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We are going green!
Green Division, Banca del Sempione’s new project, is
coming to light. Through this initiative, we intend to
practically demonstrate our commitment to protecting
and respecting the environment and society. Our purpose is also to contribute to making the world a better
place for the beneﬁt of new generations and, at the
same time, carry out our work in an increasingly sustainable way.
We therefore want to be a reference point for all those
customers who are seeking a new way of doing banking
based on mutual respect and transparency within the
business relationship, aimed at achieving sustainable
yield both in terms of risk/return ratio and from a socioenvironmental standpoint.
If you wish to keep up to date with the Bank’s latest
initiatives, please follow our LinkedIn page @Banca
del Sempione SA and visit www.bancasempione.ch!
For questions and info:
greendivision@bancasempione.ch

Investment policy is published quarterly and is subject to change at any
time. Though the contents of this report are based on information deemed
reliable, we cannot assume any responsibility for their completeness
and accuracy nor for the present and especially the future quality of
selected securities.
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MARKET SUMMARY

The Federal Reserve’s monetary policy moves were the main driver of financial markets in the second quarter
of the year. In this respect, the Federal Open Market Committee (FOMC), gathered in June, surprised investors.
The most important news is the interest rate rise forecast, with dot plots showing two interest rate hikes
already in 2023. In addition to that, economic projections for 2021, together with rising inflation, were
improved.
President Powell tried to deflate the hawkish (tightening) policy stance by adding that the recovery needs
substantial future progress, especially in terms of employment. Fixed income responded with a sharp flattening trend, and a decline in long rates. In the three sessions following the FOMC, the 30–5-year interest
rate spread fell by 27 basis points, erasing all gains since November 2020.
The FOMC’s hawkish message also affected the US dollar, with the dollar index (DXY) earning 2.9% in June.
This has been the most important monthly movement over the last five years.
Significant rotations continue to alternate in the stock market, in a context of indices set on a constant
upward trend. Overall, US equity prices have performed better than European ones, owing to tech stocks’
higher weighting in the baskets, at the expense of cyclical ones.
Even the fall in yields on 10-year Treasury bonds – down by about 30 basis points – helped growth stocks
outperform value stocks.
Since the G-7 meeting, quite aggressive rhetoric has emerged against China, whose securities are already
under pressure from internal market reforms, and at the same time are traded at very interesting prices.
Worthy of note is a drop in implied volatility across all asset classes, with the VIX index touching post-
Covid lows.
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The context

In the second quarter, vaccination campaigns kept on speeding up recovery in the more developed economies (especially in Europe, which is now catching up with the United Kingdom and the United States).
Emerging economies, by contrast, continue to lag behind in vaccinations. Cases remain low in China and
appear to have peaked in India, but some Asian countries are facing the worst wave since the outbreak of
the pandemic.
Governments in more developed markets have continued to ease Covid restrictions on mobility, and production
levels have increased. Economic data for the last three months have generally been very robust, especially in
the United States, which recorded an annualized growth rate of 6.4% in the first quarter. Although the eurozone economy contracted by 0.6% in the first quarter, the leading economic indicators, such as the PMI
indices, hit multi-year highs in many countries.
These indicators show a solid economic recovery in the second quarter and support our conviction of a strong
global growth in the second half of the year.

ECB’s monetary policy

Accelerating economic growth will require central banks to properly calibrate the slowdown in their expansionary monetary policies. Their communication will play an important role in keeping a lid on market reactions by avoiding counter-productive tightening of financial conditions. Moreover, the structure of individual
economies and the progress of vaccination campaigns will dictate the timing for individual countries.
The Fed and the ECB remain expansionary, albeit within different contexts in terms of inflation and growth.
We should remember that eurozone growth is expected to return to pre-Covid levels only in mid-2022. At its
last meeting, the ECB significantly revised upward its projections for the economic outlook in the euro area,
but declared that it considers it to be premature and unnecessary to make any change in monetary policy
parameters and, in particular, to reduce purchases within the extraordinary programme modulated on the
pandemic’s evolution (the so-called Pandemic Emergency Purchase Programme).

The Fed
is not frightened
by inflation

At its June meeting, the Federal Reserve left its press release almost unchanged from April, and President
Powell sent no explicit signal that the FOMC is closer than before to discussing a reduction in the flow of
purchases of financial assets. However, the re-opening of economies and the subsequent rapid resumption
of business activity fuelled inflation in some countries. In May, the consumer price index in the United
States rose by 5.0% year on year (though some underlying elements suggest that there are temporary factors
at play). For these reasons, considering the rise in inflation as temporary, FOMC members’ forecasts of rate
trends appear to be getting slightly more aggressive, as discussions on tapering have begun (FOMC members
now expect two rate increases in 2023 as opposed to “no rate increases” just three months ago.) This shift in
the rate forecasts brings the FOMC’s median position closer to what the market had already been discounting.
In August, the annual Jackson Hole meeting could be an opportunity to bring substance to the discussion
about tapering.
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The outlook
for the USD
remains positive

The US dollar maintained a see-saw performance in the quarter just ended: a first phase of weakness was
followed by a period of appreciation, then it was substantially flat at the end of the quarter. The main driver
is the Federal Reserve’s monetary policy. In particular, the FOMC gathered in June caught investors by surprise,
with dot plots showing two interest-rate hikes already in 2023. In addition to that, economic projections for
2021, together with rising inflation, were improved. President Powell tried to deflate the hawkish (tightening) policy stance by adding that the recovery needs substantial future progress, especially in terms of
employment. The FOMC’s hawkish message also affected the US dollar, with the dollar index (DXY) earning
2.9% in June. This has been the most important monthly movement over the last five years.
Our view is optimistic with regard to the US dollar in the coming months. We believe that the US currency
can gradually appreciate against the other major currencies (euro, Swiss franc, Japanese yen), while we are
more conservative regarding commodity currencies (especially the exchange rates of AUD, NZD and CAD
versus USD).

A mixed performance
for the Swiss franc
against the
main currencies

There have been no particular communications from the SNB members, the reference rate has remained in
negative territory at -0.75% and no imminent change is expected, with year-on-year inflation in June at
0.6% (thus far below the maximum target of 2%).
The appreciation trend against the Euro that began in early March continues, weakened recently as a result
the statement by the ECB and Christine Lagarde, saying that other ways are being looked for to maintain
some monetary stimulus when quantitative easing is gradually being reduced.
Towards the end of the quarter, the main driver of the Swiss currency seems to be interest rates rather than
the risk on-risk off market environment. In a low-rate scenario, CHF should put in a good performance, as
the yield difference between Swiss interest rates and other countries’ tends to narrow. On the other hand,
with global rates on the rise, the market normally prefers positive yield currencies rather than investing in
Switzerland at negative rates.

Some observations
on oil and
industrial metals

The price of oil continued to rise, as supply was limited and demand was rising following progressive
re-openings. Production will probably rebound strongly in 2022-3 when OPEC+ loosens its voluntary supply
restriction, and even more if sanctions on Iran are lifted. The most likely assumption is an increase in production of 400,000 barrels per day: this scenario should not weigh on the balance between supply and demand
while keeping the price substantially at current levels.
Industrial metal prices consolidated their gains, after a strong rally during the months of March and April.
The positive news now seems to concern prices. We see rather a downside risk in the event of a further wave
of Covid-19 with consequent lockdowns.
One particular case concerns the price of timber (LB1), which has lost more than 70% in the last two months
(after doubling in March and April), returning to pre-Covid levels.
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BOND STRATEGY

The government bond
market offers
few opportunities

The government bond market was deeply influenced by the Federal Reserve’s monetary policy meeting held in
June. Interest rate hikes forecasts for 2023, as suggested by the new dots plot, caused yields to rise slightly
on the short end of the curve, while the long-term segment fell driven by lower inflation expectations. This
movement cannot be easily explained in light of recent macro data pointing in the opposite direction. It is
possible that technical reasons such as excess liquidity in the system are at the root of this trend.
The evolution of government bond yields in the Euro area is driven by two forces: on the one hand, the full
re-opening of economies is generating upward pressure on returns; on the other hand, the ECB’s commitment to continue its PEPP (Pandemic Emergency Purchasing Programme) purchases at a “significantly higher”
pace and the limited pressure of domestic inflation are providing a safety net for European bonds.
Our view of the government bond sector is negative as its valuations appear extremely expensive, especially
in light of a growing inflationary risk. The coming months will provide more clarity on the temporary nature
of the price increase, but at such low levels of return, bond investment offers more risks than opportunities.
In relative terms, we still like the European periphery, Spain and Italy in particular, which offer an interesting
spread in a context of great political stability dictated by the implementation of the Recovery Fund.

In the corporate sector,
High Yields appear
selectively attractive

The credit market has remained substantially stable, having been little impacted by the FOMC’s surprise:
spreads have expanded by only a few basis points and may continue to shrink, given the abundant liquidity
on the market.
The Corporate Investment Grade bond market has resumed its spread tightening trend on a slow but continuous risk-on mode. We see little value in this segment, for similar reasons to those given in relation to
government bonds. However, the market context remains very positive, and in the absence of a negative
trigger it is difficult to hypothesize correction movements.
At the valuation level, the Corporate High Yield segment maintains a good selective attractiveness, with
spreads of some its higher beta components still far from the lows of the previous cycle with improving
fundamentals.

Interesting insights
in the emerging markets

Emerging markets are the most interesting segment at the valuation level, but also the most exposed to
some risks. Central banks are providing no support to the Corporate IG market in the first place. Then, a
potential rise in US rates could lead to outflows. Slow vaccination campaigns in many countries are another
negative factor to take into consideration.
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Market overview

The first half of the year ends with US stock markets at their highest levels. The shock from the Fed’s change
in tone lasted a short time and, contrary to what could have been imagined, had a positive impact on long
bonds. No reaction – instead – from credit, while equities underwent a short volatility phase.
In terms of investment styles, the growth sector recovered quite significantly with the Nasdaq100 closing
the accumulated performance gap against the S&P500.
Initial signs of fear start to show with regard to a resumption of the Covid-19 spread in its Delta variant, for
now only in Europe. A ranging market phase is expected, accompanied by profit-taking and volatility with
outcomes also linked to the reporting season, which may be less “easy” than the first quarter. The shared
impression is that the massive liquidity in circulation is supporting both the stock and the bond and credit
markets.

Outlook for
the third quarter

We remain constructive on US stocks as economic recovery picks up pace. However, as the cycle evolves, one
of the main concerns is once again inflation and, in particular, whether rising prices observed in some pockets
of the economy are transient or are the early signs of a new long-lasting environment. We expect that stock
volatility will also be fuelled by fiscal policy in addition to inflation fears.

Reasons for
choosing quality

Stocks that are sensitive to the economic cycle have appreciated remarkably since the beginning of the year,
as shown by the Russel 2000 Value Index. The US economy is strong, and corporate profits in the first quarter
of the year were among the best ever recorded. The propensity may be to buy the most economically sensitive
cyclical stocks, but markets look to the future. Although we continue to see upward prospects for cyclicals,
we think it prudent to start rotating portfolios toward higher quality, both in terms of valuation and growth
and return:
• interesting valuations: although investors typically expect to pay for quality stocks, since the vaccine
announcement in November, quality stocks have underperformed by reducing their valuations in the first
half of the year. In fact, investors have largely favoured riskier bets which have proved to be successful
in the early stages of the market rebound. This has meant that higher-quality shares are traded today at
their biggest discount since the dot-com bubble of the early 2000s.
• mid-cycle beneficiaries: as re-openings continue, we expect the economy to remain ready to boom. Yet
financial markets are predictive, which is why we believe that many of the easy investment opportunities
that came up at the beginning of the cycle have already been identified and exploited. It may be time
to move toward “mid-cycle beneficiaries”, including quality stocks. Market cycle analyses also show that
– historically – high quality has performed significantly better in mid-cycle periods: quality stocks have
achieved excellent results compared to other securities especially when economic indicators were flat or
declining. Assuming that economic data will inevitably have to soften from the high levels of the
post-pandemic restart, these results would suggest a favourable set up for quality stock performance.
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ASSET MANAGEMENT CONCEPT

Goals
In a world characterised by increasingly squeezed yields expected for traditional risk categories (shares and
bonds) and by more and more frequent market shocks, the objective set by Banca del Sempione’s asset
management is to achieve a real growth in capital in the medium-long term. To achieve this result we use
the most advanced and innovative techniques accompanied by the healthy values of a Swiss tradition and
culture which within the area of asset management can rely on people with an excellent level of professionalism.

Investment Philosophy
Our investment philosophy is based on five main principles:
•
•
•
•
•

Composition of profits
Drawdown reduction
Discipline of the method, rather than “passivity” of the method
Reduction of cognitive and emotional biases
Limited presumption of market timing

Specifically, a reduction in drawdowns (i.e. negative fluctuations in asset values) combined with capitalisation of profits (defined by Einstein as the eighth wonder of the world), allows for triggering a snowball
effect, through which profits are generated on profits, resulting in growth of invested capital over the
medium-long term.

Portfolio Structure
Maximum investment limits (%)

Investment Profile

Risk category

Cash

Investment
Grade Bonds
(>=BBB-)

Income

Low

100

100

0

0

5

15

Income Plus

Medium-low

50

100

15

15

15

15

Dynamic

Medium

30

100

20

30

25

25

Balanced

Medium-high

30

80

20

50

25

25

Growth

High

30

50

20

75

30

25

Equity

Very high

30

50

20

100

30

25

* Non-directional funds, total return funds, funds of funds
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Non Investment
Grade Bonds
(<BBB>)

Other
Equities Funds*

Currency
Diversification

The limitation of drawdowns via compounding of profits – defined by Einstein as the eighth wonder of the
world – permits the accrual of profits on profits, triggering a snowball effect that results in growth of
capital invested in the long term. The main innovation of this approach is in the way of limiting losses: in
the past, portfolio volatility was offset by investments in instruments considered to be free of risk, namely bonds. Today, the protection offered by such instruments is mostly limited, while in the medium/longterm, traditional investment in bonds could even increase portfolio risk, especially if we consider that over
the recent period, stocks and bonds have increased in perfect harmony.
In our opinion, the implementation of systematic strategies allows for portfolio risk reduction and profit
achievement whilst protecting invested capital, even in difficult markets. Due to their cold and mechanical
approach, these strategies sharply mitigate the emotional component that drives and influences investment decisions and are based on the concept that it is preferable to participate in market trends rather
than anticipate a shift or change in trend. On this basis, market prices are the best indicators of the current
trend. As opposed to traditional ones, systematic strategies may also participate in market price downturns
and, combined with a more traditional fundamental analysis approach, are able to offset sharp downward
shifts such as those of 2008 or 2011.
In essence, common sense, systematic behaviour and discipline in making investments are the bases on
which we build the portfolios of our clients.
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TACTICAL ASSET ALLOCATION

Allocation by asset class

Income
Cash
Bonds
Equities*
Alternative instruments

Cash

21
76
0
3
100

Bonds
Equities
Alt. instruments

Asset classes

Income Plus
Cash
Bonds
Equities*
Alternative instruments

Cash

9
61
8
22
100

Bonds
Equities
Alt. instruments

Asset classes

Dynamic
Cash
Bonds
Equities*
Alternative instruments

Cash

4
39
20
37
100

Bonds
Equities
Alt. instruments

Asset classes
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Balanced
Cash
Bonds
Equities*
Alternative instruments

Cash

7
22
37
34
100

Bonds
Equities
Alt. instruments

Asset classes

Growth
Cash
Bonds
Equities*
Alternative instruments

Cash

7
23
56
14
100

Bonds
Equities
Alt. instruments

Asset classes

Equity
Cash
Bonds
Equities*
Alternative instruments

Cash

4
0
96
0
100

Bonds
Equities
Alt. instruments

Asset classes

* Part of equity allocation is hedged with index options or futures

Investment Policy

15

CONTACTS
Head of Financial Department
P. Scibona
Tel. +41 (0)91 910 73 79
Research and Analysis - Portfolio Management
G. Flematti
Tel. +41 (0)91 910 72 38
F. Marcantoni
Tel. +41 (0)91 910 72 41
G. Bertoli
Tel. +41 (0)91 910 72 08
M. Bergamaschi
Tel. +41 (0)91 910 73 76
R. Bracchi
Tel. +41 (0)91 910 72 30
F. Incoronato
Tel. +41 (0)91 910 72 34
F. Labate Scappatura Tel. +41 (0)91 910 72 47
Relationship Management
C. Buono
Tel. +41
M. Donelli
Tel. +41
A. Walter
Tel. +41
E. Bizzozero
Tel. +41
D. Piffaretti
Tel. +41
A. Gelsi		
Tel. +41
C. Croci		
Tel. +41
A. Brunetti
Tel. +41
F. Trizzino
Tel. +41
P. Paganucci
Tel. +41
M. Villa
Tel. +41
L. Alberti
Tel. +41

(0)91 910 72 68
(0)91 910 73 03
(0)91 910 73 01
(0)91 910 72 31
(0)91 910 72 10
(0)91 910 72 39
(0)91 910 72 32
(0)91 910 72 33
(0)91 910 72 72
(0)91 910 72 79
(0)91 910 73 02
(0)91 910 71 89

Trading Desk
F. Casari
J. Brignoni
M. Maetzler
M. Montalbetti

Tel.
Tel.
Tel.
Tel.

(0)91
(0)91
(0)91
(0)91

Branch Chiasso
R. Piccioli
A. Novati
S. Rosta		

Tel. +41 (0)91 910 71 76
Tel. +41 (0)91 910 71 78
Tel. +41 (0)91 910 71 73

Branch Bellinzona
A. Bottoli
A. Giamboni
I. Giamboni
C. Lanini

Tel.
Tel.
Tel.
Tel.

Branch Locarno
L. Soldati
M. Miletic

Tel. +41 (0)91 910 72 56
Tel. +41 (0)91 910 72 54

+41
+41
+41
+41

+41
+41
+41
+41

(0)91
(0)91
(0)91
(0)91

910 73 19
910 73 96
910 73 17
910 73 82

910 73 31
910 73 33
910 73 28
910 72 52

Banca del Sempione (Overseas) Ltd., Nassau
S. Bertoldo
Tel. +1 242 322 80 15
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ADDRESSES
Banca del Sempione SA
Head Office and General Management
Lugano
Via P. Peri 5
CH – 6900 Lugano
Branches
Bellinzona
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CH – 6500 Bellinzona
Chiasso
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Fax +39 02 30 30 35 22/24
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Banca del Sempione (Overseas) Ltd.
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Windsor Field Road
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Tel. +1 242 322 80 15
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info@basesicav.lu
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