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October 2022

ECONOMIC CONTEXT

GLOBAL ECONOMY

Widespread monetary tightening continues as the global economy enfers a
slowdown. Core inflation is struggling to decelerate, and central bankers are
willing to tolerate a further deterioration in economic activity for inflation to
gradually return fo its target level. The Bank of England has reintfroduced an
emergency purchase programme as it fries to avoid a bond crash, but it is unlikely \\\ \\ \ \ b l ' ”,//////
fo escape the need fo hike its policy rate to ensure that short and mediumrerm
rates rise, thereby allowing currency and inflation expectations to stabilise. In
contrast, the latest comments from US Federal Reserve (Fed) members and the
Furopean Cenfral Bank (ECB) remain unmistakably clear regarding the need for

further monetary tightening.
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IN SWITZERLAND ”M‘“nmn“\\“\

The Swiss National Bank (SNB) finally delivered a rate hike that was
smaller than expected by investors. This should result in an increase in
the interest rate differential between the euro area and Switzerland.
However, as observed with other central banks, the SNB could
decide to gradually reduce its balance sheet by selling foreign
currencies, which should continue to support the franc, and would
hence help curb imported inflation. Although activity data remained
strong in Switzerland in September, it is likely fo slow down as
winter sets in. The potfential recession in the euro area and, on a
wider scale, the slowdown in global demand awaiting af the end
of the year are likely to have an impact on both the export sector

and business confidence.



FINANCIAL MARKETS

MARKET REVIEW

Equity markets continued to fall in September as interest rafes rose and inflation-
ary pressures continued. The SMI fell by more than 5% in September, while the
US equity market lost more than 9%2. In comparison to other equity markets, the
SMI was bolstered by the outperformance of defensive stocks over the month,
coupled with the low index weighting of the information technology and media
sectors, both of which were particularly negatively affected by the rise in yields.
With inflation showing no signs of easing, the terminal level of benchmark rafes
expected for next year in the developed countries continued fo be revised up-
wards by invesfors. Against this background, sovereign rafes have continued to
rise, with the 10-year Swiss government yield up 40 basis points to 1.19%. The
Swiss franc continued to appreciafe against the euro in September, amid uncer
fainty over European energy supply and expected economic difficulties in the

euro area.

OUR CONVICTIONS

Equity markets in developed countries are likely to trend downwards
over the medium term, as the likelihood of a US recession continues fo
rise, and energy issues put European activity at risk. This will persist for
as long as financial conditions continue fo fighten, and eamings
sentiment continues fo weaken. Our sfrong underweight in equities
profects portfolios in this environment. Furthermore, defensive stocks
continue fo outperform within the equity portfolio, and we maintain our
defensive bias. US real interest rafes are well above their twenty-year
median, and close fo their levels registered before the Global Financial
Crisis. We keep our target of gradually increasing the duration of
porffolios by buying longterm US Treasuries to protect against
recessionary risks. VWe remain overweight on the dollar against most
currencies, and also on the Swiss franc, both of which confinue to
benefit from their safe haven status. However, following ifs strong
upward swing, we are reducing our overweight on the dollar in the

Swiss fFOﬂC accounts.
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IMPORTANT INFORMATION

This marketing document is for the exclusive use of the individual to whom it has been given and may not be either copied or transferred to third parties. In
addition, this document is not intended for any person who is a citizen or resident of any jurisdiction where the publication, distribution or use of the

information contained herein would be subject to any restrictions or limitations.

The contents of this document are provided for information purposes only and shall not be construed as an offer or a recommendation to subscribe for,
retain, pursue or dispose of fund units, shares, investment products or strategies. Potential investors are recommended to seek professional financial, legal
and tax advice prior to making an investment decision. The sources of the information contained in this document are deemed reliable. However, the
accuracy or completeness of the information cannot be guaranteed, and some figures may only estimates. Any opinions expressed are subject fo change
without notice. All investment involves risks. Past performance is not indicative or a guarantee of future retumns, and investors may lose the amount of their

original investment.

This communication may only be circulated to Eligible Counterparties and Professional Investors and should not be circulated to Retail Investors for whom it is not
suitable.

This document is issued by: Mirabaud Asset Management (Switzerland) Ltd, 29, boulevard Georges-Favon, 1204 Geneva, Switzerland.
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