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Turbulent first quarter on the global eq-
uity markets 

Financial markets 
The sustained uptrend in the global equity markets came 
to an end in late January, with the most severe correction 
in years. The sell-off was prompted by fears that the US 
Federal Reserve could raise interest rates faster than previ-
ously anticipated. This is because rising interest rates in-
crease the capital expenditure of companies and can have 
a negative impact on share prices. Concerns about a trade 
dispute between the USA and China, as well as negative 
news from various IT companies (e.g. the data scandal at 
Facebook), weighed on global equity markets. The volatil-
ity (risk) on the equity markets increased significantly again 
for the first time in a long while. Despite uncertainties on 
the equity markets, economists forecast continued growth 
in the global economy for 2018. 
 

 
Business and consumer confidence remained high in the 
USA. In February, the manufacturing purchasing managers' 
index climbed to its highest level since 2004, pointing to a 
continuation of the solid growth trend in the US economy. 
Inflation concerns at the beginning of the year eased to-
ward the end of the quarter, partly because wage growth 
weakened in February. As expected, the US Federal Re-
serve raised the prime rate target range by 0.25 percent to 
1.5 to 1.75 percent and projected two further rate hikes 
for 2018. Despite the positive economic situation, the eq-
uity market saw further sell-offs due to investor concerns 
about an imminent trade war between the USA and China. 

Although economists do not expect the situation to esca-
late significantly, the risks have increased and could ad-
versely affect the economic climate if uncertainty persists. 
 
Measured by the Eurozone purchasing managers' index, 
business confidence fell sharply in March, having already 
fallen in February. It should, however, be noted that busi-
ness confidence has fallen from an exceptionally high level 
and still corresponds to the sound economic growth in the 
Eurozone. In fact, the ECB indicated that it is now focusing 
on when and at what pace it will raise interest rates in 
2019. The populists performed better than expected in the 
elections in Italy. But since a coalition will have to be 
formed, this will curb extremist policies. 
 

 
At the end of March, the KOF Swiss Economic Institute 
raised the economic forecast for the Swiss economy. The 
KOF economists now anticipate GDP growth of 2.5 percent 
(previously 2.3 percent). As expected, the SNB maintained 
its monetary policy stance in March. It reiterated that the 
franc is still overvalued and the situation in the foreign ex-
change market remains fragile. 
 
In Japan, the manufacturing purchasing managers' index 
and the Tankan survey published by the Bank of Japan indi-
cated weaker, but nevertheless solid, economic growth. A 
scandal involving Prime Minister Abe regarding alleged 
nepotism caused the Japanese government's popularity 
ratings to literally plummet. This weighed heavily on the 
Japanese equity market at the end of the quarter. The Jap-
anese opposition immediately demanded full clarification 
from Finance Minister Aso. 
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China's economy remained stable, but economists expect 
slower economic growth than forecast at the beginning of 
the year. China's response to an increase in US tariffs on 
Chinese steel and aluminum exports was moderate. This 
suggests that no immediate trade war with the US is immi-
nent. 
 
Portfolio return (first quarter) 
The good start to the year was short-lived, with February 
pushing overall performance into negative territory  
at -1.21 percent, following a positive January (+0.42 per-
cent). The small positive contribution in March (0.06 per-
cent) resulted in an overall gain of 0.74 percent for the first 
quarter. 
 
The quarterly balance in the subcategories was mixed. At 
3.28 percent, infrastructure was the most successful cate-
gory while, at the other end of the scale, equities were at  
-2.95 percent. Due to their different weighting, the former 
contributed 0.06 percentage points and the latter -0.85 
percentage points to the overall portfolio. 
 
The tail risk hedge, launched a year ago, performed as ex-
pected, making a positive contribution of 0.37 percent to 
the overall portfolio in the quarter under review in the 
light of the negative equity performance. 
 
Although equity performance in the various regions dif-
fered in the quarter under review, it remained negative in 
all regions. 
Emerging market equities recorded the best performance 
at -0.60 percent, contributing -0.04 percentage points to 
the overall portfolio return performance. The midfield is 
made up of equities from the USA, Europe and Japan, 
which closed the quarter at -2.57, -2.60 and -4.28 percent, 
contributing -0.12, -0.23 and -0.13 percentage points. 
Swiss equities brought up the rear at -5.48 percent and a 
corresponding contribution of -0.33 percentage points. 
 
Bonds recorded average performance at the start of 2018 
(-1.01 percent), resulting in an overall portfolio contribu-
tion of -0.34 percentage points for the quarter under re-
view. European government bonds, which were the only 
sub-segment to perform positively (1.19 percent with a 
contribution of 0.02 percentage points), caused positive 
rays of hope. On the other hand, the US government 
bonds (-1.64 percent with a contribution of -0.05 percent-
age points) and corporate bonds (-3.03 percent with a con-
tribution of -0.19 percentage points) had a negative im-
pact, due to the higher US interest rates.  
 
Real estate moved only insignificantly at -0.06 percent. 
However, there are major differences within the asset clas-
ses: While the real estate Europe direct portfolio gained 

1.46 percent, real estate global closed the quarter under 
review clearly in the negative at -6.31 percent, which is at-
tributable to its content which has a significant REITS expo-
sure (shares of real estate companies). 
Mortgages contributed 3 basis points to the overall portfo-
lio performance in Q1 2018, continuing the development 
observed in recent quarters.  
 
Alternative investments experienced a mixed but ulti-
mately positive quarter. The investment groups private eq-
uity (1.58 percent), infrastructure (3.28 percent) and sen-
ior secured loans (0.63 percent), for example, contributed 
0.03, 0.06 and 0.03 percentage points to the overall port-
folio performance. The investment groups hedge fund  
(-0.44 percent) and insurance-linked securities (-0.95 per-
cent), on the other hand, did not end the quarter un-
scathed, only contributing -0.03 and -0.02 percentage 
points to the overall performance. 
 

 
Vita portfolio Benchmark 

Differ-
ence 

First quarter of 2018 -0.74% -0.75% 0.01% 

01.2018 0.42% 0.40% 0.02% 

02.2018 -1.21% -1.27% 0.06% 

03.2018 0.06% 0.13% -0.07% 

2018 (TTWR) -0.74% -0.75% 0.01% 

    
TTWR: True Time Weighted Rate of Return; portfolio performance disregard-
ing the inflow and outflow of capital during the reporting period. Since 2010, 
this calculation has been based on daily weightings which are geometrically 
linked. 
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Asset structure as of March 31, 2018 
 

 In % Target Min. Max. 

  Strategy 

Swiss equities 5.95 6.00 3.00 9.00 

Foreign equities 22.37 22.00  17.00 27.00  

Total equities 28.32 28.00    

Swiss bonds 5.17 5.00 2.00 8.00 

Foreign bonds 27.28 25.00  15.00  35.00 

Total capital market 32.45  30.00    

Swiss real estate 7.75 8.00 4.00 12.00  

Foreign real estate 4.92 5.00 2.00 8.00 

Total real estate 12.67 13.00   

Mortgages 6.47 7.00 3.00 11.00  

Total mortgages 6.47 7.00   

Private equity 1.77 3.00 1.00 5.00 

Hedge fund 7.58 6.00 3.00 9.00 

Infrastructure 1.81 2.00 0.00 4.00 

Senior loans 4.13 4.00 2.00 6.00 

Insurance-linked securities 2.01 3.00 0.00 5.00 

Collateralized loan obligation  0.72  3.00 0.00 5.00 

Total alternative investments 18.02 21.00    

Total liquidity 1.12 1.00 0.00 5.00 

Total miscellaneous 0.95     

Total 100.00 100.00   

     

 

 


