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Brexit vote spurs increased market volatil-
ity 

Financial markets 
The second quarter was mostly positive for the financial 
markets. Nevertheless, the result of the UK's EU referen-
dum has unleashed market turmoil. In terms of regional 
impact, this has led to very different developments. 
 
The referendum to decide whether the UK should leave or 
remain in the European Union was held on June 23. While 
the polls suggested a close result, the last indications were 
that the remain camp would win. As a result, UK equities 
were able to recoup some of their previous losses in the 
week leading to the Brexit vote. When the markets woke 
up on the following day to the news that, contrary to ex-
pectations, the majority (51.9%) had voted for Brexit, panic 
ensued. 

Stock market performance in CHF  

 
 
The British pound plummeted against the US dollar by 
more than 11%, hitting a thirty-year low. UK stocks and 
shares of European companies that traditionally have 
strong trade links to the UK also took a nosedive. In con-
trast, investment-grade bonds, e.g. Swiss federal bonds 
and German government bonds, performed well.  
 
The US economy continued to send mixed signals during 
the second quarter. While consumer spending increased in 
April at a pace not seen for nearly seven years, consumer 
confidence dropped off unexpectedly in May. What is 
more, the US economy also created considerably fewer 
jobs in May than expected by economists. In June, the US 
Federal Reserve, therefore, left its base rate unchanged. As 
the other economic indicators continue to paint a positive 

picture of the US economy, the Fed is expected to stick to 
its guns and raise interest rates at least once this year. 

Bond market performance in CHF 

 
 
The Eurozone has continued to show signs of recovery. In 
May the unemployment rate fell to 10.2%, its lowest since 
August 2011. In addition, the positive development of the 
National Association of Purchasing Managers Index also 
signaled an acceleration in European economic growth. 
However, consumer confidence in June disappointed. 
Brexit is likely to have a negative effect not only on the UK, 
but also the Eurozone. 
 
The unemployment rate in Switzerland fell further to 3.3%, 
while domestic demand and activity in the manufacturing 
sector remained solid. Economists expect a recovery in 
exports, which should provide the economy with a further 
boost. However, exchange rate development and the glob-
al economic outlook continue to have a major impact on 
the Swiss economy. 
 
In China, economic data in the second quarter cast doubt 
on a stabilization of the economy. Industrial production, 
retail sales and investment came in worse than expected. 
Foreign trade data were also disappointing as was the case 
in the first quarter. The Chinese economy seems to be los-
ing momentum as it struggles to achieve the same growth 
rates as in the previous year.  
 
Japan's economy did not see any significant boost to its 
economy in the second quarter either. This was in particu-
lar reflected in the trade data. Exports and imports fell 
significantly compared to the previous year, on the back of 
a decrease in global demand for goods and services and 
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the appreciation of the Japanese yen. Another negative 
factor was weak domestic demand. Economists are relying 
on further measures from the central bank to stimulate 
the economy. 
 
Since the Brexit vote, the oil price has come under re-
newed pressure, having risen significantly from the lows 
recorded at the beginning of the year. Economists fear a 
global economic slowdown, which typically leads to lower 
energy consumption and falling oil prices. In addition, in 
uncertain times, investors tend to seek out safe havens. 
Consequently, the surprising Brexit vote led to a substan-
tial rise in the price of gold. Due to high uncertainty in the 
markets, the prices of oil and gold are expected to remain 
very volatile. 
 
Measured on the basis of the Swiss Bond Index, the do-
mestic bond markets recorded an increase of 1.90%. Both 
EUR and USD bonds ended the quarter with gains of 1.32% 
and 4.24% respectively (all values in CHF). 
 
Against this background, the SMI ended the quarter with a 
gain of 2.72%, the US Dow Jones recorded a gain of 3.33% 
and the European DJ Euro Stoxx 50 index lost 5.47% (all 
values in CHF). 
 
On the currency markets, the euro finished the quarter 
with a loss of 0.82% while the US dollar closed with a gain 
of 1.73%. The yen ended the quarter with a gain of 11.10% 
(all values vs. CHF). 
 
Portfolio return 
After a negative first quarter of 2016, the portfolio 
achieved a positive return of 1.30% in the second quarter. 
The months of April and May were particularly encourag-
ing. Despite recording a negative return again in June, the 
return for this year remained in positive territory at 0.19%. 
 
Overall, the individual investment categories delivered 
only modest results. 
While in the first quarter equities made the largest nega-
tive contribution to overall portfolio performance with -
1.47%, in the second quarter they delivered the biggest 
positive contribution with 0.57%. This was achieved with 
an absolute return of 2.16%, despite the market turmoil in 
the wake of the Brexit vote. The returns delivered by the 
equity sub-segments ranged from 0.31% (European equi-
ties) to 2.97% (US equities). Swiss and emerging-market 
equities did comparably well with returns of 2.48% and 
2.06% respectively. 
 
After a good first quarter, bonds continued to perform well 
and ended the second quarter on a positive note, reflec-

tive of further cuts in interest rates. In Switzerland, the 
whole yield curve actually dipped into negative territory. 
With an absolute return of 1.31%, bonds contributed 
0.47% to overall portfolio performance. Similar to the first 
quarter, all sub-segments were up except global converti-
ble bonds, which lost 1.20% in absolute terms, resulting in 
a -0.06% contribution to overall portfolio performance. 
The top performer in this respect were US corporate 
bonds, which contributed 0.21% and generated an abso-
lute return of 3.22%. European government (2.14%) and 
corporate bonds (1.99%) also ended the quarter on a rela-
tively positive note. The absolute returns of domestic and 
foreign bonds denominated in Swiss francs achieved 1.79% 
and 0.83% respectively. 
 
Real estate (1.31%) and mortgages (0.53%) ended this 
quarter on a positive note too, contributing 0.14% and 
0.04% respectively to overall portfolio performance. Once 
again, Swiss residential real estate made the largest con-
tribution among these sub-segments with 0.09%. The top-
performing sub-segment was global real estate with 
4.71%, making a 0.02% contribution. 
 
With 0.07%, alternative investments only made a modest 
contribution to overall portfolio performance this quarter 
considering their share, resulting from an absolute return 
of 0.42%. 
The heterogeneous composition of this investment catego-
ry is reflected in the breadth of the quarterly performance 
figures. While infrastructure reached 3.11%, a tranche of 
private equity investments recorded a loss of -2.19%. 
The largest positive contribution is attributable to senior 
secured loans with 0.04%, an increase of 1.16% in absolute 
terms. By contrast, the largest negative contribution came 
from the hedge funds with -0.03%, resulting from an abso-
lute return of -0.27%. 
 
 

 
Vita portfolio Benchmark 

Differ-
ence 

1st quarter 2016 –1.10% –0.79% –0.30% 

04.2016 0.64% 0.65% –0.02% 

05.2016 1.20% 1.14% 0.05% 

06.2016 –0.53% –0.36% –0.17% 

2nd quarter 2016 1.30% 1.44% –0.13% 

2016 (TTWR) 0.19% 0.63% –0.44% 

2016 (MWR net) 0.16%   

    
TTWR: True time weighted rate of return; portfolio performance disregarding 
the inflow and outflow of capital during the assessment period; this calculation 
has been based on daily weightings that are geometrically linked since 2010. 
MWR: Money weighted rate of return; portfolio performance taking capital 
inflows and outflows during the assessment period into account. 
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Asset structure as of June 30, 2016 
 

 In % Target Min. Max. 

  Strategy 

Swiss equities 6.16 6.00 4.20 7.80 

Foreign equities 19.80 19.50 12.25 22.75 

Total equities 25.96 25.50   

Swiss bonds 7.50 10.00 6.30 11.70 

Foreign bonds 27.98 26.00 18.20 33.80 

Total capital market 35.48 36.00   

Swiss real estate 7.57 7.00 4.90 15.10 

Foreign real estate 3.27 3.00 0.70 3.90 

Total real estate 10.84 10.00   

Mortgages 6.68 8.00 5.60 10.40 

Total mortgages 6.68 8.00   

Private equity 1.21 1.00 0.00 3.90 

Hedge funds 9.48 10.00 7.00 13.00 

Infrastructure 0.91 1.00 0.00 2.60 

Senior loans 4.44 4.00 2.80 5.20 

Insurance linked securities 2.69 3.00 0.00 3.90 

Collateralized loan obligations  0.80 1.00 0.00 1.30 

Total alternative investments 19.53 20.00   

Total liquidity 1.46 0.50 0.00 5.00 

Total miscellaneous 0,05    

Total 100.00 100.00   

 
 
 
 


