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China’s sluggish economic output and the 
Volkswagen scandal strain equity markets 

Financial markets 
Most global equity markets recorded price falls in the third 
quarter. So great was the uncertainty and nervousness 
among investors. 
 
In China, the government attempted in vain to put a stop 
to the decline in prices on the equity market that has per-
sisted since early July. At the beginning of August the Chi-
nese central bank devalued its currency twice, which in 
addition to disappointing economic data impacted nega-
tively on global equity markets. Notably companies from 
the USA, Europe and Japan suffered sharp falls in prices 
due to the decline in export opportunities. To further 
shore up its economy, the Chinese government also an-
nounced a 10-billion-euro stimulus package, generating 
upward momentum on global equity markets in the short 
term at least. Despite the decline in economic output, a 
recession in China is currently still a long way off. 
 
Contrary to expectations, the US central bank, the FED, did 
not raise the prime rates in the USA. This was in spite of 
the fact that the unemployment rate fell to 5.1% in August, 
the lowest level in more than seven years. Moreover, the 
US economy has so far grown faster this year than ex-
pected, driven above all by private consumption and cor-
porate investment.  
 
Stock market performance on CHF basis 

 

FED President Janet Yellen justified the decision on interest 
rates with the economic weakness of many emerging mar-
kets and the lower forecast for US economic growth in 
2016 and 2017. The Eurozone was however able to per-
form well with good economic figures. In July, the decline 
in the unemployment rate ongoing for two years contin-
ued. Development was particularly positive in the periph-
eral countries Spain, Italy, Ireland and Portugal. 
 
Furthermore, companies in the Eurozone increased their 
production twice as sharply than expected. This and fur-
ther positive economic data caused economic output in 
July and August to rise significantly as compared with the 
previous year. Economists are anticipating positive growth 
in the Eurozone for the last quarter too, yet warn against 
setbacks due to the shaky nature of the global economy.  
 
Mid-September, the scandal concerning manipulated 
software at Volkswagen impacted negatively on not only 
the world’s biggest car manufacturer but also the industry 
as a whole including suppliers. VW admitted to having 
equipped millions of vehicles over in the past with soft-
ware that manipulated emission levels. This resulted in 
Volkswagen initially halting the sale of diesel vehicles in 
the USA, which caused VW shares to temporarily crash by 
23%. An action plan to remedy the situation plans the re-
call of five million core brand VW vehicles.  
 
Development of bond markets on CHF basis 
 
 
 
 
 
 
 
 
 
 
 
 
 
After the discontinuation of the minimum CHF/EUR rate by 
the Swiss National Bank in January, the Swiss franc fell to 
1.10 against the euro in the third quarter. In the third 
quarter, too, various indicators pointed to an improvement 
in Swiss economic output. In September, the State Secre-
tariat for Economic Affairs (Seco) raised its forecast for 
GDP growth in 2015 from 0.8 to 0.9%. At the same time, 
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however, the Seco highlighted the enhanced economic risk 
arising from the increased weakening in emerging markets. 
The SNB is initially sticking to its optimistic forecast for 
economic development and anticipates economic growth 
of around 1% in 2015. 
 
In the third quarter, most emerging markets suffered from 
the collapse in the price of commodities. The countries 
worst affected were Brazil, China and Russia. Despite the 
weakness highlighted, emerging markets will continue to 
contribute significantly more to global economic growth 
than industrialized nations according to the International 
Monetary Fund. In September, the IMF cut its global 
growth forecast for 2015 and 2016 to just over 3% respec-
tively. The forecast had already been revised downwards 
in July.  
 
Measured on the basis of the Swiss Bond Index, the do-
mestic bond markets recorded an increase of 1.08%. EUR 
bonds closed with an increase of 7.26%. USD bonds fin-
ished the quarter with an increase of 6.28 %(all values in 
CHF). 
 
In this environment, the SMI concluded the quarter down 
3.05%, the US Dow Jones dropped 3.65% and the Europe-
an DJ Eurostoxx50 index lost 5.36% (all values in CHF). 
 
The euro and US dollar closed with a gain of 4.74% and 
4.55% respectively on the currency market. The yen ended 
the quarter up 6.39% (all values against the CHF). 
 
Portfolio return (third quarter) 
The portfolio achieved a positive return of 1.60% in July 
followed by a clearly negative investment result in August 
(-2.06%). September also concluded slightly down with a 
return of -0.69%.  
 
The consolidated quarterly return amounted to -1.18% 
(net -1.23%). In comparison, the UBS pension fund barom-
eter posted a return of -1.34%, and the CS pension fund 
index a yield of -1.31%. 
 
The largest absolute share of the negative performance is 
attributable to the investment category equities (-5.35%). 
In the equities portfolio all positions achieved negative 
returns of between -2.72% (Swiss equities) and -13.13% 
(Emerging Markets equities). Contributions to the overall 
performance were between -0.15 and -0.60%. 
 
The biggest relative outperformance was generated by 
European equities (1.63%). The manager impressed with 
an outstanding stock selection in the areas of financials 
and industrials as well as through the underweighting in 
the materials segment. In total, the contribution to portfo-
lio performance amounted to -1.39%. 

The bond portfolio also recorded an absolute negative per-
formance of -0.36%. In terms of Swiss bonds, the invest-
ment group domestic CHF bonds achieved the best return 
of 1.24%. The EUR-denominated corporate bonds (hedged 
in CHF) and global convertible bonds made a negative con-
tribution to the weak third quarter with returns of -1.33% 
and -2.82%.  
 
In the case of foreign currency bonds, the investment 
groups’ euro bonds (2.50%) and US corporate bonds 
(0.49%) made the biggest positive contributions. The com-
bined portfolio contribution amounted to -0.13%. 
 
With the exception of real estate (4.41%) and mortgages 
(0.60%), all investment categories closed in negative terri-
tory. The spectrum for real estate investments ranged 
from 0.56% for business properties to 14.26% for real es-
tate Europe direct. The consolidated positive contribution 
for real estate amounted to 0.47%. 
 
Alternative investments also made a negative contribution 
to performance in the third quarter of -0.17%. The biggest 
contributions in the case of alternative investments were 
attributable to hedge funds (-0.23%) and senior loans 
(-0.03%). A positive contribution (0.05%) was made by the 
investment group private equity. 
 
Asset structure 
Equity ratio decreased marginally in the third quarter 
(-0.50%). The greatest tactical adjustments among equities 
concerned a slight shift to European and Japanese equities 
away from Swiss, US and emerging market equities. 
 
The largest adjustment was made in foreign currency 
bonds hedged in CHF, whereby the share of euro bonds 
declined slightly (0.75%). The exposure increased slightly 
for US corporate bonds (in total 0.75%).  
 
The total exposure in alternative investments increased by 
around 0.50% because of further investments in insurance-
linked strategies and cash calls in infrastructure. 
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TTWR: TTWR: True Time Weighted Rate of Return; portfolio performance 
disregarding the inflow and outflow of capital during the assessment period; 
since 2010, this calculation has been based on daily weightings that are 
geometrically linked. 
MWR: Money Weighted Rate of Return; portfolio performance taking into 
account capital inflows and outflows during the assessment period. 
 

 Vita-portfolio Benchmark Difference

First quarter 2015 1.31% 0.81% 0.50%

Second quarter 2015 -1.22% -1.67% 0.45%

07.2015 1.60% 1.26% 0.35%

08.2015 -2.06% -2.05% -0.01%

09.2015 -0.69% -0.76% 0.07%

Third quarter 2015 -1.18% -1.57% 0.40%

Year 2015  (TTWR) -1.10% -2.43% 1.34%

Year 2015  (MWR net) -1.26%  
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Asset structure as at 30.09.2015 
 

In % Objective Min. Max.

 Strategy 

Equities Switzerland 6.09 6.00 4.35 7.65

Foreign equities 20.93 19.75 14.85 25.65

Total assets 27.03 25.75 

Swiss bonds 8.16 10.25 6.00 12.00

Foreign bonds 26.18 26.25 19.20 34.00

Total capital market 34.34 36.50 

Swiss real estate 7.48 7.00 4.90 9.10

Foreign real estate 3.55 3.00 2.10 3.90

Total real estate 11.17 10.00 

Mortgages 6.85 8.00 5.60 10.40

Total mortgages 6.85 8.00 

Private equity 1.00 0.75 0.00 3.90

Hedge funds 9.53 10.00 7.00 13.00

Infrastructure 0.88 0.75 0.53 0.98

Senior loans 4.20 4.00 2.80 5.20

Insurance-linked securities 2.91 2.75 1.93 3.58

Collateralized loan obligation  0.88 1.00 0.00 2.00

Total alternative investments 19.40 19.25 

Total liquidity 0.84 0.50 0.00 5.00

Total miscellaneous 0.37  

Total 100.00 100.00 0.00 0.00
  

 


