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Conflict with North Korea unsettles the 
capital markets 

Financial markets 
The third quarter was defined on the one hand by geopo-
litical conflicts and on the other by good economic condi-
tions. North Korea caused additional tensions with its nu-
clear tests and an improvement in relations especially with 
the United States and Japan was not apparent until the 
end. Stock markets temporarily reacted nervously, but 
were able to continue their upside trend and in some cases 
reached new highs. Gold was able to benefit from this en-
vironment, but had to forfeit part of the profits during the 
course of the year. 
 

 
The U.S. economy continues to develop positively and was 
recently able to confirm this with encouraging data. Thus, 
measured by the purchasing managers index ISM, senti-
ment in the industry rose to its highest level in 13 years. 
Economists had expected a decline in the index, which is 
considered a reliable leading indicator. Damage caused by 
September hurricanes is not expected to have any lasting 
negative impact on U.S. economic growth, which contin-
ued to develop positively over the past quarter. The U.S. 
Federal Reserve (Fed) has announced that it will gradually 
reduce its balance sheet total, thereby signaling an end to 
its ultra-expansionary monetary policy. A further increase 
in key interest rates in 2017 appears possible against this 
background. 
 
Comparable decisions by the European Central Bank (ECB), 
however, are still pending. However, market participants 

are also expecting an end or a reduction in the bond pur-
chase program in the foreseeable future. Markets initially 
reacted cautiously, while the euro already benefited from 
possible monetary policy measures and was able to gain 
against other currencies such as the U.S. dollar and the 
Swiss franc. Economic data in the eurozone continues to 
be robust. For example, unemployment remains at multi-
year lows and the Economic Sentiment Indicator (ESI), 
which measures sentiment among businesses and house-
holds, has risen to its highest level since June 2007. 
 
The Swiss economy is developing somewhat weaker than 
expected. This was attributable in particular to foreign 
trade, while private consumption continued to provide 
support. Against this background, the Swiss franc depreci-
ated significantly against the euro in the third quarter. The 
announcement by the Swiss National Bank (SNB) of plans 
to maintain its loose monetary policy further supported 
this development. Swiss stock hit a new high for the year in 
the third quarter and are still approaching their all-time 
highs. 
 

 
Japan's market development in the third quarter was dom-
inated by geopolitical tensions with North Korea and a new 
election announced by Prime Minister Abe. Among the 
emerging markets, Brazil developed particularly well, 
driven above all by political reforms. Russia benefited from 
rising oil prices. The latter posted a sharp increase, driven 
by declining stocks in the U.S. and the announcement of 
reduced production volumes coupled with rising demand. 
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Portfolio return (Q3 2017) 
Another three positive months gave rise to a solid third 
quarter for the Vita Joint Foundation. July offered the larg-
est contribution of 1.09% to performance at 1.66%. August 
and September were also positive, however, delivering 
0.26% and 0.30% respectively. 
 
Comparing the asset classes we can see that, once again, 
the best performance in this reporting quarter came from 
equities. All of the other asset classes also contributed a 
positive performance with the exception of alternative in-
vestments. 
 
Equities in all regions closed out the quarter with positive 
results. Top of the leader board were equities from emerg-
ing economies. They contributed 8.37% in added value to 
the overall portfolio, equivalent to 0.44 percentage points 
and accounting for around one-fourth of the quarterly per-
formance. US equities delivered a similar contribution of 
0.43 percentage points. This was achieved by way of their 
quarterly performance at 5.30%. Viewed in absolute terms, 
the lowest performance came from Swiss equities at 
3.45%. Equities from Europe and Japan reached the middle 
of the field with 5.60% and 5.94%, respectively. 
 
After a decent first two quarters, this third quarter saw a 
positive upswing in bonds of 0.70%. They consequently 
generated 0.25 percentage points for the overall portfolio. 
With the quarter being so positive for equities, it is hardly 
surprising that convertible bonds also delivered positive 
results: they contributed 0.11 percentage points to the 
overall portfolio performance, with an absolute perfor-
mance of 2.02%. Ranking behind were European corporate 
bonds at 1.22%and US corporate bonds at 0.92%. 
 
Real estate and mortgages also continued to show positive 
performance at 0.76% and 0.44% respectively. Together 
they managed a contribution of 0.11 percentage points to 
the overall portfolio performance. The subcategory of Real 
Estate Europe Direct outperformed all others with an abso-
lute 1.00% performance. 
 
At -0.04%, alternative investments saw a well-drawn third 
quarter on the surface. On closer examination, however, it 
is clear that all of the subcategories closed out the quarter 
positively with the exception of Insurance-Linked Strate-
gies. The absolute quarterly performance of -13.84% is a 
reflection of the fact that the hurricane season so far has 
had a major impact on the ILS portfolio. 
The remaining subcategories performed well in the third 
quarter: results ranged between 6.11% (Infrastructure I) 
and 0.41% (CLO). 
 

Expanding our overview to the first nine months of the cur-
rent year, it is apparent that an overall portfolio perfor-
mance of 4.66% is just around the corner. 
 
Here too equities stand out through their absolute perfor-
mance of 14.54% and a resulting contribution of 3.67 per-
centage points. All of the other investment categories per-
formed positively albeit with clear margins. First came real 
estate with 4.10%, followed by bonds with 1.82%, mort-
gages with 1.39% and alternative investments with 0.86% 
performance. 
 

 Vita portfolio Benchmark Differ-
ence

First quarter 2017 2.16% 2.05% 0.11% 

Second quarter 2017 0.78% 0.88% -0.10% 

7/2017 1.09% 1.01% 0.08% 

8/2017 0.26% 0.19% 0.07% 

9/2017 0.30% 0.61% -0.31% 

Third quarter 2017 1.66% 1.82% -0.16% 

2017 (TTWR) 4.66% 4.82% -0.15% 

 
TTWR: True Time Weighted Rate of Return; portfolio performance disregard-
ing the inflow and outflow of capital during the assessment period; this calcu-
lation has been based on daily weightings that are geometrically linked since 
2010. 
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Asset structure as of September 30, 2017 
 

 

In % Target Min. Max.

 Strategy 

Equities Switzerland 5.85 6.00 4.20 7.80

Equities abroad 20.83 17.50 12.25 22.75

Total assets 26.68 23.50 

Swiss bonds 8.52* 9.00 6.30 11.70

Foreign bonds 27.11 26.00 18.20 33.80

Total capital market 35.63 35.00 

Swiss real estate 7.27 7.00 4.90 15.10

Real estate abroad 3.20 3.00 0.70 3.90

Total real estate 10.47 10.00 

Mortgages 6.65 8.00 5.60 10.40

Total mortgages 6.65 8.00 

Private equity 1.60 3.00 0.00 3.90

Hedge fund 9.16 10.00 7.00 13.00

Infrastructure 1.70 2.00 0.00 2.60

Senior loans 4.35 4.00 2.80 5.20

Insurance-linked securities 2.09 3.00 0.00 3.90

Collateralized loan obligations  0.75 1.00 0.00 1.30

Total alternative investments 19.65 23.00 

Total liquidity 0.81 0.50 0.00 5.00

Total miscellaneous 0.11  

Total 100.00 100.00 
  

   
*Also includes investments with similar risk/return characteristics for collateral purposes
 
 


