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Financial markets marked by presidential 
elections and interest rate increase in the 
USA. 

Financial markets 
The Brexit vote was followed by another political surprise 
in November: the election of Donald Trump as the new 
President of the United States. The last months of the year 
also witnessed a number of monetary policy measures. 
 

 
The surprising election of Donald Trump as the new US 
President did not trigger any major price slumps as econ-
omists had predicted. To the contrary, the stock markets, 
especially in the USA, experienced significant gains, and 
the value of the US dollar rose. As expected, the Fed raised 
the interest rates in December after a one-year break. Pos-
itive US economic data supported the move on interest 
rates: The consumer mood continued to climb in the 
fourth quarter, the unemployment rate surprisingly fell to 
4.6 percent, and private consumption performed well. 
 
In December, the people rejected Italy's constitutional 
amendment. However, the price slump that economists 
had feared would occur on European stock exchanges did 
not happen. The bond purchase program of the ECB was 
extended for nine months until the end of 2017. In re-
sponse, European stock markets recorded significant gains. 
Interest rates on short to medium term bonds dropped 
slightly, and the interest rates on long term  bonds in-
creased further. The monetary policy measures of the ECB 
should provide the Eurozone with additional economic 
momentum. Besides the good performance of the retail 

sector and industrial production, the purchasing manager 
data continue to suggest a recovery of the Eurozone. 
 
The Swiss economy developed soundly in the fourth quar-
ter as well. Firstly, the increase in the National Association 
of Purchase Managers Index in November was stronger 
than expected. Secondly, manufacturing and private con-
sumption also performed well. However, the situation in 
the retail sector remained tense. The export data continue 
to suggest a recovery of exports, which is likely to provide 
the economy with a further boost. 
 

 
In the fourth quarter, Japan's economy again failed to 
achieve any major upturn. Above all the development of 
the trade data was disappointing again. In October, ex-
ports had dropped for the 13th month in a row, likely due 
to the strong yen. Year on year, imports also fell. Never-
theless, consumer prices again reached the positive range 
after six months. In the last quarter of the year, the Bank 
of Japan continued to keep the return of 10-year govern-
ment bonds at the target mark of zero percent by means 
of its securities purchasing program. Thus, Japan's ultra 
easy monetary policy appears to be gradually overcoming 
deflation. 
 
In China, economic data continued to give reason to hope 
for a stabilization of the economy. Year on year industrial 
production, retail sales and investments increased signifi-
cantly. Imports and exports continued to disappoint, falling 
faster than expected. 
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Following the OPEC decision to curb oil production, the oil 
price continued to recover. The announcement of non-
OPEC countries following suit in cutting oil output also had 
a positive effect on the oil price. The gold price dropped 
considerably in the last months of the year. This may be 
due to the rise in US interest rates and the appreciation of 
the US dollar. 
 
Measured by the Swiss Bond Index, the domestic bond 
markets recorded a drop of 2.82 percent. EUR bonds 
closed with a loss of 4.66 percent. USD bonds finished the 
quarter with an increase of 0.35 percent (all values in CHF). 
 
In this environment, the SMI concluded the quarter with 
an increase of 0.99 percent, the US Dow Jones was up 
12.96 percent and the European DJ Eurostoxx50 index 
gained 7.74 percent (all values in CHF). 
 
On the foreign exchange market, the euro closed with a 
loss of 1.60 percent, and the dollar recorded an increase of 
4.84 percent. The yen ended the quarter at minus 
8.98 percent (all values compared to CHF). 
 
Portfolio return (fourth quarter) 
Despite ongoing market volatility, the Vita Joint Founda-
tion achieved solid performance of 1.20 percent in the 
successful fourth quarter. The performance of the individ-
ual asset classes was heterogeneous, ranging from 
4.76 percent (equities) to -1.49 percent (bonds). Equities 
contributed 1.23 and bonds -0.53 percentage points to the 
overall portfolio performance. 
 
In the field of equities, US equities were in the lead, espe-
cially due to the Trump effect mentioned at the outset. At 
9.65 percent, they greatly outperformed Japanese equi-
ties, the second-best investment in equities (4.83 percent). 
These were followed by Swiss equities with 3.01, European 
equities with 2.25 and those from emerging markets with 
1.08 percent. 
As the US equities account for the greatest share in the 
asset class, they also made the greatest contribution of 
0.78 percentage points to the overall portfolio perfor-
mance.  
 
After three positive quarters, bonds underwent a negative 
fourth quarter. This was mainly because of the general 
increase in medium and long-term interest rates. All posi-
tions finished the quarter at negative levels (from -0.95 to -
3.25 percent), except for convertible bonds 
(+0.30 percent), whose equity-based component was able 
to elevate this asset class to the positive range. 
 
Once again, real estate (1.78 percent) and mortgages 
(0.49 percent) made for a positive quarter, contributing 

0.19 and 0.03 percentage points, respectively, to the over-
all portfolio performance. Due to the greater weighting of 
6.48 percent, Swiss residential real estate accounted for 
the greatest share (0.17 percentage points). 
 
Alternative investments also closed the quarter on a posi-
tive note. Thus, the investment groups private equity 
(8.68 percent) and hedge fund (0.89 per cent) each con-
tributed 0.09 percent to the overall portfolio performance. 
 
Portfolio return (2016) 
In 2016, the financial markets closed on a positive note, 
though the year had again been eventful and the events 
had influenced the market to a considerable extent – 
sometimes in a way opposite to what had been expected! 
Throughout 2016, the performance of the Vita Joint Foun-
dation reached a good value of 3.75 percent. By compari-
son, the UBS pension fund barometer recorded a perfor-
mance of 3.41 percent in 2016 and the CS pension fund 
index 3.87 percent. 
 
In 2016, real estate was the best asset class, with a per-
formance of 6.67 percent. Equities followed closely, with 
6.00 percent. Further below, bonds also delivered a posi-
tive performance of 2.85 percent thanks to the first three 
successful quarters. Mortgages recorded 2.05 and alterna-
tive investments 1.43 percent. 
 
Emerging market equities (13.92 percent) and US equities 
(12.20 percent) stood out with two-digit performance 
rates. These dynamics, which were especially noticeable 
toward the end of the year, did not arrive in Europe to the 
same extent – at least not in the year-end statement – as 
can be seen from the performance figures for Swiss equi-
ties (-0.54 percent) and European equities (-1.07 percent). 
At 1.61 percentage points, equities accounted for almost 
half of the overall portfolio performance. 
 
Among the alternative investments, senior loans stood out 
with their performance contribution of 0.24 percent to the 
overall portfolio. Hedge funds pointed in the opposite di-
rection, with a contribution of -0.27 percentage points. 
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Vita portfolio Benchmark 

Differ-
ence 

First quarter of 2016 -1.10% -0.79% -0.31% 

Second quarter of 
2016 

1.39% 1.45% -0.06% 

Third quarter of 2016 2.23% 2.09% 0.14% 

Fourth quarter of 2016 1.20% 0.83% 0.37% 

2016 (TTWR) 3.75% 3.60% 0.15% 

2016 (MWR net) 3.52%   

    
TTWR: True Time Weighted Rate of Return; portfolio performance disregard-
ing 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. 
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Asset structure as of December 31, 2016 
 

 In % Target Min. Max. 

  Strategy 

Swiss equities 6.11 6.00 4.20 7.80 

Foreign equities 20.08 19.25 12.25 22.75 

Total equities 26.19 25.25   

Swiss bonds 7.38 10.00 6.30 11.70 

Foreign bonds 28.01 26.00 18.20 33.80 

Total capital market 35.39 36.00   

Swiss real estate 7.40 7.00 4.90 15.10 

Foreign real estate 3.11 3.00 0.70 3.90 

Total real estate 10.51 10.00   

Mortgages 6.58 8.00 5.60 10.40 

Total mortgages 6.58 8.00   

Private equity 1.45 1.25 0.00 3.90 

Hedge fund 9.49 10.00 7.00 13.00 

Infrastructure 0.90 1.00 0.00 2.60 

Senior loans 4.50 4.00 2.80 5.20 

Insurance linked securities 2.56 3.00 0.00 3.90 

Collateralized loan obligation  0.75 1.00 0.00 1.30 

Total alternative investments 19.65 20.25   

Total liquidity 1.63 0.50 0.00 5.00 

Total miscellaneous 0.05    

Total 100.00 100.00   

     
 


