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Geopolitical uncertainty moves financial 
markets 

Financial markets 
Although investor confidence was shaken in the second 
quarter by the punitive tariffs levied by the United States 
and by political developments in Italy, the global economy 
continued to grow at a solid pace.  
In late May, the Trump administration decided to impose 
protective tariffs on Canada, China, the European Union 
and Mexico. It imposed tariffs of 25 percent on steel im-
ports and ten percent on aluminum imports. U.S. President 
Trump justified these protectionist measures by saying 
they were necessary to ensure “national security”. In re-
sponse, the targeted countries threatened to retaliate 
against the United States. The momentum of the U.S. 
economy was strong in spite of the trade war. The pur-
chasing managers’ indexes showed still-upbeat business 
climate sentiment, and unemployment dropped to its low-
est level since April 2000. Due to the strong economic ac-
tivity and slow increase in the inflation rate, the Fed raised 
the prime rate to 1.75 to 2 percent and signaled that two 
more increases might be coming this year. 
 

 
In the eurozone, Italy faced a political crisis after Sergio 
Mattarella, the Italian president, vetoed the coalition 
agreement between the 5 Star Movement and League be-
cause the parties had nominated a Eurosceptic to serve as 
the country’s finance minister. While the parties eventually 
managed to agree on a compromise candidate to serve as 
the finance minister, European equity markets came under 
pressure. Although the eurozone’s economic momentum 

began to sputter in the second quarter, various economic 
indicators continue to signal solid economic growth. In this 
environment, the European Central Bank (ECB) announced 
that it would begin tapering its securities purchases in the 
second half of the year. At the same time, however, it af-
firmed that it would wait over a year to increase interest 
rates. 
 
Switzerland’s economic data continued to be stable even if 
some economic figures failed to return to the record highs 
of the first quarter. The manufacturing sector continued to 
experience a boom as the job market improved, which 
continued to feed the momentum in the domestic econ-
omy. As was to be expected, the Swiss National Bank (SNB) 
maintained its monetary policy stance at its quarterly 
meeting. The SNB emphasized once again that the Swiss 
franc was overvalued and that economic recovery de-
pended on negative interest rates and on the bank inter-
vening in the FX markets if needed. The Swiss franc rose in 
response to the political risks in Italy and concerns sur-
rounding U.S. protectionism. 
 

 
Japan’s economy recovered from its slump in the first 
quarter. The outlook for the manufacturing sector im-
proved, while activities in the service sector remained 
solid. Foreign demand for Japanese products remained sta-
ble, although the trade dispute sparked by the United 
States could have a negative impact on Japan’s exports. 
 
China’s economic growth slowed down despite stable pur-
chasing managers’ indexes and GDP data. Retail sales, in-
dustrial production and infrastructure investment failed to 
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meet expectations. The trade standoff with the United 
States continued to escalate after both sides slapped tariffs 
of 25 percent on USD 50 billion in trade. In addition, the 
U.S. administration threatened to impose additional 10 
percent tariffs on USD 200 billion in Chinese imports and 
restrict investment in U.S. technology companies. Both the 
Chinese renminbi and Chinese equity markets responded 
negatively. 
 
The oil price continued its rally in the second quarter. To 
keep the oil price from climbing further and at the same 
time prevent a slowdown of global economic growth, 
OPEC and other major oil producers like Russia decided to 
step up daily production. 
 
Portfolio return (second quarter) 
The reporting quarter started out strong but suffered 
losses as it continued, ending with a small positive return 
of 0.13 percent. 
 
Quarterly performance of the subcategories was a mixed 
bag, with both gains and losses. The best performer was 
private equity with 3.24 percent, followed by infrastruc-
ture (2.83 percent). Hedge funds, by contrast, were the 
worst performers (-1.73 percent). They contributed to the 
overall portfolio performance in this order: 0.06, 0.06 and -
0.10 percentage points. 
The alternative investments group once again demon-
strated that it is made up of very different investments. 
 
Contrary to the first quarter of 2018, emerging market eq-
uities ranked last in equity performance in the reporting 
quarter. They suffered losses of 5.34 percent and thus con-
tributed -0.35 percent to overall portfolio performance. 
Developed economy equities fared better, especially U.S. 
equities. With an absolute return of 4.89 percent, they 
contributed 0.45 percentage points to overall perfor-
mance. Trailing far behind were European and Japanese 
equities. Their reporting-quarter performance was 2.01 
and 1.01 percent, respectively. 
 
Bonds followed their negative first-quarter performance 
with a negative second quarter as well (-0.34 percent). 
USD-denominated corporate bonds lost 2.00 percent, re-
sulting in a contribution of -9 basis points to total portfolio 
performance, while U.S. government bond performance 
was slightly less than half that rate (-0.93 percent). 
Global convertible bonds had a positive impact on the 
portfolio with a performance of 0.46 percent, generating a 
contribution of 0.03 percentage points. The remaining 
bond positions remained neutral, having virtually no im-
pact on overall performance. 
 

Following a respite in the first quarter of 2018 (-0.06 per-
cent), real estate perked up again, gaining 2.17 percent in 
the reporting quarter. 
Most striking was ImAmobilien Global’s quarterly perfor-
mance of 7.41 percent, generating 0.17 percentage points 
for the overall portfolio. This result stands in stark contrast 
to the previous quarter, which they closed with a loss of 
-6.31 percent. The volatility, which is much higher than the 
other real estate, is attributable to the REITs (real estate 
investment trusts) in the portfolio. 
The remaining Swiss and international real estate positions 
closed out the quarter in positive territory at 1.00 and 1.79 
percent. 
Mortgages remained on the same path as before with an 
absolute performance of 0.40 percent and a contribution 
of 0.03 percentage points to overall portfolio performance. 
 
As mentioned before, the performance of alternative in-
vestments was mixed in the reporting quarter. Apart from 
the above extremes, insurance linked strategies contrib-
uted -0.02 percentage points to the portfolio because they 
lost another -1.10 percent. 
 

 
Vita portfolio Benchmark 

Differ-
ence 

1st quarter of 2018 -0.73% -0.74% 0.01% 

04.2018 0.73% 0.67% 0.06% 

05.2018 -0.57% -0.37% -0.20% 

06.2018 -0.03% 0.02% -0.05% 

2nd quarter of 2018 0.13% 0.32% -0.19% 

Year 2018 (TTWR) -0.60% -0.42% -0.18% 
 
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 have been geometrically linked since 
2010. 
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Asset structure as of 6/30/2018 
 

 In % Target Min. Max. 

  Strategy 

Swiss equities 6.00 6.00 3.00 9.00 

International equities 23.59 22.00 17.00 27.00 

Total equities 29.59 28.00   

Swiss bonds 5.26 5.00 2.00 8.00 

International bonds 27.60 25.00 15.00 35.00 

Total capital market 32.86 30.00   

Swiss real estate 7.70 8.00 4.00 12.00 

International real estate 5.10 5.00 2.00 8.00 

Total real estate 12.80 13.00   

Mortgages 6.42 7.00 3.00 11.00 

Total mortgages 6.42 7.00   

Private equity 1.86 3.00 1.00 5.00 

Hedge fund 6.12 6.00 3.00 9.00 

Infrastructure 1.89 2.00 0.00 4.00 

Senior loans 4.19 4.00 2.00 6.00 

Insurance linked securities 1.94 3.00 0.00 5.00 

Collateralized loan obligations 0.69 3.00 0.00 5.00 

Total alternative investments 16.69 21.00   

Total liquidity 0.98 1.00 0.00 5.00 

Total miscellaneous 0.66    

Total 100.00 100.00   

     

 


