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Investment Review 

April was a very strong month for equity markets on rising 

expectations of a macroeconomic rebound, the speed-up of 

vaccinations across the developed world and a strong start 

into the earnings season for the first quarter of the current 

year in the U.S. as well as in Europe. A further driver of stock 

returns was the announcement of large-scale long-term 

investment plans to support American families, to modernize 

the U.S. infrastructure and to improve the competitiveness of 

corporate America. Most major equity indices delivered 

positive returns since the beginning of the current year. The 

S&P 500 Index gained 11.8%, the Swiss SMI Index is up 

2.1%, the Euro Stoxx 50 index rose 11.1% and the MSCI 

Emerging Markets index is up 4.8%, all on a total return basis 

in USD terms. Bond yields at the long end of the government 

curve moved slightly lower in April due to a consolidation of 

inflation expectation, while the front end remained anchored 

by ultra-low central bank rates. Credit spreads continued to 

move sideways close to historic lows as non-performing loans 

and default rates remain under control due to government 

support measures. The price of gold moved higher in April, 

closing the month at $1780 per ounce. 

 

 
[Source: Bloomberg, Vontobel Swiss Wealth Advisors (VSWA)] 

At the most recent meeting of our Investment Committee 

we decided to reduce the equity quota in all multi-asset 

mandates, but remained slightly overweight. Valuation 

multiples across major stock markets are relatively high 

by historic standards and the expected global economic 

rebound is largely reflected in today’s stock prices. While 

we believe in further upside potential for stocks over the 

next years on rising company earnings, the short-term 

outlook seems a bit more restrained. History shows that 

stock market performance in the second year after a bear 

market is usually positive. However, temporary setbacks 

between 5% and 15% have been the norm rather than the 

exception. Having been overweight in equities during 

most of the recent stock market recovery, we see current 

valuations, an already high optimism among private as 

well as institutional investors, and the high likelihood of a 

further advance in interest rates at the longer-end of the 

curve as a good opportunity to reduce risk exposure a bit 

and wait for more attractive entry points after a potential 

stock market consolidation. 

 

Global Economy 

Despite the spread of more infectious virus strains in several 

emerging countries, such as India and Brazil, we adhere to 

our baseline scenario of strong global growth in 2021. The 

current trajectory of vaccinations per day indicates, that the 

majority of the population in the developed world will most 

likely have received a first vaccine dose by mid-year. Several 

countries are already relaxing mobility restrictions, brick-and-

mortar businesses are starting to reopen and high frequency 

indicators point to increasing consumer activity across retail 

areas. This post-pandemic reopening, the steady return to 

normal spending habits and high personal savings rates will 

likely drive strong pent-up demand. Inflation will temporarily 

pick up over the coming months on base effects but remain 

under control during the remainder of 2021, so that we should 

not expect rate hikes from major developed market central 

banks before 2023. 

 

We are increasing our U.S. real GDP growth forecast for 2021 

from 5.9% to 6.1% on the back of significant fiscal stimulus 

and widespread immunization. March retail sales increased 

by much more than expected, reflecting a significant boost 

from reopening and stimulus checks. Retail sales improved 

across all categories, with double digit increases for sporting 

goods, clothing and accessories, cars, as well as for food and 

beverage compared to the previous month. We continue to 

expect strong consumption growth in the second quarter and 

during the second half of 2021. The Conference Board index 
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of consumer confidence strongly increased in April, reflecting 

improvements in both, households’ perceptions of the present 

economic situation as well as consumers’ expectations of 

future conditions. Confidence has rebounded sharply over the 

past two months, as consumers are more upbeat about their 

income prospects due to the improving job market and the 

expectation of an improving economy. Home prices rose by 

1.2% in February according to the Case-Shiller National 

Home Price index. Strength is reflected across all 20 cities 

covered by the report. The year-on-year reading accelerated 

to 11.9% compared to 11.2% in January. New home sales, 

existing home sales, housing starts as well as building permits 

all point to a strong housing market environment. 

 

Key recent data releases across the Euro area surprised to 

the upside and forward-looking indicators continued to rise 

throughout the first quarter. Thus, we remain confident that 

Euro area growth will rebound sharply from the spring into the 

summer. Italy has already started to ease mobility restrictions, 

and Spain as well as France are planning to follow in the first 

half of May. Surveys of purchasing managers suggest that the 

services sector returned to growth in April for the first time in 

eight months, which is remarkable given that many shops, 

hospitality and entertainment providers still operate way below 

capacities. The Euro area’s manufacturing upturn seems to 

be the strongest in more than two decades and continues to 

be led by Germany. Given prolonged lockdowns during April 

and into May we are reducing our growth forecast for 2021 

from 4.3% to 4.1%.   

 

Switzerland’s most important economic early indicator, the 

KOF economic barometer, recently jumped to the highest 

level since 2010, signaling that a strong economic rebound 

seems underway. The rise in March was mainly driven by the 

manufacturing sector, with measures of foreign and domestic 

demand also having been positive contributors. The Swiss 

National Bank expects economic output to return to levels 

from before the pandemic in the latter half of 2021. Our real 

GDP growth forecast for 2021 remains unchanged at 3.4%. 

 

Recovering household consumption and an acceleration in 

construction activity are positives for the Chinese economy, 

where the recovery from the virus shock seems essentially 

complete. External demand may also have strengthened. 

South Korean exports, which are an early indicator for China’s 

exports, increased by more than 45% in April compared to a 

year earlier.  

 

Key leading indicators show that our baseline scenario of 

a global economic recovery is still valid. We adhere to 

our forecast of around 5.5% global GDP growth in 2021. 

 

VSWA Forecast; () old forecast 

Bonds 

Inflation remained the main topic for fixed income investors in 

April. Following the latest meeting of the Federal Open Market 

Committee (FOMC) at the end of April, Fed Chair Jerome 

Powell pushed back on the idea that the Fed should taper its 

asset purchases anytime soon. Acknowledging the progress 

of the economic recovery due to vaccinations and government 

spending, the FED does not want to act prematurely and 

maintains its view on “transitionary inflation”. Recent data 

releases for March show that U.S. inflation, as recorded by 

the Core Consumer Price Index (CPI), which excludes the 

more volatile food and energy prices, increased by 1.6% 

compared to the previous year. The Core Personal 

Consumption Expenditure Deflator (PCE) paints a similar 

picture, increasing 1.8% compared to March one year ago. As 

expected, headline inflation came in above 2%, highlighting 

the basis-effect stemming from the volatility in the oil price 

over the last 12 months. Bottlenecks in supply-chains created 

stunning price action in various commodities and goods over 

the past 4 weeks. From semi-conductors to wood, supply-

demand imbalances lead to temporary price distortions and 

even hamper the production output of industries further down 

the value-chain. We see these developments as the main 

reason for the weaker-than-expected ISM Manufacturing PMI 

print. Dampened growth expectations immediately led to a 

drop in the 10 year yields. 

 

In March, Eurozone core inflation stood at 0.9%, while 

Switzerland recorded -0.4%. Given the slower vaccination 

pace in Europe, the ECB has even less reasons to deviate 

from its dovish monetary policy path. The notoriously low 

inflation in Europe remains a headache for ECB president 

Christine Lagarde. Hence we would expect any tapering or 

interest rate hikes to happen in Europe only after the FED 

made the its first move. 

 

The yield of 10-year U.S. Treasuries fell by 10 basis points in 

April and now stands at around 1.6%. Several well-known 

economists and investors recently criticized the FED for falling 

behind the curve with their overly accommodative monetary 

policy and made their case for a further rise in yields. Once 

the temporary bottle-necks in the supply-chain are resolved, 

the labor-market will ultimately determine whether inflation is 

trending higher on a sustainable basis. Compared to the US, 

yields in Europe have been rising over the past weeks and 

are now back to pre-pandemic levels. However, in both 

Europe and the U.S., real interest rates remain strongly 

negative. 

 

 
[Source: Bloomberg, VSWA] 

GDP growth (in %) 

 2019 2020 Current 

Forecast 

2021 

Forecast 

2022 

Eurozone 1.3 -6.8 -4.9 4.1(4.3) 4.0 

USA 2.2 -3.5 -2.4 6.1(5.9) 4.2 

Japan 0.3 -4.9 -1.3 2.6 1.8 

UK 1.4 -9.9 -7.3 5.2 5.0 

Switzerland 1.1 -3.5 -1.7 3.4 2.8 
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Credit spreads continued to move sideways close to historic 

lows, trading in line with the economic recovery. We expect 

credit spreads to stay at current levels for the coming 

quarters, as we live through a period of strong growth where 

credit risk seems to be non-existent, especially with regards to 

high quality investment grade corporate bonds. We continue 

to underweight fixed income due to unattractive real returns 

that the asset class currently offers. Within fixed income we 

favor corporate over government debt due to the additional 

spread at very low risk. 

 

The discussion whether the rise in inflation is sustainable 

or transitory remains a key topic among investors and 

central bank officials. Recent economic data releases 

paint a mixed picture with bottlenecks in certain goods 

leading to price hikes but also constrain growth. In our 

multi-asset mandates we remain underweight fixed 

income and favor corporates over government bonds. 

 

VSWA Forecast; () old forecast 

 

VSWA Forecast; () old forecast 

 

Equities 
April was another strong month for global equity markets and 

many indices delivered double digit gains since the beginning 

of the current year. Equity market valuation is increasingly 

elevated by any historic standards, most institutional investors 

are now overweight equities and the sentiment among private 

investors already reached very optimistic levels. History 

shows that equity returns during the second year after a bear 

market are usually positive, with the average return of the 

S&P 500 index over the past 70 years being around 12.7%. 

However, equity markets can be quite choppy after the initial 

rebound, as rising earnings expectations and falling valuation 

multiples become opposing forces. Over the past 70 years, 

the average intra-year drawdown of the S&P 500 index in the 

second year after a bear market was 9.8%. While we are still 

optimistic about the medium-term perspectives for equities, 

we would also not be surprised about a temporary setback in 

the coming months. Although U.S. growth will remain strong 

through the next few quarters, the pace of growth will likely 

peak within the next few months, as the tailwinds from record 

high fiscal stimulus and the reopening slowly start to fade. In 

the shorter term, equity markets often struggle when a very 

strong rate of economic growth starts to slow. Another source 

of potential short-term risk is the planned tax reform of the 

Biden administration. The proposed increase in corporate 

taxes would reduce the aggregated earnings of the S&P 500 

members by between 5% and 7%, depending on the final 

outcome. Investor attention also shifted to the idea to roughly 

double the long-term capital gains tax for wealthy individuals 

with more than $1 million in annual income. Past hikes of the 

capital gains tax have been associated with initial declines in 

equity prices. However, net equity selling around capital gains 

tax hikes was usually short lived and reversed in the months 

following the hike. Cash allocations of U.S. households are 

close to their 30 year average despite cash yields being 

around zero. The potential selling of money market fund 

holdings could very well lead to additional equity demand and 

represent a counterweight to tax induced equity selling. 

 

The valuation of major stock market indices further increased 

in April, as stock prices rose faster than earnings estimates. 

Based on consensus estimates for the current year, the Price-

to-Earnings (PE) ratios are 18.3 for Switzerland, 19.0 for the 

Eurozone and 23.5 for the S&P 500, which is clearly above 

the 10-year average for the U.S. market, and more or less in-

line in the case of Switzerland and the Eurozone. Consensus 

earnings estimates will likely continue to move higher over the 

next quarters, which will be supportive for the market as 

earnings are the most important driver of stock returns. The 

valuation of equities versus bonds is still close to historic 

averages, making equities the preferred asset class in the 

medium term.  

 

The current round of corporate earnings is proving to be one 

of the most successful in history with more than 55% of U.S. 

large caps and around 40% of Eurozone blue chip companies 

having reported so far. Earnings growth has vastly exceeded 

expectations in the U.S. and in Europe and the proportion of 

earnings beats is close to a historical high. For the S&P 500, 

more than 85% of member companies beat expectations so 

far and the average earnings beat was around 24%. For the 

Euro Stoxx index, the beat ratio was 74% and the average 

earnings beat almost 50%. However, share price reaction on 

good earnings reports has been slightly skewed to the 

downside so far, which may mean that high expectations have 

largely been priced in. The American Association of Individual 

Investors (AAII) survey shows that 53% of investors are now 

bullish for stocks, which reflects an increasing optimism and 

should be seen as a reminder to become more vigilant. 

 

 

[Source: Bloomberg, VSWA] 

Key interest rates (in %) 

 2019 2020 Current 

Forecast     

3 months 

Forecast    

12 months 

EUR  -0.50 -0.50 -0.50 -0.50 -0.50 

USD 1.75 0.25 0.25 0.25 0.25 

JPY -0.10 -0.10 -0.10 -0.10 -0.10 

GBP 0.75 0.10 0.10 0.10 0.10 

CHF -0.75 -0.75 -0.75 -0.75 -0.75 

10-year government bond yields (in %) 

 2019 2020 Current 

Forecast     

3 months 

Forecast    

12 months 

EUR 

(Germany) 

-0.2 -0.6 -0.3  -0.3(-0.4)  -0.1(-0.2) 

USD 1.9 0.9 1.6 1.6 1.9 

JPY 0.0 0.0 0.1 0.1  0.1 

GBP 0.8 0.2 0.8 0.7 1.0 

CHF -0.5 -0.6 -0.3 -0.3 -0.2 
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VSWA Forecast; () old forecast 

 

The reduction of our equity quota across all mandates is 

a tactical move and reflects our view that equity markets 

have probably moved too fast. Relatively lofty valuations 

and high investor optimism point to limited short-term 

potential. We would consider any correction as a healthy 

development and a reason to increase our equity quota. 

Our medium-term preference for equities as the most 

attractive asset class remains unchanged, as strong 

earnings growth will likely drive equities higher over the 

coming years.  

 

Currencies 

In April, the U.S. Dollar depreciated against all G10 currencies 

mainly as a result of falling yields at the long end of the U.S. 

government bond curve. The Swiss Franc and the Euro 

gained 3.3% and 2.5% against the USD, respectively, partly 

reversing the losses seen since the beginning of the current 

year. Based on actual levels of key currency crosses we see 

a small potential for further U.S. Dollar depreciation. During 

his latest press conference, Fed Chair Powell indicated that 

the Federal Open Market Committee (FOMC) was not ready 

to begin considering tapering bond purchases. The FOMC 

believes that the economy is not close to substantial further 

progress and it will likely take some time for further progress 

to be achieved. The Fed’s dovish monetary policy stance and 

our expectation of a global economic recovery in 2021 will 

continue to act as a tailwind for USD depreciation. However, 

any rise in longer U.S. maturities or prolonged lockdowns 

across Eurozone countries would certainly be positive for the 

USD and warrant upward revisions to our forecasts for USD 

crosses. 

 

 
[Source: Bloomberg, VSWA] 

 

We slightly reduce our 3-months forecast for USD/CHF 

from 0.92 to 0.91 and increase our forecast for EUR/USD 

from 1.19 to 1.21 over the next 3 months. We also raise 

our forecast for GBP/USD from 1.37 to 1.39 over the next 

3 months and from 1.39 to 1.41 over the next 12 months. 

Our 12-months forecast for EUR and CHF against the 

USD remains unchanged. 

 

Currencies 

 2019 2020 Current Forecast 

3 months 

Forecast 

12 months 

CHF per EUR 1.09 1.08 1.10 1.10 1.10 

CHF per USD 0.96 0.88 0.91 0.91(0.92) 0.89 

USD per EUR 1.12 1.22 1.21 1.21(1.19) 1.23 

JPY per USD 108 103 108 106 104 

USD per GBP 1.32 1.37 1.39 1.39(1.37) 1.41(1.39) 

VSWA Forecast; () old forecast 

 

Commodities 

According to the American Petroleum Institute (API), crude 

stockpiles fell by 7.7 million barrels in the week ended April 

30, representing more than triple the drawdown expected by 

analysts. U.S. fuel demand seems to rise on a rebounding 

economy and the upcoming summer driving season, which 

should further support oil prices despite slower demand from 

several Emerging Countries, such as India or Brazil. Despite 

the strong oil price recovery from April 2020 lows, the number 

of U.S. rigs currently increases at a slower pace compared to 

previous post-crisis periods. However, at prices above $60 

per barrel many high-cost projects become economically 

viable, which should ultimately drive higher U.S. production 

activity during 2021 and will likely limit further upside for the 

oil price. The OPEC is currently in a strong position, as 

outside of OPEC, Russia and U.S. shale only few longer-term 

projects are expected to come online over the next few years. 

Surging crude demand from emerging countries as well as 

high spare capacities due to voluntary production cuts bring 

OPEC in an optimal position to dominate the market. 

 
The consolidation of longer-term bond yields and a slightly 

weaker U.S. Dollar led to a recovery of the gold price in April. 

At a current price of $1781 per ounce, gold almost reached 

our 3-months price target. We refrain from increasing our 

price target, as the short-term potential for gold seems 

relatively limited at current levels. We clearly passed the point 

of maximum financial stress, the global economy is in 

recovery mode, long-term yields are more likely to rise than to 

fall and mine production interruptions are now behind us. All 

these factors speak against a strongly rising gold price over 

the next months. 

 

Commodities 

 2019 2020 Cur-

rent 

Forecast 

3 months 

Forecast 

12 months 

Crude oil (WTI, 

USD/barrel) 

61 48 61 60 65 

Gold (USD/   

troy ounce) 

1517 1897 1’781 1800 1900 

Copper (USD/    

lb.) 

2.80 3.50 4.40 4.50(4.20) 4.80(4.50) 

VSWA Forecast; () old forecast 

 
The medium-term picture for gold is still positive in our 

view. Gold consumption in Emerging Countries, which 

represents an important driver for gold, is set to profit 

from an economic recovery later in 2021. Ballooning 

Equity market valuations 

 Price to earnings ratios 
Price 

to 

Book 

2021E 

Dividend 

yield % 

2021E  

Expected 

2021 

Expected 

2022 

10 year 

average 

USA 23.5 20.7 19.9 4.2 1.4 

Eurozone 19.0 16.6 19.6 2.1 2.7 

Switzerland 18.3 16.5 17.6 2.9 2.6 

UK 14.3 12.8 21.9 1.8 3.8 

Japan 16.4 14.3 16.5 1.3 2.0 
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budget deficits and high public debt levels should also be 

supportive for gold. 
 

 

 

  

The views expressed herein represent the opinion of Vontobel Swiss Wealth Advisors AG (“VSWA”). This report is deemed to 
constitute “marketing material” within the meaning of Article 68 of the Swiss Financial Services Act, is for your information only 
and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment instruments. The analysis contained 
herein is based on numerous assumptions. Different assumptions could result in materially different results. All information 
and opinions expressed in this report were obtained from sources believed to be reliable and in good faith, but no 
representation or warranty, express or implied, is made as to their accuracy or completeness. Past performance of an 
investment is not indicative of its future performance. Some investments may be subject to sudden or large falls in value and 
on realization you may receive back less than you investment or may be required to pay more. Changes in foreign exchange 
rates may have an adverse effect on the price, value, or income of an investment. This document may contain forward-looking 
statements, generally identified by our use of forward-looking terminology such as "may", "will", "expect", "intend", "anticipate", 
"estimate", "believe", "continue", “forecast”, “see” or other similar words. Readers of this report should be aware that there are 
various factors that could cause or contribute to such differences including, but are not limited to, changes in general 
economic and business conditions, industry trends, changes in government rules and regulations (including changes in tax 
laws) and increases in interest rates. Accordingly, readers are cautioned not to place undue reliance on these forward-looking 
statements, which speak only as of the date of this outlook. We do not make any representations or warranties (expressed or 
implied) about the accuracy of any such forward-looking statements or the performance or valuation of any investment 
instrument or strategy discussed in this report. This report may not be reproduced or copies circulated without prior authority 
from VSWA. VSWA expressly prohibits the unauthorized distribution and transfer of this report to third parties for any reason. 
Since VSWA does not provide tax advice and is unable to take into account the particular tax implications of an investment 
instrument, we recommend that you seek specific advice from a specialized tax advisor prior to making any investment 
decision. 
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