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Fighting inflation with negative effects YTD -14.8% 

For a long time, central banks have longed for in-

flation. Now it is here to stay and it will take a 

strong central bank response to rein it in. A more 

restrictive monetary regime and higher costs are 

likely to continue to weigh on growth, margins and, 

to a certain degree, market valuations in 2023. We 

start with a more defensive positioning. 
 

 

 

Valuation losses after yield rise  

Looking back over the last 30 years, there has never 

been such a strong simultaneous correction in the 

equity and bond markets as there was last year. If 

you just invested in traditional asset classes such as 

equities and bonds, it was almost impossible to pro-

tect a portfolio. Tactically, we reduced the equity al-

location to an underweight early and focused on de-

fensive sectors with solid cash flows. At the same 

time, the low duration of bonds helped us to limit 

losses. After the recent rate hikes in the second half 

of the year, we increased the bond quota and ex-

tended the duration in parallel. Listed real estate as-

sets suffered heavily from rising interest rates and 

rapidly eroded historical premiums and are now 

"fairly" priced, but not cheap. Overall, the portfolio 

structure and tactical moves were largely correct. 

However, the execution should have been more ac-

centuated in order to better protect the portfolio in 

the challenging year 2022. 

 

Temporarily more fixed income 

The economic environment remains challenging: 

The purchasing managers' indices are forward-

looking and are currently below 50, which points to 

a recession. Central banks on both sides of the At-

lantic are loudly proclaiming their intention to raise 

interest rates further (albeit perhaps more slowly) 

to fight inflation. We are positioning ourselves for a 

recession scenario in which the central banks will 

not come to the rescue immediately. As a conse-

quence, this temporarily means somewhat fewer 

equities in favor of bonds. After valuations on the 

equity markets declined significantly in the course 

of 2022, earnings estimates proved largely im-

mune. We assume that they are still 10-20% too 

high - depending on the strength of the economic 

slowdown. As soon as earnings estimates price in 

a recession, we intend to increase the equity expo-

sure. In the meantime, we are focusing on defen-

sive dividend and value stocks and holding slightly 

more bonds. In addition to inflation-linked bonds, 

we are focusing primarily on high-quality corporate 

bonds. Recently, we have slightly increased our al-

location to emerging market bonds. Here the yield 

premiums are comparatively high and a weaker 

USD has a supporting effect. In 2023, flexibility will 

be required in tactical asset allocation. We hope to 

add value for our investors with our active ap-

proach and thank you for your trust in the new 

year. 

 
 

Rolf Iten 

Portfolio Manager 

 

 

 

 

Category Allocation 
ø 

Performance  
2022 

Contri-
bution 

Cash  (incl. fees) 7%  -0.9% 

Bonds 40% -8.6% -3.4% 

Equities 40% -16.7% -6.7% 

Real Estate 13% -19.5% -2.5% 

Foreign currencies     -1.3% 

TOTAL  100%  -14.8% 
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Disclaimer 
This publication is an advertisement for a financial service and/or financial products. The information and views provided in this publication are for information 
purposes only. They do not constitute an offer or a solicitation to buy or sell products, nor a recommendation to engage in other transactions or to conclude 
any legal transaction. It is expressly stated that no advice is given in this publication. The information is also not intended as an aid to making decisions about 
legal, tax, economic or other questions. Before deciding based on the information on our website, please consult a qualified specialist at R&Co. Investments 
are subject to risks, including the potential loss of the invested capital. The price, value and returns of investments are subject to fluctuations, i.e. they can 
fall as well as rise. Investments in foreign currencies are subject to additional currency risk, i.e. the performance of such investments depends on the volatility 
of the foreign currency. The risks are described in detail in the current product documents, which must be read carefully before investing in products. Neither 
R&Co nor its contractual partners accept liability for any losses. Positive performance in the past is no guarantee of positive performance in the future. This 
means that there is no guarantee that the value of the fund units held will equal the originally invested capital when withdrawn. This publication is not the 
result of an individual financial analysis, and the information does not consider either the specific or future investment objectives, nor the fiscal or financial 
situation or individual requirements of the particular recipient. It does not replace expert advice needed prior to making any investment decision, particularly 
in respect of all the associated risks. The information in this document is provided without any guarantee or commitment whatsoever and is made available 
to the recipient solely for his or her personal use. Reichmuth & Co Privatbankiers accepts no responsibility and provides no guarantee that the information in 
this publication is error-free. The sales prospectus with integrated fund agreement, the basic information sheet as well as the annual and semiannual reports 
are available free of charge at Reichmuth & Co Investment Management AG, Rütligasse 1, 6003 Lucerne as well as on www.swissfunddata.ch. 


