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Capital Market Outlook 1st Quarter 2020 
 

 

 
■ Our outlook for equities is positive even 

though we took some profits 

■ The economy seems to have hit the trough 
(or even passed it?) 

■ Bond markets still offer opportunities, but 
are hard to play 

 
There is no way around stocks 
After years of uptrends on global stock markets, 
some investors now believe the valuations are 
starting to get expensive – especially in the US. 
Readings for other regions show that valuations 
there are still much more attractive. What is cer-
tain is that there is no way around stocks, also in 
the future. Bond returns are hardly attractive, es-
pecially in Europe due to interest rates, and before 
this backdrop, the relative valuations of stocks 
versus other asset classes are not at all exagger-
ated. Our neutral equity weighting reflects our 
basic optimistic assessment of stock markets. As 
regards the regional composition, we are a bit 
more cautious about the US than other regions. 
Stocks in North America are soaring and far 
ahead of other countries, and we believe there is 
room for catching up in other markets in the com-
ing year. Also in this view, our fundamental opti-
mism is evident: during correction phases, the US 
and the US dollar often showed strength, while in 
“risk-on phases”, other markets often fared better. 
Naturally, we have reviewed our concrete posi-
tions also with respect to possible setbacks and 
can confirm that the risks in the portfolio are not 
higher. 
 
Worry over the economy has been worse in the 
past 
The past few months have been rather tense from 
an economic standpoint, but recently the situation 
eased a bit. The so-called “economic surprise in-
dices” – i.e. leading indicators that link numerous 
macroeconomic ratios – show that Europe is on a 

clear recovery. These ratios are in the expansive 
range also in the US. Nonetheless, the sky has 
not cleared up yet. Topics like the global trade dis-
pute or the relationship between Great Britain and 
the EU will accompany investors also in the new 
year and repeatedly cause fluctuations. The good 
news: market behaviour usually does not follow 
economic developments, as seen once again in 
the past year 2019. 
 
Bonds and the risk-free interest rate 
We expect the environment for bonds to be espe-
cially challenging in the coming year – especially 
in the euro area. Even though the absolute lows 
were seen a few months ago, investors cannot 
count on the “normal interest rate course” of safe 
bonds today. Asset managers have to search for 
the best possible solutions in the given environ-
ment and take desicions proactively to achieve re-
turns. At Schoellerbank, we stand by our quality 
approach in this context as well, of course. None-
theless, in the low interest rate environment, the 
bond trend is also moving towards corporates. In 
the future, we will focus more on fundamental 
analysis of corporate bonds and engage in buying 
good debtors for our portfolios. We will also in-
creasingly look at markets outside the core euro 
zone, because as the past has shown: central 
banks have been taking firm action to prevent sov-
ereign debt crises for years, and the willingness to 
protect the euro area has highest priority, also 
considering the alternatives. Special topics con-
tinue to play an important role for our investments: 
inflation-protected bonds or an admix of foreign 
currencies are key building blocks for achieving 
returns. And when the returns are good, our In-
vestment Committee has the possibility of looking 
into other yield producers – but always after care-
fully weighing the opportunities and risks. Our 
motto has not changed: invest, not speculate. 
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Caution with the US dollar! 
After the surprisingly good development, espe-
cially of the US dollar, our assessment of this for-
eign currency is still rather cautious: The interest 
rate cycle in the US is weighing on interest 
spreads, and there are also other indicators that 
make us wary. Even though we recently slightly 
reduced the strong underweight for tactical con-
siderations, we are still on the safe side with a low 
weighting in the US dollar. In any case, our strat-
egy remains the same. It is an absolutely good 
idea to add currencies from outside the euro area, 
not least for diversification reasons. Interest rate 
advantages, regional topics and also commodity 
upside expectations play a major role here. 
 
 
 

Conclusion 
It is not important when you invest, but rather the 
fact that you invest. There is always something to 
worry about on capital markets, and this was true 
for 2019 as well. Nonetheless, past market perfor-
mance for almost all asset classes was among the 
best in a historic comparison. Many fearful inves-
tors were scared off by the negative newsflows 
and stood at the sidelines, i.e. in the money mar-
ket – and this is precisely where assets are being 
obliterated over the long term. Looking back, this 
is of course painful. As cautious asset managers, 
this is why we continue to encourage investments: 
analyse your personal risk appetite and your fi-
nancial goals, and together with your bank advisor 
define what you want to achieve with your invest-
ments. And then invest today. 
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Note:  
This information is a marketing communication and does not constitute investment research, an investment recommen-
dation or investment advice. It does not contain any offer to enter into a contract for investment services or ancillary services 
nor does it constitute a solicitation to make an offer to conclude a contract for investment services or ancillary services. 
This marketing communication has not been prepared in compliance with any legal provisions intended to promote the 
independence of investment research; neither is this report subject to any prohibition on trading after the dissemination of 
investment research.  
 
Marketing communication materials do not replace investment advice. Schoellerbank may take the personal circumstances 
of the customer into consideration (investment goal, experience and knowledge, risk tolerance and financial situation) and 
conduct a comprehensive check of suitability for a customer only when giving investment advice.  
The figures given refer to the past. Past performance is not a reliable indicator of future performance. Any investment of 
capital involves risk. Under certain circumstances, investors may lose the entire capital invested. The interested party 
should consult a tax advisor with respect to any concrete tax effects of the investment. 
 
Limitation of liability: 
All of the information given is based on reliable sources and careful analyses; however, these may change at any time. 
Schoellerbank is not under the obligation to update this information. 
 
Schoellerbank does not assume any liability for minor negligence relating to the research of the sources and 
analyses nor for the information derived therefrom. 


