
 

 
   

State rescue of the financial markets 

Maximum monetary and fiscal support 

In the meantime, the central banks have fired all their guns. The FED, for example, has 

announced an expansion of its buyback program to include “junk” bonds (sub-investment 

grade), which lead to an immediate decline of all risk premiums. A particularly meaningful 

move in this regard is the cooperation with Blackrock, the world's largest asset manager of 

ETFs. With the support of this institution, the interventions of the central bank should also 

reach the illiquid niches of the capital market. Fiscal measures are no less impressive with 

US unemployment rising to 15%, the US government announced support in the amount of 

USD 2 trillion. Given the weakness of the social security system in the US this is hardly 

enough. Therefore, further aid packages are already being discussed. In view of the 

disastrous economic situation, it seems like the necessary is being done to avoid a 

depression through this measures. However, the need for coordinated action and thus newly 

formed partnership between the government and the central bank reached a new extreme, 

which could mark a point of no return. This probably does not bode well for the future value 

of money. In this context, a positive development of the gold price should not surprise 

anyone. 

 

 

As the financial markets could be mostly stabilised, fundamental economic factors are 

coming into focus again. From this perspective it is astonishing, that crisis bolsters the 

already established trends, which leads to a widening of the gap between economic winners 

and losers at a high pace. Typical losers are probably oil companies, airlines, tourism 

companies or the stationary retail sector. On the other side of the spectrum are, for example, 

online retailers, software developers, credit card companies, pharmaceutical companies or 

companies from the medical technology segment. 
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Interest rate level (indicator --) / Spreads (indicator ++) 
Assessment unchanged / Assessment increased to ++ from + 

 

 

In this extremely unpleasant economic environment, it is not advisable to hunt for bargains among the 

companies which lost the most in this crises. It seems far more promising to consistently focus on those 

companies, who emerge even stronger from this crisis. 

 

Fortunately, the curve of new infections is now showing a flattening trend in most of the major economic 

countries (with a time lag probably also in the USA). "Social distancing", quarantines and improved hygiene 

measures are showing their effects. However, a sustainable solution to the problem is likely to come only with 

the widespread availability of a vaccine or an effective medication. But, the development of a vaccine or 

medication, according to experts, will take some time. Hopes for a rapid economic normalisation are therefore 

unlikely to be realistic. 

 

Since our last report two indicators of our navigator have shifted. 

 

For equities, the assessment of the risk premium has fallen from ++ to +. Overall, we still assess equities 

neutrally. 

 

In the case of fixed-interest securities, the assessment of the spreads rises from + to ++. Overall, we now 

assess fixed-income securities neutrally. 

 

The asset allocation has changed as follows: 

Liquidity now neutral. Bonds new neutral weighted. Equities remain neutral weighted. Alternative investments 

new neutral weighted. 

 

Change in equities: 

US equities are upgraded from 0 to + due to the concentration of promising sectors. In turn, Japanese and 

European stocks are downgraded from 0 to -. 

 

 

 

 

 

Aktien hat sich die mittels dem «Shiller KGV» gemessenen Bewertung um zwei Stufen auf neutral und der 

«Risiko-Index» auf ++ verbessert. Diese den aktuellen Kursrückgängen geschuldeten Änderungen werden 

aber durch die sich um zwei Stufen verschlechterten wirtschaftlichen «Frühindikatoren» neutralisiert. In der 

Summe beurteilen wir Aktien immer noch neutral. Die Anlagekategorien verändern sich somit nur gering: 
 

Liquidität bleibt übergewichtet. Anleihen werden von stark untergewichtet auf untergewichtet hochgestuft. 

Aktien werden auch weiterhin neutral eingestuft, wobei wir nach den Kursrückgängen Käufe im Sinne eines 

«Rebalancing» vornehmen. Alternative Anlagen bleiben übergewichtet. 

 

 

The interest rate for government bonds is still at an extremely unattractive level. 
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Shiller P/E ratio (indicator 0) / Risk premium (indicator +) 
Assessment unchanged / Assessment reduced to + from ++ 

 
Due to the significant recovery of the equity markets, the absolute valuation of equities is in neutral 

territory. 

The spreads of corporate bonds, on the other hand, are still very attractive. In this area we invest in the 

"investment grade" segment, while we avoid the "high yield" segment for fundamental reasons (in 

expectation of substantial rising default rates). 
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Risk premiums have declined due to the rise in share prices but also due to falling corporate profits. 

Macro leading indicators (indicator --)  

Assessment unchanged  

 
While the global PMI manufacturing data for March was still relatively good at 47.6, the global services data 

plummeted to 37. The data may continue to weaken in April, which means that no improvement in this 

indicator should be expected for the time being. 
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Disclaimer 
 
This document is intended solely for information purposes and for use by the recipient. This document has been prepared by Sound Capital AG (hereinafter "SC") with the 
utmost care and to the best of its knowledge and belief. However, SC does not guarantee its content and completeness and disclaims any liability for losses arising from 
the use of this information. The opinions expressed in this document are those of SC at the time of writing and are subject to change without notice. The document does 
not constitute an offer or recommendation to purchase or sell any financial instruments or services and does not relieve the recipient of its own judgement. In particular, it 
is recommended that the recipient examine the information with regard to its compatibility with its own circumstances, legal, regulatory, tax and other consequences, if 
necessary with reference to a consultant. Although the information and data contained in this document have been obtained from sources believed to be reliable, no 
representation is made as to their accuracy or completeness. The past performance of an investment is not a reliable indicator of its future performance. Performance 
forecasts are not a reliable indicator of future results. This document is expressly not directed at any person whose nationality or residence prohibits access to such 
information under applicable law. No part of this publication may be reproduced in any form or by any means without the prior written permission of SC. 
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Risk index (indicator ++)   

Assessment unchanged 

 
In certain areas, such as options trading (put/call ratio) and volatility (VIX), there are clear signs of calming 

down. However, investor positioning and investment flows are still showing an extremely defensive attitude 

of investors. For this reason, the contrarian risk index remains in extremely positive territory. 


