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Agenda

• Introduction
• Overview of Scenarios
− Painful Adjustment
− Stay on the Sidelines
− Steady Coping
− Golden East
− Red Abyss

• Scenario Probability and our Assessment
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...but industry is in good shape

Comparison of European credit default premiums 

Governments

Banks and 
insurers

Industry

Paradigm
change

Flood of liquidity from 
central banks

Escalation/launch of first 
rescue package

Source: iTraxx Indices

Too soon to give the all-clear...

Government bonds Industrial bonds Financial bonds
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SNB

Is the Swiss franc turning into a "quasi euro"?

Dilemma for the Swiss National Bank 

CHF bnEUR/CHF

(Left axis)
Official currency reserves of the SNB in bn CHF (right axis)
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…while key interest rates are stuck at historically low levels

Total assets, indexed Prime interest rate, in %

No end in sight to the flood of liquidity

Central banks continue to balloon…

European Central Bank US Federal Reserve Bank of England
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Bond yield, 
10Y German government bonds

Dividend yield 
MSCI Europe

30.0%

45.0%

1/7/001/14/001/21/001/28/002/4/002/11/002/18/002/25/003/3/003/10/003/17/003/24/003/31/004/7/004/14/004/21/004/28/005/5/005/12/005/19/005/26/006/2/006/9/006/16/006/23/006/30/007/7/007/14/007/21/007/28/008/4/008/11/008/18/008/25/009/1/009/8/009/15/009/22/009/29/0010/6/0010/13/0010/20/0010/27/0011/3/0011/10/0011/17/0011/24/0012/1/0012/8/0012/15/0012/22/0012/29/001/5/011/12/011/19/011/26/012/2/012/9/012/16/012/23/013/2/013/9/013/16/013/23/013/30/014/6/014/13/014/20/014/27/015/4/015/11/015/18/015/25/016/1/016/8/016/15/016/22/016/29/017/6/017/13/017/20/017/27/018/3/018/10/018/17/018/24/018/31/019/7/019/14/019/21/019/28/0110/5/0110/12/0110/19/0110/26/0111/2/0111/9/0111/16/0111/23/0111/30/0112/7/0112/14/0112/21/0112/28/011/4/021/11/021/18/021/25/022/1/022/8/022/15/022/22/023/1/023/8/023/15/023/22/023/29/024/5/024/12/024/19/024/26/025/3/025/10/025/17/025/24/025/31/026/7/026/14/026/21/026/28/027/5/027/12/027/19/027/26/028/2/028/9/028/16/028/23/028/30/029/6/029/13/029/20/029/27/0210/4/0210/11/0210/18/0210/25/0211/1/0211/8/0211/15/0211/22/0211/29/0212/6/0212/13/0212/20/0212/27/021/3/031/10/031/17/031/24/031/31/032/7/032/14/032/21/032/28/033/7/033/14/033/21/033/28/034/4/034/11/034/18/034/25/035/2/035/9/035/16/035/23/035/30/036/6/036/13/036/20/036/27/037/4/037/11/037/18/037/25/038/1/038/8/038/15/038/22/038/29/039/5/039/12/039/19/039/26/0310/3/0310/10/0310/17/0310/24/0310/31/0311/7/0311/14/0311/21/0311/28/0312/5/0312/12/0312/19/0312/26/031/2/041/9/041/16/041/23/041/30/042/6/042/13/042/20/042/27/043/5/043/12/043/19/043/26/044/2/044/9/044/16/044/23/044/30/045/7/045/14/045/21/045/28/046/4/046/11/046/18/046/25/047/2/047/9/047/16/047/23/047/30/048/6/048/13/048/20/048/27/049/3/049/10/049/17/049/24/0410/1/0410/8/0410/15/0410/22/0410/29/0411/5/0411/12/0411/19/0411/26/0412/3/0412/10/0412/17/0412/24/0412/31/041/7/051/14/051/21/051/28/052/4/052/11/052/18/052/25/053/4/053/11/053/18/053/25/054/1/054/8/054/15/054/22/054/29/055/6/055/13/055/20/055/27/056/3/056/10/056/17/056/24/057/1/057/8/057/15/057/22/057/29/058/5/058/12/058/19/058/26/059/2/059/9/059/16/059/23/059/30/0510/7/0510/14/0510/21/0510/28/0511/4/0511/11/0511/18/0511/25/0512/2/0512/9/0512/16/0512/23/0512/30/051/6/061/13/061/20/061/27/062/3/062/10/062/17/062/24/063/3/063/10/063/17/063/24/063/31/064/7/064/14/064/21/064/28/065/5/065/12/065/19/065/26/066/2/066/9/066/16/066/23/066/30/067/7/067/14/067/21/067/28/068/4/068/11/068/18/068/25/069/1/069/8/069/15/069/22/069/29/0610/6/0610/13/0610/20/0610/27/0611/3/0611/10/0611/17/0611/24/0612/1/0612/8/0612/15/0612/22/0612/29/061/5/071/12/071/19/071/26/072/2/072/9/072/16/072/23/073/2/073/9/073/16/073/23/073/30/074/6/074/13/074/20/074/27/075/4/075/11/075/18/075/25/076/1/076/8/076/15/076/22/076/29/077/6/077/13/077/20/077/27/078/3/078/10/078/17/078/24/078/31/079/7/079/14/079/21/079/28/0710/5/0710/12/0710/19/0710/26/0711/2/0711/9/0711/16/0711/23/0711/30/0712/7/0712/14/0712/21/0712/28/071/4/081/11/081/18/081/25/082/1/082/8/082/15/082/22/082/29/083/7/083/14/083/21/083/28/084/4/084/11/084/18/084/25/085/2/085/9/085/16/085/23/085/30/086/6/086/13/086/20/086/27/087/4/087/11/087/18/087/25/088/1/088/8/088/15/088/22/088/29/089/5/089/12/089/19/089/26/0810/3/0810/10/0810/17/0810/24/0810/31/0811/7/0811/14/0811/21/0811/28/0812/5/0812/12/0812/19/0812/26/081/2/091/9/091/16/091/23/091/30/092/6/092/13/092/20/092/27/093/6/093/13/093/20/093/27/094/3/094/10/094/17/094/24/095/1/095/8/095/15/095/22/095/29/096/5/096/12/096/19/096/26/097/3/097/10/097/17/097/24/097/31/098/7/098/14/098/21/098/28/099/4/099/11/099/18/099/25/0910/2/0910/9/0910/16/0910/23/0910/30/0911/6/0911/13/0911/20/0911/27/0912/4/0912/11/0912/18/0912/25/091/1/101/8/101/15/101/22/101/29/102/5/102/12/102/19/102/26/103/5/103/12/103/19/103/26/104/2/104/9/104/16/104/23/104/30/105/7/105/14/105/21/105/28/106/4/106/11/106/18/106/25/107/2/107/9/107/16/107/23/107/30/108/6/108/13/108/20/108/27/109/3/109/10/109/17/109/24/1010/1/1010/8/1010/15/1010/22/1010/29/1011/5/1011/12/1011/19/1011/26/1012/3/1012/10/1012/17/1012/24/1012/31/101/7/111/14/111/21/111/28/112/4/112/11/112/18/112/25/113/4/113/11/113/18/113/25/114/1/114/8/114/15/114/22/114/29/115/6/115/13/115/20/115/27/116/3/116/10/116/17/116/24/117/1/117/8/117/15/117/22/117/29/118/5/118/12/118/19/118/26/119/2/119/9/119/16/119/23/119/30/1110/7/1110/14/1110/21/1110/28/1111/4/1111/11/1111/18/1111/25/1112/2/1112/9/1112/16/1112/23/1112/30/111/6/121/13/121/20/121/27/122/3/122/10/122/17/122/24/123/2/123/9/12

Equity ratio MSCI Europe 

Attractive share valuations

Dividend yields and historically high equity yields support equity investments
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Stay on the 
sidelines

We continue to think in scenarios...

...and to set our compass accordingly

Steady Coping

Red Abyss

Golden East

Painful 
Adjustment
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Painful adjustmentOverview of scenarios

− Structural reforms to combat the debt crisis are 
tackled with determination

− Years of recession in peripheral economies
− Austerity policy hambers growth; 

effects extend to previously resistant industrial countries
− Output gap widens further with deflationary consequences

− Central banks take moderate quantitative measures to keep the  banking system 
functioning; no unlimited quantitative easing

− Weak growth is countered with new monetary policy measures, limited in scope and timing
− Interest rates remain at low levels

Impact on the economy and monetary policy

 Economy

 Monetary policy & interest rates
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Painful adjustment

Effects on asset classes

 Aktien
-Below-average returns
 Equities

 Obligationen
-Ongoing demand for government bonds from AAA-
rated countries

 Bonds

 Obligationen
- Currencies of structurally sound countries appreciate (SEK, NOK)
-After a weak phase, USD appreciates as the debt problem is finally adressed
-Cyclical currencies trend softer

 Currencies

 Obligationen
-No direction (low real interest rates, but diminishing stimulus from monetary policy)
 Gold

 Obligationen
-Prices ease in Switzerland and Germany
-Market returns to a healthy equilibrium in the medium term

 Real estate
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Painful adjustment

Stagnation thanks to middle course?
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Stay on the sidelinesOverview of scenarios

− Global economy stop & go; frequent, brief up-
and downswings

− Only the strongest countries (Germany, Switzerland) 
post positive growth rates

− Mild recession in peripheral countries; debt crisis continues to flare up; EMU remains intact
− Sluggish consolidation of structural deficits, high risk premiums within the EMU
− European bank landscape recovers slowly, lending remains cautious
− Spotlight on US debt crisis
− Continuation of the macroeconomic trends of the last years

− No departure from extremely accommodative monetary policy
− Weak growth is countered with new monetary policy measures, limited in scope and timing
− No inflationary effects
− Long-term interest rates remain under equilibrium level

Impact on the economy and monetary policy

 Economy

 Monetary policy & interest rates
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Stay on the sidelines

Effects on asset classes

 Aktien
-High volatility; above average returns; significant 
regional differences

 Equities

 Obligationen
-Ongoing rally in AAA government bonds
 Bonds

 Obligationen
-CHF and JPY remain strong
-EUR/USD stabilises, broad sideways trend
-Currencies of fundamentally strong emerging market countries appreciate

 Currencies

 Obligationen
-Uptrend remains intact due to low real interest rates
 Gold

 Obligationen
-Further expansion of CH real estate bubble, prices continue to rise in Germany
-Ongoing correction in euro periphery

 Real estate
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Overview of scenariosSteady coping

− EU debt crisis stabilises
− Combination of structural reforms to

stimulate growth and measures to reduce debt 
-> stimulating effect on the global economy

− Much of the global economy posts (above) average growth
− EMU remains intact, risk premiums on government bonds decline
− Bank balance sheets cleaned up, lending revives

− Monetary policy remains extremely accommodative – no quantitative limit 
− No inflationary effects
− Long-term interest rates rise to equilibrium levels on the back of healthy economic situation

Impact on the economy and monetary policy

 Economy

 Monetary policy & interest rates
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Steady coping

Effects on asset classes

 Aktien
-Stock market rally
-PIGS countries post high outperformance

 Equities

 Obligationen
-Rally in government bonds diminishes
-Bonds from peripheral countries have massive 
potential to catch up

 Bonds

 Obligationen
-Fundamentally strong G10 currencies (AUD, CAD)
-Emerging market currencies appreciate; USD weak, EUR/USD recovers
-CHF remains strong; decline in CHF minimum exchange rate to EUR

 Currencies

 Obligationen
-Loses appeal and moves into a sideways trend
 Gold

 Obligationen
-CH real estate bubble expands, comes closer to bursting
-Ongoing correction in the euro periphery, closer to stabilisation

 Real estate
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Steady coping

Forecast rising income for blue chip companies 

Source: Bloomberg
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Steady coping

Forecast rising profits for blue chip companies

Source: Bloomberg
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Steady coping

Forecast rising EPS for blue chip companies

Source: Bloomberg
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Golden EastOverview of scenarios

− Soft landing achieved in China; 
Asia becomes the motor of global economic growth

− Above-average growth in the emerging  
economies of South America (especially Brazil)

− Countries with strong exports or rich in commodities (such as Australia and Canada) profit 
from high demand in emerging markets

− Emerging market countries help to overcome the euro crisis
− EMU remains intact – the euro zone emerges strengthened from the crisis
− Lower refinancing costs for peripheral countries

− Monetary policy gradually becomes less accommodative; central bank balance sheets slowly 
return to normal

− Interest rates in industrialised countries return to normal levels
− The output gap creates space for a long phase of low inflation and above-average growth

Impact on the economy and monetary policy

 Economy

 Monetary policy & interest rates 
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Golden East

Effects on asset classes

 Aktien
-High returns, especially in emerging markets and 
Europe

 Equities

 Obligationen
-Weaker performance by AAA government bonds
-Bonds from peripheral countries and emerging 
markets perform well

 Bonds

 Obligationen
-Excellent environment for carry trades
-The weakest currencies are USD and JPY
-EUR stabilises while CHF remains relatively strong
-Emerging market and commodity currencies appreciate

 Currencies

 Obligationen
-Loses its appeal do to higher interest rates and diminishing risk aversion
 Gold

 Obligationen
-CH real estate bubble expands further
-Bursting depends on the rise in interest rates

 Real estate
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Golden East

Economic growth in India

Source: Society of Indian Automobile Manufacturers (SIAM)
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Economic growth in India

Golden East

Source: Cellular Operators Association of India (COAI) 
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Economic growth in India

Golden East

Source: The World Bank 



 | 34

Overview of scenarios



 | 34

Red abyssOverview of scenarios

− Monetary policy stimulus measures 
lose all effectiveness

− Stagnation in the countries with stronger growth;
deep recession in the euro periphery

− High risk premiums/interest costs for southern European nations -> escalation of the debt 
crisis; Greece and other countries exit the euro

− EMU desintegrates, triggering a financial market crisis and global recession
− EU banking crisis radiates to the global financial system

− Even more accommodative monetary policy
− Unlimited monetary policy measures
− Central bank policy has clearly inflationary effects
− Sharp rise in interest rate levels

Impact on the economy and monetary policy

 Economy

 Monetary policy & interest rates
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Red Abyss

Effects on asset classes

 Aktien
-First a sharp drop in prices, then recovery?
 Equities

 Obligationen
-Rise in interest rates provokes massive price 
losses

 Bonds

 Obligationen
-Flight to USD; CHF and JPY remain stable
-EUR and alternative currencies weaker
-Emerging market currencies depreciate

 Currencies

 Obligationen
-Sustained demand for gold as a hedge against inflation
 Gold

 Obligationen
-CH real estate bubble expands further, then bursts due to rising interest rate level 
-Correction continues in euro periphery

 Real estate
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Debt-to-GDP Ratio

Maastricht rule:
Total debt not to 
exceed 60% of 
GDP

Source: European Central Bank Statistics

Red Abyss
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Country S&P-Rating
Luxembourg AAA
Sweden AAA
Denmark AAA
Finland AAA
Netherlands AAA
Germany AAA
UK AAA
Austria AA+
France AA+
Belgium AA
Estonia AA-
Czech Republic AA-
Slowenia A+
Slowakia A
Poland A-
Malta A-

Country S&P-Rating
Spain BBB+
Ireland BBB+
Italy BBB+
Bulgaria BBB 
Lithuania BBB
Latvia BBB-
Cyprus BB+
Hungary BB+
Romania BB+ 
Portugal BB
Greece CCC

Ratings

Source: Bloomberg, S&P Ratings as of 29.05.2012

Red Abyss
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Scenario probability for industrialised countries

Stable stagnation

Golden East

rather
unlikely

Stay on the 
Sidelines

very
likely

rather
likely

Steady Coping

Red Abyss

rather 
unlikely

Painful Adjustment

very
likely

Scenario probability for industrialised countries
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• Economic growth remains muted in developed countries. Developing and emerging market 
countries make further gains in importance

• Risks in the government and bank segments persist

• Central bank monetary policy remains highly accommodative – interest rates remain low

• Rethinking of currency diversification – Swiss franc remains a "quasi euro"

Fixed-income 
paper

Greater 
diversification

"Real" 
investments

Our assessment
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Thank you for your attention



Curriculum Vitae

Adrian Künzi, 1973, Dr. oec. HSG, MPhil 
Dr Adrian Künzi was appointed CEO of Notenstein Private Bank Ltd in 
January 2012. From 2007 to 2012 he was a Managing Partner with 
unlimited liability of Wegelin & Co. Private Bankers. He established the 
bank's presence in French-speaking Switzerland and built up the business 
with institutional clients and family offices. Previously he was Head of the 
Investment Office at Wegelin & Co. From 2001 to 2003 he was with 
Goldman Sachs (Frankfurt) in investment banking. Adrian Künzi earned a 
doctorate in Finance at the University of St. Gallen and also holds a 
master’s degree in Economics from the University of Cambridge (UK). 


