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Equity and bond valuations under pressure

REVIEW
Much like the first quarter of 2022, the second quarter was also 
dominated by significant fluctuations. At the geopolitical level, 
supply chain problems were further exacerbated by China’s zero 
Covid strategy and the energy and food supply shortages result-
ing from the Russian blockades. 
The above factors have pushed up inflation worldwide and 
prompted central banks to raise interest rates and discontinue 
their bond-buying programmes before the year is out. Higher 
interest rate levels are driving up corporate financing costs and 
affecting profits. On top of this, equity valuations are dragged 
down as valuation models discount future cash flows at a higher 
interest rate. This effect is most pronounced among growth 
companies in the technology sector.
When interest rates rise, the valuations of fixed-interest securi-
ties fall. The higher the duration or average maturity of a bond, 
the sharper its decline in value when interest rates go up. Given 
that bond durations have increased substantially over the last 
few years, even small interest rate hikes now have a strong nega-
tive impact on valuations.

OUTLOOK
Leading indicators slowed substantially in May amid higher fi-
nancing costs, energy supply gaps in Europe, uncertainty caused 
by the Ukraine war and China’s ongoing restrictive zero Covid 
policies. The downturn was driven by virtually all sectors of the 
economy, pushing the indicators into negative territory for the 
first time in a long time.
A stabilising factor for the markets is the anticipated peak of 
 inflation in the USA and Europe. Global business investment 
 remains high, employment continues to grow and private house-
hold consumption is still at a high level.
The sharp corrections on the stock markets have pre-empted 
much potential adversity. Equity risks are likely to be of a limited 
nature, and valuations are looking more attractive again. With 
fixed-income securities also factoring in imminent interest rate 
hikes by the central banks, bonds ought to become much more 
attractive again.
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Cumulative return from January to June 2022 in %

Cumulative return (YTD) in %

April May June

GEMINI 1e Money Market -0.32 -0.39 -0.46

GEMINI 1e 20 -8.55 -9.19 -12.02

GEMINI 1e 30 -8.56 -9.29 -12.65

GEMINI 1e 40 -8.59 -9.40 -13.28

GEMINI 1e 50 -8.60 -9.49 -13.89

GEMINI 1e 80 -8.58 -9.70 -15.60

Monthly return in %

April May June

GEMINI 1e Money Market -0.07 -0.07 -0.07

GEMINI 1e 20 -2.76 -0.70 -3.12

GEMINI 1e 30 -2.82 -0.80 -3.71

GEMINI 1e 40 -2.88 -0.89 -4.28

GEMINI 1e 50 -2.94 -0.98 -4.86

GEMINI 1e 80 -3.11 -1.22 -6.54

The GEMINI 1e investment strategies
 

GEMINI 1e Money Market
100% money market

GEMINI 1e 20
20% equities

GEMINI 1e 30
30% equities

GEMINI 1e 40
40% equities

GEMINI 1e 50
50% equities

GEMINI 1e 80
80% equities

Asset allocation in % 20 30 40 50 80

  Money Market 100 – – – – –

  Bonds CHF – 48.0 42.0 36.0 30.0 12.0

  Foreign currency gov. bonds hdg. – 18.0 16.0 14.0 12.0 5.0

  Foreign currency corp. bonds hdg. – 14.0 12.0 10.0 8.0 3.0

  Swiss equities – 4.0 6.0 8.0 10.0 16.0

  Foreign equities – 5.0 7.5 10.0 12.5 20.0

  Foreign equities hdg. – 7.0 10.5 14.0 17.5 28.0

  Emerging markets equities – 4.0 6.0 8.0 10.0 16.0

This information does not constitute an offer and is for information purposes only. We assume no liability or guarantee for the accuracy and completeness of this information. 
Market information and commentaries are no guarantee of future performance and are therefore not to be viewed as recommendation for a certain investment or investment 
strategy. The future return on managed assets cannot be derived from their past performance. The adoption of the recommendations contained in these documents is the 
sole responsibility of the investor. Investments should only be made after a thorough examination of the fund contract and after seeking professional advice.
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