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Asset Allocation 

 

Neutral Change

$ 17%

€ 22%

Cash $ 17% 7%

Cash € 22% -1%

$ 33%

€ 28%

$ 0% -10%

€ 0% -1%

$ 5% -

€ 0% -

$ 25% 5%

€ 25% 4%

$ 3% -

€ 3% -

SATELLITE BONDS 0% 8%

High Yield 1 - 5 years 2% -

EM Hard currency 4% -

EM Local currency 0% -

Senior loans 2% -

Convertible 0% -4%

EQUITIES 40% 35%

North America 17% 15% 1%

Europe 8% 6% -

Asia Pacific & Japan 4% 3% -

China 2% 3% 1%

Emerging Markets 3% 2% -

Global 6% 6% -

OTHERS 5% 7%

Gold 2% 0% -

Other investments 3% 7% -

5%

CORE BONDS

CASH

5%

15%

10%

15%

10%

50%

Government 1-5Y

Government 5-10Y

Investment Grade 1-5Y

Investment Grade 5-10Y

Underweight Overweight
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Asset Commentary 

The containment measures against the spread of Covid-19 and the explosion of Opec + have brought down 

global economic activity significantly. This exogenous shock to an economic and financial market systems 

presenting uncured or even aggravated fragilities from the great financial crisis has brought rapid and 

dramatic re-pricing of traded assets across the globe and levels of volatility unseen since the Lehman 

collapse. Faced with this sudden depression in economic activity, governments and central banks have 

taken significant support measures so that the economy can restart at the other end of the current crisis. 

This gives enough backstopping comfort to start scaling back selectively into the market. 

Economic background 

While global economic conditions 

were improving slowly at the start 

to the year, the twin effects of the 

Covid-19 response and the 

implosion of Opec+ caused a 

dramatic shift in activity and 

expectations for the global 

economy. Our central scenario has 

shifted accordingly with our 

expectations for global growth 

brought to -0.5%-0% against a 

2.5% initial forecast with a dramatic 

fall in the second quarter. Initially 

gun shy, governments and central 

banks have started seizing the size 

and consequences of an epidemic 

fighting economic shut down. 

Promises of business continuity, 

lower rates and QE have been put 

back in fashion with alacrity by 

policymakers and central bankers. 

The extent to which these 

measures will work remains to be 

seen in such a supply and demand 

shock but the thought seems to be 

that government and central banks 

want an economy that can recover 

once the initial phase is concluded. 

Market performances (in $) 
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Cash 

We started the year with high cash 

balances in the EUR and CHF 

portfolio and were neutral in USD 

relative to our benchmark. 

The fast decrease in policy rates by 

the Fed and the accommodative 

stance from the ECB and other 

central banks mean that carry on 

cash will stay close to nil or will be 

negative for the next few months.  

This means in turn we will want to 

benefit from the opportunities 

offered in the current dislocation in 

credit and equity.  

Fixed Income 

The bond market has not witnessed 

a dislocation of that magnitude with 

the vast majority of market 

participants caught wrong footed 

by the scale of the selloff. 

Initially considered a safe haven in 

the first phase of the risk sell off, 

US treasuries and Bunds touched 

all-time lows until yields started 

moving higher as market 

participants realized that the 

corporate backstopping of key 

sectors would mean more bond 

supply from sovereigns. In addition, 

bond investors moved into a ‘dash 

for cash’ mode and sold in their 

portfolios what they could sell.  

Our call to stay short spread 

duration was on the mark as 

spreads moved out aggressively in 

Covid-19 affected sectors such as 

airlines and autos and initially hit 

jurisdictions such as Italy with the 

move finally extending to the whole 

of the credit market. 

Subordinated debt, high yield and 

Italian bonds experienced the brunt 

of the capitulation in one of the 

fastest market re-pricing. 

Whereas the market ignored a lot of 

announcements – rate cuts, 

stimulus packages – the buyout 

programme of the ECB resulted in 

physical purchases that helped 

government spreads compress. 

The picture that emerges is now 

one of credit spreads at levels we 

have not seen in a long time with 

significant opportunities arising in 

short and medium term maturity 

corporate bonds. 

Equities 

It is almost as if 2019 never 

happened. The sharp rise in the 

Covid-19 led volatility was further 

aggravated by the Opec + 

breakdown, leading to significant 

decline in valuations across the 

board. The US tech sector resisted 

better with European equities 

declining by larger quantum, 

especially when taking into account 

the rise in the dollar. Companies 

will stop dividends and share buy 

backs to preserve liquidity. 

However, a great deal of these 

future decisions has been priced in 

already and we believe that the time 

has come to scale back into the 

market. 

Others 

All commodities went the way of oil 

and we do not see compelling 

reasons for the oil price to move 

significantly higher as the global 

economic slowdown will have to be 

digested in combination with a 

supply glut. Not even gold was a 

safe haven in these circumstances 

and we see limited short term price 

catalysts for the safe haven of last 

resort. 
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Macroeconomic Scenario 

It was tiny and hard at work without anyone really noticing. The supply chains collapse, the shutting down 

of travel, social activities from governments trying to protect themselves against the saturation of their 

health systems will have a deep impact on the world largest economies. At this stage, there is no telling 

what the effect of the governments’ enforced shutdowns will have on economies throughout the year with a 

lot depending on the recovery phase. Preliminary data from China show how bad the Covid-19 led 

shutdowns have been for the economy with industrial production for February going down by 13.5% yoy. 

To organize our thoughts, we start by assuming that most developed economies will function at a quarter of 

their capacity for about a month followed by a slow recovery in demand, which will likely accelerate further 

towards the year end. Such a recovery is only possible if the world economies emerge out of this 

confinement phase with the means to restart. We are reassured in that governments have moved from 

trying to unsuccessfully reassure markets to making sure that societies will have enough liquidity over the 

next months so to taper a likely wave of personal and business bankruptcies. This constitutes our central 

scenario. 

A virus in the global system 

The response to the Covid-19 global outbreak as well as 

the breakup of Opec + have driven a truck through our 

assumptions and sent us back to the drawing board. Let’s 

be clear at this juncture. Given the disruption in key 

jurisdictions and sectors, we believe that some demand – 

unmeasurable at this stage - has been lost and that global 

GDP growth for 2020 will be reduced. The magnitude of 

the contraction will depend on how long large economies 

will operate at low output levels, the scale of the central 

bank and governments’ backstopping and subsequently 

how fast the potential recovery will be once under way.  

In addition, the likely wave of profits warnings, ratings 

downgrades, guidance corrections and re-racking down of 

expectations that is ahead of us will negatively affect 

sentiment and thus valuations across asset classes. These 

have been already shaken significantly with global equities 

falling by 25% and high yield spreads rising to highs last 

seen during the Eurozone periphery crisis. Whether the 

market sees through this remains to be seen.  

 

That said, the short side of the market at current 

valuations is not an entirely comfortable place. Unwanted 

comparisons with the 2007-08 financial crisis abound but 

there is a key difference in our view, the Great Financial 

Crisis was endogenous in nature whilst this one is 

exogenous. It is the reason in our view why central bank 

actions have been met with skepticism with fiscal 

responses generally receiving a better welcome by market 

participants. We would add that in that respect, short risk 

positions are at the mercy of any positive announcement 

related to Covid-19 treatments.  

 

Away from the large daily market moves and looking at the 

medium term, the speed and magnitude of the political 

and central bank response to Covid-19 in particular makes 

us worried about the amount of accelerant that will prime 

future asset bubbles. Once the world economy has pulled 

through this crisis, we will find ourselves with very cheap 

money, cheap oil and economic and fiscal stimulus 

packages of all nature. 

 

Should one buy the dip or not? Right now, it feels like 

catching a falling knife with the market having chased the 

bottom at high speed. However as in every crisis, the 

answer cannot be broad based. Bonds from decent 

companies with limited business risk, high liquidity levels 

and likely to benefit from government support actions start 

to look fully oversold. In our view, equities can be bought 

by investors who can tolerate wild price fluctuations.  

 

Taking a step back is a healthy exercise in such an 

environment and many lessons will likely be drawn from 

this crisis. We expect the usual commentators to discuss 

these for months to come but at this early stage, we would 

highlight the following: 

 

The speed of the markets break down with volatility 

spiking to levels last seen during the 2007-08 financial 

crisis was breathtaking. The fall in valuations across 

markets has been fast and furious aggravated in bonds by 

the reduced risk taking ability of intermediaries and the 

rise in size of passive funds and algorithmic trading. 

 

The lack of positive reaction from governments and central 

banks’ announcements has been a feature with every 

action from these authorities initially followed by 

skepticism and a round of aggressive selling. This in our 

view is a factor of the gradual and dispersed response 

from authorities whereas the initial market expectations 

had been for coordinated action.  

 

Our last point is that governments and central banks’ 

various responses have been and will be strong in the end 

with funding likely to be extended in priority to sectors that 

will soon face very difficult times. Announcements have 

started with large numbers in the headlines. We expect 

credit downgrades and the ebbs and flows of the market 

to continue to dominate our screens for at least until end 

of April. However we believe that entry points, particularly 

in credit will not remain at current depressed levels for 

long. 
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What just happened? 

The increase in volatility and the associated collapse in 

valuations have initially resulted in normal risk on/off 

moves with the US 10 year yield collapsing to 0.35% as 

Italy went in shutdown and risk markets went in risk off 

mode with volatility spiking.  

Volatility rises strongly on the Covid-19 pandemic 
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Markets then became fully dislocated following the 

botched attempts by the Fed to reassure markets through 

rate cuts in quick succession and the flat footed ECB 

conference of the 12th March. Similarly, the various 

government plans announced at that point did fail to bring 

full reassurance to a market in the grip of a volatility vortex 

despite the size and breadth of these programmes. This 

low point was followed by a consistent increase in 

government yields across the board as volatility remained 

elevated and market participants started realising that the 

help would have to come from more government debt. 

 

This negative feedback loop was finally cut down when 

the ECB announced a EUR750bn bond buyback 

programme. Rather than just another headline, this caught 

a lot of short sellers on the wrong foot and reestablished 

some kind of order in the European credit markets. 

 

This came as a significant sell off in investment grade 

bonds and cross over credits was under way as evidenced 

by gigantic outflows.  

 

In one week, IG funds and ETFs experienced outflows of 

cUSD110bn, an historically large number. These bonds in 

turn struggled to find a buyer with intermediaries operating 

with very little risk warehousing ability. In turn bond prices 

went down even further before settling down.  

 

Subsequently, the Fed decision to turn on QE for assets 

outside of the US treasury curve brought back more 

constructive conditions in the corporate bond market and 

closed the negative feedback loop.  

Followed by one of the largest stimulus packages ever 

carried out by the US government at USD2.2trn, the Fed 

action will likely support economic conditions until the 

Covid-19 contagion and death rates start falling and 

containment measures are gradually lifted.  

Ishares US Investment grade and High Yield – yield ytd in% 
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A run through our scenario 

The economic scenario that we had for this year has been 

blown to smitherens with the government enforced 

shutdowns directed at halting the Covid-19 spread in 

order to manage the saturation of health systems. The loss 

of c50% of nearly two months of economic activity in the 

second quarter for the US and Europe is now a quasi 

certainty.  

 

Yet none of this will last. All pandemics end through the 

combination of (i) herd immunity development, (ii) 

medication and vaccination, (iii) enhanced prophylactic 

measures. The transitory nature of the Covid-19 pandemic 

has been recognised by governments and central banks, 

which are extending economic help to a degree unseen 

outside of war times in history. The idea behind this is that 

no one will want to see their economies in tatters with 

massive unemployment, deflation, social unrest and 

unable to restart once the sanitary crisis becomes more 

manageable. 

Global growth – history and forcasts 
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Depending on the strength of the recovery, this could be a 

contraction in the global growth rate to anywhere between 

0 and 0.5%. In 2009, the global contraction was -0.5% 

with the loss of activity spread between the first and 

second quarter of 2009. 

 

We view China as an anchor for growth this year given 

how strongly the government responded to the Covid-19 

challenge. The overall picture in the US and Europe is grim 

however with a depressed second quarter followed by 

what we believe will be a strong recovery in the third and 

fourth quarter. In that respect and provided that we have a 

remedy for the SARS Cov 2 virus by then, we could have a 

buoyant economic backdrop in 2021, potentially creating 

in turn other issues longer term. 

Why 2008-09 looks similar but is not 

Commentators try to compare what we are going through 

to the Great Recession of 2009 that followed the Great 

Financial Crisis (GFC) of 2007 - 08. There are key 

differences of causality, nature and treatment, which 

suggest to us that the lead time to recovery will be likely 

faster. 

Summary of packages (in Bn $ equivalent) 

0 2'500 5'000 7'500
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* unofficial number cited in the press 

Endogenous vs Exogenous: the GFC was brought by 

excessive leverage and a banking crisis that came from 

the financial system itself, which was spinning increasingly 

leveraged assets on a weakened collateral. The 2020 

recession was brought by governments’ decision to shut 

down their economies to cut the spread of the SARS Cov 

2 virus and avoid the saturation of their health systems.  

 

Time to crisis: It took roughly from November 2006 to 

October 2008 for governments to realize what monster 

they were dealing with. A lot of time was spent in denial 

and discussions around what Asset Backed Securities 

were worth. The reaction in the Covid-19 crisis was swift 

and immediate preceding the fundamental economic 

damage. 

 

Readiness: No tools were in place until the Talf and Tarp 

programmes were put together and the nationalization of 

AIG, Freddie and Fannie came through. Governments in 

this crisis are intervening massively with central banks 

backing them. 

 

Commitment: debates in 2008 around moral hazard went 

to the point that the US decided to let go of a systemic 

banking institution. The realization came swiftly afterwards 

that this was not a great experiment. Debates around 

rescue packages abound on share buybacks but it is 

tough to castigate a management team for failing to build 

the resources to deal with an event that critics have failed 

to anticipate also. This will make the rolling out of aid in 

the form of loans or equity quicker but not necessarily 

easier if conditions attached create a stigma for 

companies that draw on it or are too strenuous. 

 

Sectors : banks were at the epicenter of the GFC whilst 

this time industries with complex supply chains, key 

transportation infrastructure as well as the all-important 

auto industry are under pressure. This bailout is in fact 

going to be centered on industrials and certain services. 

Banks will have to be helped also given the need for 

immediate liquidity that will be felt throughout the 

corporate world. Perception of unfairness will likely be 

more idiosyncratic than systemic. 

 

All these differences mean to us that the efficacy of the 

rescue packages deployed by central banks and 

governments will have clear and immediate effects. 

 

In short our scenario is very much that government will 

backstop their economies through citizen payments and 

financing of key sectors. In turn, central banks will 

backstop governments and large corporations by taking 

out the printing press - QE Infinity is now a reality with 

central bank balance sheets to increase significantly as 

they become liquidity provider of last resort. 

Central bank balance sheets have started to jump up 
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The implication from this is that after the brutal selloff that 

has affected very nearly all asset classes, we are likely to 

witness a return to more reasonable technical conditions 

as investors move out from their shell shocked state and 

start picking up the pieces. 
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28 days later 

As in the now very much watched and famous movie, we 

will emerge from this in a short while with profoundly 

transformed economic dynamics.  

States will have an increasing role in economic decisions 

for the corporates that will have received financial help, 

limiting payouts to shareholders until the state sponsored 

financing is paid back. This will likely rein in the last stages 

of the recovery in asset prices, particularly for equities in 

developed markets with distributions to shareholders 

taking a backseat. 

 

Government debt will increase significantly and remain 

elevated for some time to come. After all, when the usually 

frugal German minister of finance seems ready to pull all 

the stops with reckless abandon, you know that 

something radical is happening. We could call it the coup 

de grace to the budgetary orthodoxy of the 1990s-2000s 

or the austerity that prevailed after the more acute phase 

of the great recession. The recent rise in sovereign CDS 

reflects this anticipated credit deterioration that will affect 

individual states. 

 

The hesitations that presided over helicopter money have 

been blown away and these distributions will have an 

effect when the world economy emerges from its part shut 

down state. Some demand will have disappeared but new 

demands and ways of working will have been tested. We 

can also expect – at least as a first reaction – companies 

to reassess their supply chains and add criteria outside of 

simply cost savings. 

 

Similarly, the huge money creation that will come from 

central banks backstopping governments will have a long 

term impact. This can only mean one thing over the 

medium term: supply of money will have to be reined in to 

avoid rising inflation expectations. If corporate bonds look 

like the investment of choice at the moment, this will not 

last into the more medium term if our expectations come 

to life.  

A world of lower credit quality 

We discussed in our previous edition the increased 

proportion of BBBs in the corporate credit world and the 

scares that abounded at the end of last year on the rating 

segment. The rate of fallen angels in the context of the 

Covid-19 recession will be high but we do not see this as 

a reason to panic indiscriminately. As we wrote before, 

there are many shades of BBBs and two main types : the 

ones with financial surface and the ones without. The latter 

will experience immediate and fast downgrade pressure. 

The former will act to shore up liquidity, cut costs and 

capex and will also likely secure market access.  

 

In any event, the whole world, including sovereigns is likely 

to experience a decline in credit quality. Banking 

regulation in Europe is already moving in that direction 

with regulators being more accommodative on rules for 

impaired loans, which are expected to rise on the back of 

the Covid-19 led shut downs. Rating agencies have 

already started to downgrade the world with alacrity – a 

typical sign in crisis that markets could be bottoming out. 

The resulting mix of credits outstanding at the end of the 

process will be diverse and more tilted to the BBB/BB 

rating postcode. It may also heavily question the validity of 

the investment grade and non-investment grade artificial 

barrier and push for more fundamental analysis to be 

considered.   

Moody’s upgrades vs. downgrades 
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After all, it could be quite likely that rating agencies may 

choose to downgrade the Italian Republic (Baa3/BBB/BBB 

all Neg) to non-investment grade. Will it matter as long as 

the ECB still buys Italian sovereign bonds? Our take on 

this is that some accommodation will have to be made by 

asset managers with possibly formats of credit asset 

management moving away from the essentially artificial 

IG/non IG barrier towards credit portfolios where there are 

exclusion rules for the lower rating bands say single B and 

CCC.  

 

Credit ETFs, particularly of the High Yield type have 

demonstrated that the liquidity mismatch between assets 

and liabilities cannot be brushed away. We contend that 

the selloff would have been less brutal if these products 

had not concentrated so much risk in the same issuers. 

This is now leading to opportunities coming through for 

the more active investors. 

The oil shock 

As headline density favours the Covid-19 pandemic, the 

implosion of Opec + has been at the backstage but could 

not have arrived at a worse moment. Global demand for oil 

is collapsing fast as leading economies are brought to a 

crawl. Although it will return to some degree, the 

unchecked production of oil will create a storage and 

supply glut similar to what the world saw in the early 

2000s when banks were dumping the collateral of what 

was left of the loans they had made to a defaulted Russia. 

Storage capacity is becoming more limited and the game 

of parking full tankers is in full swing with tanker rates 

soaring. 
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If these were normal times, one would be cheering about 

the lower oil price as an adjuvant to global growth but for 

the time being, the decision by Saudi Arabia and Russia to 

go into a race to the bottom is causing more pain than 

relief. 

 

In addition, expectations of weaker growth have negatively 

affected the industrial metals complex, which has also felt 

the pressure from lower demand. 

 

First, the crisis has been an accelerant in the fire that had 

started in the US High Yield market by raising 

expectations that the shale oil and gas complex could be 

under threat. The sector left bad memories in 2015 and 

the proportion of oil & gas related issuers in the US high 

yield index has diminished from c20% at the start of the 

2015 oil crisis to down to 10% before the start of the oil 

price war of 2020. The number will go up once S&P 

follows Moody’s and Fitch to downgrade the USD40bn 

debt complex of Occidental Petroleum to non-investment 

grade.  

Evolution of key commodities 
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At this juncture, we believe that the fight between 

Mohamed Bin Salman and Vladimir Putin will likely 

continue with negative effects for non-investment grade oil 

and gas groups that are lacking financial flexibility around 

their costs and capex programmes or have large debt 

stacks. Although bringing a sense of relief after a historic 

rout, recent talks announcement between Vladimir Putin 

and Donald Trump are unlikely in our view to cause a 

significant reversion in the oil price.  

 

We see a negative impact on Russia and to some degree 

Brazil in terms of fiscal policies and flexibility but believe 

that companies such as GazProm and Petrobras have 

generated enough financial flexibility and headroom in the 

better times of 2016-19 to sustain a relatively long oil price 

slump. Similarly, the low cost base of Saudi Aramco 

enables the company to afford a protracted price war for 

some time.  

 

Given that we expect demand to return only gradually, the 

buffer of oil inventory that is currently being built globally, 

as evidenced by soaring tanker rates, which are used at 

the moment as storage space, will keep a lid on prices for 

some time to come. In addition, given the rise in 

production, spare storage capacity and the current fall in 

demand, we do not even believe that a surprise agreement 

between Russia and Saudi Arabia to curtail production 

would be enough to bring oil prices back to where they 

were in early March. 

Emerging markets : China stands out 

In this crisis, China has shown a ruthless determination in 

stamping out the epidemic by overcoming the initial 

hesitation of the first few weeks with a systematic 

approach. The country has also demonstrated the key 

aspects of its industry as part of the global supply chains 

and the increasing role of its internal market as an 

economic force. 

 

In addition, the demise of oil producing countries in the 

current price war means that large oil importers should 

benefit first as and when global demand conditions return 

to some semblance of normality.  

This in turn means that China and South East Asian 

nations will likely benefit disproportionately when global 

demand returns. We are thus constructive on those 

jurisdictions away from Latam in particular. 

King Dollar 

One feature of the crisis has been the global thirst of dollar 

funding with tensions rising in short term funding markets. 

This came as fixed income asset managers and funds 

started dumping the 2020-2022 maturity complex, 

resulting in deep pricing anomalies. As part of its package 

of measures, the Fed indicated that it would lend money 

to banks who purchase short term paper issued by 

corporations from money market funds with the treasury 

department issuing guarantees for up to USD10bn.  

 

In addition to the massive cash injections in the repo 

market, the Fed has successfully managed to unwind the 

tensions that were developing in short term funding 

market.  

The impressive dollar rise 
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We believe that the dollar will remain strong even with 

economic expectations revised severely down. The US 

administration is tackling the consequence of Covid-19 

head on and is setting out for a very strong rebound once 

the epidemic led confinement conditions tail off. This will 

likely continue to lend organic support to the global 

funding currency of choice. 

Gold : correlations breaking but ultimate safe heaven 

Whereas in previous crises, gold had been the safe 

heaven of choice, its price went down at the most volatile 

point for financial markets during the last few weeks.  

 

This in our view had not much to do with fundamentals 

and a lot to with margin calls. Revealingly, the price action 

was similar for US treasury bonds during the same period 

and this has proven temporary. 

Gold and oil 
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Now that we are past this stress phase, we expect gold 

prices to remain elevated as the sanitary crisis continues 

and uncertainties over the damage to the global economy 

and recovery remain. If anything, this crisis is a reminder 

that a proportion of gold in an asset portfolio is desirable 

would it only be to provide liquidity in times of stress. 

2020 economic scenario in brief  

US GDP growth -0.5% to 0% 

We are assuming a second quarter deep trough 

followed by a strong recovery at the back end of 

the year 

US CPI 0.5% 

The reduced activity level and the significantly 

lower oil price will dampen inflation further at least 

until the crisis ends 

US Fed Funds rate 0% 

Cuts have been broad and fast with the Fed acting 

also through unconventional measures. Rates will 

remain low for some time to come. 

US 10-year yield 1% to 1.5% 

Treasuries have hit an all-time low at the height of 

the crisis. Under our normalization at low level 

scenario, these should ease off 

Eurozone growth -1.25% to -0.75% 

Overall economic performance will be dampened 

by Italy and Spain and we expect a more timid 

recovery than in the US 

Eurozone CPI 1% 

We follow the consensus there, seeing risks tilted 

to the downside 

EUR Refinancing Rate –25 bps 

QE has been the privileged route for economic 

support but we expect additional rate cuts to come 

in addition 

German 10-year yield -0.25% to 0% 

The broadening of QE has removed some 

underlying technical support for the Bund with EU 

periphery government bonds and IG credit 

benefitting



 

CBH Asset Management | Quarterly Insight  9  | 

Fixed Income 

The kind of dislocation fixed income markets have experienced recently is an historical rarity. The backing 

out of yields in credit is as much a reflection of dislocated secondary markets as expectations of worsening 

credit quality for corporates. That said, support from central authorities and liquidity raising measures from 

corporates mean that liquidity for the larger groups will unlikely be an issue. Defaults will rise but this will 

mostly affect smaller cyclical companies already at the riskier end of the rating spectrum and issuers in the 

lower credit quality part of the oil and gas complex. For selective investors, credit could be a way to re-

enter risk assets and lock in yields that the market has not offered in a long time. 

The great dislocations of 2020 

Fixed income markets reacted wildly to the various Covid-

19 economic shutdowns with an initial brutal spread move 

that was led by fears of a broad credit crisis. The initial 

hesitations from central bankers and governments gave 

way to broad reaching and large support packages in the 

US, Europe, Japan and China. The signing of the US 

support bill and the various central bank actions brought 

back some sense of order in the credit and government 

bond worlds.  

 

The sudden risk aversion that ran through credit was 

aggravated by the selloff in bond ETFs, particularly those 

in high yield. The liquidity mismatch between the asset 

and liability side that had long been criticized by bond 

market professionals came to light all of a sudden and is 

best evidenced by the discount between the NAV and the 

underlying asset, which reached a peak in the second 

week of March. Note that in the improvement in valuations 

that took place end of March, the discount turned into a 

premium, showing again that ETFs cannot find liquidity 

where it naturally does not exist. 

High Yield: ETF’s discount to NAV  
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Outflows in classic credit funds – investment grade and 

non-investment grade - were phenomenally large at 

cUSD35bn per week at the height of the selloff and 

bumped down against the limited ability of intermediaries 

to warehouse risk. This outflow situation is very much in 

the tail of the fund flow distribution that we have seen over 

the years. These outflows corresponded to some degree 

to vast inflows in money market and government bond 

funds. We expect the recent Fed decision to reverse 

outflows in the short term. 

Fund flows in the US Investment Grade (in Bn $) 
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Government bonds : flight to quality – or is it? 

One characteristic of the risk off movement that we have 

seen in March was the compression in US treasury yields 

and German bunds. 

US Treasury curve 1m to 30y 
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Nothing in the various measures that have been 

implemented to counter the risk of the Covid-19 recession 

suggest that central banks could change tack any time 

soon. We are thus in a world of low rates and QE infinity 

for some time to come with little to expect in the way of 

higher government yields in the near term. 

 

However, looking at the longer term and following the 

course of our economic scenario, the rise in debt will have 

to be accounted for in individual country risk premia. As 

shown in the chart below, this has started to be reflected 

in sovereign CDS spreads – a move that is likely to 

continue but remain contained to the CDS world as long 

as central banks act as the final backstop and keep on 

buying government debt to mop up the rising budget 

deficits. This may require some adjustments to individual 

central bank mandates that may be resisted, particularly 

that of the ECB. 

Evolution of sovereign CDS 
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Away from this and over the medium term, the potential 

downside on long dated US treasuries or Bunds appears 

high. A potential gradual return to normality will likely entail 

a normalization of yields, followed by rising supply and 

through the various government support programmes in 

place, a potential for economies to roar back into life at 

some point during the second half of the year. Under such 

a scenario, long dated government bond yields would rise 

for curves to steepen.  

Short term credit: the issuer is the source of liquidity 

Fears over a credit crunch exacerbated ahead of the 

support mechanism announcements have led to a 

flattening of credit curves of exaggerated proportions. 

Although some of those moves were corrected in the US 

and Europe, credit curves are still not steep enough as 

shown in the chart hereafter. Indeed short dated yields 

have come back from stressed levels but remain elevated 

even for companies that blatantly have no liquidity nor 

solvency issues. 

 

This is a potentially interesting opportunity for buy and 

hold investors where the focus is one of issuer liquidity 

analysis across the whole credit spectrum. This 

corresponds also to a fundamental reality where 

companies have been raising liquidity by drawing on their 

credit facilities. This decision made by a large number of 

groups has been a factor behind the dollar crunch of early 

March, now largely cured by the Fed injections.  

Flattening of credit curves - the USD credit market example 
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Combined to the effects of the announced dividend and 

capex cuts, issuers have one target at the moment: 

shoring up liquidity. This is positive for their short dated 

bond maturities. We would add at this point that the 

recent reopening of primary markets in credit will likely be 

a source of additional liquidity with issuers raising 

financing that will help cover the shorter maturities. 

Gaps closed in cross-over credit 

Back at the year-end we had highlighted that the spread 

premium of BBs had compressed too much relative to that 

of the single Bs and BBBs. 

Average rating category credit spread ratio 
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The recent rise in spreads has largely corrected this – with 

excess - as the BB rating category has underperformed 

disproportionately in our view. 

 

As the BB rating category has traditionally been used by 

Investment Grade credit managers as a yield enhancer, it 

is no wonder that in the Covid-19 credit sell off these 

players sold the exposure they felt was the riskiest in their 

portfolios to raise liquidity to meet outsized redemptions. 

In addition, the BB debt stacks have tended to be large 

and relatively liquid in the early part of the selloff. 

 

The resulting picture is one where BBs stand out as 

offering value again with selectivity based on cyclicality, 

cash flow generation, financial surface and liquidity 

conditions. 

Fallen angels: there will be more 

In investment grade, BBBs have also been 

disproportionally sold off and the rhetoric around the 

weight of fallen angels has risen again. For sure, at their 

current downgrade pace, rating agencies will create a 

much larger group of non-investment grade rated issuers.  

 

That said, fund manager attitudes towards bonds turning 

non-investment grade have changed in the Eurozone 

crisis. Very much in line with the ECB, when an issuer 

becomes non-investment grade, PMs cannot add but are 

not forced to sell their exposures. We are not sure about 

what ETFs do and believe from the market moves we saw 

in fallen angels situations that passive asset management 

in credit tends to be more hard coded than traditional 

managers. 

 

We actually believe that, as global credit quality declines 

across the globe, we are likely to see a move away from 

credit ratings in credit portfolio risk management.  

Recent spread moves have started giving clues, showing 

that the world is currently divided between cyclicals and 

non-cyclicals with the latter distinctly outperforming the 

former in the recent tentative spread recovery that we 

have seen at work. 

IG Cyclicals vs non-cyclicals yield multiple 
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Given that the sectors that will be the most negatively 

affected fundamentally are linked to air travel, autos and 

associated industries, this is hardly surprising. 

US Investment grade: looking good mostly 

With the rise in credit spreads, the US investment grade 

space looks attractive again with the short dated part of 

issuers’ curves offering in our view the better opportunity. 

We would indeed stay away from smaller firms that will 

less likely be able to withstand the recessionary shocks of 

2020 but see most, if not all, non-cyclical issuers in the 

investment grade indices as money good.  

 

In addition, investment grade bonds in the US will benefit 

from the technical support of the Fed, something that was 

not a feature of recent crisis. We will add that the US is 

showing direct support commitment in key industries : the 

bailout of Boeing despite the firm’s operational 

shortcomings is a case in point. 

 

Finally, after a few false dawns, the US investment grade 

market has truly reopened with USD244bn printing in the 

last few days. This in our view is a significant sign of 

thawing as the better quality companies demonstrate that 

they indeed have market access. As in the EUR IG space, 

we see opportunities in primary deals that will print at 

wider premia and concession than was previously the 

case and help attract funds to the asset class.  

US HY: a dangerous oil slick 

The debate in US high yield will likely revolve around 

defaults in the months to come. We will nonetheless 

caution at this point that defaults are very much a lagging 

indicator in a crisis.  

 

That said, defaults peaked at 13% in 2009, were close to 

6% in the commodity crisis of 2015 and did reach c9% 

when the .com bubble burst in 2001. Energy now 

accounts for 10% of the US high yield indices vs c20% 

when the 2015-16 crisis hit the sector. The proportion will 

increase as downgrades hit as evidenced with the recent 

case of Occidental Petroleum. 

 

As we do not believe in a quick rise in the oil price over the 

coming months given the production and demand shocks 

that have affected the industry, we see about half of the 

E&P high yield stack hitting the buffers without any special 

measures. Adding in a few retail and industrial issuers of 

small size, we could see a US High Yield default rate north 

of 10% with CCCs and Bs affected first.  

 

The US High Yield indices trade at a credit spread of 

950bp. Assuming a 40% recovery rate in case of default, 

the implied defaut rate comes close to 24% - clearly 

excessive in our view. This is naturally a crude way to look 

at this complex world of credits as the two numbers do 

not account for the rising risk premia that will come 

through the deterioration in credit quality that will likely 

come across the board in that market segment. 

 

In short this means that we see value in US high yield but 

that we have to be selective on the sectors and issuers. In 
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that respect, we believe that the low oil price is a bigger 

issue for the asset class than the Covid-19 induced 

recession. 

EUR IG: the return of the yield 

It had been a long time coming and now we can see 

interesting yields appearing in whole sections of the euro 

investment grade market, without having to seek greater 

duration or credit risk.  

Euro IG and HY average spread 
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We view the asset class favorably given the size and 

importance of the issuers in the index as well as the 

positive underpinning that the ECB is granting to that part 

of the market through the deepening and extension of its 

QE programme. 

 

In addition, IG issuers in the Eurozone are stepping up 

efforts to sell new bonds where investors can now benefit 

from higher yields. On the back of the issuing frenzy of the 

last few days, new issuance in euros has attained a 

quarterly record at more than EUR500bn. 

EUR HY: better fundamentals than US High Yield 

By construction, the EUR High Yield segment benefits 

from a higher credit rating than its US counterpart with the 

average credit rating sitting in the high/mid BB category 

versus the low BB/high B category for the US High Yield 

complex. In addition, the euro high yield index is not 

affected by the lower oil price and has a lower proportion 

of CCCs. True there are a few car and car parts issuers in 

the mix but we believe that individual governments are 

likely to backstop the majority of these given the amount 

of jobs that are at stake and the loss of technology that 

may result from bankruptcy proceedings.  

 

The presence of large telecom and media issuers in the 

index is also a key underpinning. 

 

Finally, we are not worried about the bank and insurance 

subordinated debt in the index as the riskier additional tier 

one securities (CoCo bonds) issued by banks and retained 

tier one bonds issued by insurers are excluded from the 

high yield indices.  

 

Emerging market hard CCY : China and Asia 

Emerging markets have re-priced too in the selloff but 

have outperformed the US High Yield index.  

 

We would argue that they represent a good risk/return 

opportunity but given our negative view on hydrocarbon 

prices, we would urge selectivity and eschew jurisdictions 

dependent on oil exports such as the middle East and 

Latam – Mexico in particular and favor the users of oil : 

China and South East Asia as well as India and Turkey. 

EM Sovereign and Corporates spreads (Hard CCY bonds) 
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Our view suffers one exception, that of Brazil and 

Petrobras, which has managed a deep restructuring in the 

good years. This leads us to believe that the sovereign and 

its oil company will offer a higher degree of resistance in 

the current environment. 
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Equities 

Whereas dividends and share buy backs have been the mainstay of the last decade, these will be largely 

gone in 2020 and possibly next year as companies raise liquidity to face the current crisis and also tap into 

conditional government help. The implication is that strategies based on defensive quality are out whilst 

buying discounted growth is in. Looking at geographies, China and more broadly Asia look attractive to us 

as well as the US selectively whilst European equities are likely to remain in the doldrums for some time. 

Repricing across the board 

Equities have basically wiped out all the gains garnered in 

2019 and some more in a few cases such as the energy 

sector. As shown in the chart below, no sector was spared 

in the recent sell off even in the low beta space of the 

market. 

US equities returns: Jan 2019 to March 2020 
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The chart above shows that not all sectors have given up 

their gains, highlighting the resilience of Tech, telecoms, 

healthcare and consumer staples. 

The valuation debate: dude, where is my dividend? 

Have equities re-priced enough is an oft reprised question. 

Looking at multiples and dividend yields on indices could 

actually be an indication as to where not to buy. 

 

As liquidity is the key priority of the corporate world, 

dividends are likely to be cut across the board with share 

buyback plans shelved for better days. 

 

In addition, it is becoming increasingly clear that the 

amounts brought forward by individual states to help 

corporates will be conditioned on stopping dividends and 

share buybacks. Government help could also have direct 

negative effects for existing shareholders in the case of 

direct stake taking by governments that could involve 

financing senior to existing shareholders structured 

around loans and warrants. Restrictions would then only 

be lifted once the financing provided would have been 

paid down – as had been the case in the 2008-09 US 

nationalizations.   

Price-Earnings ratios have been brought down 

5

10

15

20

25

30

15 16 17 18 19 20

   North America    Europe
   China    US Tech

 

The first implication of this dividend drought will be the 

hollowing out of the defensive quality strategies that have 

relied on steadily growing streams of dividends.  

 

The second implication will be a focus on the after crisis – 

growth.  

 

The third will be a focus on specific geographies: China, 

Asia and the US rather than Europe. 

Dividend Yields 
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The winners 

Pharma big and small : as with every human process, 

once a catastrophe has unfolded, society will respond by 

creating insurance mechanisms. We expect a larger 

amount of strategic security stocking of common 

medicines and medical equipment by government and 

households, a rise in government spending towards 

healthcare and medical research and a rise in the 

consumption of medication globally are also likely.  

 

Growth strategies : now is the opportunity to buy growth 

at cheaper valuations. The tech firms that serve us will 

likely gain market share in the crisis and pricing power as 

they have the means to withstand a recession for longer 

than traditional and less cash rich types of issuers. They 

should emerge stronger. 

 

Tech : it is likely that the scramble for PC and bandwidth 

capacity will cause significant investments in these areas. 

The rolling out of 5G is likely to be sped up with firms 

involved in the rolling out of this technology benefitting. 

These would also benefit in case of a change- even partial 

in working habits. 

 

Telecoms and media : these sectors will benefit from the 

increase in traffic from the early part of the year and will 

also acquire first time customers. 

 

Gig economy : the increase in activity from the meal 

delivery companies may seem anecdotal but these groups 

will have access to first time customers that may become 

regular customers. 

 

Utilities will be negatively affected by the decrease in 

volumes from industrial clients but bearing in mind that 

retail clients are significantly more profitable than industrial 

clients, they should post healthy profits.  

 

Retail should benefit from the panic buying movement 

that gripped societies at the beginning of the pandemic. 

This will likely ebb off in the second half. 

 

P&C Insurers : the absence of traffic will mechanically 

reduce casualties and so will reduce petty criminality. 

Dividends and share buy backs in the S&P 500 (in Bn $) 
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The question marks 

Oil & gas : there will likely be a significant loss in cash 

flows from the sector. Whilst the larger and integrated 

groups will be able to find mitigating strategies eg. capex 

and cost cuts, hybrid bond issuance, dividends in the 

sector will be at risk. Some specific situations may 

become interesting once a bottom has been reached. 

 

Banks : loan loss provisions will rise and regulators are 

already announcing measures to soften the blow on key 

ratios. The EBA has indicated that European banks should 

not be paying dividends and stop all share buy backs. In 

addition, the low levels of policy rates will affect 

profitability negatively for some time. 

 

Autos & Parts : the sector will be helped by governments 

given its strategic and social role but that means in turn 

that cash flows will be directed at corporate liquidity rather 

than shareholder payouts.  

 

Cyclicals : generally, cyclical industries will have to 

reassess their businesses in a contracted landscape 

initially. Idling capacity will likely soften the blow in most 

industries but again, liquidity preservation will be key.  

 

Airlines : their shares have been hit hard as their loss of 

business is sharp and immediate. States will likely come to 

help to avoid a full stalling of air transport at the other end 

of the crisis but help will come with strings attached, 

which is why they should be appreciated on a case by 

case basis. 

 

Infrastructure : airports and other infrastructure assets 

will lose significant traffic in the second quarter. Given how 

key these businesses are, we have limited doubts that 

governments will extend financial support to these 

companies. As with airlines, the nature of the help will be 

key. 
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Commodities 

The consequences from the implosion of Opec+ have been largely thrown in and meshed with the 

consequences of the Covid-19 implied recession. Yet, this event will have far reaching consequences over 

the longer term and could usher in an era of low oil prices for consumers. Looking at other commodities, 

agriculture should benefit whilst base metal will linger. In precious metals, gold should maintain its standing 

whilst other metals will be affected by the slump in automotive demand. 

Oil : very little upside catalysts near term 

We feel that the torrent of headlines surrounding the 

Covid-19 pandemic has somewhat obfuscated the end of 

Opec+ and the consequences that it could have over the 

longer term. The rift between the Saudi and the Russian 

leader is deep and has resulted in an historic slump in the 

oil price at a time when demand was destroyed by the 

Covid-19 containment decisions. 

A picture of oversupply (million barrels per day) 
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Despite recent announcements that the US and Russian 

leadership could meet to address the supply situation, we 

place limited hopes on a fast resolution however as the 

Saudi production keeps on moving up with oil being put in 

storage.  

 

The glut that is resulting from the present situation is 

unlikely to be solved any time soon in our view. Lastly, if 

the goal of the Saudi government is to destroy the shale 

oil industry in the US, it will likely be successful for a short 

period of time. However; we believe that the US 

bankruptcy law will mean consolidation for the weaker 

players rather than loss of production. As an illustration, 

the rig count in the US is 624, down 30% year to date but 

still twice what it was at the bottom of the 2015-16 oil 

trough. 

 

In any event - with oil, the bankruptcy of E&P groups does 

not destroy reserves, which tend to be quickly exploited 

when prices rise to profitable levels. As in the previous 

price war of 2014-15, the oil producing countries and in 

particular Saudi Arabia may have underestimated the 

flexibility offered by the US corporate legal framework. 

 

All in all as with the last time, we believe that the price war 

will end with some resolution being found. However, we 

also view the current situation as more protracted and 

likely to last longer given the depth of the rift that opened 

up between producing countries. The damage wrought in 

Iran by Covid-19 is also to be taken into consideration as 

the cost to society will have to be met by creating the 

conditions to export more crude.  

Commodities : Agriculture trumps base metals for now 

Given the sudden rise in demand for foodstuffs, the price 

of agricultural commodities has increased – wheat in 

particular rose by 15% since early March. It is likely that 

this spike in demand will be temporary. That said, we 

believe that this will help improve the picture for 

agricultural prices and associated industries. 

Metals and energy take the brunt of the sell off 
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For base metals, depressed demand is likely to be the 

norm over the next few months even if China’s industrial 

production is making a re-start. The scale of the price 

drop is likely to be less significant for base metals than 

what happened in 2015-16 as key producers have pared 

down production levels and present a much healthier 

liquidity and balance sheet profile than 5 years ago. 
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Gold: a special seat at the precious metal table 

Whilst precious metals used in industrial processes such 

as platinum and palladium will continue to be negatively 

affected by the global slump in automotive demand, gold 

will likely remain a safe haven of choice. We judge the 

decline in the gold price at the height of the sell off as an 

anomaly brought about by forced selling to satisfy margin 

calls.  

Gold, platinum and palladium 
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Should economic conditions improve, then gold prices 

could move down medium term but we believe that it 

should be part – even if kept small - of a balanced 

portfolio. 

 

Other precious metals will likely follow a return to 

normality and would likely rise when the automotive 

demand restarts. Unlike oil, platinum and palladium have 

controlled supply to some extent, enabling better price 

support.  
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Currencies Market Expectations 

Major Currencies 

Q2-20 Q3-20 Q4-20 Q1-21 Q4-21

EURUSD 1.08   1.10          1.12          1.13          1.14          1.15          

EURCHF 1.05   1.06          1.06          1.08          1.08          1.11          

EURGBP 0.87   0.90          0.89          0.88          0.87          0.87          

EURJPY 116.7 117.0        119.0        120.0        120.5        124.0        

EURNOK 11.36 11.40        11.20        11.00        10.80        10.30        

USDCAD 1.42   1.42          1.40          1.37          1.35          1.31          

USDCHF 0.97   0.98          0.97          0.96          0.97          0.96          

USDJPY 107.7 107.0        107.0        107.0        107.0        109.0        

USDCNY 7.08   7.05          7.00          7.00          6.96          6.90          

GBPUSD 1.24   1.22          1.24          1.27          1.29          1.31          

NZDUSD 0.59   0.59          0.60          0.62          0.63          0.66          

AUDUSD 0.63   0.61          0.62          0.64          0.65          0.69           

 

Other Currencies 

Q2-20 Q3-20 Q4-20 Q1-21 Q4-21

USDMXN 24.18 23.3          22.6          22.0          22.0          21.1          

USDBRL 5.24   5.1            4.9            4.7            4.6            4.3            

USDARS 65.74 68.0          74.0          75.0          78.8          95.0          

USDTRY 6.95   6.8            6.8            6.7            6.8            6.8            

USDILS 3.59   3.6            3.5            3.5            3.5            3.4            

USDHKD 7.75   7.8            7.8            7.8            7.8            7.8            

USDINR 76.87 75.4          74.8          74.0          73.0          71.9          

USDRUB 74.33 78.0          75.0          72.0          70.0          69.6          

USDPLN 4.19   4.1            4.0            4.0            3.9            3.7             

The table above provides an overview of market forecasts for major currencies. It is composed of dozens of individual forecast 

providers and delivers a consensus forecast. These consensus forecasts represent a median number and all forecasts 

evaluated correspond to calendar quarter-end dates.  
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Market Performance 

 

Name YTD 2019 2018 2017 2016 2015

Dollar 3m Total Return 0.5% 2.5% 2.4% 1.1% 0.6% 0.2%

Euro 3m Total Return -0.1% -0.4% -0.4% -0.4% -0.2% -0.1%

US 3-5 5.4% 5.3% 1.5% 1.0% 1.3% 1.6%

Eurozone 3-5 -0.3% 1.9% 0.1% 0.1% 1.5% 1.8%

US 7-10 10.1% 8.5% 0.9% 2.6% 0.8% 1.7%

Eurozone 7-10 0.2% 6.7% 1.4% 1.3% 3.5% 2.1%

USD Corp  1-5 -2.2% 7.0% 1.0% 2.6% 2.9% 1.2%

EUR Corp 1-5 -4.2% 2.8% -0.5% 1.2% 2.6% 0.6%

USD Corp 5-10 -4.3% 14.3% -1.7% 5.6% 5.6% 0.9%

EUR Corp 7-10 -8.4% 10.9% -2.4% 4.2% 7.0% -1.5%

USD Corp 1-5 -12.6% 13.9% -1.8% 7.0% 16.5% -4.5%

EUR Corp 1-5 -14.8% 11.3% -3.8% 6.9% 9.1% 1.0%

USD Corp 5-10 -14.5% 9.1% -1.9% 7.6% 7.3% 1.8%

EUR Corp 5-10 -16.1% 13.2% -4.4% 8.0% 10.8% 0.4%

Hard currency -9.5% 13.1% -2.5% 8.2% 9.9% 1.3%

Local currency -7.6% 9.5% -3.4% 14.3% 5.9% -10.4%

Chinese Yuan 2.1% 2.8% 3.0% 5.0% -4.7% 3.6%

S&P Leverage Loan Index -13.0% 8.6% 0.4% 4.1% 10.2% -0.7%

Global Convertible -11.9% 15.1% -5.0% 16.7% 4.5% -0.8%

North America -20% 29% -6% 19% 9% -1%

Europe -23% 22% -13% 7% 0% 5%

Japan -18% 16% -17% 18% -3% 8%

Asia Pacific -20% 16% -16% 29% 2% -4%

Developed Markets -21% 25% -10% 20% 5% -3%

China -12% 38% -21% 32% -7% -7%

Latin America -46% 14% -9% 21% 28% -33%

Emerging Markets -24% 15% -17% 34% 9% -17%

HFRX Alternative -7% 9% -7% 6% 3% -4%

VIX 289% -46% 130% -21% -23% -5%

G7 Currency Volatility 82% -34% 21% -36% 22% -6%

DJ Global Commodity -24% 5% -13% 1% 11% -25%

Gold 5% 19% -2% 14% 8% -11%

Industrial metals -19% 5% -21% 28% 20% -27%

Agriculture index -10% 0% -13% -12% 2% -16%

WTI Oil -66% 34% -25% 12% 45% -30%

Dollar Index 3% 0% 4% -10% 4% 9%

EM Currency Index -13% -1% -11% 6% 0% -16%

Euro -2% -2% -5% 14% -3% -10%

British Pounds -7% 4% -6% 10% -16% -5%

Swiss Francs 0% 2% -1% 5% -2% -1%

Japanese Yen 1% 1% 3% 4% 3% 0%

Chinese Yuan -2% -1% -5% 7% -6% -4%

* Last quarter

** Year to date

Government bonds

Corporate bonds IG

Corporate bonds HY

EM bonds (in $)

Currencies

(vs. $)

Other investments

Equities

Others

Cash
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Geographical Presence 

CBH is present in Geneva, Zurich, London, Luxembourg, Israel, Hong Kong and Bahamas. Due to its 

international exposure, it is under the consolidated supervision of the FINMA in Switzerland and its affiliated 

companies are supervised by the CSSF in Luxembourg, the FCA in the United Kingdom, the Central Bank 

of Bahamas, the SFC in Hong Kong and the CVM in Brazil. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Geneva 
Headquarter 
CBH Bank 
Bd Emile-Jaques-
Dalcroze 7 
P.O. Box 3754 
1211 Geneva 3, CH 
cbhbank.com 
t +41 22 839 01 00 

Zurich  
Branch Office 
CBH Bank 
Bahnhofstrasse 82 
P.O. Box 1213 
8021 Zurich, CH 
cbhbank.com 
t +41 44 218 15 15 

Luxembourg  
SICAV 
1618 Investment Funds 
106, route d’Arlon 
L-8210 Mamer 
Grand Duché de 
Luxembourg 
1618am.com 

London 
Subsidiary 
CBH Europe Limited 
18 Savile Row,  
London W1S 3PW, UK 
cbheurope.com 
t +44 207 647 1300 

Hong Kong 
Subsidiary 
CBH Asia Limited 
Suite 2001, 20th Floor, 
K11 ATELIER, 18-24 
Salisbury Road, Tsim Sha 
Tsui, Kowloon, Hong 
Kong, HK 
cbhasia.com 
t +852 2869 0801 

 

 

Nassau 
Subsidiary 
CBH Bahamas Limited 
CBH House, East Bay 
Street 
P.O. Box N-1724 
Nassau, N.P., Bahamas 
cbhbahamas.com 
t +1 242 394 61 61 

Rio de Janeiro 
Asset management Co. 
1618 Investimentos 
Av. Ataulfo de Paiva,  
204 Salas 305 a 308 
Leblon, Rio de Janeiro/RJ    
CEP: 22440-033, Brazil 
1618investimentos.com 
t +55 21 3993 6901 

Sao Paulo 
Asset management Co. 
1618 Investimentos 
RuaIguatemi, 192 
Itaim Bibi, São Paulo -SP 
CEP: 01451-010 
Brazil 
1618investimentos.com 
t +55 11 4550 4401 

 

Tel Aviv 
Representative Office 
CBH Bank 
Electra Tower,  
98 Yigal Alon Street Tel 
Aviv,  
6789141 Israel 
cbhbank.com 
t +972 73 793 62 22 
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Disclaimer 

This publication is for information purpose only and does not 

constitute any offer, inducement, and recommendation by 

CBH Compagnie Bancaire Helvétique SA or any other 

members of its group. Particularly, this publication does not 

constitute a prospectus, and the published information is not 

to be understood to be an offer of sale of any securities or an 

investment proposal of any kind.  

It is general information based on proprietary knowledge, 

information furnished by third parties, and publicly accessible 

sources. It is not solely the result of independent financial 

research, therefore the legal requirements regarding the 

independence of financial research do not apply. The 

information and opinions expressed in this publication were 

published by CBH Compagnie Bancaire Helvétique SA, as of 

the date of writing and are subject to change without notice, 

in particular any prices indicated are current as of the date of 

this publication, and are also subject to change without 

notice. 

Investments in the asset classes mentioned in this publication 

may not be suitable for all recipients and may not be available 

in all countries. This publication is not directed to, or intended 

for distribution to or use by, any person or entity who is a 

citizen or resident of, or located in, any locality, state, country 

or other jurisdiction where such distribution, publication, 

availability or use would be contrary to law or regulation. This 

publication has been prepared without taking account of the 

objectives, financial situation or needs of any particular 

investor. Before entering into any transaction, investors 

should consider the suitability of the transaction to individual 

circumstances and objectives. Professional advice, including 

tax advice, should be sought if investors are in doubt. The 

value of investments and the income from them may fall as 

well as rise and is not guaranteed, therefore they may not get 

back the original amount invested; the value of an investment 

may fall suddenly and substantially; past performance is not a 

guide to future performance; and levels and basis of, and 

reliefs from, taxation may change from time to time. Changes 

in foreign exchange rates may have an adverse effect on the 

price, value or income of an investment. 

No representation is made with respect to the accuracy and 

completeness of this publication, and this publication should 

not be relied on.  Possible errors or incompleteness of the 

information contained in this publication do not constitute 

grounds for liability.  Neither Compagnie Bancaire Helvétique 

SA nor any other members of its group are liable for the 

information contained in this publication. 

This publication may only be distributed in countries where its 

distribution is legally permitted by CBH's local entities. This 

publication is not directed to any person in any jurisdiction 

where (by reason of that person’s nationality, residence or 

otherwise) such publications are prohibited. 
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Published on March 31, 2020 

Important Distribution Information 

Switzerland - This publication is distributed by CBH 

Compagnie Bancaire Helvétique SA, an authorized and 

regulated entity by the Swiss Financial Market Supervisory 

Authority FINMA in Switzerland. 

Bahamas - This publication is distributed to clients of CBH 

(Bahamas) Ltd. and is not intended for distribution to persons 

designated as a Bahamian citizen or resident for the purposes 

of the Bahamas Exchange Control Regulations and rules. 

Thus, it is only intended for persons who are designated or 

who are deemed non-residents.  

Hong-Kong – This publication is published by CBH 

Compagnie Bancaire Helvétique SA, and is distributed by 

CBH Asia Limited on its own behalf to its clients. CBH Asia 

Limited is a company licensed with the Hong Kong Securities 

and Futures Commission (SFC), and registered with the 

Mandatory Provident Fund Schemes Authority (MPFA) and the 

Hong Kong Confederation of Insurance Brokers (CIB).  

UK - This publication is distributed to clients of by CBH 

Europe Ltd., authorized and regulated in the United Kingdom 

by the Financial Conduct Authority [FRN 514546]. This 

document is intended for general information purposes, and 

not considered as investment research. For full information on 

CBH Europe Ltd. communications, please visit our website or 

speak to your relationship manager. 

United States - Neither this publication nor any copy thereof 

may be sent, taken into or distributed in the united states or to 

any us person. 

This publication may contain information obtained from third 

parties, including ratings, scoring measures, prices and other 

data. Reproduction and distribution of third-party content in 

any form is prohibited except with the prior written permission 

of the related third-party. Third-party content providers do not 

guarantee the accuracy, completeness, timeliness or 

availability of any information, including ratings, and are not 

responsible for any errors or omissions (negligent or 

otherwise), regardless of the cause, or for the results obtained 

from the use of such content. Third-party content providers 

give no express or implied warranties, including, but not 

limited to, any warranties of merchantability or fitness for a 

particular purpose or use. Third-party content providers shall 

not be liable for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, 

costs, expenses, legal fees, or losses (including lost income or 

profits and opportunity costs) in connection with any use of 

their content, including ratings. Credit ratings are statements 

of opinions and are not statements of fact or 

recommendations to purchase, hold or sell securities. They do 

not address the market value of securities or the suitability of 

securities for investment purposes, and should not be relied 

on as investment advice. 

Copyright and database rights protection exists in this 

publication and it may not be reproduced, distributed or 

published by any person for any purpose without the prior 

express consent of CBH Compagnie Bancaire Helvétique SA. 

All rights are reserved. 
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