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Overview of the Quarter

2020 was certainly a turbulent and dramatic year.
Fiscal and monetary stimuli have been
unprecedented. The Swiss economy was hit hard
by the pandemic crisis. However, the second wave
of Covid-19, which affected the fourth quarter,
appears less damaging than the first wave due to
less severe restrictions, containment measures
already in place and, all in all, a healthier global
economic situation, especially in Asia.

Switzerland proved to be more resilient than
other major economies although macro data
remained mixed. The Swiss export industry has so
far not been so much impacted by the second
wave. In November, seasonally adjusted real
exports rose by 4.6% to CHF 18.8bn, in line with
pre-Covid level. Once again, exports were driven
by the pharma industry. The Swiss PMI also
showed an improvement, at least in the
manufacturing sector, while the Service PMI was
more damaged by partial lockdowns and it fell
below the 50-point growth threshold. The KOF
leading indicator at 104.3 for December remained
at an historical high level. Third quarter GDP,
released in December, rebounded strongly by
7.2% from a collapse of -7.0% in the second
quarter, but it is expected to lose momentum in
the fourth quarter affected by the second
coronavirus wave.

On 16 December the US Treasury designated
Switzerland as “a currency manipulator” as all
three criteria for this label were met, i.e. a
bilateral trade surplus with US greater than USD
20bn, a current account surplus exceeding 2% of
GDP and persistent unilateral currency
interventions exceeding 2% of GDP over 12 last
months. Nevertheless, the SNB confirmed on 17
December, during its regular quarterly monetary
policy assessment, its willingness to intervene
further and “more strongly” in the currency
market as the Swiss Franc is still “highly valued”.
Currency interventions are for the SNB to pursue
its price stability mandate, given on the one
hand the already low policy rate at -0.75% and,
on the other, the difficulty of implementing asset
purchases given the small size of the Swiss
domestic bond market. SNB forex interventions
is therefore to be considered a tool to fight the
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Swiss franc appreciation rather than an
instrument to actively weaken the national
currency for competitive purposes.

CHF yields moved in the range in place for several
months. Neither the negotiations between the EU
and UK over Brexit, nor the US election or the US
fiscal stimulus package had any significant impact
on the Swiss fixed income market which lacked
on domestic catalysts. Swiss 10-year government
yields fell to -0.55% from -0.49% and 10y swap
yields rose to -0.28% from -0.35%. The Swiss fixed
income market returned positively. The foreign
segment performed slightly better than the
domestic segment, where Swiss government
bonds were the laggards. Credit spreads
tightened.

Performance and Positioning

The New Capital Fund Lux - Swiss Franc Bonds
Fund delivered a positive total return of 0.71% net
of fees in the fourth quarter, outperforming the
reference index by 4 basis points. Credit spread
was the main source of return (Chart 1) given the
spread tightening, while interest rates
contributed marginally as interest rates remained
rather stable. The best performers were mainly
issuers from the emerging markets space and

Chart 1: Performance Attribution
(basis points)
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Past performance is not necessarily a guide to the
future. Performance is gross of fees.

Source: UBS Delta. EFGAM
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issuers that particularly suffered during first
pandemic peak in March.

The swap curve bearish steepened during the
quarter and it was inverted for maturities beyond
20 years. The Fund ended the quarter with a
duration of 3.9 years, shorter than the reference
index. Exposure to the long end of the curve was
very small and the negative impact of slightly
higher yields was negligible. Securities in the 7-10
years bucket were the best performers, both in
relative and in absolute terms. The Fund had an
underweight duration in 5-10 years segment.

The rally in spread was driven, on the one hand,
by increased risk appetite due to good news on
vaccine approvals and, on the other hand, by
investors demand in a market characterized by
low seasonal liquidity, particularly towards the
end of the year. The Fund’s exposure to A-rated
bonds, based on a best rating approach,

Outlook

Will 2021 be the turning point and vaccines the
game changer? Will governments start
withdrawing support measures? Certainly,
vaccines rollout is positive news and reduces
some of the downside risks to growth, but the
distribution of vaccines is in its first phase and
much will depend on people willingness to get
them. It will take time to reach herd immunity
worldwide. This hopefully may be the case by the
end of 2021 and the beginning of 2022. In the
meantime, economies are likely to remain
vulnerable to further negative news (new Covid
variant) and lockdowns during the first quarter.

Chart 2: CS LSI Indices (spread over swap)
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amounted to 40% and to BBB bonds to 19% at the
end of December. Both buckets were overweight.
BBB bonds were the major contributors to the
return within the investment grade space,
followed by A-rated bonds. The exposure at the
end of the quarter to AT1 securities was 10%. The
exposure to green bonds amounted to 4%.

In terms of country allocation and issuers
exposure, the Fund is highly diversified. In terms
of sectors allocation, we took profit on some non-
cyclical bonds as these bonds offered negative
yields and had provided good return so far.

Foreign primary issuance in CHF was extremely
low in the fourth quarter, confirming the trend
that has been going on for several years, while
the activity on the domestic primary market was
rather intense as usual. We participated in one
foreign and two domestic new issues.

Both monetary and fiscal policy are therefore set
to remain accommodative for some time to come
in Switzerland and it is unlikely to see interests
rates much higher in the first quarter than they
are at present. Short rates should remain
therefore anchored given expected unchanged
monetary policy. Long yields should also remain
quite stable due the lack of inflationary pressure.
However, a bearish steepening of the CHF yields
curve cannot be ruled out in our view, particularly
if yields on the long end of the US and EUR curve
rise.

Bond yields are very low and even in negative
territory and spreads are about 20-30bps above
their lowest level of past 10 years (Chart 2). In
such an environment, we believe that the
potential for spread tightening is limited and
careful credit selection remains crucial, as risks
are still present in such a fragile context.
Nonetheless good news on the pandemic front
and technical factors, such as search for yield and
supply-demand dynamic, should still support
spread compression. increasing in the meantime
the exposure to good rated issuers.

In this mixed context of uncertainties and positive
news we maintain a cautious approach but will be
ready to gradually position the fund for the
recovery. “Yield-enhancement”, “and “spreads
compression” are likely to be the key themes in
the first quarter. Preference for green bonds will

reflect the new trend arising in the market.
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Performance Table

Benchmark

Nnew,
c

capital

EFG asset Management

Difference

0.32%
0.71%
1.49%
0.00%
0.00%
0.31%
0.17%
0.21%
1.39%

0.25%
0.68%
1.49%
0.15%
0.15%
0.64%
0.48%
0.51%
3.44%

0.07%
0.03%
0.00%
-0.15%
-0.15%
-0.33%
-0.31%
-0.30%
-2.05%

Past performance is not necessarily a guide to the future. The value of your investments and the
income from them may fall as well as rise as a result of market as well as currency fluctuations and you
may not get back the full amount invested. Fund performance is net of fees and representative of the M

Cap Share Class.

Source: EFG, Bloomberg as at 31 December 2020

Benchmark: Swiss Bond Index SBI Foreign AAA-BBB 1-10. The bencmark is for comparison purposes only.

Inception date: 16 July 2002
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Note: Past performance is not necessarily a guide to the future. Returns may increase or decrease as a result of currency

fluctuations. Performance is net of fees.

lease refer to the Prospectus for further information on this Fund and prior to any

subscription. All data sourced New Capital, EFGAM, Bloomberg, as at title date, unless otherwise stated.

This document does not constitute and shall not be
construed as a prospectus, public offering or placement of,
nor a recommendation to buy, sell, hold or solicit, any
investment, security, other financial instrument or other
product or service. It is not intended to be a final
representation of the terms and conditions of any
investment, security, other financial instrument or other
product or service. This document is for general information
only and is not intended as investment advice or any other
specific recommendation as to any particular course of
action or inaction. The information in this document does
not take into account the specific investment objectives,
financial situation, tax situation or particular needs of the
recipient. You should seek your own professional advice
(including tax advice) suitable to your particular
circumstances prior to making any investment or if you are in
doubt as to the information in this document.

This document contains material that may be interpreted in
the country in which this document has been communicated
as a financial promotion and/or advertisement in relation to
investment services, securities or other investments.
Accordingly, the information in this document is only
intended to be viewed by persons who fall outside the scope
of any law that seeks to regulate financial promations
and/or advertisements in the country of your residence or in
the country in which this document has been communicated.
If you are uncertain about your position under the laws of
the country in which this document has been communicated
then you should seek clarification by obtaining legal advice.

Although information in this document has been obtained
from sources believed to be reliable, no member of the EFG
group represents or warrants its accuracy, and such
information and/or investment research may be inaccurate,
incomplete or condensed. Any opinions in this document are
subject to change without notice. This document may contain
personal opinions which do not necessarily reflect the
position of any member of the EFG group. To the fullest
extent permissible by law, no member of the EFG group shall
be responsible for the consequences of any errors or
omissions herein, or reliance upon any opinion or statement
contained herein, and each member of the EFG group
expressly disclaims any liability, including (without
limitation) liability for incidental or consequential damages,
arising from the same or resulting from any action or
inaction on the part of the recipient in reliance on this
document.

The value of investments and the income derived from them
can fall as well as rise, and any reference to past
performance is no indicator of current or future
performance. Any past performance data for collective
investment schemes may not take account of the
commissions and costs incurred on the issue and
redemption of shares. Income from an investment may
fluctuate. Investment products may be subject to investment
risks involving, but not limited to, possible loss of all or part
of the principal invested. The risk of loss from investing in

commodity and financial futures, foreign exchange contract
securities, warrants and index contracts and options can be
substantial.

The publication or availability of this document in any
jurisdiction or country may be contrary to local law or
regulation and persons who come into possession of this
document should inform themselves of and observe any
restrictions. No distribution of this information to anyone
other than the designated recipient is intended or
authorized. This document may not be reproduced, disclosed
or distributed (in whole or in part) to any other person
without prior written permission from an authorised member
of the EFG group.

The information contained in this document is merely a brief
summary of key aspects of the New Capital UCITS Fund plc
(the “Fund”). More complete information on the Fund can be
found in the prospectus or key investor information
document, and the most recent audited annual report and
the most recent semi-annual report. These documents
constitute the sole binding basis for the purchase of Fund
units. Copies of these documents are available free of charge
and may be obtained at the registered office of the Fund at 5
George’s Dock, IFSC, Dublin 1, Ireland; in the United Kingdom
from the facilities agent EFG Asset Management (UK) Limited
(“EFGAM”"), Leconfield House, Curzon Street, London W1 5JB,
United Kingdom; in Germany from the German information
agent, HSBC Trinkaus & Burkhardt AG, Kénigsallee 21/23,
40212 Dusseldorf, Germany; in France from the French
centralizing agent, Societe Generalg, 29, boulevard
Haussmann - 75009 Paris, France; in Luxembourg from the
Luxembourg paying agent, HSBC Securities Services
(Luxembourg) S.A, 16 boulevard d'Avranches, L-1160
Luxembourg, R.C.S. Luxembourg, B28531; in Austria from the
Austrian paying and information agent, Erste Bank der
oesterreichischen Sparkasse AG Graben 21, 1010 Vienna,
Austria; in Sweden from the Swedish paying agent, MFEX
Mutual Funds Exchange AB, Linnégatan 9-11, 11 447
Stockholm, Sweden; and in Switzerland from the Swiss
representative, CACEIS (Switzerland) SA, Route de Signy 35,
CH-1260 Nyon and the paying agent, EFG Bank SA, 24 Quai du
Seujet, CH-1211, Geneva 2, Switzerland.
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Hong Kong: This document does not constitute an offer,
solicitation or invitation, publicity or any other advice or
recommendation. The information contained within this
document has been obtained from sources believed to be
reliable and accurate at the time of issue but no
representation or warranty, expressed or implied, is made as
to the fairness, accuracy or completeness of the information.
Investment involves risk. Past performance is not indicative
of future results. Before making any investment decision to
invest in the Fund, you should read the Hong Kong offering
documents and especially the risk factors therein. An
investment in the Fund may not be suitable for everyone. If
you are in any doubt about the contents of this document,
you should consult your stockbroker, bank manager, solicitor,
accountant or other financial adviser for independent
professional advice. This document is issued by EFG Asset
Management (Hong Kong) Limited and has not been reviewed
by the Securities and Futures Commission (“SFC”) in Hong
Kong. The SFC takes no responsibility for the contents of this
statement and makes no representation as to its accuracy or
completeness.

Singapore: The Fund is not authorised or recognised by the
Monetary Authority of Singapore (the “MAS”) and the shares
in the Fund (the “Shares”) are not allowed to be offered to
the Singapore retail public. Moreover, this presentation, and
any other document or material issued in connection with
the offer or sale is not a prospectus as defined in the
Securities and Futures Act, Chapter 289 of Singapore (“SFA”).
Accordingly, statutory liability under the SFA in relation to
the content of prospectuses would not apply. You should
consider carefully whether the investment is suitable for you.

This presentation has not been registered as a prospectus by
the MAS, and the offer of the Shares is made pursuant to the
exemptions under Sections 304 and 305 of the SFA.
Accordingly, the Shares may not be offered or sold, nor may
the Shares be the subject of an invitation for subscription or
purchase, nor may this presentation or any other document
or material in connection with the offer or sale, or invitation
for subscription or purchase of the Shares be circulated or
distributed, whether directly or indirectly, to any person in
Singapore other than under exemptions provided in the SFA
for offers made (a) to an institutional investor (as defined in
Section 4A of the SFA) pursuant to Section 304 of the SFA, (b)
to a relevant person (as defined in Section 305(5) of the SFA),
or any person pursuant to an offer referred to in Section
305(2) of the SFA, and in accordance with the conditions
specified in Section 305 of the SFA or (c) otherwise pursuant
to, and in accordance with, the conditions of any other
applicable provision of the SFA.

Where the Shares are acquired by persons who are relevant
persons specified in Section 305A of the SFA, namely:

a) a corporation (which is not an accredited investor (as
defined in Section 4A of the SFA)) the sole business of which
is to hold investments and the entire share capital of which
is owned by one or more individuals, each of whom is an
accredited investor; or

b) a trust (where the trustee is not an accredited investor)
whose sole purpose is to hold investments and each
beneficiary of the trust is an individual who is an accredited
investor,

the shares, debentures and units of shares and debentures
of that corporation or the beneficiaries’ rights and interest
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(howsoever described) in that trust shall not be transferred
within six months after that corporation or that trust has
acquired the Shares pursuant to an offer made under
Section 305 of the SFA except:

1. to an institutional investor or to a relevant person as
defined in Section 305(5) of the SFA, or which arises from an
offer referred to in Section 275(1A) of the SFA (in the case of
that corporation) or Section 305A(3)(i)(B) of the SFA (in the
case of that trust);

2. where no consideration is or will be given for the transfer;
3. where the transfer is by operation of law;
4, as specified in Section 305A(5) of the SFA; or

5. as specified in Regulation 36 of the Securities and Futures
(Offers of Investments) (Collective Investment Schemes)
Regulations 2005 of Singapore.

The offer, holding and subsequent transfer of Shares are
subject to restrictions and conditions under the SFA. You
should consider carefully whether you are permitted (under
the SFA and any laws or regulations applicable to you) to
make an investment in the Shares and whether any such
investment is suitable for you and you should consult your
legal or professional advisor if in doubt.

This document is issued by EFG Asset Management (UK)
Limited. EFG Asset Management (UK) Limited is authorised
and regulated by the UK Financial Conduct Authority,
registered no. 7389746. Registered address: EFG Asset
Management (UK) Limited, Leconfield House, Curzon Street,
London W1) 5JB, United Kingdom, telephone +44 (0)20 7491
9111.

This document should be considered a marketing
communication.
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