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by LGT Capital Partners (FL) Ltd., Herrengasse 12,  
9490 Vaduz, Liechtenstein, products domiciled in  
Luxembourg and Ireland are issued by LGT Capital 
Partners (Ireland) Ltd., 3rd floor, 30 Herbert Street, 
Dublin 2, Ireland.
LGT CP provides no guarantee with regard to its  
content and completeness and does not accept any 
liability for losses which may arise from making use of 
this marketing material. The opinions expressed in this 
marketing material are those of LGT CP at the time of 
writing and are subject to change at any time without 
notice. If nothing is indicated to the contrary, all fig-
ures are unaudited. This marketing material is provided 
for informational purposes only and is for the exclusive 
use of the recipient. It does not constitute an offer or 
a recommendation to buy or sell financial instruments 
or services or to adopt any specific investment strategy  
and does not release the recipient from exercising  
his/her own judgment. The recipient is in particular 
recommended to check that the information provided 
is in line with his/her own circumstances with regard 
to any legal, regulatory, tax or other consequences, if 
necessary with the help of a professional advisor. This 
marketing material may not be copied, reproduced or 
redistributed either in part or in full without the writ-

ten permission of LGT CP. It is not intended for per-
sons who, due to their nationality, place of residence, 
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foreign currencies involve the additional risk that the 
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reference currency. Past Performance is not a guaran-
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Furthermore, no guarantee can be given that the per-
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formed. The total expense ratio (TER) of the Product 
is published in the annual report. Benchmarks and 
indices are shown for illustrative purposes only, may 
be unavailable for direct investment, may assume re-
investment of income, and have limitations when used 
for comparisons because they have volatility, credit, 
and other material characteristics, such as number and 
types of securities, that are different from the product. 
LGT Capital Partners Ltd. claims compliance with the 
Global Investment Performance Standards (GIPS®) for 
all traditional mandates and investment funds man-
aged in Liechtenstein and Switzerland, private equity 
programs domiciled in Ireland and managed by LGT 
Capital Partners (Ireland) Ltd. as well as those invest-
ment funds managed by LGT ILS Partners Ltd. and LGT 
Investment Partners Ltd. GIPS compliant presentations 
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from LGT Capital Partners Ltd. GIPS® is a registered 
trademark of CFA Institute. CFA Institute has not been 
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semi-annual report, if more recent) (further referred 
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form – in English, with the exception of the KIID which 
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Risk factors

Prior to investing, investors should carefully consider the risks 

associated as detailed in the offering document. The value of 

an investment can fall and the originally invested amount may 

never be recovered. Investors should consider the following 

risks, without limitation:

 ■ Market risk: The risk of losses in positions arising from 

movements in market prices.

 ■ Currency risk: The risk of losses arising from currency  

fluctuations, in case the currency of an investment is 

different from the investor’s reference currency.

 ■ Liquidity risks: Adverse effects created by the situation 

where the fund must sell assets where insufficient market 

demand exists and lower price levels must be accepted to 

execute a transaction.

 ■ Operational risks: The fund may suffer losses as a result  

of insufficient internal processes or systems, misbehavior  

of employees or external circumstances.

 ■ Political and legal risks: Investments are exposed to  

changes in the rules and standards applied by the country 

under the respective jurisdiction. This includes restrictions 

on currency convertibility, the imposition of taxes or trans-

action controls, limitations on property rights or other  

legal risks. Investments in less developed financial markets 

may expose the fund to increased operational-, legal- and 

political risk.

 ■ Derivative risk: The risk of losses arising from the usage  

of derivatives, which can be highly sensitive to price  

movements of the underlying asset and can result in 

increased leverage.

 ■ Credit risks: Risk characterized by the failure of counter-

parties to meet contractual financial obligations.

 ■ Master-Feeder risks: The performance of the Fund may 

deviate from the performance of the Master-Fund.
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LGT Capital Partners recently celebrated 
its 20th anniversary. Most of the time, 
anniversaries provide a good occasion 
to look back. Remember: 20 years ago, 
the impending computer crash – the 
“Millennium Bug” – kept the public in 
suspense during the transition to the 
next millennium. There were even voices 
predicting apocalyptic scenarios. There  
are parallels between the prophecies 
of that time and today’s mood among 
investors. A large number of investors  
also believe that we are approaching the 
end of the (market-)cycle.

A feature of late-cycle markets is that recession scares recur. 

Another has been brewing and has its origins in the growing 

breach between America and China over trade. At the begin-

ning of May America stepped up its tariffs on Chinese imports 

and opened a new front in the dispute by requiring American 

firms wishing to supply Huawei, to seek licenses. Markets have 

become choppier and have not helped to reassure investors. 

Many of them remain unsettled.

Only when the tide goes out do you discover who’s been  
swimming naked
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The greater the level of uncertainty, the more we tend to 

retreat on proven concepts, taking refuge in trusted quality. 

Quality is reflected in investment portfolios by positioning 

them to perform well through the entire cycle. With a focus 

on defensive quality, an investment portfolio should be able 

to weather turbulent periods and, ultimately, stand the test 

of time. Benjamin Graham recognized back in the 1930s that 

the biggest losses are not generated by buying quality at a 

high price, but rather by acquiring low quality at seemingly 

favorable prices. The most successful investors are those who 

know how to avoid extended periods of losses. Consider this: 

to recover a price loss of 50%, the value of the asset has to 

subsequently rise by 100%. Further, most of you will agree 

that the pain of losses is greater than the thrill of gains.

Which investment solutions generating a suitable return can 

an asset manager now recommend with a clear conscience 

to investors looking for security? High quality stocks are an 

interesting investment opportunity. At LGT Capital Partners, 

we seek out companies with solid balance sheets and excel-

lent management in less cyclical businesses and also include 

out-of-favor sectors. Our universe of quality companies has 

thus a defensive aspect to it, with an overall lower sensitivity 

to the broad market. Further, the integration of environmental, 

social and governance (ESG) factors are an essential part in 

selecting top quality investments. Such a portfolio might not 

win first place when markets rally furiously, but over a full 

cycle, it should prove to be the better investment choice. For 

it is in the ensuing hard times that any investment portfolio 

will have to prove itself and avoid unrecoverable losses. Or to 

phrase it with the words of Graham’s arguably most famous 

disciple, Warren Buffett, “Only when the tide goes out do you 

discover who’s been swimming naked.”

For some time now we have been managing a significant 

portion of our own assets on the basis of the quality approach 

described above. You can take advantage of this unique align-

ment of interests. We would be pleased to show you the 

benefits of investing in these quality investment solutions. 

Marcel Dillier

Co-Head Key Account Management

“Further, most of you will agree  
that the pain of losses is greater  
than the thrill of gains.”
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After racing out of the starting blocks to begin the year, 

the markets have downshifted in recent weeks. This is not 

surprising given the number of warning lights that are blinking 

everywhere: How long will the US-Chinese trade conflict last? 

Was the impression of a waning trade war risk just a short-

term deception? Will the trade issue slow the US economy, 

and if yes, by how much? Compared to these questions, the 

uncertainties in Europe seem less significant, or at least more 

regionally limited, ranging from the Brexit finale to the yellow-

vest protests in France and the new personnel at the top of 

the EU, in particular the ECB presidency. For now, financial 

markets are still nervous, but not broken. Even if the market 

impact of the wide array of structural issues is limited in the 

end, there will certainly be much more volatility. 

The economic outlook is also at a tipping point. Strong 

labor markets stand in contrast to the global manufacturing 

Purchasing Managers’ Index (PMI), which is slightly below  

the growth threshold of 50 and an unmistakable sign of a 

slowdown. Even though the manufacturing industry has lost 

some of its importance, the low PMI is not a good omen.  

Relatively speaking, the US economy still acts as the global 

economy’s growth engine. After a brief rough patch due to 

the government shutdown, the US economy has been surpris-

ingly positive. The eurozone looks to be in much worse shape. 

In terms of individual countries, Germany remains a problem, 

where the auto sector is weighing on the economy. Italy, in 

contrast, is providing a small sliver of hope thanks to a clearly 

improved leading indicator. The outlook for the emerging 

markets is mixed. 

Another aspect of the late-cyclical trend is that inflation is 

cooling off somewhat after a temporary return last year. The 

previously dominant phenomenon of monetary policy diver-

gences is continuing to weaken. Given the uncertain outlook 

and the easing inflationary pressure, central banks are halting 

their efforts to normalize interest rates for the time being and 

adopting a wait-and-see stance instead.

In our baseline scenario, the global economy will overcome its 

weak cyclical phase, without gaining any significant traction. 

Caution is therefore called for, which is why we recommend a 

tactical position that is only moderately aggressive and which 

is slightly above the neutral equity weighting.  

Growing, no longer slowing?

Dr Alex Durrer

 --- -- -  + ++ +++

Equity USA

Equity Europe

Equity Japan

Equity Asia/Pacific

Equity emerging markets

Sovereign bonds

Inflation-linked bonds

Corporate bonds

Emerging markets bonds

Gold

Liquidity

Stagflation
Inflation-linked bonds, 
gold

Sovereign bonds
Deflationary depression

Classic boom
Cyclical stocks

Growth stocks
Globalization

Inflation

Price 
develop- 
ment

Deflation

  Baseline scenario        Risk scenario

Real growth

* The macroeconomic landscape has a time horizon of 3-6 months Source: LGT

Global macroeconomic landscape*

ExpansionContraction

Overview investment policy as per July 1, 2019
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Norwegian krone: of Romans and Gauls

Michel Roth

The year is 2019 A.D. Core European economies are entirely 

occupied by the low interest rate regime. Well, not entirely! 

One small central bank led by indomitable Norwegians still 

holds out against the invaders. All to the delight of the Nor-

wegian krone (NOK).

The Norges Bank has been in a rate hiking cycle since 

September. In contrast to the major central banks, however, 

there will not be a U-turn in monetary policy this year, as 

growth is well supported. Norway is benefiting from the 

restructured oil and gas economy, which is investing heavily 

again after some difficult years. Exports are providing addi-

tional support. The current account balance has improved 

significantly in the last three years. The core inflation rate, 

meanwhile, has risen past 2%, unemployment is low and 

capacity utilization is high. With breakeven production costs 

below current oil prices and prudent budgeting, this should 

remain so. Thus, Norway’s monetary druids retain the unusual 

option of raising interest rates further. This magic potion of a  

robust growth outlook, a positive current account and rising 

interest rates makes the NOK very appealing. But, as is the 

case with Asterix and Obelix, the mood is tense outside one’s 

own village. However, instead of Roman legionaries, the 

trade dispute and soft economic data are threatening risk-

seeking investors. The krone has recently felt that impact too. 

However, because this is also extending the lower for longer 

interest rate environment, the Norwegian magic potion is all 

the more tempting. 

Overview of currencies as per July 1, 2019

Currencies Exchange 
rate

Year-to- 
date

Medium-term 
trend

Comment

EUR-USD 1.13 -0.9% The extended outlook for easing is “draghing” the euro down

GBP-USD 1.27 -0.7% Brexit worries and the associated political uncertainties remain a burden

USD-JPY 108.33 -1.3% The BoJ is sticking to its ultra-loose monetary policy

USD-CHF 0.98 -0.1% Investors are currently favoring the greenback as a safe haven

AUD-USD 0.70 -1.0% Despite the many doves in the Fed, the USD remains the preferred dollar

USD-CAD 1.31 -4.1% Internal and external factors are blurring growth prospects and with them the CAD outlook

USD-SGD 1.35 -0.6% A weak SGD is delighting export-oriented Singapore

USD-KRW 1158.50 3.8% The KRW is trending lower and is suffering from the renewed trade dispute

USD-CNY 6.84 -0.3% The more intensive the trade dispute with the US, the more likely the 7 mark will be breached

USD-MXN 19.05 -3.3% The US is generating trade policy uncertainties and thus setting the tone for the MXN

USD-RUB 62.85 -9.4% The extremely resilient Russian economy is helping to stabilize the RUB

EUR-CHF 1.11 -1.1% Europe’s political tumult and disappointing macro data are afflicting the single currency

EUR-SEK 10.56 4.2% Despite being undervalued, the SEK was not able to escape its downward trend

EUR-NOK 9.69 -2.1% Both the monetary policy outlook and economic trend speak in favor of the NOK

  NOK index (trade-weighted)
  Policy rate and central bank forecast (rhs) Source: Datastream, LGT
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Italy’s national debt level is very troubling, having now reached 

132% of annual economic output. That makes Italy one of 

the world’s most highly indebted countries. Annual interest 

payments alone are EUR 64 bn. In three years’ time, the figure 

will be EUR 74 bn. The productivity of the Italian economy is 

at the level of 1995. To rein in the debt, Italy urgently needs 

growth – but where will it come from? 

Without an economic rebound, Italy will not be able to avoid 

a restructuring of government debt. But this is where “alterna-

tive” ideas come in. For example, largely unnoticed by the rest 

of the world, at the end of May, members of the parliament 

(MP) voted in favor of launching mini-BOTs. So far, it is “only” 

the proposal for introducing them – without a draft bill. The 

ECB, of course, will use all its might to prevent the launch of 

mini-BOTs. The acronym “BOT” stands for “Buoni Ordinari  

del Tesoro.” Such government bonds, with maturities of up to  

12 months, already exist. The new mini-BOTs are non-interest- 

bearing, euro-denominated liabilities without maturity dates 

and are expected to be issued in the tens of billions. The Italian 

government wants to use them to pay suppliers and service 

providers. To increase the incentive to use them, they could 

also be used to pay taxes, social security contributions and for  

services performed by state-run companies. Mini-BOTs can 

therefore be seen as a kind of voucher. Once the mini-BOTs are 

in circulation, they could soon be used as a means of payment. 

That would make them de facto a parallel currency to the 

euro. This regional currency would give the Italian government 

the economic and fiscal flexibility that it has been lacking since 

the introduction of the common currency. It will also be used 

as leverage to extract fiscal concessions from the EU Commis-

sion. In fact, Claudio Borghi, a Lega MP and president of the 

budget committee in the lower house of parliament, said two 

years ago that “in the moment that one decides to leave the 

euro, mini-BOTs will become the cash of the new currency.” 

From a purely technical point of view, the introduction of the 

mini-BOTs would make it easier for Italy to exit the euro. But 

we do not believe an exit will happen. Italy wants to lift the 

restrictions on its budget that Brussels has imposed.

From an investors’ point of view, the unit of account in Italy re- 

mains the euro; in other words, these vouchers have no poten-

tial to gain in value. In fact, on the secondary market they can 

only lose value. This would not be good news for Italian govern-

ment bonds, either. If the mini-BOTs are issued, an exit would  

prove more likely, as the technical basis for leaving would exist,  

and risk premiums would rise. The confrontation between the 

Italian government, Brussels and the ECB with regard to debt 

and mini-BOTs is likely to continue generating some volatility. 

Government bonds:  
Italy: back to the future – back to a regional currency?
Ewald Duer

Overview target rates and yields on 10y government bonds as per July 1, 2019

Economy Target rate Trend Comment 10y yield Trend Comment

USA 2.375% Rate normalization is pausing 2.03% Doves are dominating monetary policy again

Eurozone (DE) 0.00% No rate changes in foreseeable future -0.36% Draghi holds out the prospect of more support

Japan -0.10% No rate changes in foreseeable future -0.15% BoJ’s yield curve control bears fruit

UK 0.75% No rate changes in foreseeable future 0.81% Defying the domestic political uncertainties 

Switzerland -0.75% No rate changes in foreseeable future -0.55% No positive yields on the horizon

Brazil 6.50% No rate changes in foreseeable future 7.31% Market-friendly government cheers investors

Malaysia 3.00% More rate cuts are expected 3.65% Economic tailwind in place for now

Yield of US government bonds

  Yield of 10Y US government bond Source: Datastream, LGT
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For years, the world’s major central banks have been trying  

to reach their inflation targets with extremely loose monetary  

policies, such as low and even negative interest rates and 

bond purchases worth trillions – so far without any sustainable 

success. The US Federal Reserve, which has made the furthest 

progress in the cycle of interest rate normalization, also had to 

acknowledge this recently.

It has been surprising for the decision-makers that, despite 

de facto full employment and solid economic growth, there 

has been no significant wage pressure, and only modest price 

pressure on goods. Europe is seeing a similar development. 

The most recent unemployment rate was 7.5%, the lowest 

level since 2008, while inflation for June remained at 1.2%. 

The pressure to take action is rising for central bankers, as  

can be seen in the measure of the US Federal Reserve to hold 

an official debate with leading academics and central bankers 

about its monetary policy and instruments. One question that 

has been raised is whether the Fed will need a strategy going  

forward to make up for any past shortfalls in the inflation 

target. Basically, such a discussion about moving away from 

a fixed inflation target to an average inflation target could 

already fuel inflation expectations. But investors still do not 

believe that the system will change, as shown by the recent 

decline in breakeven inflation rates. The situation is even more 

pronounced in the eurozone, where market-based inflation  

expectations have fallen below the 2016 level to an all-time 

low of 1.13%. This means that it has become cheap to purchase 

protection against inflation.

The question of whether cheap is cheap enough depends on 

how the trade dispute unfolds and its adverse effects on the 

global economy. We expect that the battle for market advan-

tages will continue, and therefore a sustained price increase in 

this fragile environment will be delayed for some time.  

Inflation-linked bonds:  
Is cheap cheap enough? 
Dieter Gassner

Credit investments:  
Corporate debt to unleash the next crisis?
Johannes Oehri

Commentators have been sounding a warning for some time 

about the rise in US corporate debt. There are major concerns 

that once again a debt bubble has formed, which – should it 

burst – could drag down the global economy and the global 

financial system.

Corporate debt in relation to GDP is a metric that observers 

are closely looking at, as the ratio has recently reached a new 

high. However, if one compares this increase with that of 

private mortgage debt in the run-up to 2008, the growth in 

corporate debt is put into perspective.

Therefore, US corporate debt does not represent a systemic 

risk. It will not be the catalyst of the next crisis; it is not the 

culprit. But that does not mean that corporate debt would 

not be facing some problems. The creditworthiness of corpo-

rates would be hit by rising interest rates, of course, or by 

sharp drops in earnings, such as in the case of a recession. But 

higher interest rates are off the table for now. As for a reces-

sion, there is little to indicate that one is looming. As long as 

this situation persists, investors will benefit from the higher 

interest rates of corporate bonds, although the yield pick-up is 

not particularly high. Investors who have a suitable risk budget 

are currently better served investing in the equity market. 

Comparatively moderate debt growth

  Nonfinancial corporate debt % GDP
  Household mortgage debt % GDP
  Recession Source: Datastream, LGT
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“On balance, our indicators anticipate that the bulls and  

the bears will continue to exchange blows. As before, this 

showdown will lead to sudden price swings.” That was the 

conclusion that we came to in the last issue of Investorama. 

And that is exactly what happened. The good start to the 

second quarter, which included a rise to record highs, reversed 

quickly in May as share prices tumbled throughout the month. 

The downturn was triggered by the breakdown in trade talks 

between the US and China.

Share prices started to move higher again as June began. The 

equity markets began their rebound with the “central bank 

put,” which served as a kind of “reinsurance” for the markets. 

The US Federal Reserve made it clear that it was open to rate 

cuts. This came against the background of a relatively robust 

economic situation in the United States. Corporate earnings 

are also relatively solid, while stock market valuations do not 

show any “major” exaggerations. On an absolute basis, the 

traditional valuation metrics are high. But compared to bonds, 

stocks can continue to be classified as inexpensive.

The most important insight of our Behavioral Finance analysis 

is unchanged. The stock markets are still in a so-called tran-

sition phase – they are in neither a bull nor a bear market.  

We can expect to see stronger price fluctuations during this 

transition phase, which may accompany us for large parts of 

the year. In such a stalemate, it is advisable to give greater 

attention to the weighting of “soft factors” such as positioning  

data, news and media analyses or seasonality patterns when 

managing tactical equity allocation. There is some positive  

news in terms of investor positioning, as many portfolios have 

low equity weightings when compared historically. In turn, 

cash levels are high. This means that many investors have 

benefited only in part from the upward trend year-to-date. 

As a result, the pressure to invest is likely to increase as share 

prices rise. Our risk indicator is also giving the all-clear, as it is 

not sending out any signals that stocks will reverse direction  

into a bear market. On the other hand, investors are not 

rushing in to buy the dip, which implies an underlying readi-

ness to sell. And this will coincide with the seasonally weak 

stock market phase that starts in August, but especially in 

September. Thus, the market structure and our Behavioral 

Finance set of indicators are sending out mixed signals at best. 

The conclusion has therefore not changed – the trump card is 

still to invest anticyclically. 

Equities US:  
Reinsured
Manfred Hofer

Overview of equity markets as per July 1, 2019

Equities US

  S&P 500 Index (USD)
  Moving average (40w) Source: Datastream, LGT

* annualized

Index Points Year-to-date Since 07/01/2018 Since 07/01/2014* Trend Comment

S&P 500 (USD) 2964 18.2% 9.0% 8.5% Volatile sideways trend

Euro STOXX 50 (EUR) 3498 16.5% 3.0% 1.4% Volatile sideways trend

NIKKEI 225 (JPY) 21730 8.6% -2.6% 7.2% Slight downward trend

FTSE 100 (GBP) 7498 11.4% -1.8% 2.0% Slight downward trend

DAX 30 (EUR) 12521 18.6% 1.8% 4.8% Slight downward trend

SMI (CHF) 9970 18.3% 15.8% 3.0% Slight upward trend

MSCI AC ASIA/Pac ex Jap. (USD) 531 11.3% -1.5% 1.5% Volatile sideways trend

MSCI EM (USD) 1064 10.2% -0.5% 0.2% Volatile sideways trend
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The Tokyo Stock Exchange has been among the weaker per-

formers globally, with a gain of around 11% since the beginning 

of the year. Only the MSCI Emerging Markets Index, which has 

risen around 10%, is trailing further behind the leading US 

market (gain of about 18%).

Japan’s companies, especially those in the Nikkei 225, are 

particularly dependent on foreign demand and therefore the 

export economy. This puts Japanese equities, like emerging 

market companies, at the mercy of investors amid concerns 

about the global economic slowdown and the headwinds 

unleashed by the Trump Administration’s trade war.

On the other hand, Japan Inc. is very well positioned for a 

rebound if a trade compromise is reached. This is true not only 

because a compromise would improve the economic outlook 

for Asia, but because Japan would also benefit from the fruits 

of its own free trade policy. This year, two free trade agree-

ments have come into effect for Japan. One is with the Euro-

pean Union and another with the neighboring ten Asia-Pacific 

nations, a market that generates overall more than four times 

the gross domestic output of Japan.  

Equities Europe:  
Central bankers as stability anchors
Ralf Piersig

If you take into account the flood of geopolitical news, it 

seems incredible that the European equity markets have  

traded mostly unchanged since our last article. There were 

plenty of reasons for stocks to fall: the resignation of Theresa 

May and the likely selection of the hardliner Boris Johnson as 

her successor, a hardening of the trade dispute between the 

US and China and further signs of a slowing economy. The 

reason for the resilience is the outlook for more monetary 

stimulus from central banks, which serves as a key anchor  

of stability.

As a consequence, yields on safe-haven 10-year German 

government bonds hit a new record low at around minus  

30 basis points. This also led to an equity market environment  

in which “interest rate sensitive” defensive sectors, such as 

utilities and food producers, performed relatively well, while 

cyclical sectors, notably banks, suffered setbacks. If one also 

takes into account the historically high levels of cash being 

held, investors are positioning themselves for a recession 

scenario. Thus, in terms of valuation, there is potential for 

surprises in the cyclical sectors. From a tactical point of view, 

we recommend a sector-neutral positioning. 

Equities Japan:  
Trade dispute is a headwind
Mikio Kumada

Equities Europe

  STOXX Europe 600 Index (EUR)
  Moving average (40w) Source: Datastream, LGT

Equities Japan

Source: Datastream, LGT

  NIKKEI 225 Index (JPY)
  Moving average (40w)
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Based on the MSCI Russia Index, Russian stocks have been 

in an intact upward trend since early 2016. Year-to-date, 

however, the MSCI Russia Index has surged almost 30%, while 

the MSCI Emerging Markets Index has gained only 10% since 

the beginning of the year (both in USD). Despite the strong 

performance, these eastern European securities are ignored  

by international investors.

US economic sanctions against Moscow have caused some 

discomfort for Russian stocks. But the risks emanating from 

the sanctions have fallen. In addition, Russia’s largely self- 

sufficient economy has been able to shrug off the negative 

consequences of US sanctions somewhat and help brighten 

the harsh macro environment. The limited access to western 

technology and know-how has created adverse “living condi-

tions” for Russian companies. But their ability to adapt and 

change has ensured their survival in the spirit of the theory of 

evolution. Russia’s mutant companies have created their own 

ecosystem. Corporate governance has also improved signifi-

cantly in many cases. This can be seen, for example, in share 

buybacks and higher dividend distributions for investors. The 

Russian government has encouraged state-owned companies 

to distribute half of their net earnings as dividends. Some of 

the national behemoths, such as Gazprom, will have to follow 

this guideline.

Based on various valuation metrics, Russian stocks are cheap  

in terms of their own historical record as well as globally. 

International investors who are seeking exposure to Russia 

and who are not concerned about the significant risks of 

this market should be able to continue to take advantage of 

attractive opportunities. Against this backdrop, natural selec-

tion requires active stock picking to identify those companies 

who are best set up in the economic environment to undergo 

mutations, thereby ensuring the long-term survival of their 

“species” and generating returns for the portfolio. 

Emerging markets equities:  
Russia’s mutant companies
Ikram Boulfernane

Emerging markets local currency bonds:  
The “safe haven”?
Sven Lang

To call emerging markets a potential safe haven raises some 

questions, along with some doubts, about the mental capacity 

of the person making the statement. But the idea is worth 

considering nevertheless. Investors in industrialized countries 

prefer bonds in their home currency. To ensure some diversifi-

cation, a part of the fixed income investments is often invested 

in other currencies. In most cases, these are currencies of 

industrialized countries as well.

But there is another fundamental consideration to take into 

account. Productivity growth in industrialized nations is much 

lower than it is in emerging markets. This means that they are 

losing competitive advantages against emerging markets. To 

keep pace in global trade, the industrialized countries there-

fore need – or want – a competitive exchange rate. This results 

in a race to the bottom among industrialized countries, with 

ever lower interest rates and other monetary policy measures. 

Why should one invest in currencies when a country or a 

currency union is not interested in having a strong currency? 

Low or even negative interest rates and a devaluing currency 

– not exactly an ideal combination. In contrast, the emerging 

economies are pleased to receive the foreign currency inflows, 

and they are worried when their currency is too cheap. An 

excessive devaluation would have a negative impact on infla-

tion and increase foreign debt. To prevent this, they are 

raising interest rates to compensate international investors for 

the greater risks and uncertainties. Currently, bonds in local 

currencies are paying investors on average 6%, much more 

than they can receive with the broadly negative interest rates 

in the industrialized countries. In addition, emerging market 

currencies are fundamentally undervalued relative to the 

currencies of their industrialized counterparts.

It therefore makes sense to add local currency bonds to a 

portfolio. In fact, a local currency allocation in a global fixed 

income portfolio of 30% can increase long-term yield expec-

tations by one percentage point while keeping volatility  

identical. Higher interest rates, undervalued currencies and the 

advantages of diversification – a safe haven that an investor 

can feel good about for the long run. 
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Real estate:  
From stepchild to favorite child
Boris Pavlu

If one has been thinking about investing in real estate,  

industrial properties are probably not at the top of the shop-

ping list. This type of use (in addition to residential, office 

and retail space) is seen by investors as a niche play. After all, 

the risks of industrial-use real estate are generally higher and 

require in-depth specialist knowledge. On the positive side, 

the initial returns are attractive, generally significantly higher 

than with sought-after commercial properties in the center  

of a city.

The outlook for economic growth is another reason not to 

ignore the sector. Apart from the traditional factory building, 

which is dependent on the general economic conditions and 

the success of the often single tenant, logistics properties, 

data centers and the likes are also part of the sector. These 

specialized properties are benefiting from the structural trend 

towards digitalization in that they, for example, enable the 

rapid delivery of online purchases. And finally, the increasing 

popularity of industrial properties is also due to the fact that 

the overall return for this sector has been much better in 

recent years (for example in the US) than the more traditional 

sectors of office and retail space.  

Insurance-linked securities: 
Positive premium outlook for 2019
Siti Dawson

Many US-based insurers have been finalizing their reinsurance  

purchases before June, i.e. before the start of the North Atlantic 

hurricane season and as a result, May has presented investors 

with a solid deal flow and a number of new cat bond transactions,  

which brought the overall market size to more than USD 39 bn.

In general, the issuance focus remains on conservative, low-risk  

transactions with low premiums in absolute terms, but attrac-

tive multiple. At the same time, the cat bond market remains 

heavily focused towards US-wind risks and transactions from 

non-US sponsors are increasingly hard to find.

It has become apparent that whilst insurers and reinsurers  

remain committed to the ILS space (i.e. cat bonds and collateral-

ized reinsurance contracts as part of their reinsurance programs), 

investor demand for ILS is more subdued. The reduced investor 

interest and the locked-in capital observed at some ILS managers 

clashes with the increased demand for reinsurance on the back 

of the loss-heavy years 2017 and 2018, as insurers and rein-

surers are trying to strengthen their balance sheets to meet 

the capital requirements of regulators and rating agencies.

This in turn leads to a significant increase in premiums and 

more attractive return expectations for investors: As supply 

of capacity is not fully meeting the demand, premium levels 

are seeing a significant increase. Investors are now being 

presented with a very attractive market environment, with 

higher premiums especially for loss-affected regions in the US 

such as California (wildfires) and Florida (hurricanes).

Each year, scientists and government agencies publish their 

forecasts for the upcoming North Atlantic hurricane season, 

which officially starts on 1 June. The current forecasts from  

all major meteorological agencies point towards an “average”  

season for 2019 in terms of storm activity in the North Atlantic. 

However, whilst the issuance of such hurricane season fore-

casts is welcomed by the media, one must acknowledge the 

moderate level of certainty that is attainable with these pre-

dictions. In addition, it should be emphasized that an active 

season does not imply large insurance losses, nor that a quiet 

hurricane season will be one of low insurance losses. 

Total return of commercial US real estate
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LGT’s investment center is a specialist for multi asset solutions  

as well as alternative investments. Our core competencies 

include:

Asset Allocation

Carefully planned asset allocation is the foundation for 

successful asset management and performance. LGT’s long-

standing experience and disciplined investment approach 

enable us to offer our clients traditional and alternative invest-

ments as an integrated, comprehensive package and to go 

to our clients as an authority in this regard. Our transparent 

investment process covers portfolio construction and imple-

mentation in line with our clients’ needs as well as continual 

monitoring of specific risks. The aim of our asset allocation 

investment solutions is to optimize the long-term risk-return 

profile. It is important to ensure that our investment solutions  

participate in market upturns, while offering stability and 

capital preservation in difficult market periods. The corner-

stones of our Asset Allocation expertise are:

 ■ A comprehensive global universe of listed and  

non-listed investments 

 ■ Broad diversification in and between asset classes, 

segments, styles, specialists and currencies 

 ■ A systematic, disciplined process based on a balanced  

blend of qualitative and quantitative elements

The long-term strategic asset allocation requires a look at the  

future. But because predicting future developments is possible 

only to a very limited extent, we use scenario analysis. The 

knowledge of past developments in economics, politics and the  

financial markets gives us a basis for our scenarios. Academics 

and practitioners add their own expert knowledge in certain 

thematic areas. We then use this array of information to develop  

various future scenarios. These are either baseline scenarios 

(high probability of occurring) or alternative scenarios (low prob-

ability of occurring). We set the optimum portfolio weighting 

for each scenario. We then work out investment solutions  

that we think can bring robust returns for our clients across 

several scenarios. 

Through our tactical asset allocation we take advantage of 

medium-term inefficiencies and fluctuations. In a quarterly  

process we reconsider our active positioning also taking into 

account our findings from economic and market information 

along with behavioral finance.

Sustainability

Our long-term direction and ESG investment principles are a 

core element of our corporate culture. We are convinced that 

we can only invest successfully for our clients by following a 

long-term approach that contains a strong awareness of envi-

ronmental, social and governance (ESG) principles. This also 

applies to investment solutions that we offer our investors as  

well as to our overall business activities. On the following pages, 

we will demonstrate how LGT Capital Partners integrates these 

principles into its business activities.

ESG in our investment and monitoring process

Compliance with ESG criteria is a fixed component of our 

investment process. It is structured so that it meets the United 

Nations-supported Principles for Responsible Investment (UN 

PRI). Our investment teams are responsible for due diligence 

for potential investments. Every investment opportunity we 

pursue is examined based on these criteria. These assessments  

are important information for portfolio managers and the 

Investment Committee when it comes to making an investment  

decision. We monitor a broad spectrum of risks, against the 

background of ESG criteria as well. We work closely with our 

external managers and offer them advice on how ESG criteria 

can be integrated even more extensively. For some clients, we 

check the portfolios according to specific ESG guidelines.

We have developed processes to integrate ESG principles in 

line with the requirements of the various investment categories  

and structures. In the context of our private equity, hedge 

fund and multi-manager long-only portfolios, for example,  

we focus on the assessment of ESG practice of our external 

and internal managers, and work with them to raise standards 

in this area. In our equity and bond portfolios, we rely on  

LGT’s core competencies in asset management
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individual stock selection. This way, we can benefit from the 

fact that substantially more information is available for an ESG 

assessment. We have therefore developed an internal tool, the 

ESG cockpit, which enables us to analyze and evaluate the ESG 

risks and opportunities of every position in these portfolios.

Compliance with international agreements on  

controversial weapons

Apart from carrying out our own ESG analyses, we are coop-

erating with Global Engagement Services (GES) and applying 

their guidelines to avoid investing in companies involved in 

the manufacture of controversial weapons such as land mines, 

cluster bombs and ammunition as well as ABC weapons. This 

way, we can develop portfolios that meet the requirements of 

international agreements on controversial weapons.

Our definition of ESG

When analyzing managers and companies, we check the 

following environmental, social and governance factors:

 ■ Environment: greenhouse gas emissions, energy efficiency, 

water consumption, waste disposal, use of resources and 

other factors

 ■ Social: refers to subjects such as controversial weapons, 

human rights issues, labor standards, employee fluctuation, 

health and safety, training and professional development  

as well as other factors

 ■ Governance: quality of the board of directors, clear separa-

tion between the role of the CEO and president of the board  

of directors, accounting practices, reporting/transparency, 

management incentives, shareholders’ rights, bribery and 

corruption as well as other factors

In choosing countries of potential issuers of government 

bonds, we concentrate on the degree of freedom, democ- 

racy, political and civil rights that prevail in the respective 

country as well as on the level of corruption and the rule  

of law. This is enhanced by further analyses that illustrate  

how a country deals with natural resources and the status  

of social development.

Integration of alternative investments

To achieve robust portfolios, there needs to be as much inte-

gration as possible of many uncorrelated return sources. It 

has been shown that alternative investment classes can make 

a valuable contribution in particular. LGT Capital Partners has 

been investing in private market investments and liquid alter-

native investment classes for 20 years. We have a global net- 

work and therefore access to experienced managers in this 

area, as well as direct investment competence. Investments in 

private markets can improve the risk-reward ratio of an invest-

ment portfolio. They offer investors the opportunity to achieve 

higher returns while at the same time diversifying their port-

folio. With an investment horizon of more than ten years, 

private equity requires a long-term commitment and readiness  

to accept reduced liquidity and unexpected capital flows. The 

returns are also highly dependent on the investor’s ability to 

gain access to the managers with the best performance, as 

returns from funds in the upper and lower quartile vary enor-

mously from one another. Liquid alternative investments such 

as alternative risk premia, hedge funds or insurance-based 

investments play a large part in broader diversification of a 

portfolio. The integration of these strategies into a portfolio 

requires in-depth analysis that takes account of investors’ aims 

and requirements. This calls for the relevant analysis tools, as 

well as for long-term experience.
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Overview LGT Funds

LGT Funds ISIN Launch date Price as per 
05/31/2019

Performance 
YTD

Performance
-3 years p.a.

Performance 
-5 years p.a.

Multi asset class

LGT Alpha Indexing Fund (CHF) B LI0101102999 30.04.2009 CHF 1549.84 6.04% 1.91% 2.52%

LGT GIM Balanced (CHF) B LI0108469029 31.01.2010 CHF 11704.71 5.30% 1.46% 0.75%

LGT GIM Balanced (EUR) B LI0108469169 31.01.2010 EUR 13006.37 5.56% 1.67% 1.58%

LGT GIM Balanced (USD) B LI0108468880 31.01.2010 USD 13088.35 5.83% 3.40% 1.69%

LGT GIM Growth (CHF) B LI0108469268 31.01.2010 CHF 12607.24 6.40% 2.59% 1.34%

LGT GIM Growth (EUR) B LI0108469318 31.01.2010 EUR 14230.22 6.66% 2.82% 2.29%

LGT GIM Growth (USD) B LI0108469250 31.01.2010 USD 14080.29 6.80% 4.44% 2.09%

LGT Sustainable Strategy 3 Years (CHF) B LI0350494782 10.11.1999 CHF 1001.15 4.97% 1.08% 0.82%

LGT Sustainable Strategy 3 Years (EUR) B LI0008232162 10.11.1999 EUR 1703.60 5.21% 1.51% 1.85%

LGT Sustainable Strategy 3 Years (USD) B LI0350494840 30.04.2010 USD 1045.37 5.42% 3.23% 2.11%

LGT Sustainable Strategy 4 Years (CHF) B LI0350494907 10.11.1999 CHF 996.59 5.38% 1.67% 1.33%

LGT Sustainable Strategy 4 Years (EUR) B LI0008232220 10.11.1999 EUR 1673.02 5.65% 2.18% 2.30%

LGT Sustainable Strategy 4 Years (USD) B LI0350494998 30.04.2010 USD 1037.09 5.74% 3.73% 2.37%

LGT Sustainable Strategy 5 Years (CHF) B LI0350495169 01.10.2004 CHF 997.02 6.09% 2.24% 1.55%

LGT Sustainable Strategy 5 Years (EUR) B LI0019352926 01.10.2004 EUR 1708.97 6.29% 2.68% 2.49%

LGT Sustainable Strategy 5 Years (USD) B LI0350495227 30.04.2010 USD 1035.37 6.31% 4.14% 2.43%

Money market

LGT Money Market Fund (CHF) B LI0015327682 19.01.1998 CHF 1088.06 -0.32% -0.80% -0.63%

LGT Money Market Fund (EUR) B LI0015327740 19.01.1998 EUR 697.76 -0.11% -0.34% -0.21%

LGT Money Market Fund (USD) B LI0015327757 19.01.1998 USD 1520.21 1.01% 1.29% 0.90%

Bonds

LGT Bond Fund EMMA LC (CHF) B LI0133634688 30.09.2011 CHF 1144.38 5.17% 3.16% -0.21%

LGT Bond Fund EMMA LC (EUR) B LI0133634662 30.09.2011 EUR 1244.51 5.72% 2.72% 1.50%

LGT Bond Fund EMMA LC (USD) B LI0133634670 30.09.2011 USD 1032.80 3.05% 2.75% -2.53%

LGT Bond Fund EMMA Quality (CHF) B LI0183910038 30.06.2012 CHF 962.89 1.93% 0.55% -1.19%

LGT Bond Fund EMMA Quality (EUR) B LI0183910012 09.07.2012 EUR 992.98 2.20% 1.07% -0.67%

LGT Bond Fund EMMA Quality (USD) B LI0183909998 15.12.2011 USD 1082.27 3.47% 3.44% 0.95%

LGT Bond Fund Global Inflation Linked (CHF) B LI0148578045 17.04.2012 CHF 925.57 1.24% -1.21% -1.32%

LGT Bond Fund Global Inflation Linked (EUR) B LI0017755534 10.05.2004 EUR 1150.13 1.48% -0.62% -0.70%

LGT Bond Fund Global Inflation Linked (USD) B LI0148578037 30.09.2010 USD 1038.78 2.68% 1.57% 0.82%

LGT Select Bond Emerging Markets (USD) B LI0026536628 31.12.2000 USD 3535.69 4.70% 4.07% 0.15%

LGT Select Bond High Yield (USD) B LI0026564604 31.08.2000 USD 2558.35 7.28% 5.62% 3.45%

LGT Select Convertibles (CHF) B LI0132437745 31.08.2011 CHF 1264.35 4.09% 0.72% -0.21%

LGT Select Convertibles (EUR) B LI0132437737 31.08.2011 EUR 1304.39 4.22% 0.98% 0.15%

LGT Select Convertibles (USD) B LI0102278962 31.07.2006 USD 1622.61 5.63% 3.60% 1.90%

LGT Sustainable Fixed Income Global Opportunities (EUR) B LI0008232030 10.11.1999 EUR 1660.11 2.31% -0.26% 0.32%

LGT Sustainable Bond Fund Global (EUR) B LI0106892909 30.11.2009 EUR 1564.95 6.68% 1.33% 4.13%

LGT Sustainable Bond Fund Global Hedged (CHF) B LI0148577955 22.10.1996 CHF 1045.16 2.51% -1.18% 0.18%

LGT Sustainable Bond Fund Global Hedged (EUR) B LI0148577948 22.10.1996 EUR 1084.30 2.69% -0.73% 0.73%

LGT Sustainable Bond Fund Global Hedged (USD) B LI0015327872 22.10.1996 USD 2880.62 4.03% 1.68% 2.45%

LGT Sustainable Quality Bond Fund Hedged (CHF) B LI0183909808 30.06.2012 CHF 984.30 2.02% -1.18% -1.01%

LGT Sustainable Quality Bond Fund Hedged (EUR) B LI0183909782 30.06.2012 EUR 1021.23 2.24% -0.62% -0.41%

LGT Sustainable Quality Bond Fund Hedged (USD) B LI0183909790 30.06.2012 USD 1099.19 3.45% 1.54% 1.02%
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LGT Funds ISIN Launch date Price as per 
05/31/2019

Performance 
YTD

Performance
-3 years p.a.

Performance 
-5 years p.a.

Equities

LGT Select Equity Asia/Pacific ex Japan (USD) B LI0026536305 30.10.1999 USD 2620.78 6.62% 4.90% 1.95%

LGT Select Equity Emerging Markets (USD) B LI0026536354 31.12.2000 USD 3927.20 4.23% 8.61% 0.98%

LGT Select Equity Europe (EUR) B LI0026536404 19.10.2006 EUR 2123.70 11.10% 4.19% 3.78%

LGT Select Equity Japan (JPY) B LI0026536511 31.10.1999 JPY 1599.00 3.56% 6.87% 7.59%

LGT Select Equity Japan (USD) B LI0230813219 22.01.2014 USD 1376.31 4.72% 8.62% 8.25%

LGT Select Equity North America (USD) B LI0026536560 31.10.1999 USD 2764.76 14.14% 13.62% 9.03%

LGT Select REITS (USD) B LI0148225985 01.03.2004 USD 1571.72 14.03% 4.68% 3.41%

LGT Sustainable Equity Fund Europe (EUR) B LI0015327906 30.09.2000 EUR 1176.99 13.23% 1.54% 3.29%

LGT Sustainable Equity Fund Global (CHF) B LI0148540441 17.12.2012 CHF 2091.27 11.91% 8.46% 10.52%

LGT Sustainable Equity Fund Global (EUR) B LI0106892966 31.12.2009 EUR 2663.65 12.49% 7.99% 12.42%

LGT Sustainable Equity Fund Global (USD) B LI0148540466 17.12.2012 USD 1908.75 9.65% 8.02% 7.96%

LGT Sustainable Quality Equity Fund Hedged (CHF) B LI0183907844 30.06.2012 CHF 1690.03 16.94% 7.10% 6.73%

LGT Sustainable Quality Equity Fund Hedged (EUR) B LI0183907836 09.07.2012 EUR 1670.46 17.13% 7.59% 7.36%

LGT Sustainable Quality Equity Fund Hedged (USD) B LI0183907802 30.06.2012 USD 1996.02 18.64% 10.19% 8.90%

Insurance-linked investments

LGT (Lux) I – Cat Bond Fund (CHF) B LU0816333040 30.11.2010 CHF 105.04 -2.72% -1.64% -0.53%

LGT (Lux) I – Cat Bond Fund (EUR) B LU0816332828 30.11.2010 EUR 108.92 -2.58% -1.26% -0.15%

LGT (Lux) I – Cat Bond Fund (USD) B LU0816332745 30.11.2010 USD 118.99 -1.28% 1.01% 1.46%

Alternative investments

LGT Crown Listed Private Equity (EUR) B IE00B7T8CN06 18.02.2013 EUR 204.45 14.87% 11.85% 10.52%

LGT Crown Listed Private Equity (USD) D IE00BJVWTR76 28.07.2014 USD 137.33 11.98% 11.89% n.a.

LGT Crown Managed Futures UCITS SF Class B (USD) IE00B66PKW27 09.07.2010 USD 979.29 -0.22% -3.56% -0.61%

LGT Crown Managed Futures UCITS SF Class C (EUR) IE00B66MZ845 25.06.2010 EUR 901.56 -1.48% -5.66% -1.86%

LGT Crown Managed Futures UCITS SF Class H (CHF) IE00B3PT4X32 30.09.2010 CHF 803.18 -1.64% -6.15% -2.52%

LGT Alpha Generix UCITS Sub-Fund Class O (USD) IE00B7VFVC16 01.10.2012 USD 959.45 1.20% -0.68% -0.36%

LGT Alpha Generix UCITS Sub-Fund Class P (EUR) IE00B82ZPK32 01.10.2012 EUR 886.96 -0.07% -2.99% -1.79%

LGT Alpha Generix UCITS Sub-Fund Class Q (CHF) IE00B46N8H32 01.10.2012 CHF 852.82 -0.22% -3.52% -2.48%
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For many years now, a change has been evident in society: investments are  
now meant to not only generate a return, but also provide ethical value added.  
Using a proprietary evaluation system, LGT identifies investments that pay off 
financially and boast impressive sustainability credentials.

More and more institutional – and also private – investors  

want their investments to make a positive contribution to 

the environment and society and to generate profits as 

well. Sustainable, long-term thinking has played a key role 

for the owners of LGT, the Princely Family of Liechtenstein, 

for generations, and is therefore deeply anchored in its 

corporate culture. LGT has been a signatory of the UN-sup-

ported Principles for Responsible Investment since 2008. 

Both the investment solutions offered and the entire busi-

ness activity of the Bank reflect a strong commitment to 

sustainable investing. Since 2009, LGT clients have had 

access to an attractive range of sustainable equity, multi-

asset and bond funds. 

LGT has developed its own evaluation system to identify 

investments that fulfill sustainability requirements and also 

offer lucrative returns. The system takes Environmental, 

Social and Governance criteria into account. This includes, 

for example, a company’s carbon footprint, health and 

safety standards for its employees, and its strategies and 

procedures. The key instrument for sustainable stock selec-

tion and portfolio analysis is the LGT ESG Cockpit, which 

LGT has developed specifically for this purpose. The ESG 

evaluation is based on a wide variety of raw data from a 

number of well-established sources. The ESG Cockpit uses 

selected key indicators to generate a sustainability evalu-

ation for more than 6200 companies, some 200 countries 

and around 150 supranational organizations. In a first step, 

companies that generate more than 5% of their revenues 

from tobacco, gambling, weapons, pornography or nuclear 

energy or are involved in child labor are excluded from the 

global investment universe. When selecting countries as 

potential bond issuers, LGT focuses on aspects such as the 

civil liberties, the rule of law and the level of corruption. 

The positive ESG scores of the remaining companies,  

countries and organizations are then subjected to a  

quantitative fundamental analysis focusing on profitability, 

risks and expected earnings growth. The end result is a 

globally sustainable investment universe. After a qualitative 

fundamental, valuation and sustainability analysis, some 

150-200 securities remain under consideration for invest-

ment. LGT’s investment specialists select what they believe 

to be the most attractive securities based on various factors 

such as industry trends or the macro economic environment, 

constructing a concentrated, actively managed portfolio 

containing the best 40 to 70 securities. 

For a long time, investors thought that generating returns 

and acting sustainably were mutually exclusive. Various 

empirical studies and actual investment practice have 

shown, however, that integrating ESG criteria into invest-

ment decisions reduces long-term risks and opens up return 

opportunities. Sustainable investing is a reality, and ESG is 

more than just a buzzword. 

Investing sustainably without  
sacrificing returns
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Fund description

In the current market environment, we have a clear  

preference for high quality companies with robust busi-

ness models. As we also favor the developed world over 

emerging markets and large cap over small cap stocks,  

the LGT Sustainable Quality Equity Fund Hedged is partic-

ularly suitable for portfolio implementation. The fund 

applies sustainability criteria (ESG: environmental, social, 

governance) and primarily invests in larger high quality 

companies in developed countries. High quality in this  

case refers to companies with stable earnings growth  

and more defensive positioning than the overall market, 

along with strong fundamental and ESG characteristics.  

Portfolio candidates are often characterized by high 

margins, strong business models and pricing power.  

Typically, the fund consists of 40 to 60 stocks and the 

foreign currency risk is fully hedged.

Why invest in the LGT Sustainable Quality Equity 

Fund Hedged?

 ■ Efficient opportunity to participate in sustainable and 

high quality investment solutions over a full cycle.

 ■ The fund applies sustainability criteria and primarily 

invests in larger high quality companies in developed 

countries.

Opportunities

 ■ Investors benefit from a systematic investment process 

that is based on fundamental analysis and ESG criteria.

 ■ Investors get access to a professionally managed port-

folio that sets the focus on multinationals with robust 

business models and strong balance sheets.

Risks

Market risk: The risk of losses in positions arising from 

movements in market prices. 

Liquidity risks: Adverse effects created by the situation 

where the Fund must sell assets where insufficient market 

demand exists and lower price levels must be accepted to 

execute a transaction.

Operational risks: The Fund may suffer losses as a result 

of insufficient internal processes or systems, misbehavior of 

staff or external circumstances.

Fund data

Inception June 30, 2012

Fund domicile Principality of Liechtenstein

ISIN LI0183907802

Distribution None, retains profits

Reference currency USD

Management fee p.a. 1.50%

Operations fee p.a. 0.30%

Total fund assets USD 342.32 m (as of 05/31/2019)

Registration AT, CH, DE, LI

LGT Sustainable Quality Equity Fund Hedged (USD) B

Past performance is not a guarantee, nor an indication  

of current or future performance. Returns may increase  

or decrease as a result of currency fluctuations.

  LGT Sustainable Quality Equity Fund Hedged (USD) B

Source: LGT

Performance (net of LGT fees)
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With the LGT ESG Cockpit, LGT creates 
data-based scores that evaluate invest-
ments in regards to the environment, 
society and corporate governance. 
Alexander Zanker, Head ESG Analytics 
at LGT Capital Partners, gives an 
overview of the LGT ESG Cockpit in  
the following interview.

Investorama: What makes the LGT ESG Cockpit special?

Alexander Zanker: What is special about the LGT ESG 

Cockpit is that we do not rely on ready-made analyses of 

external providers, but instead process the most granular  

data possible for various areas from the best data pro-

viders. We analyze and evaluate the data with the help  

of approaches that we have developed entirely in-house. 

For example, we process controversial ESG-relevant news 

in the Cockpit. We do this by using data from a specialized 

provider which offers uniquely broad coverage of compa-

nies and news outlets. This data is then analyzed using a 

complex algorithm, however. The LGT ESG Cockpit offers 

maximum flexibility and transparency to also meet specific 

client needs.

Is there a globally recognized approach for ESG  

evaluations?

There is currently no uniform global standard for ESG 

evaluations. This is partly because of the complexity  

and the multitude of aspects involved in a sustainability 

analysis and their weighting. Investors who use ESG  

evaluations to assess their portfolios also have various 

motivations for doing so, ranging from a focus on risk 

control and management to strong ethical reasons. 

Different criteria are therefore important for different 

investors. A look at various ESG evaluations does reveal 

extensive overlaps, however.

Finally, regulators are also seeking to harmonize approaches 

or set standards that will create improved comparability 

and greater transparency for investors and make it easier 

for them to integrate ESG criteria.

The “E” aspect is attracting a lot of media attention 

nowadays. How relevant are the “S” & “G” aspects 

for investors, and how strongly are they weighted in 

the LGT ESG Cockpit?

Climate change is an “E” criterion and a very prominent 

issue that can be viewed from more than just an environ-

mental perspective, as it will also have a considerable impact 

on society. Our comprehensive sustainability evaluation is 

always based on the integration of all ESG aspects.

For companies, there are various social factors that have a 

significant influence on the opportunities and risks of an 

investment. Examples include working conditions or work-

place safety. For service companies that mostly employ 

highly qualified people, further education opportunities and 

diversity play a more important role. Good performance 

in these areas is crucial for companies’ innovative strength 

and competitive position, which is why the assessment of 

these points makes up a large part of the sustainability 

evaluation. Depending on the sector, the exact weighting 

of social criteria can be very high and may be even higher 

than the environmental criteria.

Governance refers to aspects of good corporate manage-

ment, such as independent and functioning supervisory 

bodies. This is important, as effective control of corporate 

management goes generally hand in hand with improved 

“E” and “S” scores. Governance plays a central role as it 

accounts for at least 30% of the total sustainability rating 

of companies in all sectors. The percentage can also be 

substantially higher, however.  

The LGT ESG Cockpit

Alexander Zanker is Head ESG Analytics at LGT Capital Partners Ltd.  

In this function he is responsible for the LGT ESG Cockpit that con-

tributes to the success of sustainable equity, fixed income and multi- 

asset portfolios. From 2008 to 2011 

he was Head of Investment Manage-

ment Quant at LGT Capital Manage-

ment. Prior to rejoining LGT again in 

2014, Mr Zanker was Head Capital 

Protection Solutions at Vontobel 

Asset Management as well as Head 

Operations & Trading at Truewealth 

AG. Mr Zanker holds a MSc in Physics 

from the University of Stuttgart and is 

a CFA Charterholder.
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The impetus for sustainability ratings 
came from Kofi Annan when he 
was General Secretary of the United 
Nations. But it was a Swiss financial 
analyst who first came up with the 
management approach of incorporating 
environmental and social aspects into 
corporate decision-making under the 
acronym ESG.

At the final World Economic Forum (WEF) of the 20th cen- 

tury in Davos, the then UN Secretary General Kofi Annan 

introduced the United Nations Global Compact. The com- 

pact is an agreement between companies and the United  

Nations (UN) aimed at shaping globalization in a more social 

and environmental way. After 50 multinational companies 

were won over to the idea, the operational phase started 

in the middle of the year 2000. The UN Global Compact 

now has more than 13 000 members worldwide, including 

research institutes, business and employee associations and 

communities as well as companies. 

The UN Global Compact was meant to be a first step; the 

next followed in 2004. The UN Global Compact was for 

all sectors, but even back then Kofi Annan recognized the 

huge impact of the financial industry on the environment. 

He wrote to the CEOs of more than 50 important financial 

institutions and invited them to a joint initiative under the 

auspices of the UN Global Compact to integrate sustain-

ability criteria into the capital markets. The basis for this 

endeavor was to come from a study.

The Swiss government managed to win the mandate for this  

study, leading to the publication of the “Who Cares Wins”  

report a year later. The report’s author was the financial  

analyst Ivo Knoepfel, who at the time was the Head of  

Corporate Environmental Management and Climate Change 

Adviser at a Swiss reinsurance company. The report showed 

that it makes sense to embed environmental, social and 

governance factors in the capital markets, and that this leads  

to more sustainable markets and better outcomes for society. 

At the same time, the United Nations Environment Pro-

gramme (UNEP) released the Freshfield Report, which 

showed that ESG issues are relevant for financial valuation. 

The two reports formed the basis for the launch of the 

Principles for Responsible Investment (PRI) at the New York 

Stock Exchange in 2006. The Sustainable Stock Exchanges 

(SSE) initiative was launched one year later.

The measures can now safely be described as a triumph. 

To date, some 1700 asset managers, including LGT, have 

signed the PRI guidelines. This compares with just 100 

institutions at the beginning. Sustainability is now clearly 

part of the mainstream, at least with institutional investors, 

while ESG has become a standard concept. The person 

who coined this acronym for Environment, Social and 

Governance is largely unknown. “I do not think inventing  

a new acronym is a particularly special achievement,”  

said Ivo Knoepfel in an interview with the magazine  

Institutional Money. In fact, he admitted, he does not 

really like acronyms much. 

Swiss invention

As part of a new study by LGT Capital Partners, “ESG to 

SDGs: the road ahead”, over 200 alternative investors from 

over 25 countries were surveyed, among other things about 

whether they take ESG criteria into account in their decisions 

and how they plan to implement these criteria in the future.

The study can be found in the downloads section at 

lgtcp.com/en/news-and-publications/
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The market for sustainable invest-
ments in Switzerland posted record 
double-digit growth once again 
in 2018. The analysis of market 
survey data from Swiss Sustain-
able Finance (SSF), the industry 
association for sustainable finance, 
indicates that the total volume rose 
by 83% to CHF 716.6 bn.
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For more than 400 years, the Princes of Liechtenstein have  

been passionate art collectors. The Princely Collections 

include key works of European art stretching over five 

centuries and are now among the world’s major private 

art collections. The notion of promoting fine arts for the 

general good enjoyed its greatest popularity during the 

Baroque period. The House of Liechtenstein has pursued 

this ideal consistently down the generations. We make de- 

liberate use of the works of art in the Princely Collections 

to accompany what we do. For us, they embody those 

values that form the basis for a successful partnership with 

our clients: a long-term focus, skill and reliability.

Cover image: Rudolf von Alt, detail from  

“The Library in Eisgrub Castle,” 1852

© LIECHTENSTEIN. The Princely Collections, Vaduz–Vienna

www.liechtensteincollections.at

A look inside the Princely Collections: the Princely Family today resides in Vaduz Castle in the Principality of 

Liechtenstein, which this year is celebrating its 300th anniversary. Before Franz Josef II became the first Prince 

to reside there in 1938, the Princely Family lived in stately residences in and around Austria, for example in 

Lednice, located in today’s Czech Republic. The castle is part of the Lednice-Valtice cultural landscape, which 

has been declared a UNESCO World Heritage Site.
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