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its historical values. Market participants are pricing in increased credit risks, but not at a crisis level.
The US TERM Spread (Fig. 4), the difference between the interest rates on US Treasuries with a
10-year maturity and those with a 3-month maturity, is a proxy for the economic expectations
traded in the market. This spread continues to
move sideways at a level of 0.69% (on October 8),
the lowest 25%-quantile of its historical values.
The persistently flat yield curve in the United
States documents the considerable economic
risks in the world's largest economy; according to
a statement by the Business Cycle Dating Committee of the National Bureau of Economic Research
(NBER), the US economy has officially been in recession since March 2020.
The VIX Index (Fig. 5) measures the expected volatility of the American stock index S&P 500, which is
calculated by the Chicago Board Options Exchange
(CBOE) as implied volatility from options transactions. Until February 21, the VIX was valued at between 15 % and 20 %, then shot up to 80 % during
March, indicating a market uncertainty of historic
proportions. However, the massive uncertainty
slowly subsided again over the months of May,
June and July. Currently (on October 9), the VIX is
back at 26.36%, but still in the top 25% quantile of
its historical value range. Although market uncertainty is not as extreme as it was when the pandemic broke out, it is still significantly higher.
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Conclusion
Overall, the capital market is showing a risk envi-

above the neutral allocation. However, the fund

ronment with increased economic uncertainties,

overweights defensive sectors such as healthcare,

which continues to be stabilized and supported by

consumer staples and utilities.

liquidity on an unprecedented scale and fiscal
measures. The robustness of the stock markets in
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the expectations of market participants regarding
entrepreneurial opportunities in the broadly discussed 'new reality' after Covid-19. Although the
valuations of technology stocks were corrected by
about 10% in the course of September, they remain to be the dominant source of returns in the
current year.
Although the many uncertainties, as mentioned
above, are priced in, there is a considerable potential for setbacks on the stock markets. The information available on major issues such as the Corona pandemic, the US presidential election or
Brexit can change risk appetite very suddenly.
Without question, equities are the dominant investment alternative in the long-term simply because of the high dividend yields compared to
long-term government bond yields. In the current
situation, however, fluctuations are to be expected
in the short term. Our machine-supported learning
algorithms process fundamental company data,
macroeconomic data and price histories in a holistic valuation model. The current equity exposure
of our fund with a focus on Europe is slightly
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Annex

Fig. 1: Statistical classification of the current characteristics of the four market indicators (each marked by a blue
rhomb) in the context of the values of the last 10 years. Shown are the maximum and minimum values (ends of
the black lines), the median (blue line) and the two middle 25%-quantiles of the historical values.
Period: October 8, 2010 to October 8, 2020. | Data source: Bloomberg.
Zeitraum: 08.10.2010 bis 08.10.2020. | Datenquelle: Bloomberg.

Fig. 2: Difference between the interest rate for financing in US dollars on the Euro money market with a 3-month
term and the interest rate of a US Treasury Bill with a 90-day term.
Period: October 8, 2010 to October 8, 2020. | Data source: Bloomberg.
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Fig. 3: Difference between the average interest rate on US corporate bonds in the BAA credit rating category (medium-rated debtors) and the interest rate on US Treasuries.
Period: October 8, 2010 to October 8, 2020. | Data source: Bloomberg.

Fig. 4: Difference between the interest rates on US Treasuries Bonds with 10 years maturity and US Treasury
Bills with 3 months maturity.
Period: October 8, 2010 to October 8, 2020. | Data source: Bloomberg.
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Fig. 5: The expected volatility of the US stock index S&P 500.
Period: October 8, 2010 to October 8, 2020. | Data source: Bloomberg.
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