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In our report of 31 December 2015 we wrote that we were expecting an 
unspectacular year for the stock markets in 2016 as general economic growth 
would be moderate. 
On 30 June 2016 we reiterated this opinion, even though our performance in the 
first half of the year was way down at -14.30%. 
Our performance improved significantly in the second half of the year, 
particularly following the election of Donald Trump as the next US president, 
and we ended the year on only -2.7%. 
 
A number of positive factors will boost the stock markets in 2017. The era of 
low inflation and low interest rates is over. The US can now look forward to full 
employment, and in Europe unemployment has fallen below the 10% mark for 
the first time in years. In addition, Donald Trump is intent on introducing 
various measures to strengthen the US economy, such as: 
 

- spending on infrastructure 
- reducing corporate taxation 
- cutting regulation for banks 
- bringing jobs back to the US 
 

All of these measures will lend strong support to the US economy. 
In Europe, too, the restrictive financial policy looks to be coming to an end in an 
election year when Germany, France and perhaps also Italy will elect new heads 
of government. 
The situation on the geopolitical stage seems to be easing. There is to be a 
rapprochement between the US and Russia, so embargoes against Russia may be 
lifted. Meanwhile, the expansion of IS has been halted; it appears increasingly 
likely that this organisation will collapse. 
 
 
 
We have defined our investment policy for 2017 as follows: 
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We prefer equity investments to bonds or cash. Equities are slightly overvalued, 
so the market as a whole will not be able to rise strongly. However, there are 
sectors that remain deeply undervalued and offer great potential. My picks are 
financial and pharma stocks – which endured a torrid 2016 while a possible 
election of Hillary Clinton was still on the cards – along with infrastructure-
related stocks (construction firms and construction material manufacturers). 
 
As bonds are not a valid alternative, a significant portion of the assets are held in 
(Swiss) stocks paying high dividends. The portfolio also includes a 5% position 
in gold, with another 5% or so in inflation-linked bond funds given the prospect 
of rising inflation. 
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