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Two dead men are back: inflation and interest rates
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Our main scenario has come to pass: inflation has 
increased significantly in developed markets and 
central banks are signaling a willingness to fight it. 
Rapidly rising interest rates come as a shock to 
many market participants and lead to unsettled 
markets in the short and medium term. 

Our assessment in 2021:

Inflation May 
2021

Inflation May 
2022

Key interest 
rate end 21

Key interest 
rate end 22 
(forecasts)

USA 5% 8.6% 0.25% 3.50%
Eurozone 2% 8.1% 0% 1.00%
Switzerland 0.6% 2.9% -0.75% 0.50%



Ten-year interest rates have risen rapidly

3



Stress in the market for high-yield bonds (so-called junk 
bonds) with high volumes
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-18%



The yield spreads of European peripheral countries over German bonds 
have risen markedly
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The interest rate resumes 
its role as a risk indicator, 

which is fundamentally 
positive



Virtually all stock markets are down this year

6

1.1.2022 until 2.7.2022



Low interest rates have led to a valuation expansion on the equity 
markets, which has now been partially corrected
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Valuation expansion triggered, among 
other things, by low interest rates and 
a lack of alternatives to equities. This 
part cannot be fully explained in 
fundamental terms ("hopes and 
dreams").

Today's value of the estimated profits 
of the companies of the next 3 years

Current book value of the companies

Source: Arbor Research

Graphic: US 
equities



The euphoria triggered by cheap money is over. Take Ark Innovation 
Funds, for example, which contains many "disruptive" technology 
stocks that have no earnings prospects in the foreseeable future.
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-75%



Real estate funds also corrected sharply. The rise in 
interest rates has also left clear traces in this segment.
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-23%



The gold price (purple line) has proven itself, at least in part, as crisis 
protection this year. This was not the case with bitcoin, which is often 
referred to as "digital gold". The positive correlation with the stock 
markets is obvious.
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The Return of Inflation and Interest - Commentary
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The return was to be 
expected, even if it was 

suppressed

- Free money cannot be had forever or without follow-up costs
> see our publication (Jan. 21): Inflation - is it coming or not?

- The Ukraine war did not cause the development, but accelerated it

The return of the 
interest rate is good, 

but painful in the short 
term

- The dawning era of scarcity (longer delivery times, dried-up labor market, 
higher construction costs) takes some getting used to after decades of 
deflation and globalization

- However, scarcity is the normal state of the global economy
- The interest rate performs an important allocation function for scarce goods

Fighting inflation does 
not come without side 

effects 

- Central banks have to deal with major conflicting objectives
- Interest rate hikes can lead to recession and thus to increased unemployment
- Not all claims can be satisfied - see subsequent slide

https://www.invethos.ch/onlinemagazin/inflation-kommt-sie-kommt-sie-nicht


Price stability is threatened by inflation. But fighting inflation leads to 
conflicting goals for central banks

FED (Federal Reserve) European Central Bank ECB

Swiss National Bank SNB
Central banks have 

official (outlined in red) 
and unofficial objectives 

that conflict in an 
inflationary environment

Source: The Market 12



Where are we in the business cycle?
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We assume a downturn in the global 
economy, resulting in a recession. This 
would correspond to a normal business 
cycle.

In such a scenario, focus on defensive 
sectors and generally high quality 
assets. 

Growth stocks (e.g. Sika, Straumann, 
Sonova), which have already corrected 
strongly, have not yet bottomed out in 
our opinion. Analogous to the 
"economic clock" of Merrill Lynch.



Positioning Invethos - Asset classes
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Cash Bonds Shares Real Estate Alternative 
investments

• Overweight • Underweight
• Buy medium 

maturities in 
selected corporate 
bonds (approx. >2% 
yield)

• Underweight
• Caution remains 

with cyclicals
• Overweight 

defensive sectors 
such as healthcare, 
food and telecoms

• Neutral
• Buying where there 

is a deep premium, 
living in the 
foreground

• Neutral
• Energy turnaround
• Precious metals: 

hold as crisis 
protection



Positioning Invethos - Single Stock
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Topic Instrument Description
Shares See next page; stock selection has not changed significantly since our last 

presentation. Defensive sectors with stocks that can defend their margins and 
generate cash flow are to be favored.

Topic Instrument Description
Bonds Choose corporate bonds with medium maturity, yield around 2.5% (here are three 

examples)
1.50% Temenos 2025 Yield 2.7% (price around 96.00)
1.00% Hero AG 2026 Yield 2.2% (price around 95.00)
1.05% G. Fischer 2028 Yield 2.1% (price around 94.50)

Topic Instrument Description
Real estate funds SF Sustainable Prop. Opportunity after correction, around 2.5% return

Swiss Life REF Opportunity after correction, around 2.2% return
CS Green Property Buy below CHF 130 (around 10% premium)



Stock selection remains defensive and "boring"
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Topic Instrument Type Description ESG Rating
Defensive 
sectors 
overweight

Nestlé Share No. 1 in the food sector AA
SGS Share Market leader in inspection, testing, certification AAA
Roche Share Largest pharmaceutical company in the world A
Givaudan Share Leader in the flavors and fragrances business AAA
Linden Share Leading in industrial gases and hydrogen, among 

others
A

Orange Share No. 1 in France; high dividend yield AA



Outlook: the end of the illusion of "scarcity "* holds 
opportunities! 
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New Monetary Theory (NMT)

Money is not scarce and can 
be printed ad infinitum, debts 
do not matter as long as this 
is done in one's own currency 

and there is no inflation.

Economy of scarcity

Digital capitalism taps infinite 
resources in the form of data, 
is multipliable at virtually no 

marginal cost, and eliminates 
scarcity from the world

Inflation

Inflation is pushing the NMT 
and money printing to their 
limits. Controlling inflation 
"after the fact," as the NMT 
proposes, is more difficult 

than expected.

Scarcity

Energy is scarce and it 
becomes apparent again that 

humans have a body that 
needs to be supplied and the 

digital industry also needs 
energy

Interest rate as risk allocator

The resurrected interest rate 
has the good function of 
measuring and allocating 

risks. Risks therefore receive 
their right price again.

Efficient and responsible use 
of scarce resources

Scarcity brings the 
opportunity that we need to be 

more efficient and conserve 
resources.

Exuberance 
and illusion

Correction

Recreation

*Cf. "Economics of Scarcity, Philipp Staab, 2019.



Contact
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Invethos AG
Taubenstrasse 8
P.O. Box 
3001 Bern
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