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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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More ideas than money?

Central banks are signaling that key interest 
rates in the major currencies will remain at 
extremely low levels for a very long time to 
come. With yields to maturity below one 
percent, global bonds are also unattractive. 
So how can an adequate return still be 
achieved with a five-year horizon?

Equities remain core investments for balanced and growth- 

oriented portfolios, even though prices have hit new all-time 

highs and euphoria is reigning in certain segments. Expan-

sionary monetary and fiscal policy is driving valuations higher. 

The 25x price-to-earnings ratio of global equities, based on 

earnings for the last 12 months, looks high on the surface but 

needs to be put into perspective. It still equates to a 4% return 

– a handsome risk premium compared with the meager bond 

yields on offer. What is more, even in the pandemic-hit 2020, 

companies achieved a return on equity of 8%, indicating 

remarkable resilience. We avoid taking an overly mechanistic 

approach. With a simple value strategy, for example, you buy 

a basket of cheap stocks. However, this will include many that 

are priced so low for good reasons and that therefore cannot 

be expected to produce a resurgence. Traditional banks, for 

example, are no longer going to achieve the superior returns 

on capital that they once did. The energy sector faces massive 

transformation costs. IT hardware producers are only able to 

achieve low margins and are often interchangeable. Pharma-

ceutical companies without a promising pipeline or good 

acquisition skills do not promise future-proof growth. A selec-

tive approach is required – strong business models, good 

market positions, pricing power, intact growth, and decent 

balance sheet ratios – in other words, quality.
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Real estate also promises reasonable returns, although it is 

often perceived as one of the losers from digitalization. The 

retail sector has been facing structural headwinds for some  

time due to the shift toward online retail; retail space continues 

to come under pressure. The office space is also being squeezed 

by the forced move to home working. However, the positive 

aspects should not be overlooked. Retail properties have lost 

significant market weight, and discounts to book values have 

been priced in. Only some groups of employees will continue 

to work from home, and the flipside of the coin is increased 

demand for private housing. The space required per employee 

is also likely to increase again, after years of shrinkage. In addi-

tion, there is a growing segment of global real estate that is 

benefiting from the digitalization megatrend, such as logistics 

properties, data centers, and mobile communications infra-

structure. The evaluation of investments often focuses mainly 

on demand-side aspects. However, for real estate in particular, 

expectations of future supply are equally relevant. Many  

projects will not be realized, with a supportive effect on the 

available stock. Finally, the sizeable difference between net 

returns and the general level of interest rates will also play a 

decisive role in the future performance of real estate. 

The low interest rate period, which is here to stay for the 

longer term, is giving gold good prospects of continuing to 

shine. If it is considered as an alternative to paper currencies,  

one can immediately see that central banks cannot increase 

the supply of this metal at will. That provides protection against 

inflation and stability in a crisis. The low interest rates do not 

just spell a lack of income; the contribution to diversification 

from this asset class will also be lower in future, meaning that 

other sources of return must be sought. Away from traditional 

asset classes, insurance-based investments deliver diversifying 

returns, which are especially attractive following the recent 

premium rises. Flexible, market-neutral strategies also make a 

portfolio more robust in difficult market phases. 

It would be a bold claim to assert that there are far more  

profitable investment ideas than there is money available  

to invest. Nevertheless, with a reasonable investment mix, 

investors will still fare well in many scenarios. 

Alex Borer

Co-Head Multi-Asset Solutions

“A selective approach is required – 
strong business models, good market 
positions, pricing power, intact growth 
and decent balance sheet ratios  
– in other words, quality.”
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At long last, the US elections are finally settled. And despite 

the surprise “blue wave” in the runoff elections for Georgia’s 

two Senate seats in early January, the financial markets show 

little fear of the (razor-thin) Democratic majorities that could 

roll back the positive achievements of the Trump era, such as 

tax cuts and deregulation. They are consoling themselves with 

hopes of even greater fiscal stimulus, fueled not least by the 

prospect of former Fed Chair Janet Yellen as the future Trea-

sury Secretary. The markets have also begun to look beyond 

the pandemic. However, infection rate trends remain unpre-

dictable, and the causal relationships between epidemiological 

variables and political decisions are complex. 

The economic outlook, therefore, appears very mixed: for the 

first time since the Great Depression of the 1930s, industrial-

ized countries are in recession at the same time as developing 

countries – and in the worst recession since World War II, no 

less. Signs of a broad-based recovery rapidly emerged on the 

back of all the fiscal and monetary policy stimuli. However, this 

is running into the danger of slowing again somewhat due to 

the second or third wave of the pandemic and the lockdown 

measures imposed. As a result, the risk of a W-shaped double- 

dip recession has risen slightly (reducing the probability of a 

V-shaped move back to the previous growth path), but this 

has not prevented the stock markets from drawing a perfect V.  

And given the extremely low interest rates at which even 

income accruing in the distant future is discounted, this does 

not seem irrational! 

The fact that inflation is no longer an issue on a three to six- 

month horizon fits with the economic evidence, because with 

reduced economic activity and rising unemployment there is 

no demand and no pressure to negotiate wages. In the course 

of the expected recovery, the combination of supply-side 

constraints (due to deglobalization) and a resurgence in demand  

will probably lead to price pressure picking up somewhat from 

mid-2021. 

In our main scenario, the sharpest but also shortest recession 

ever is followed by a similarly strong recovery. Nevertheless,  

there is no end in sight to the biggest fiscal and monetary  

stimulus in history. In view of this situation, we recommend 

a relatively ambitious tactical positioning with a slightly 

above-average equity component, combined with a substantial 

gold position. 

“The Joe must go on”

Dr Alex Durrer

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

Equity USA

Equity Europe

Equity Japan

Equity emerging markets

Investment grade bonds*

High yield bonds

Emerging markets bonds

Gold

Liquidity

Stagflation
Inflation-linked bonds, 
gold

Sovereign bonds
Deflationary depression

Classic boom
Cyclical stocks

Growth stocks
Best case

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 January 25, 2021

*  Includes global government, inflation-linked, and corporate bonds
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GBP: Brexit saga is finally over

Johannes Oehri

Shortly before the end of the Brexit transition period, London 

and Brussels managed to agree a trade deal after all. The epic 

odyssey to this point, which began with the extremely close 

vote in 2016, traversing sometimes turbulent, sometimes murky  

waters, concluded just before Christmas. Perhaps in the end, it  

was helped by the realization that, with the ongoing pandemic,  

there are more urgent problems to solve than bickering over 

how long EU fishermen should be allowed access to the UK’s 

rich fishing grounds.

This is good news for the embattled pound sterling, but it will 

take some time for this effect to unfold. After all, the UK has 

been hit particularly hard by the latest wave of the corona-

virus, and the pound will first have to suffer the impact of the 

renewed economic slump. However, the UK economy could 

well stage a very strong recovery in the summer. The country’s 

aggressive vaccination strategy will allow the COVID-19-related  

restrictions to be eased comparatively early, benefiting the UK’s 

weighty service sector in particular. Then business investment, 

which has been pent up for many years due to the uncertain-

ties over Brexit, will at long last pick up again too and reinforce 

the economic upturn. The relative strength of growth and a 

revival in much-needed capital inflows should then usher in a 

cyclical recovery for the British currency, seen by international 

investors as “investable” again. 

Overview of currencies as per January 25, 2021

Currencies Exchange 
rate

Year-to- 
date

Medium-term 
trend

Comment

EUR-USD 1.21 -0.9% Big-spending Democrats and expansionary monetary policy send USD on a downward slide

GBP-USD 1.37 0.0% After Brexit, it is now the economic slump that GBP must do battle against

USD-JPY 103.78 0.5% The yen’s appreciation is giving Kuroda a headache

USD-CHF 0.89 0.5% Despite negative interest rates, there is no halt to the CHF appreciation

AUD-USD 0.77 -0.1% It seems the only way is up for AUD

USD-CAD 1.27 0.1% The loonie emerges as the stronger dollar versus the greenback 

USD-SGD 1.33 0.5% Intact downtrend and attacks on the support at 1.30 should not come as a surprise

USD-KRW 1100.65 1.3% The sharp appreciation of the won is being watched closely and suspiciously

USD-CNY 6.48 -1.0% Resistance at the mark at 7 is proving solid and will probably remain so for now

USD-MXN 20.19 1.3% USD weakness helps Mexico’s currency break through the mark at 1.20 

USD-RUB 75.72 2.4% Stronger oil prices give the ruble a lift 

EUR-CHF 1.08 -0.3% Lagarde beats Jordan: CHF struggles to depreciate against the EUR

EUR-SEK 10.07 0.2% The recovery in global manufacturing is supporting the still inexpensive SEK

EUR-NOK 10.40 -0.7% NOK is benefiting from higher oil prices and good management of the COVID-19 situation  

  GBP/USD
  GBP/CHF
  EUR/GBP (rhs, inverse) Source: Refinitiv, LGT

Britisch pound vs. US dollar, Swiss franc, and euro
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Despite the coronavirus, analysts and investors are very bullish 

about the new year. Records have already been tumbling over 

recent months – and not just for coronavirus infections; there 

have also been more and more new historic highs set in the 

equity, bond, real estate, and cryptocurrency markets. That 

might seem odd at first glance, but it makes perfect sense in 

light of the rescue packages from states and central banks, 

which have also hit record proportions. The world is flooded 

with money. The big six central banks alone have pumped 

more than USD 8 tn into the financial markets over the last  

ten months, and will add few trillions more this year.

More and more bubbles are developing in the markets – and 

this has less to do with the economic outlook and more to 

do with excess liquidity. This is a key difference from previous 

bubbles: those were usually created by euphoria about 

economic trends and opportunities, which were then extra-

polated further and further into the future. Today, by contrast, 

the economy is in a pretty poor state. This time, in addition 

to hopes of a further economic recovery, investors are relying 

above all on the continuation of the zero interest rate policy 

as well as on the ongoing flood of money from politicians 

and central banks. However, rising oil and other commodity 

prices suggest that deflationary forces are diminishing. This 

does not mean that inflation will shortly reach levels that 

would force a sudden about-turn in monetary policy. Never-

theless, the probability that, for example, US key interest rates 

will remain at zero beyond 2024 is clearly decreasing. As the 

financial markets discount changed expectations, this raises 

fears that the ultra-low bond yields around the world could 

rise during the course of this year, earlier than most analysts 

are expecting. If this movement turns out to be too strong, the 

central banks will again have to intervene on a massive scale. 

After all, rising interest rates would be a major risk for the 

financial markets and the economy – and the risks are even 

greater than last year because of the present situation. This 

means that the stage is already set for a volatile year ahead. 

Government bonds:  
New year, same old story – only with greater risks
Ewald Duer

Overview policy rates and yields on 10y government bonds as per January 25, 2021

Economy Policy rate Trend Comment 10y yield Trend Comment

USA 0.125% No rate increase in foreseeable future 1.04% Bond yields trending sideways for the time being 

Eurozone (DE) 0.00% No rate increase in foreseeable future -0.58% Lagarde keeps the money printing press running

Japan -0.10% No rate increase in foreseeable future 0.03% BoJ remains busy with yield curve control

UK 0.10% No rate increase in foreseeable future 0.28% Negative growth outlook

Switzerland -0.75% No rate increase in foreseeable future -0.55% The demand is high, the yields are low

Brazil 2.00% No rate increase in foreseeable future 7.82% Coronavirus situation causes unease

China 3.85% No rate increase in foreseeable future 3.14% Optimistic economic outlook

Yield of US government bonds

  Yield of 10Y US government bond Source: Refinitiv, LGT
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An incredible year that pushed the limits of the imagination,  

utterly dominated by the constraints of the coronavirus 

pandemic, is over. However, the crisis remains omnipresent, 

dictating large parts of our day-to-day lives – and we will 

probably have to continue to live with this in 2021. The world-

wide vaccination campaign does, however, offer hope that  

we can soon return to a new normality, with luck marking the 

end of the current health crisis. After the crash in spring 2020, 

the financial markets embarked on a V-shaped recovery, and 

some risk asset classes even closed the year at new all-time 

highs – who would have believed that back in April? As 

governments and central banks rolled out massive support 

packages, market-based inflation expectations also recovered, 

breathing new life into the theme of inflation. After hitting 

its low ebb at the end of March, the US 10-year break-even 

rate has risen by more than 150 basis points, recently breaking 

through the 2% mark. Joe Biden’s election as US president 

and the surprise victory by the two Democratic candidates 

in the US Senate runoffs at the start of 2021 are exerting a 

supportive effect. This has made a full transfer of power to 

the Democrats a reality and resurrected the reflationary trade, 

given high expectations of promised infrastructure projects 

and larger stimulus packages. Inflation expectations in Europe 

did not increase on quite the same scale, but the change was 

still significant with over 70 basis points. Here, the reintroduc-

tion of tough measures and restrictions (some countries are 

already in their third lockdown) to contain COVID-19 is acting 

as a drag. 

There is currently still a clear divergence between actual price 

data and rising inflation expectations. However, we expect this 

to narrow in the coming months as the baseline effect kicks in.  

For us, the return of inflation does not represent a risk scenario, 

as we consciously include inflation-linked bonds in our port-

folios. Given attractive valuations by historical standards and 

the asymmetric inflation risks, we expect this asset class to 

outperform nominal government bonds in the coming years.  

Inflation-linked bonds:  
Wel-come-back
Dieter Gassner

Corporate bonds:  
Real abnormality
Ikram Boulfernane

Negative real yields: a situation that has become almost the 

norm for some government bonds has now spread to US 

corporate debt. In early December, real yields on Corporate 

America’s investment-grade bonds moved into negative terri-

tory – the first time ever that this curious state of affairs has 

materialized. This bizarre situation is due to the combination 

of falling nominal yields and rising inflation expectations. The 

result is that, from an inflation-adjusted perspective, compa-

nies are paid to borrow. 

Negative real returns tend to benefit equity investors more 

than credit investors: the lower the yield, the more incentives 

companies have to return capital to shareholders in the form 

of share buybacks and debt-financed merger and acquisitions. 

The horrendous debt levels accumulated last year amid record-

high issuance were supposed to be a short-term reaction to 

economic activity grinding to a halt in response to the corona-

virus. However, if companies prefer to please shareholders 

than to repair their balance sheets, then from an accounting 

perspective temporary pain could turn into permanent afflic-

tion. If the historically extremely low yields are used to borrow 

further and at the same time earnings expectations are not 

met, a rude awakening in the form of credit rating down-

grades and “falling angels” cannot be ruled out. Currently, 

however, the recovery on the macro front is mitigating this 

risk. The issue proceeds are also still sitting on companies’ 

balance sheets. This is resulting in massive liquidity positions 

that can serve as a war chest in the event of another economic 

slump and should counteract any appetite for fresh borrowing 

for the time being.

Many investors have a tendency to view their assets in nominal 

terms, which is not surprising given the low levels of inflation 

in recent years. But, as the economy returns to full capacity, 

rising inflation will take its toll in the form of lower yields. By 

then at the latest, companies and credit investors would be 

well-advised not to think in nominal terms in their decision- 

making, but to take account of the real abnormality. 
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2020 was a turbulent year. The “crash” in the first quarter  

was followed by a breathtaking recovery in prices. Major US 

equity indices ultimately closed the year even higher than 

before the crash. The final quarter was not without some 

drama either. In October, stock markets posted a bumpy 

performance – with prices hitting a low just before the US 

presidential elections. Equity prices then shot up in November, 

thanks to the combined election and vaccine rally. By contrast, 

December was marked by flagging upward momentum.

The economic recovery looks set to continue. This outlook is 

supported both by monetary and fiscal policy tailwinds and  

by gathering momentum in the global distribution of vaccines, 

which will impact positively on the economic performance. 

Political changes will also have an impact. The Democratic 

Party has effectively secured control of the Senate, making it 

easier for US President Joe Biden to implement his agenda. 

The increased chances of very extensive public infrastructure  

measures should have a positive effect on the economy to 

start with. In the longer term, however, increasing burdens 

such as greater regulation, bureaucracy, and tax increases are 

to be expected. 

Our behavioral finance market structure analysis shows an 

improved and robust market structure. Both the trend analysis 

sub-indicator and the market breadth suggest a positive  

price trend in the medium term. At the time of writing in 

mid-January, however, a number of short-term indicators call 

for a degree of caution: for instance, investor sentiment and 

positioning are already at high levels. In other words, the 

equity market is susceptible to temporary setbacks. However, 

the combination of short and medium-term signals leads us  

to stick to the tried-and-tested “buy the dip” approach. 

Equities US:  
Buy the dip
Manfred Hofer

Overview of equity markets as per January 25, 2021

Equities US

  MSCI USA Index (USD)
  Moving average (40w) Source: Refinitiv, LGT

* annualized

Stock market (MSCI indices) year-to-date since 01/25/2020 since 01/25/2016* Trend Comment

United States (USD) 2.8% 21.4% 17.7% Upwards trend

Eurozone (EUR) 0.5% -2.1% 6.8% Upwards trend

Japan (JPY) 3.5% 11.6% 8.4% Upwards trend

United Kingdom (GBP) 2.9% -11.3% 6.0% Upwards trend

Germany (EUR) 0.4% 0.3% 6.2% Upwards trend

Switzerland (CHF) 1.4% 0.8% 8.4% Upwards trend

China (CNY) 15.0% 47.6% 21.5% Upwards trend

Emerging markets (USD) 9.2% 28.6% 17.2% Upwards trend

Source: Refinitiv, LGT
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Over the past three months, media and stock market experts 

have understandably focused mainly on the political drama 

following the US elections, the spectacular gains by crypto-

currencies, and the coronavirus vaccination campaigns, tackling  

a pandemic that is still causing difficulties in many places. Away  

from these dominant headlines, the Nikkei 225 was one of the 

world’s best performer over this period, with a gain of around 

22% – compared with around 10% for the western European 

Stoxx 600 and just under 13% and 19% for the US S&P 500 

and Nasdaq benchmarks, respectively. The MSCI Emerging 

Markets returned about 25% during this period.

Traditional cyclical sectors such as industrials, consumer dis-

cretionary, and materials were the driving forces everywhere 

– and these sectors are much more prominently represented 

in the Nikkei 225 (44%) than in the equity indices of Europe 

(34%), the USA (23%), or the emerging markets (30%). In 

phases when a strong economic recovery is expected, as is 

increasingly the case at present, Japanese stocks should there-

fore theoretically always be at the forefront. 

Equities Europe:  
Pause for breath needed following recent price rally
Ralf Piersig

We wrote last time that we did not believe the discount on 

European equities relative to global equities was justified and 

that we would therefore remain constructive. Thanks to the 

approval of several COVID-19 vaccines and a trade agreement 

between the EU and the UK, the chances of economic normal-

ization in 2021 are increasing, which is making investors more 

willing to take risks.

In the meantime, however, stock market valuations have become 

relatively high and investors’ willingness to hedge against price 

losses has reached low levels, which is reflected in the signifi-

cantly lower volatility indices. The scope for positive surprises 

in the short term thus appears to be exhausted, and negative  

effects, for example resulting from new, tighter lockdown 

measures, would likely produce hefty price swings again. We, 

therefore, recommend a more cautious tactical positioning. 

Equities Japan:  
Rally gaining momentum
Mikio Kumada

Equities Europe

  MSCI EMU Index (EUR)
  Moving average (40w) Source: Refinitiv, LGT

Equities Japan

Source: Refinitiv, LGT

  MSCI Japan Index (JPY)
  Moving average (40w)
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The new year is often a time for hangovers. There are various 

strategies for surviving the morning after a night on the tiles. 

Hardened revelers unashamedly start the day with a “hair of 

the dog”, that is to say they pick up where they left off the 

day before. The same approach could pay off for investors in 

emerging market equities following the strong fourth quarter, 

as the tactical outlook remains promising for now: a weakening  

US dollar, a new US administration that is likely to be less erratic 

geopolitically, a Chinese economy that continues to lead the 

global economic and demand recovery, and the prospect of  

an end to the pandemic as vaccine programs are ramped up. 

Intoxicated by this reflationary macro cocktail, which is sparkling  

amid the decreasing uncertainty, the emerging market party 

– which has recently also included the less popular clubs, or 

stock market regions, of Latin America and eastern Europe – 

may well continue for the time being. However, investors who 

are less enamored of the tactical back-and-forth between 

regional equity discos should stick to a strategic focus on inno-

vative and human capital-rich emerging markets in the Asian 

region. After all, once the Chinese economy is sufficiently 

robust that the easing measures there can be scaled back, 

which is conceivable from the second half of 2021 onwards, 

the focus is likely to shift away somewhat from regions special-

izing in commodities, capital goods, and materials. After all, 

as we all know, the “hair of the dog” can prolong the party, 

but cannot ultimately prevent the hangover entirely. Sooner or 

later, a sober, strategic look at the fundamentals is inevitable, 

even for the biggest partygoer. 

Emerging markets equities:  
A tactical hair of the dog or strategic sobering up?
Michel Roth

Emerging markets local currency bonds:  
Still an interesting addition to the mix
Sven Lang

Although this asset class has delivered disappointing risk- 

adjusted returns for several years, emerging market bonds 

denominated in local currencies should not be overlooked.  

In addition to pure return considerations, adding in diversi-

fication of this kind can also help to stabilize a portfolio.

One reason for this is the increasing importance of the 

Chinese bond market, which now represents 10% of the 

most widely used local-currency market benchmark. China’s 

economy continues to perform very well, and the country  

has weathered the recent crisis better than many western 

nations. In combination with significantly higher yields on 

Chinese government bonds and stronger economic growth, 

this has substantially increased demand for these securities  

in recent years. China’s strong economic performance is  

also boosting other emerging markets. It is now a major 

trading partner and has long been a significant buyer of 

various commodities produced and exported by other 

emerging markets. 

However, given the very low and negative interest rates in 

industrialized countries, investors are wondering how the  

asset class will react should they rise again. Looking to the 

past, there are no hard-and-fast rules that could conclusively  

answer this question. In 2013, for example, a sharp rise in 

interest rates spelled significant price losses for emerging 

market bonds. However, the fundamentals deteriorated in 

many markets over that period. Historically, when interest 

rates have risen at a time of strong fundamentals, this has  

not had a negative impact on the segment as a whole. This 

means that adding in this asset class in such market phases 

is beneficial. Developed market government bonds would 

lose value in this environment of rising interest rates, while 

emerging market local-currency bonds would be stable or 

even positive. Analyses show that a 30% allocation within a 

global fixed income portfolio increases expected returns while 

slightly reducing overall portfolio volatility – a prime example 

of portfolio diversification! 
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Real estate:  
Aotearoa still on the rise
Boris Pavlu

New Zealand is known in the indigenous Māori language as 

Aotearoa, which crudely translates as “land of the long white 

cloud”. The country’s beauty and advantages as a real estate 

location have enticed more and more investors and alleged 

speculators from overseas – and not entirely to the Kiwis’ 

liking. There are calls on politicians to intervene, on the basis 

that capital flight from places as diverse as China and California 

is unnecessarily driving up housing costs in the island nation. 

However, the ban on the acquisition of residential property 

by foreign buyers, introduced about a year ago, is proving 

fairly ineffective. The absence of foreign buyers has at most 

had an impact on very popular luxury locations, such as Auck-

land harbor. However, this measure has not yet succeeded in 

redressing the general demand overhang.

Even the recession triggered by the coronavirus and lockdown 

measures did not seem to affect New Zealand’s residential 

property market: prices have lately continued to rise strongly. 

In 2020 alone, median prices are reported to have risen by 

around 20%, and this was after steady but significant gains in 

previous years. In this respect, this distant land is no different 

from the rest of the world, where a mixture of zero interest 

rate policies and social distancing continues to drive domestic 

demand for safe residential property. 

Insurance-linked securities: 
After rain comes sun
Siti Dawson

2020 was a truly difficult year in many aspects, also for ILS  

as an asset class. The combination of natural catastrophe 

activity and the impact of COVID-19-related insurance claims 

have led to insured losses worldwide in excess of USD 100bn. 

And although only a small part of this financial burden was 

ultimately transferred to the ILS market, it has led to reduced 

returns for 2020 that were often below investors’ long-term 

expectations.

On the other hand, insurers and reinsurers are seeing increased 

pressure from regulatory and rating agencies to optimize their 

portfolios and to pass on some of the risk to capital market 

investors. In response to that, we have already seen significant 

premium increase, and – equally important – improvements in 

contractual terms such as exclusion of pandemic or cyber risk. 

The 2020 catastrophe activity has led to a notable reduction 

of available reinsurance capital for 2021. Increased risk aversion  

and reduced capital supply is now meeting a higher demand 

from insurance companies to offload risk in order to comply 

with the requirements from regulators and rating agencies. 

This combination results in an attractive premium environ-

ment and ultimately leads to a positive impact on the return 

expectations for ILS portfolios. In summary, market dynamics 

continue to present investors with very favourable terms –  

and we expect this attractive market environment to persist 

well into 2021.  

New Zealand 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 
12/31/2020

Performance 
2020

Performance
-3 years p.a.

Performance 
-5 years p.a.

Multi asset class

LGT Alpha Indexing Fund (CHF) B LI0101102999 30.04.2009 CHF 1683.63 2.16% 1.88% 3.40%

LGT GIM Balanced (CHF) B LI0108469029 31.01.2010 CHF 12981.59 5.18% 2.21% 3.13%

LGT GIM Balanced (EUR) B LI0108469169 31.01.2010 EUR 14598.69 5.46% 3.13% 3.48%

LGT GIM Balanced (USD) B LI0108468880 31.01.2010 USD 15440.57 9.30% 5.25% 5.72%

LGT GIM Growth (CHF) B LI0108469268 31.01.2010 CHF 14190.95 5.11% 2.51% 4.03%

LGT GIM Growth (EUR) B LI0108469318 31.01.2010 EUR 16219.07 5.37% 3.50% 4.40%

LGT GIM Growth (USD) B LI0108469250 31.01.2010 USD 16917.17 9.58% 5.61% 6.65%

LGT Sustainable Strategy 3 Years (CHF) B LI0350494782 10.11.1999 CHF 1075.15 3.67% 1.28% 2.42%

LGT Sustainable Strategy 3 Years (EUR) B LI0008232162 10.11.1999 EUR 1852.55 4.08% 2.24% 2.89%

LGT Sustainable Strategy 3 Years (USD) B LI0350494840 30.04.2010 USD 1191.44 7.43% 4.14% 5.04%

LGT Sustainable Strategy 4 Years (CHF) B LI0350494907 10.11.1999 CHF 1107.23 5.10% 2.04% 3.38%

LGT Sustainable Strategy 4 Years (EUR) B LI0008232220 10.11.1999 EUR 1883.92 5.50% 3.07% 3.98%

LGT Sustainable Strategy 4 Years (USD) B LI0350494998 30.04.2010 USD 1227.55 9.26% 4.99% 6.06%

LGT Sustainable Strategy 5 Years (CHF) B LI0350495169 01.10.2004 CHF 1126.20 5.63% 2.28% 4.02%

LGT Sustainable Strategy 5 Years (EUR) B LI0019352926 01.10.2004 EUR 1957.71 6.02% 3.36% 4.57%

LGT Sustainable Strategy 5 Years (USD) B LI0350495227 30.04.2010 USD 1248.17 9.97% 5.18% 6.68%

Money market

LGT Money Market Fund (CHF) B LI0015327682 19.01.1998 CHF 1073.48 -0.77% -0.83% -0.79%

LGT Money Market Fund (EUR) B LI0015327740 19.01.1998 EUR 692.21 -0.59% -0.46% -0.37%

LGT Money Market Fund (USD) B LI0015327757 19.01.1998 USD 1546.61 0.62% 1.46% 1.18%

Bonds

LGT Bond Fund EMMA LC (CHF) B LI0133634688 30.09.2011 CHF 1114.57 -4.81% -2.86% 2.55%

LGT Bond Fund EMMA LC (EUR) B LI0133634662 30.09.2011 EUR 1256.49 -4.30% -0.26% 2.66%

LGT Bond Fund EMMA LC (USD) B LI0133634670 30.09.2011 USD 1144.53 4.31% 0.36% 5.12%

LGT Sustainable Bond Fund EM Defensive (CHF) B LI0183910038 30.06.2012 CHF 989.73 1.26% -0.22% 1.39%

LGT Sustainable Bond Fund EM Defensive (EUR) B LI0183910012 09.07.2012 EUR 1027.89 1.66% 0.26% 1.89%

LGT Sustainable Bond Fund EM Defensive (USD) B LI0183909998 15.12.2011 USD 1156.74 3.23% 2.72% 4.07%

LGT Sustainable Bond Fund Global Inflation Linked (CHF) B LI0148578045 17.04.2012 CHF 935.96 2.32% -0.34% -0.22%

LGT Sustainable Bond Fund Global Inflation Linked (EUR) B LI0017755534 10.05.2004 EUR 1171.86 2.75% 0.17% 0.33%

LGT Sustainable Bond Fund Global Inflation Linked (USD) B LI0148578037 30.09.2010 USD 1091.30 4.25% 2.51% 2.35%

LGT Select Bond Emerging Markets (USD) B LI0026536628 31.12.2000 USD 3983.53 3.93% 2.95% 6.13%

LGT Select Bond High Yield (USD) B LI0026564604 31.08.2000 USD 2906.07 6.42% 5.60% 7.25%

LGT Select Convertibles (CHF) B LI0132437745 31.08.2011 CHF 1610.80 21.18% 6.63% 5.16%

LGT Select Convertibles (EUR) B LI0132437737 31.08.2011 EUR 1670.97 21.54% 6.94% 5.48%

LGT Select Convertibles (USD) B LI0102278962 31.07.2006 USD 2154.85 23.87% 9.77% 7.99%

LGT Sustainable Fixed Income Global Opportunities (EUR) B LI0008232030 10.11.1999 EUR 1678.10 -0.56% -0.07% 0.29%

LGT Sustainable Bond Fund Global (EUR) B LI0106892909 30.11.2009 EUR 1584.44 -0.89% 3.15% 1.52%

LGT Sustainable Bond Fund Global Hedged (CHF) B LI0148577955 22.10.1996 CHF 1083.37 4.01% 1.10% 0.60%

LGT Sustainable Bond Fund Global Hedged (EUR) B LI0148577948 22.10.1996 EUR 1131.99 4.47% 1.54% 1.08%

LGT Sustainable Bond Fund Global Hedged (USD) B LI0015327872 22.10.1996 USD 3108.39 6.14% 4.08% 3.31%

LGT Quality Funds – Sustainable Short Duration Corp. 
Bond Fund Hedged (CHF) B LI0183909808 30.06.2012 CHF 992.67 0.12% -0.14% -0.38%

LGT Quality Funds – Sustainable Short Duration Corp. 
Bond Fund Hedged (EUR) B LI0183909782 30.06.2012 EUR 1038.06 0.57% 0.36% 0.17%

LGT Quality Funds – Sustainable Short Duration Corp. 
Bond Fund Hedged (USD) B LI0183909790 30.06.2012 USD 1152.75 2.05% 2.74% 2.18%
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LGT Funds ISIN Launch date Price as per 
12/31/2020

Performance 
2020

Performance
-3 years p.a.

Performance 
-5 years p.a.

Equities

LGT Select Equity Emerging Markets (USD) B LI0026536354 31.12.2000 USD 5431.93 21.37% 5.63% 12.77%

LGT Select Equity Enhanced Minimum Variance (USD) B LI0337486141 25.11.2016 USD 1345.53 3.14% 4.31% n.a.

LGT Sustainable Equity Fund Europe (EUR) B LI0015327906 30.09.2000 EUR 1358.39 -0.31% 3.44% 3.58%

LGT Sustainable Equity Fund Global (CHF) B LI0148540441 17.12.2012 CHF 2414.69 4.48% 6.22% 10.20%

LGT Sustainable Equity Fund Global (EUR) B LI0106892966 31.12.2009 EUR 3188.25 5.04% 9.06% 10.32%

LGT Sustainable Equity Fund Global (USD) B LI0148540466 17.12.2012 USD 2507.69 14.48% 9.74% 12.96%

LGT Sustainable Quality Equity Fund Hedged (CHF) B LI0183907844 30.06.2012 CHF 2145.43 15.04% 11.26% 10.04%

LGT Sustainable Quality Equity Fund Hedged (EUR) B LI0183907836 09.07.2012 EUR 2129.04 15.23% 11.66% 10.46%

LGT Sustainable Quality Equity Fund Hedged (USD) B LI0183907802 30.06.2012 USD 2642.58 17.66% 14.63% 12.98%

Insurance-linked investments

LGT (Lux) I – Cat Bond Fund (CHF) B LU0816333040 30.11.2010 CHF 109.43 2.73% -0.14% -0.05%

LGT (Lux) I – Cat Bond Fund (EUR) B LU0816332828 30.11.2010 EUR 114.04 3.01% 0.19% 0.27%

LGT (Lux) I – Cat Bond Fund (USD) B LU0816332745 30.11.2010 USD 128.34 4.31% 2.56% 2.35%

Alternative investments

LGT Crown Listed Private Equity (EUR) B IE00B7T8CN06 25.02.2013 EUR 245.94 1.99% 9.43% 11.15%

LGT Crown Listed Private Equity (USD) D IE00BJVWTR76 28.07.2014 USD 181.38 11.18% 10.12% 13.83%

LGT Alpha Generix UCITS Sub-Fund Class O (USD) IE00B7VFVC16 01.10.2012 USD 1031.63 3.84% 0.75% 1.66%

LGT Alpha Generix UCITS Sub-Fund Class P (EUR) IE00B82ZPK32 01.10.2012 EUR 923.72 2.27% -1.67% -0.50%

LGT Alpha Generix UCITS Sub-Fund Class Q (CHF) IE00B46N8H32 01.10.2012 CHF 882.99 2.05% -2.08% -0.99%

LGT Dynamic Protection UCITS Sub-Fund Class F (USD) IE00BD365334 20.04.2017 USD 1039.94 6.84% 2.80% n.a.

LGT Dynamic Protection UCITS Sub-Fund Class G (EUR) IE00BD365441 30.04.2017 EUR 965.79 5.68% 0.45% n.a.

LGT Dynamic Protection UCITS Sub-Fund Class H (CHF) IE00BD365557 30.04.2017 CHF 948.65 5.23% -0.05% n.a.
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The major environmental, social, technological, and political challenges facing  
society worldwide have been temporarily overshadowed, but not resolved, by the 
ongoing COVID-19 crisis. The topic of sustainability remains on the radar of inter-
national decision-makers. LGT Capital Partners began integrating sustainability into 
its investment processes almost two decades ago. We are convinced that it makes 
financial sense to include ESG criteria in the investment decisions of the Princely 
Strategy, as this reduces the long-term risks and thus increases the potential returns.

There is no universal definition of “sustainable develop-

ment”. But the most widely used one comes from the 

United Nations in 1987 who defined sustainable devel-

opment as “development that meets the needs of the 

present without compromising the ability of future gener-

ations to meet their own needs.” In their role as financial 

market players, investors can contribute to this objective 

by including environmental, social, and governance (ESG) 

factors when making investment decisions. LGT Capital 

Partners (LGT CP) began integrating ESG considerations  

in its investment processes. Since 2003, many of its pro-

grams have a responsible investment clause written into 

their governing documents. In 2008, LGT CP also became 

one of the first 400 signatories of the United Nations  

Principles for Responsible Investment (UN PRI). A year 

later, LGT CP launched its dedicated sustainable equity 

and bond solutions.

It goes without saying that ESG factors are also taken 

into account in LGT CP’s Princely Strategy. In this context, 

the approach to ESG integration varies widely according 

to asset class and investment style (direct investments or 

investing with external managers). In the case of direct 

asset strategies within the equity and fixed income allo-

cations, the information provided by the company or 

issuer is analyzed so that all the risks and opportunities of 

the security in question are fully understood. In the case 

of multi-manager strategies as well as for allocations to 

private equity and liquid alternative assets, the focus is on 

the managers’ ESG methodology. Checks are carried out 

to determine the extent to which a convincing process for 

ESG integration is in place. Where possible, the existing 

portfolio is also analyzed – to ensure that the declared ESG 

practices are actually reflected in their respective portfolios.

ESG assessment for traditional investments

LGT CP has developed its own evaluation system to iden-

tify investments that fulfill sustainability requirements and 

also offer lucrative returns. In 2009, LGT CP designed a 

framework to assess ESG opportunities and risks in equity 

and fixed-income portfolios. The Princely Strategy is based 

on an approach that not only excludes controversial busi-

ness activity and conduct, but also identifies and selects 

securities of companies with high ESG standards. It thus 

identifies investments that are sustainable and also pro- 

mise attractive returns. The ESG selection process begins 

with eliminating issuers of securities that are involved in 

controversial business activities or fail to meet certain 

minimum standards.

An ESG indicator set is then used to identify attractive 

investment opportunities. LGT CP focuses on companies 

with business models that address climate change, social 

development, or improving governance standards. The 

The Princely Strategy  
in the context of ESG
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analysis thus focuses on a wide array of metrics, such as 

the emission levels or health and safety issues. It examines 

more than 100 data points per company, which are  

consolidated into 21 key performance indicators (KPIs) 

across the three themes of environmental, social, and 

governance. Depending on the sector, the KPIs and their 

respective weightings vary. For example, carbon emission  

levels are an important metric for energy companies, 

whereas training and development metrics are relatively 

more important for banks.

The resulting company selection forms the basis of LGT 

CP’s sustainable investment universe. As a final step,  

ESG value drivers are integrated into a classical financial 

analysis, which focuses on profitability, risks, and expected 

earnings growth. Following a qualitative analysis of  

fundamentals, valuations, and sustainability, LGT CP’s 

investment specialists select what they believe to be the 

most attractive securities based on various factors, such 

as industry trends or the macroeconomic environment, 

constructing a concentrated, actively managed portfolio. 

Source: LGT Capital Partners

Overview of ESG integration in the Princely Strategy

Alignment with UN Principles of Responsible Investment

Central coordination by LGT CP ESG Committee

ESG Reporting

Asset Allocation Manager Selection Security Selection

ES
G

 
in

te
gr

at
io

n  ■ Evaluation of ESG profile of various 
asset classes and impact on GIM as 
basis for strategic allocation decision

 ■ Evaluation, monitoring and guidance 
of ESG integration with all external 
partners

 ■ Full ESG integration across entire 
process from defining the universe to 
portfolio construction

To
ol

s 
an

d 
pr

o
ce

ss
es

 ■ Quantitative and qualitative ESG 
assessment on benchmark level  
(e.g. “equities emerging markets”)

 ■ Documentation of sustainability 
considerations of proposed new  
asset classes/investment cases

 ■ Bottom-up: Scoring of underlying 
portfolio positions 

 ■ Top-down: Annual manager 
questionnaire and rating

 ■ Engagement: Engaging with managers 
on best practice

 ■ Exclusion of harmful sectors and 
countries with low level of human 
rights/high corruption

 ■ ESG criteria used to exclude low 
scoring issuers and positively select 
high scorers

 ■ Engagement and proxy voting on 
individual holdings

Screening of controversies

Proprietary tool LGT ESG Cockpit facilitates bottom-up scoring and top-down monitoring

LGT Group-wide exclusion of controversial weapons and thermal coal
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The portfolios are then monitored for ESG controversies. 

A proprietary solution is used for this purpose. It skims 

through more than 80 000 online information sources 

in 20 languages, looking for controversial mews items 

relating to ESG. Controversial ESG issues can take all kinds 

of forms, ranging from allegations of environmental or 

social harm caused by a company to claims of corruption 

or other governance issues. The findings are integrated 

into the scoring of the ESG Cockpit, where a significant  

number of material ESG incidents can result in a lower ESG 

score for a company, making it a less attractive investment.

Green bonds account for a growing share of the Princely 

Strategy’s fixed income allocation. Here, the investment 

decision involves a four-step evaluation of the security. 

The first step is the review of the ESG score of the various 

issuers. The score serves to identify issuers with strong  

ESG practices, which are likely to initiate bonds that 

finance credible sustainable projects. This is followed by 

a qualitative assessment of the underlying bond project 

to determine whether the use of the proceeds is possibly 

controversial. The third step is to obtain a second opinion 

on the bond from a trusted evaluation firm, such as 

Sustainalytics. Finally, preference is given to bonds that 

are used for capital expenditure rather than for operating 

expenditure, as LGT CP is seeking to further develop new 

projects with a sustainability impact.

ESG assessment of external managers

Private equity and liquid alternative investments account 

for the lion’s share of the Princely Strategy’s alternatives 

allocation. Robust ESG diligence on managers is again an 

essential part of the investment process. Each year LGT CP 

conducts an ESG assessment of managers, which forms 

part of the firm’s larger process for due diligence, moni-

toring and manager engagement. Managers are assessed 

to determine the extent to which they take ESG factors in 

their investment, ownership, and reporting practices into 

account. The assessment also facilitates LGT CP’s engage-

ment with managers on ESG, highlighting excellence in 

implementation and flagging areas for improvement. 

The assessment of managers relates to four key areas of 

ESG integration: managers’ commitment, the investment 

processes, the exercise of shareholder and ownership 

rights, and reporting.

For each of the four areas, managers receive a rating from 

1 (excellent) to 4 (poor). This results in an overall rating 

for each manager, which is documented in a monitoring 

system. Managers who receive a low scores (3 or 4) on 

specific indicators are encouraged to improve over time.

Act sustainably and generate returns

More and more private individuals and political players 

want to assume social and corporate responsibility and 

contribute to a future worth living. The financial sector  

can also contribute to sustainability through structural 

adjustments and technological innovations. The Princely 

Family’s commitment to sustainable investing is based  

on its policy of thinking in terms of generations and on  

the conviction that taking ESG factors into account can 

reveal risks and opportunities that would be overlooked  

in traditional financial analyses. Acting sustainably and 

generating returns thus complement each other in the 

Princely Strategy. 
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Fund description

The fund invests worldwide in a wide range of the invest-

ment opportunities available with a higher allocation to 

fixed-income. In doing so, it seeks to achieve an optimised 

long-term risk/return profile through broad diversification. 

The investments are made indirectly via the active selection  

of globally active asset managers. This fund pursues a similar 

investment approach to that used for the Princely House of 

Liechtenstein. Investments are made in several currencies 

and are widely hedged back to EUR.

Why invest in LGT GIM Balanced?

 ■ Scenario analysis is applied to reduce the complexity of 

dealing with the uncertainty of future developments.

 ■ Tactical asset allocation is used to identify and exploit 

short- and medium-term market movements.

Opportunities

 ■ Thanks to an excellent network and longstanding exper-

tise investors gain access to a promising group of invest-

ment managers.

 ■ The portfolio is broadly diversified and professionally 

managed.

Risks

 ■  Market risks: The risk of losses in an investment arising 

from adverse movements in market prices. 

 ■  Liquidity risks: The risk that fund is unable to meet 

short term financing demands or has to sell investment 

securities at lower price levels under the condition of 

reduced market demand.

 ■  Operational risks: The risk of the Fund incurring losses 

as a result of inadequate or failed processes, people or  

systems failures, or from external or force majeure events.

 ■  Political and legal risks: The risk of change in rules 

and standards applied in the jurisdiction of an asset of 

the Fund. This includes restrictions on currency convert-

ibility, the imposition of taxes or transaction controls, 

limitations on property rights or other legal risks. Invest-

ments in less developed financial markets may expose 

the Fund to increased operational, legal and political risk.

 ■  Credit/counterparty risks: The risk that a counterparty 

fails to meet contractual financial obligations on a timely 

basis.

 ■  Currency risks: The risk of losses arising from currency 

fluctuations, in case the currency of an asset is different 

from the Fund and/or investor’s investment currency.

Fund data

Inception January 31, 2010

Fund domicile Principality of Liechtenstein

ISIN LI0108469169

Distribution None, retains profits

Reference currency EUR

Management fee p.a. 1.30%

Operations fee p.a. 0.30%

Total fund assets EUR 683.59 m (as of 12/31/2020)

Registration AT, CH, CZ, DE, HU, IT, LI, RO, SK

LGT GIM Balanced (EUR) 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.

Performance (net of LGT fees)

  LGT GIM Balanced (EUR) B Source: LGT
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The impetus for sustainability ratings came from Kofi Annan when he was  
Secretary-General of the United Nations. But it was a Swiss who first came up  
with an approach to financial analysis that incorporates environmental and  
social aspects into company ratings under the umbrella term ESG.

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

century in Davos, the then Secretary-General Kofi Annan 

of the United Nations (UN) introduced the United Nations 

Global Compact. The compact is an agreement between 

companies and the UN aimed at shaping globalization in 

a more social and environmentally friendly way. After the 

first 50 multinational companies were won over to the 

idea, the operational phase started in mid-2000. The UN 

Global Compact now has more than 15 000 members in 

more than 160 countries worldwide, including research 

institutes, business and employee associations, and 

communities as well as companies.

The huge influence of the financial industry

The UN Global Compact was intended to be the first step:  

the next one followed in 2004. Although the UN Global 

Compact concerns all industries, even back then Kofi Annan 

recognized the huge influence of the financial industry  

on the environment. He wrote to the CEOs of more than  

50 key financial institutions and invited them to a joint 

initiative under the auspices of the UN Global Compact  

to integrate sustainability criteria into the capital markets.  

The basis for this was to come from a study.

“Who Cares Wins” defines ESG criteria

Switzerland 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 govern-

ance 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 so-called 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.

ESG as an established concept

The initiative can now safely be described as a triumph.  

To date, more than 3000 asset managers, including LGT, 

have signed the UN PRI guidelines. This compares with  

just 100 institutions at the start.

Sustainability is now clearly part of the mainstream, at 

least with institutional investors, while ESG has become 

an established concept. Meanwhile, the inventor of this 

acronym remains largely unknown. “I don’t 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 that he doesn’t 

really like acronyms much. 

ESG – a Swiss invention
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Sustainably invested assets in Switzerland  

rose by 62% to CHF 1163 bn in the space of 

a year, according to the “Swiss Market Study 

on Sustainable Investments” published in 

2020. This is compiled annually by the industry 

association Swiss Sustainable Finance (SSF). 

According to the report, one third of locally 

managed assets were invested in line with 

sustainable criteria at the end of 2019.  

(photo: Shutterstock/Romolo Tavani)
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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: expertise, reliability and a long-term perspective.

Cover image: Ignaz Joseph Würth, detail from  

“Large dish with garden motif,” 1775/85 

© LIECHTENSTEIN. The Princely Collections, Vaduz–Vienna

www.liechtensteincollections.at

A look inside the Princely Collections: The Princely Collections are known in particular for their paintings  

and sculptures, but also include a large number of porcelain pieces. Once part of the furnishings of the  

family’s castles and palaces, these fragile works not only reflect the diverse relationships between lifestyle 

and dynastic interests. They also provide us with insights into the ideas and the artistic development during 

the respective period.
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