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In a nutshell
 Continued solid global economic outlook, political risks looming
 Equities benefit from friendly earnings season and a positive outlook for corporations
 While U.S. Treasuries are very rangebound, the USD still has potential
Leading indicators continue to signal solid global economic outlook
Global economic data still shows a very pleasant picture of the different economies. Especially the leading indicators seem to accelerate continuously. This tendency can not only be witnessed in Western economies, but also in emerging countries. The United States
of America appear to be the furthest in this economic cycle with the job market data near full employment. This led to a significant
wage inflation increase in the last months. Being an important driver for the desired reflation scenario, we expect this trend to continue in the next quarters. In any case, the Federal Reserve will observe this indicator attentively.
Heightened political insecurity, caused by the new U.S. administration, is currently suppressing global capital markets. The volatility
in most asset classes is at a multi-year-low. Whether this is the infamous “quiet before the storm”, remains to be seen. We expect
insecurities to increase in the months to come, also on grounds of multiple trend-setting elections in the Eurozone, and a huge gap
between reality and promises of the Trump administration.

Graph 1: Generic Tactical Asset Allocation LGT Private Banking Europe (February 14, 2017)
Asset Class

SAA

underweight
-8%

Fixed Income

Equities

US equities

Alternatives

-4%

-2%

+2%

overweight
+4%

+6%

+8%

Current
USD

EUR*

CHF*

19.0%

19.0%

14.0%

14.0%

Europe equities

5.0%

9.0%

12.0%

8.0%

UK equities

3.0%

1.0%

2.0%

0.0%

Switzerland equities

1.0%

3.0%

4.0%

10.0%

Japan equities

3.0%

5.0%

5.0%

5.0%

APAC ex JP equities

3.0%

2.0%

2.0%

2.0%

Emerging markets equities

6.0%

5.0%

5.0%

5.0%

Total Equities

40.0%

44.0%

44.0%

44.0%

Government bonds

10.0%

3.0%

3.0%

0.0%

5.0%

6.0%

6.0%

6.0%

12.0%

14.0%

14.0%

19.0%

High yield bonds

6.0%

6.0%

6.0%

6.0%

Emerging markets bonds

6.0%

4.5%

4.5%

4.5%

39.0%

33.5%

33.5%

35.5%

Hedge funds

8.0%

6.0%

6.0%

6.0%

Listed private equity

2.0%

1.5%

1.5%

1.5%

Real estate trusts

2.0%

4.0%

4.0%

4.0%

Insurance-linked bonds

3.0%

4.0%

4.0%

4.0%

Commodities

2.0%

0.0%

0.0%

0.0%

Precious metals

2.0%

4.0%

4.0%

4.0%

19.0%

19.5%

19.5%

19.5%

3.0%

3.0%

1.0%

11.4%

Inflation-linked bonds
Investment grade bonds

Total Fixed Income

Total Alternatives
Cash

2.0%
-8%

Currencies

Tactical allocation versus SAA
-6%

-6%

-4%

-2%

+2%

+4%

+6%

+8%

USD

84.6%

89.6%

11.4%

EUR

0.0%

0.0%

77.7%

0.0%

CHF

0.0%

0.0%

0.0%

78.3%

GBP

0.0%

0.0%

0.0%

0.0%

JPY

2.0%

0.0%

0.0%

0.0%

13.4%

10.4%

10.9%

10.3%

Others (incl. EM)

Source: LGT Investment Services Europe
*all calculations based on a “Balanced” portfolio in USD including AI. For EUR and CHF portfolios weights differ for subclasses; over– and underweights apply analogously
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Graph 2: Current asset allocation preferences
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Equities: Positive earnings season and positive outlook for 2017
The focus of global equity markets currently lies on the corporate earnings season, rather than on political skirmishes and rising
uncertainties with regard to world trade and geopolitical tensions. Companies in the U.S. as well as in Europe were able to excel
market expectations. Last quarters’ earnings recession appears to be definitely over and growth should accelerate again. High market estimates of over 10% for the coming quarters are within reach again. The anticipated higher GDP growth on the backdrop of
an expanding U.S. fiscal policy and the connected reflation scenario continues to vivify the hopes and fantasies of equity investors.
In addition, market participants hope for friendlier U.S. corporate tax policies of the Trump administration and thus a backflow of
huge amounts of offshore assets back into the U.S., causing new investments, higher dividends or stock repurchases. A drop of
bitterness are the historically high valuation, being in the topmost quartile, and the very low volatility. Regarding the Trump administration, we expect the first 100 days in office to deliver enough critical situations for a potential spike in volatility.
Fixed Income: Tight range in U.S. Treasuries
The global fixed income markets are still in a consolidation period after the steep yield increase in the fourth quarter of 2016. Year
-to-date, particularly the market for U.S. government bonds is very rangebound and bobs up and down. Though it is expected that
the accelerated debt-friendly rhetoric of the Trump administration will move yields up at the long end of the yield curve. The capital markets anticipate further rate tightening on the part of the Fed in the first half of 2017. Up to three rate hikes until December
2017 could be quite possible. Of course this depends on the inflation pressure of the coming months. We think the U.S. central
bank is slightly behind the curve, which is not that inappropriate because reflation is crucial at the moment. We do not expect a
noteworthy positive return for a pure fixed income portfolio with governments bonds and hence keep our significant underweight.
Our preference for corporate bonds remains, although we do not expect to earn more than the carry. Likewise the investor will
probably not benefit anymore from a spread narrowing in high-yield bonds, as they trade on a very low level. In the hybrid segment, we still see potential within CoCos and subordinated bonds.
Currencies: The U.S. dollar still has potential
The U.S. dollar still owns upwards potential since the rate differential against the euro and especially the yen remains interesting.
However, the “fat” years for the Greenback – from 2014 to 2016 – are over. The potential in regard to fundamental factors like
purchasing power parity as well as balance of payments situation are limited in the middle and long term for the dollar. We anticipate the most appreciation potential for the U.S. dollar against the Japanese yen, and in the short term also for the British pound
on the backdrop of the upcoming Brexit negotiations. In the case of the euro and the Swiss franc, revaluation fantasies are limited,
particularly in the long term.

If you require further information or advise, please contact your LGT relationship manager.
Author: Thomas Wille, Senior Investment Strategist; Editor: David Wolf, Investment Writer

2/15/2017

Monthly Asset Allocation | February 2017

2/4

Disclaimer (risk information)
This publication is for your information only and is not intended as an offer, solicitation of an offer, or public advertisement to buy or sell any investment or other specific
product. Its content has been prepared by our staff and is based on sources of information we consider to be reliable. However, we cannot provide any confirmation or guarantee as to its being correct, complete and up to date. The circumstances and principles to which the information contained in this publication relates may change at any
time. Information that has been published should therefore not be understood as implying that no change has taken place since its publication or that it is still up to date.
The information in this publication does not constitute an aid for decision-making in relation to financial, legal, tax-related or other consulting matters, nor should any investment decisions or other decisions be made on the basis of this information alone. It is recommended that advice be obtained from a qualified expert. Investors should be
aware that the value of investments can fall as well as rise. Positive performance in the past is therefore no guarantee of positive performance in the future. Investments in
foreign currencies are also subject to fluctuations in exchange rates. We disclaim all liability for any loss or damage of any kind, whether direct, indirect or consequential,
which may be incurred through the use of this publication except in cases caused by intent or gross negligence. This publication is not intended for persons subject to legislation that prohibits its distribution or makes its distribution contingent upon an approval. Any person coming into possession of this publication shall therefore be obliged to
find out about any restrictions that may apply and to comply with them. In line with internal guidelines, persons responsible for compiling this report are free to buy, hold
and sell the securities referred to in this report.
Risk information for funds
The analysis was prepared by the Portfolio Management Department and not by an independent research unit. Thus, the information contained herein was not prepared in
accordance with legal requirements designed to promote the independence of investment research, and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Investment decisions of LGT Capital Partners Ltd., Pfäffikon and/or other LGT Group Companies may be based on the analysis provided herein.
LGT Capital Partners Ltd., Pfäffikon and/or other LGT Group Companies may receive retrocession/payments from the funds analyzed herein. Swiss Bankers Association Directives on the Independence of Financial Research do not apply. The Liechtenstein Ordinance of 3 July 2007 on the Preparation of Financial Analysis according to the Law
against Market Abuse in the Trading of Financial Instruments (Verordnung über die Erstellung von Finanzanalysen nach dem Marktmissbrauchsgesetz) will not apply.
Risk information for single stock/single bond recommendation
Responsibilities
LGT Bank (Switzerland) Ltd., Glärnischstrasse 36, CH-8027 Zurich, Switzerland. Responsible supervisory authority: Swiss Financial Market Supervisory Authority FINMA,
Laupenstrasse 27, CH-3003 Berne, Switzerland. Responsible for distribution within the meaning of article 8 FinMV [Financial Analysis Market Abuse Ordinance]: LGT Bank
Ltd., Herrengasse 12, 9490 Vaduz, Principality of Liechtenstein. Responsible supervisory authority: Liechtenstein Financial Market Authority (FMA), Landstrasse 109, P.O. Box
279, 9490 Vaduz, Principality of Liechtenstein. Responsible for distribution within the meaning of the Directives on the Independence of Financial Research from the Swiss
Bankers Association (SBA): LGT Bank (Switzerland) Ltd., Lange Gasse 15, CH-4002 Basel, Switzerland. Responsible supervisory authority: Swiss Financial Market Supervisory
Authority FINMA, Laupenstrasse 27, CH-3003 Berne, Switzerland. Responsible for distribution within the meaning of section 48f BörseG [Stock Exchange Act] and the circular regarding financial analysis in connection with the interpretation of section 48f Stock Exchange Act [Börsengesetz (BörseG)]: LGT Bank AG, Bankgasse 9, A-1010 Vienna,
Austria. Responsible supervisory authority: Financial Market Authority (FMA), Landstrasse 109, Postfach 279, 9490 Vaduz, Principality of Liechtenstein.
Precautions for avoiding and dealing with conflicts of interest
Staff from LGT Capital Partners Ltd., Pfäffikon, LGT Bank Ltd., Vaduz, LGT Bank (Switzerland) Ltd. and LGT Bank AG who are responsible for compiling and/or distributing
financial analyses are subject to the applicable compliance regulations as prescribed by law and supervisory legislation. In particular, measures to avoid conflicts of interest
were taken (e.g. checking information exchanged with other employees, independence of the remuneration of the employees concerned, preventing the exertion of influence
on these employees, compliance with rules on employee transactions, etc.). In addition, the handling of financial analyses is governed by an internal, group-wide directive
issued by LGT Group Foundation, Vaduz. Adherence to the respective compliance regulations and organizational instructions is monitored by a Compliance Officer. This
analysis has been compiled in accordance with the local legal provisions applicable to the institutions authorised to distribute it.
Reference regarding analysis history
If this analysis was made available to any issuers mentioned in the publication prior to its distribution or publication, no changes were made to the price or rating after the
issuer’s feedback. Important references for Liechtenstein pursuant to articles 3 to 6 FinMV [Financial Analysis Market Abuse Ordinance], additional references for Switzerland
pursuant to the Swiss Bankers Association Directives on the Independence of Financial Research, additional references for Austria pursuant to section 48 BörseG [Stock
Exchange Act], the Austrian analysis principles of the Österreichische Vereinigung für Finanzanalyse und Asset Management [Austrian Association for Financial Analysis and
Asset Management, ÖVFA] and the Austrian Society of Investment Professionals (ASIP) and the Standard Compliance Code of the Austrian banking sector).
Essential sources of information
Our recommendations are based on publicly accessible information we consider to be reliable. For the compilation of the analysis, publications by domestic and foreign
media and news services (e.g. Reuters, Bloomberg, VWD, etc.), business publications (e.g. FAZ, Handelsblatt, etc.), trade publications, statistics (e.g. Bilanz, X-Press, Börse,
Online, etc.), rating agencies (e.g. Fitch, Moody’s, Standard & Poor’s, etc.) were used, together with information from the issuer of the analysed securities – mainly via the
Internet, but also in writing (e.g. E-mail) or by telephone.
Reference regarding valuation rates
The rates used in the analysis are the share prices provided by the news agencies Reuters and/or Bloomberg at the close of the stock exchange of the domestic market of the
analysed security or the relevant principal market of this security on the respective local stock exchange on the eve of the day of compilation.
Explanation of investment recommendations for stocks
We employ a “hybrid approach” (fundamental analysis of us, followed by the “theScreener” using a technical approach). The assessment of theScreener need not to coincide
with that of the equity analysts. LGT Bank (Switzerland) Ltd. categorises its analysis recommendations into three ratings: Buy for shares where we expect a relative outperformance to their sector by a meaningful margin. For shares categorised as hold, we expect a performance largely in-line with their sector. Sell recommendations are based on
the expectation of relative underperformance to their sector by a meaningful margin. The ratings reflect a relative view on a share versus its sector. The risk assessment is
based on the individual judgement of the analyst (e.g. we consider that the risk is “high” for illiquid shares or for shares from developing countries).
Timeframe of planned updates: The news situation of the analysed companies is monitored continuously. If necessary (in the event of a major change of fundamental or
technical factors, as well as extraordinary events) an update, which is as current as possible, will take place. At periodic intervals, at least every quarter, there will be a new
evaluation of the analysis. This will also contain an update of automatically read-in financial ratios and chart analyses. The exclusive reading-in of financial ratios takes place
at shorter intervals (at least weekly) and independently of any new evaluation if no factors have arisen that would make a new evaluation necessary.
Reference regarding share valuation basis: The analyses compiled by LGT Bank (Switzerland) Ltd., Zurich, are essentially based on secondary research relating to fundamental
and technical analysis. The forecasts for the technical analysis are prepared with the help of mathematical-statistical procedures (see disclaimer for “theScreener”). Within
the context of company valuation, for the purposes of comparison, recourse is also taken to, among other things, statistical information from external primary research. As a
rule, their analyses use all of the generally known valuation methods, especially the following: multiplier models (price/earnings, price/cash flow, price/book value, EV/sales,
EV/EBIT, EV/EBITA, EV/EBITDA), peer group comparisons, historical valuation models, discounting models (DCF, DVAM, DDM), break-up value models or net asset value
valuation models. Moreover, the economic profit model is used for their recommendations. The valuation models depend on economic indicators such as interest rates,
currencies, commodities and on assumptions relating to the economy. The mood of the market also has an effect on company valuation. Moreover, the models are based on
expectations that may change quickly and without warning, depending upon developments specific to the industry. Therefore, the recommendations and price targets derived
from the models can also change accordingly. The investment decisions always refer to a period of 6 to 12 months. However, they are also subject to market conditions and
represent a snapshot of the situation. They may be achieved more quickly or more slowly or be revised upwards or downwards.
Explanation of investment recommendations for bonds
We employ a rating methodology which is based on both qualitative and quantitative rating factors, which are looked at from a business risk and financial risk perspective. In
our rating process, we use both historical and projected financial results as well as past and anticipated company and sector specific observations and trends.
Definition of rating categories of S&P and Moody’s which are relevant for us:
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AAA/Aaa:

Borrower with exceptionally strong credit quality. Extremely strong capacity to meet its financial commitments.

AA/Aa:

Borrower with very strong capacity to meet its financial commitments. It differs from the highest rated borrowers only in small degree.

A:

Borrower with strong capacity to meet its financial commitments but is somewhat more susceptible to the adverse effects of changes in circumstances and
economic conditions than borrowers in higher rated categories.

BBB/Baa:

Borrower with adequate capacity to meet its financial commitments. However, adverse economic conditions or changing circumstances are more likely to lead
to a weakened capacity of the borrower to meet its financial commitments.

BB/Ba:

Borrower with weak credit quality. Major ongoing uncertainties and exposure to adverse business, financial, or economic conditions could lead to the borrower’s inadequate capacity to meet its financial commitments.

B:

Borrower with very weak credit quality. Adverse business, financial, or economic conditions will likely impair the borrower’s capacity or willingness to meet its
financial commitments.

For more information on our methodology for bonds please contact your LGT relationship manager or the next LGT Group Company.
Country specific information
LGT Funds
The current full prospectus, the Key Investor Information Document (KIID) and the current annual and semi-annual reports can be obtained free of charge from the fund
administrator as well as under following addresses: Paying agent in Austria: Erste Bank der österreichischen Sparkassen AG, Graben 21, A-1010 Wien; Liechtenstein: LGT
Bank Ltd., Herrengasse 12, FL-9490 Vaduz and as an electronic version at www.lafv.li; Representative for Switzerland: LGT Capital Partners Ltd., Schützenstrasse 6, CH-8808
Pfäffikon, main distributor and paying agent for Switzerland: LGT Bank (Switzerland) Ltd., Lange Gasse 15, CH-4002 Basel.
Third party funds
Austria: This investment advice is only in connection with the current KIID, prospectus valid.
Risk information for US assets
This investment proposal might contain US assets located in the USA (known as “US-situs assets”) which might trigger US inheritance tax consequences. This means for
example that the estate of the decedent neither domiciled in the USA, nor with US citizenship might become liable to pay tax to the US Tax Department. Apart from a ceiling
that applies to non-US citizens, non-US citizens may enjoy tax exemptions and reductions if they are entitled to benefit from a double taxation agreement (DTA), which provides for such relief. The bank recommends that clients employ a qualified tax advisor for further information on US inheritance tax and the associated reporting obligations
and tax liabilities in the USA. The bank does not automatically report to the Internal Revenue Service (IRS), the US tax authority.
Information related to LGT (Middle East) Ltd.
This publication has been distributed by LGT (Middle East) Ltd. Related financial products or services are only available to Professional Clients as defined by the Dubai Financial Services Authority (DFSA). LGT (Middle East) Ltd. in the Dubai International Financial Centre (Registered No. 1308) is regulated by the DFSA. LGT (Middle East) Ltd. may
only undertake the financial services activities that fall within the scope of its existing DFSA license. Principal place of business: The Gate Building (West), Level 2, Dubai
International Financial Centre, P.O. Box 506793, Dubai, United Arab Emirates.
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