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Our guest article this quarter is written by James Arbib of RethinkX on the
revolutionary potential of driverless electric cars. It’s an area that presents
opportunities for long‐term growth and wider benefits for society, and it’s a
theme which we at Hottinger Group have been following closely.
As the economy moves away from car ownership to “transport as a service”,
the average American family will save more than $5,600 per year, equivalent
to a wage raise of 10%.
We look forward to welcoming James Arbib to discuss the theme at a forth‐
coming apéro. Contact your relationship manager for more information.
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Economic Highlights



In our Macro View, we review the continuing strength of the global economy
but raise questions over its sustainability.



Central banks face a dilemma. Easy credit is causing concerns about financial
stability, but aggressive tightening may expose bad debt and engineer a re‐
cession.

 Euro area annual GDP reaches 2.3%, and is projected to
end the year above 2%.



In the Investment Outlook, we review how the unwinding of the ‘Trump
Trade’ has had positive effects on emerging market debt and equities.



We think it may only be a matter of time before inflation in developed mar‐
kets becomes an issue putting upward pressure on rates and downward
pressure on financial asset prices.

 Wage growth in the United
States accelerated to 2.9% in
September, with core inflation moving up.



However, we believe that strong global growth will continue to support eq‐
uities and that the tightening bias of central banks will make corporate and
high yield bonds look more expensive.

Bitcoin rally in 2017 seems to be ending

 Global growth reaches 4.0%
for Q3.

 Unsecured household debt in
the UK grew by 16% to
£201.5bn in the last 5 years.
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Key Issues in Charts
Chinese 10 year Corporate Bonds
5.0



10-year bond yields in China have been rising throughout
2017 as the authorities clamp down on excess lending.



Concern about the effect of more expensive debt on the in‐
ventory cycle and corporate balance sheets caused the Peo‐
ple’s Bank of China to ease inter-bank lending rates in Sep‐
tember.



If house price growth in the major cities moves into negative
territory, further easing in policy is possible – but only if the
authorities are satisfied with risk to financial stability.
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S&P 500 vs Value Line—FAANG Stocks Outperform



The S&P 500 has significantly outperformed the Value Line
Index, which measures the average American firm. This is
largely attributable to the performance of FAANG technol‐
ogy stocks – Facebook, Amazon, Apple, Netflix and Google.
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With trailing P/E ratios about 200 for some of these firms,
FAANG stocks look exceptionally overvalued.



Long-term risks to the FAANGs include the threat of breakup by anti-trust bodies concerned with the degree of con‐
centration in the technology industry.
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EUR/USD (12 months to date)
1.25



As fundamentals in the euro area improve, and with the euro
significantly undervalued viz-a-viz the dollar, there is scope for
the euro rally to continue into 2018.



We think the fair value of EUR/USD is 1.24, but historically
after periods of euro undervaluation, the currency can over‐
shoot fair value for some time.



In the short term, however, we expect the dollar to strengthen
to reflect the earlier tightening schedule of the Federal Re‐
serve, as rates rise on US treasuries.
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Driverless electric cars will transform our
economy and society
A new wave of disruptive technologies – whether that be artificial intelligence,
robotics or gene editing – is upon us. One particularly exciting area is how the
development of autonomous electric vehicles (A-EV) will create a market that
will upturn the huge existing economy of car ownership. It’s an area that pre‐
sents opportunities for long-term growth and wider benefits for society, and it’s
an area which we at Hottinger Group have been following closely. Our guest arti‐
cle this quarter is written by James Arbib of RethinkX, an independent think tank
that analyzes the scope, speed and scale of technological disruption. You can
read the full report at www.rethinkx.com.
INTRODUCTION
We are on the cusp of one of the fastest, deepest, most consequential disrup‐
tions of transportation in history. By 2030, within 10 years of regulatory approval
of autonomous vehicles (AVs), 95% of U.S. passenger miles travelled will be
served by on-demand autonomous electric vehicles owned by fleets, not individ‐
uals, in a new business model we call “transport-as-a-service” (TaaS). The TaaS
disruption will have enormous implications across the transportation and oil
industries, decimating entire portions of their value chains, causing oil demand
and prices to plummet, and destroying trillions of dollars in investor value. But it
will also create trillions of dollars in new business opportunities, consumer sur‐
plus and GDP growth.

“By 2030, 95% of U.S.
passenger miles travelled will be served by
on-demand autonomous electric vehicles.”

THE TRANSITION TO AUTONOMOUS VEHICLES
The disruption will be driven by economics. Using TaaS, the average American
family will save more than $5,600 per year in transportation costs, equivalent to
a wage raise of 10%. This will keep an additional $1 trillion per year in Ameri‐
cans’ pockets by 2030, potentially generating the largest infusion of consumer
spending in history.
The approval of autonomous vehicles will unleash a highly competitive marketshare grab among existing and new Pre-TaaS (ride-hailing) companies in expecta‐
tion of the outsized rewards of trillions of dollars of market opportunities and
network effects. Pre-TaaS platform providers like Uber, Lyft and Didi are already
engaged, and others will join this high-speed race. Winners-take-all dynamics
will force them to make large upfront investments to provide the highest possi‐
ble level of service, ensuring supply matches demand in each geographic market
they enter.

“The average American
family will save more
than $5,600 per year in
transportation costs,
equivalent to a wage
raise of 10%.”

In this intensely competitive environment, businesses will offer services at a
price trending toward cost. As a result, their fleets will quickly transition from
human-driven, internal combustion engine (ICE) vehicles to autonomous electric
vehicles (A-EV) because of key cost factors, including ten times higher vehicleutilization rates, 500,000-mile vehicle lifetimes (potentially improving to 1 mil‐
lion miles by 2030), and far lower maintenance, energy, finance and insurance
costs.
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Car manufacturers will have options to adapt, either as low-margin, highvolume assemblers of A-EVs, or by becoming TaaS providers. Both strategies
will be characterized by high levels of competition, with new entrants from
other industries. The value in the sector will be mainly in vehicle operating
systems, computing platforms and the TaaS platforms. Other revenue sources
include advertising, data monetization, entertainment and product sales.

70%

Meanwhile, consumer demand for new vehicles will plummet: 70% fewer pas‐
senger cars and trucks will be manufactured each year. This will result in total
disruption of the car value chain, with car dealers, maintenance and insurance
companies suffering almost complete destruction.
ADOPTION OF TAAS WILL NOT BE A PROBLEM

“70% fewer passenger cars
and trucks will be manufactured each year.”

“Transport-as-a-service (TaaS)
will offer vastly lower-cost
transport alternatives — four
to ten times cheaper per mile
than buying a new car “

Transport-as-a-service (TaaS) will offer vastly lower-cost transport alternatives
— four-to-ten times cheaper per mile than buying a new car and two-to-four
times cheaper than operating an existing vehicle in 2021. Adoption will start in
cities and radiate outward to rural areas. Non-adopters will be largely restrict‐
ed to the most rural areas, where cost and wait times are likely to be higher.
Behavioural issues such as love of driving, fear of new technology or habit are
generally believed to pose initial barriers to consumer uptake. However, PreTaaS companies such as Uber, Lyft and Didi have invested billions of dollars
developing technologies and services to overcome these issues. In 2016, PreTaaS companies drove 500,000 passengers per day in New York City alone. In
the end, cost savings and convenience will be the key factors in driving con‐
sumers to adopt TaaS.
The combination of TaaS’s dramatically lower costs compared with car owner‐
ship and exposure to successful peer experience will drive more widespread
usage of the service. Adopting TaaS requires no investment or lock-in as con‐
sumers can try it with ease and increase their usage freely. High vehicle utiliza‐
tion (each car will be used at least 10 times more than individually owned cars)
will mean that far fewer cars will be needed in the U.S. vehicle fleet, and there‐
fore there will be no supply constraint to the speed and extent of TaaS adop‐
tion that we forecast.
Taken together, our analysis forecasts a very fast and extensive disruption:
TaaS will provide 95% of the passenger miles travelled within 10 years of the
widespread regulatory approval of AVs. By 2030, individually owned ICE vehi‐
cles will still represent 40% of the vehicles in the U.S. vehicle fleet, but they will
provide just 5% of passenger miles.
WIDER BENEFITS
Many of the benefits of TaaS are economic. TaaS will dramatically lower trans‐
portation costs; create trillions of dollars in consumer surplus; generate return
on investment, productivity gains, time savings, reduced infrastructure costs
and GDP growth.
But other benefits are social and environmental. TaaS will increase mobility
and access to jobs, education and health care (especially for those restricted in
today’s model, like the elderly and disabled); reduce traffic deaths and injuries;
increase access to mobility; and reduce emissions. Autonomous electric vehi‐
cles and TaaS together can revolutionise society.

James Arbib is Co-Founder of RethinkX
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Macro View
In the last three months, the global economy has continued to grow strongly.
Overall world GDP rose by an annualised 4.0% in Q3 over the previous quarter.
Activity in Europe and the US has held up and there has been acceleration in
activity in emerging markets.
Yet, while economic performance is improving in almost every region, it is too
soon to say that the economy is exactly firing on all cylinders. Global debt, ac‐
cording to the IMF, is now over three times the world’s economic output and
has grown in value by $75trn in the last decade to $225trn. As we review the
situation in the major world regions, the growing risks of credit to economies
will become an apparent theme.
United Kingdom — The fundamentals of the UK economy are weak. With
productivity growth remaining flat, growth has been driven by a rising popula‐
tion, dissaving and big increases in consumer credit.
GDP rose by 0.3% in Q2, while the growth estimate for Q1 was revised up‐
wards to 0.3%. Inflation has continued to tick up – to 2.9% in September – as
the weak pound feeds through into higher import and energy prices. The
cheaper currency, though, has been favourable to export-facing manufactur‐
ers, with industrial production growing at an annualised 1.6% rate.

10 -13

“Unsecured household
debt has grown by 16% to
£201.5bn in the last 5
years.”

However, almost 80% of the UK’s economic output comes from a services sec‐
tor that – with the exception of tourism – either relies on domestic consump‐
tion or competes internationally on non-price factors. Falling real incomes,
record low savings rates and rising levels of consumer credit have already put
a squeeze on domestic consumption. Unsecured household debt has grown by
16% to £201.5bn in the last 5 years, and the Office of Budget Responsibility
predicts this figure will reach 47% of income by 2021, as the costs of higher
interest rates kick in.
Meanwhile, continued uncertainty over the Brexit discussions threatens not
just manufacturing firms but those export-facing parts of the service sector,
such as financial services, which depend on access to the European Single Mar‐
ket.
This all means that while certain parts of the economy are showing signs of
strength, growth is expected to come in at less than 1.5% this year, relatively
weak compared to recent performance and the improving conditions else‐
where.
The Bank of England therefore finds itself in an unenviable position. The Bank
would prefer to respond to inflation that is increasing for conventional rea‐
sons, such as rising labour costs on the back of a strong economy. But instead
it finds itself contemplating raising rates to take out the inflationary pressures
from a pound whose continued weakness is closely tied to the outlook of the
Brexit process, at a time when confidence, as indicated business surveys, is
softening, and in a situation where consumers are increasingly debt-distressed
and less able to handle a rise in interest rates. If Brexit turns sour, the UK’s
persistent current account deficits will begin to look unsustainable. This will

“The Bank of England therefore finds itself in an unenviable position.”
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weaken the pound further, create more inflation and restrict credit to everhungry consumers.

1.7%

“Core inflation at 1.7% in
September remains below
the Fed’s 2% target, despite the unemployment
rate continuing to fall (to
4.2% in October) .”

United States – In the third quarter, the US was hit by a number of hurricanes
whose effects have begun to show up in the data. Payroll numbers fell in Sep‐
tember and growth figures for Q3 are expected to come in below recent levels.
The economy is likely to snap back at the end of the year, so the Federal Re‐
serve is ‘looking past’ the Q3 numbers. There is however one area that contin‐
ues to puzzle Janet Yellen and her fellow central bankers: wage growth and
inflation.
Core inflation at 1.7% in September remains below the Fed’s 2% target, despite
the unemployment rate continuing to fall (to 4.2% in October) and growth
strong (at 3.1% in Q2). Wage growth picked up in September to 2.9% year-onyear, but it remains to be seen whether this is a sustainable rise or simply re‐
flects the absence from the survey of low-skilled workers hit by the bad weath‐
er. The Fed believes unemployment is below its natural long-term average,
which means inflation should start to move upwards.
If they are wrong, however, it will give more credence to the idea that low in‐
flation in the US has been the result of structural changes in the economy that
have reduced the natural rate – such as increased competition, globalisation,
automation — and changed the nature of work. On the other hand, fluidity in
the participation rate – which still remains below pre-crisis levels – suggests
that the real rate of unemployment in the US may be rather higher.
Nevertheless, the Fed is keen to raise rates, even if inflation does not rise, due
to concerns about financial stability. There are good reasons for this but there
are risks too. Corporate debt as a share of GDP has risen sharply since the fi‐
nancial crisis and is concentrated in firms and sectors that invest heavily but do
not hold large piles of cash – such as Oil & Gas, Industrial Goods and
Healthcare. While credit in the US is still easily available, credit acceleration –
which is linked to demand and employment – has slowed, and the economy
has become more reliant on debt to drive growth.
Therefore, should the Fed turn off the spigots too soon and push up credit
costs, they could not only expose bad debt in corporates but may engineer an
early recession. Knowing this, their rationale for credit tightening has to be to
prevent something worse down the line, such as another financial crisis driven
by widespread credit misallocation. These concerns are a particular preoccupa‐
tion of economists at the Bank of International Settlements and they are not
unwarranted.

“The potential for inflation
surprise, notwithstanding
the strengthening euro,
may bring forward the expected start of the ECB’s
unwinding of monetary
stimulus.”
6

Euro Area — The Eurozone continues to enjoy a broad-based recovery. Growth
has been above the area’s 1.2% trend rate for the last three years and is ex‐
pected to settle around 2% for the next two years. The Eurozone is unique in
that inflation leads wages, and historically as production accelerates, compa‐
nies quickly hit capacity constraints and push prices higher.
The potential for inflation surprise, notwithstanding the strengthening euro,
may bring forward the expected start of the ECB’s unwinding of monetary
stimulus. In the short run, the Governing Council is likely to reduce the pace of
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purchases to around €35-40bn per month, but this could easily change if core
inflation picks up further. Given the importance of ECB’s monetary stimulus,
through capital outflow, in supporting the US Treasuries in the last two years,
early ECB tapering could increase risks for the Federal Reserve’s own pro‐
gramme of Quantitative Tightening. Coordinated tightening may take too
much liquidity out of the global system too quickly.
However, the ECB is also concerned about excess credit, particularly the
amount of bad debt in the banking system and its concentration in Italy. Lend‐
ers directly supervised by the ECB are exposed to sour loans worth €915bn, or
about 4% of total exposure. Italian banks have €326bn (36%) in exposure to
non-performing credit. In September, the ECB called for banks to cover the
unsecured portion of all bad debt within two years, and for all of it within sev‐
en years. This threatens to cut credit supply and raise the cost of holding debt
for banks, as only around half of Eurozone bad debt is covered by borrowers’
collateral.
In his last interview as German finance minister Wolfgang Schäuble warned
about the twin risk of new bubbles driven by central bank credit and the risk to
Eurozone stability of non-performing loans on banks’ balance sheets. It is diffi‐
cult to see how either of these issues can be resolved without reducing growth
in the global economy.
China — Despite a period of monetary tightening in China that has pushed up
bond yields and put breaks on credit growth, the economy has maintained a
level of performance close to the government’s target of 6.5% annual growth.
New orders and production indices look strong on the back of robust domestic
demand, while export growth accelerated to 8.1% year-on-year in September.
With the all-important 19th National Congress under way, the government will
be keen to prevent any material slowdown in growth, and indeed at the end of
September the PBoC announced a selective interest rate cut for small busi‐
nesses, effective in 2018.
Risks to the Chinese economy again are also credit related. House price infla‐
tion – typically a proxy for consumer spending – has fallen considerably on the
back of tighter conditions and could possibly go into negative territory by the
end of the year. While reforms have reduced credit reliance, corporate debt
levels, at 170% of GDP, are still very high. Meanwhile, the risks from overex‐
tension in the State-Owned Enterprise sector and within local governments
remain.

“Italian banks have
€326bn (36% of Eurozone total) in exposure
to non-performing credit.”

“China’s “export growth
accelerated to 8.1% year
-on-year in September.”

Conclusion – On conventional measures, the global economy seems to be in
rude health. In many places, growth looks stable, unemployment is low and
falling. and inflation remains under control. But on closer inspection it is hard
to shake the concern that the current state of affairs depends on a precarious
relationship with credit and debt creation. For this reason we can offer only
two cheers for the global recovery.

7

Global Insights, October 2017

Investment Outlook
The third quarter is notoriously a period when financial market volumes are
significantly reduced as the majority of participants are absent at some point,
enjoying some vacation time. This can lead to increased volatility should
events create nervousness amongst those who are left and investment oppor‐
tunities in some situations. However, despite the serious events that took
place over the summer months including the Saudi blacklisting of Qatar; the
US / North Korea crisis; Hurricanes Harvey and Irma plus the German election
result, the markets remained largely unruffled. It would seem that macroeco‐
nomic and geopolitical events are first and foremost reflected in the currency
markets.

“The perceived future path
of Brexit and Theresa May’s
political management have
been the main influence on
sterling so far this year.”

As an example, it could be argued that the perceived future path of Brexit and
Theresa May’s political management have been the main influence on sterling
so far this year. The general election announcement occurred at the height of
sterling versus euro of 1.1885 before the loss of a majority caused sterling to
fall 8.6% to a new low in August of 1.0857. A combination of May’s Florence
address and comments from Governor Mark Carney hinting that the weak
currency may bring the tightening of rates forward to November caused a
4.5% rally in September back to 1.1341.

GBP-EUR Cross Spot (year to date)

1.21
1.19
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1.15
1.13
1.11
1.09
1.07
Source: Bloomberg

“The 8.9% fall in the Dollar
Index so far this year has had
a positive effect on global
liquidity.”

Following the realisation that the Trump reflation trade would not be forth‐
coming, the 8.9% fall in the Dollar Index so far this year has had a positive
effect on global liquidity and is probably the main reason behind the 25.5%
and 7.80% rally in Emerging Market equities and debt respectively. However,
should the Trump administration manage to manoeuvre itself back on track
with a focus on tax reform coupled with a more hawkish tone from the Fed,
the dollar’s fortunes will reverse. Thus, the significant outflows from this asset
class seen this quarter could prove well-timed.
The geo-political events of the summer also benefitted precious metals caus‐
ing gold to rally 3.1% over the quarter, hitting its year high in August of
$1321.40. As the developed world moves to a tightening environment and the
US looks to raise rates that may prove to be dollar supportive in the medium
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term, this scenario does not normally favour further gains in gold. Elsewhere
in commodity markets, Hurricane Harvey had a bigger effect on US gasoline
prices, as refineries were temporarily closed, than on oil itself, which has re‐
mained range bound between $45 and $60 for most of the year.
Central Bank rhetoric would indicate that we have moved on from a period of
deflation to a tightening environment whether that is by the reversal of quan‐
titative easing (QE) or the raising of interest rates. Interest rates are at record
lows, thereby encouraging investors to buy riskier assets, forcing prices to ever
higher valuations. The MSCI World Index of global equities surpassed the 2000
level in US dollar terms for the first time since its inception in 1969 rising 2.1%
in September, its eleventh consecutive month of positive returns. The low or
negative developed world government bond yields have been a fixture of the
last couple of years but, according to Goldman Sachs, European High Yield
Corporate bonds on average are now yielding less than their corresponding
dividend yields.
MSCI World (since inception)
2000

“The MSCI World Index of
global equities surpassed
the 2000 level in US dollar
terms for the first time
since its inception in 1969.”
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Despite the expensive nature of US stocks, multiples for global equities seem a
lot less stretched. Barclays calculate that when using Schiller P/E values, the US
equity market at 30x has only been this expensive twice in the past, just before
the 1929 Great Depression and during the Technology Bubble of 2000. By con‐
trast European Schiller P/E’s are about 17x and Emerging Markets are only on
15x.
Equities have been supported by synchronized global growth, positive activity
surprise, improving earnings expectations and liquidity buoying sentiment. The
relative valuation of equities coupled with the consistent growth in earnings
per share, cheap debt and the continued support of QE could be a justification
for the support that equity markets, particularly in Europe and the US, are re‐
ceiving from investors. The nuclear threat posed by the standoff between Pres‐
ident Trump and Kim Jong Un caused two days of uncertainty before markets
recovered and continued to drift higher.

“When using Schiller P/E
values the US equity market at 30x has only been
this expensive twice in the
past, just before the 1929
Great Depression and during the Technology Bubble
of 2000.”

Despite the stability in financial markets many investors are left with an un‐
comfortable feeling that valuations are unsustainable and we are long overdue
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a correction. However, expensive valuations alone do not necessarily cause
corrections, but it is also likely that if the US equity market were to do so then
other regions would also be affected despite cheaper valuations.

“Recoveries rarely die of old
age but require a combination of catalysts in order to
unwind.”

“The rally so far this year
has seen the S&P500 up
12.5% and has been led by
Technology and internetbased retail companies.”

Peter Oppenheimer, Goldman Sachs Chief Global Strategist, outlined in a re‐
cent Financial Times article three types of bear market — Cyclical, event-driven
and structural . Cyclical bear markets are normally triggered by higher interest
rates due to fears of an economic or profit downturn, triggering 30% equity
market retracements on average with a five year recovery cycle. Event-driven
bear markets are normally associated with a single geopolitical shock causing a
short, sharp reaction in financial markets. Finally, Structural bear markets nor‐
mally require a decade to recover from and can often experience pullbacks of
50% or more.
The overriding message is that recoveries rarely die of old age but require a
combination of catalysts in order to unwind. High valuations, full employment
and consistent growth are already in place in many G7 economies but the
missing factor is core inflation. The US Federal Open Market Committee has
been at a loss to explain the lack of follow through in wage pressures with such
a tight labour market and in the UK the unemployment rate at 4.3% is at the
lowest level since 1975. It may only be a matter of time before inflation in the
real economy becomes an issue putting upward pressure on rates and down‐
ward pressure on financial asset prices. The implementation of QE created a
significant rally in financial assets so it would not be surprising if the gradual
withdrawal of QE if not handled skilfully by central bankers were to have the
opposite effect.
Until investors can find a catalyst that will justify their lack of confidence in the
continuing rally, the likelihood is that this scenario will continue. As the Trump
administration turns its attention to tax reform it is more likely that any policy
changes would boost earnings for US companies, and the re-rating of European
equities is also based on improved earnings. The rally so far this year has seen
the S&P500 up 12.5%, which has been led by Technology and internet-based
retail often referred to as the FAANGs in the US (Facebook, Amazon, Apple,
Netflix, and Google). It is likely that this rather narrow focus will widen to ben‐
efit Consumer Discretionary, Industrials and Financials more than Consumer
Staples, Utilities and Healthcare.
To summarise, equities continue to be the investment of choice on a relative
basis with expensive valuations being supported by an earnings recovery and
cheaper markets re-rating in a reasonably benign environment. The move by
central banks to a tightening bias should continue to see government bond
yields grind higher while corporate and high yield bonds look expensive in
comparison to equity dividend yields despite very low default rates. Investors
remain nervous of US equity valuations and the consequences of a retrace‐
ment for all markets but currently are unable to pinpoint a likely catalyst, while
geopolitical shocks tend to cause short lived market reactions rather than sus‐
tained bear markets.
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Important Information
This document is a marketing communication and has been issued for the purposes of United Kingdom Regu‐
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ment’s FCA firm reference number is 208737. For further details on Hottinger Investment Management’s reg‐
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corporated as a Private Limited Company in England and Wales under the registration number 1573969 and
has its registered office at 27 Queen Anne’s Gate, London SW1H 9BU.
Hottinger Investment Management is a member of the Financial Services Compensation Scheme (FSCS) estab‐
lished under the Financial Services and Markets Act 2000. (FSMA) Further details of the FSCS are available on
request. Should you wish to make a complaint, please contact the Compliance Officer at Hottinger Investment
Management in the first instance but you may refer your complaint to the Financial Ombudsman Service
(FOS). Further details of FOS are available on request.
All sources are Hottinger Investment Management unless otherwise stated. The views expressed are as at the
date of this document, and are a general guide to the views of Hottinger Investment Management. Commen‐
tary is at a macro or strategy level and is not with reference to any specified financial instrument. Any market
or investment views expressed are not intended to be investment research. This document has not been pre‐
pared in line with the requirements of any jurisdiction designed to promote the independence of investment
research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.
Copying any part of this communication without the written permission of Hottinger Investment Manage‐
ment is prohibited. Care has been taken to ensure the accuracy of its content, but no responsibility is accept‐
ed for any errors or omissions herein.
Please note that capital is at risk with any investment. The potential for profit is accompanied by the possibility of loss. Investments do not guarantee a return, and the value and the income from them can fall as
well as rise, so that you may not realise the amount originally invested. Asset allocation, diversification and
rebalancing strategies do not insure gains nor guarantee against loss. The use of leverage, shorting, and
derivative strategies may accelerate the velocity of the potential losses. The use of currency strategies involves additional risks. Where an investment is denominated in a currency other than sterling, changes in
exchange rates between currencies may cause the value of investments to go up or down. Past performances should not be seen as an indication of future results. The levels of taxation depend on individual
circumstances of the investor and the law, and the value of tax reliefs are those which currently apply.
This document is for information only and has been prepared on a confidential basis for the sole use of the
designated recipient and for limited distribution to the clients and affiliates of Hottinger Investment Manage‐
ment. In jurisdictions other than the United Kingdom, this document may be provided by an affiliate of
Hottinger Investment Management. Use or distribution by any other person is prohibited. There may be laws
and or regulatory rules that apply to or restrict the transmission or distribution, directly or indirectly, of this
document in other jurisdictions. Any person into whose possession this document falls should inform them‐
selves about such conditions, and observe any such legal or rule applications or restrictions. Any failure to
comply with such legal or rule applications or restrictions may constitute a violation of the laws or rules of
any such other jurisdictions.
It is your responsibility to be aware of and observe all applicable laws and regulations of your relevant juris‐
diction. No responsibility to any third party is accepted as this document has not been prepared and, is not
intended, for any other purpose.
The information contained in this document does not constitute a distribution; nor should it be, under any
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any loss howsoever arising from any error, omission or inaccuracy in the material provided and from the use of
this document or any of its contents or otherwise arising in connection therewith.
Any forecasts, opinions and or estimates and expectations contained herein or expressed in this document are
based on current forecasts, opinions and or estimates and expectations only, and are considered “forward look‐
ing statements”. Actual future results, however, may be different from expectations. The views, forecasts, opin‐
ions and or estimates and expectations expressed in this document are a reflection of Hottinger Investment Man‐
agement’s best judgment at the time this document is compiled. No responsibility or liability shall be accepted
for amending, correcting, or updating any information or forecasts, opinions and or estimates and expectations
contained herein. Furthermore, these views are not intended to predict or guarantee the future performance of
any individual security, asset class or investment strategy, markets generally, nor are they intended to predict
the future performance of any Hottinger Investment Management account, portfolio or fund.
Some of the views and forecasts, opinions and or estimates and expectations expressed in this document may
not necessarily those of Hottinger Investment Management and they cannot be held to represent Hottinger In‐
vestment Management’s forecasts, opinions and or estimates and expectations on the credit-worthiness or in‐
vestment profile of the securities, financial instruments, companies, countries, industries, investment manage‐
ment companies and or fund managers mentioned in this document.

