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Three (3)

1. Is three the most important number to humanity?
The number three appears absolutely everywhere.

In Christianity, the Holy Trinity is made up of the Father, the
Son and the Holy Spirit, and it is believed that Jesus Christ died
at 3pm. In popular culture, there are many examples of the
number three, such as the Three Musketeers, the Three
Stooges and the Three Amigos. The phrases “Good things
come in threes” (and so do bad things) and “third time lucky”
are also popular sayings. The Greek Pythagoras gave the
number three extra significance when he discovered the
Pythagorean theorem 2,500 years ago. In Greek mythology,
there were three main gods: Zeus, Poseidon and Hades. Norse
mythology has three realms: Niflheim, Midgard and Asgard.
The Norse gods Odin, Thor, Freyr and Freyja all have three
weapons. The number three also represents important life
events: birth, life and death. In astrology, the number three is
linked to Jupiter, the planet of joy, abundance, success, good
fortune and wisdom. In tarot, the third card is the Empress
card, which is connected to abundance, creativity, life force,
growth and optimism. In art and photography, we often
follow the rule of thirds. Even the business cycle is often
divided into three phases: expansion, peak and recession;
depression, trough and recovery.
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Financial markets are always doing one of three things: going
up, staying the same or going down. The same can be said of
interest rates and inflation. So, does this mean that we only
have a 33.33% chance of getting financial predictions right?
While equities have historically outperformed other asset
classes over the long term, there have been periods when
they have underperformed, such as the 1970s and late 1920s.
What if you just happen to hit a period like that? Or what if
you pick the wrong stocks or the only indices that don’t go
up? Perhaps 33.33% is the best we can hope for from a bigger
picture level? If | told you that if you drove to work in the
morning you had a 33.33% chance of getting there safely, | am
not certain you would go! So how do we narrow the odds and
load the dice in our favour? The answer is, of course,
threefold:

e Maintaining perspective
e Thinking differently (with humility)
e Looking at the micro (research)

2. Three observations on the bond and equity markets

One: S&P 500 still in a bear market
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Chart 1: S&P 500, 5-year chart, 3 October 2023. Source:
www.bloomberg.com
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The S&P 500 is still in a bear market, as the old 2022 highs
have not yet been taken out. This means that the overall stock
market is still trending downwards.

Two: is the Euro Stoxx 50 in a new bull market?
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Chart 2: Euro Stoxx 50, 5-year chart, 3 October 2023. Source:
www.bloomberg.com

The Euro Stoxx 50 is a European stock market index. The 5-
year chart above seems to suggest that it is in a new bull
market cycle now that the old 2022 highs have been
surpassed.

Three: is Europe undervalued?
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Chart 3: Euro Stoxx 50 since 1985, 3 October 2023. Source:
www.bloomberg.com

In the long term, the same Euro Stoxx 50 has never fully
recovered since the 2000s. With generally negative sentiment
towards European stocks compared to their US counterparts,
does Europe have much further to run?

European stocks are cheaper than their US counterparts, with
a price-to-earnings (PE) ratio of 11.44 and a dividend yield of
3.59%, compared to the 10-Year Bund yield of 2.91%. Could
this be a story similar to David and Goliath?

The S&P500 has a PE ratio of 19.53 and a dividend yield of
1.61%, compared to the US 10-Year Treasury yield of 4.68%.
Is this relatively risk-free rate bar too high for US equities to
climb?
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Chart 4: US 10-Year Treasury Yield, 5-year chart, 3 October 2023.
Source: www.bloomberg.com

The market also seems challenging for those investors
attracted by government bonds, especially US bonds. The
dramatic rise in the yields of US 10-year government bonds,
summarised in the chart above, caused the price of existing
bonds to fall, thus generating losses and stress for such
investors.

However, this Loki-like market could be less daunting if you
obtain some distance and a more realistic perspective.
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Chart 5: US 10-Year Treasury Yield, 60-year graph, 3 October 2023.
Source: www.bloomberg.com

3. Conclusion

“Foreign debts,
Homeless vets, Aids,
Crack, Bernie Goetz
Hypodermics on the shore,
China’s under martial law
Rock and roller, cola wars, | can’t take it anymore
We didn’t start the fire
It was always burning since the world’s been turning
We didn’t start the fire
But when we are gone it will still burn on”

[Billy Joel — We didn’t start the fire].
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In conclusion, things are perhaps not as scary as they seem After all, with the US 10-Year Treasury yield averaging 5.86%,
and are just returning to the longer-term norm. Of course, and in many instances significantly higher, the world,
normal can be scary for those investors who have only economies and markets have done just fine.

known declining bond yields for the past 20 years: at least

now they are gaining a different perspective! It is possible ...and no, it was not a coincidence that this Navigator was
that the US 10-year Treasury yield will rise above 5% and structured in three parts: after all, every good story needs a
remain elevated for a significant period of time, as beginning, a middle and an end. Three again!

inflation remains above central bank targets.

Central banks have warned market participants that this
would happen, but not many have been listening. The
constant volatility in both bond and equity markets on the
back of economic data and central bank rhetoric shows
that perhaps people are just gambling on the outcome
they want to happen.

The Navigator has been written by:
Peter Ahluwalia
Chief Investment Officer

Another plausible explanation is that maybe investors are
going through the five stages of grief as postulated by the
Swiss-American psychiatrist Elisabeth Kiibler-Ross: denial,
anger, bargaining, depression and acceptance. It is of
course difficult to pinpoint exactly where markets are in
this cycle. Our guess is that we are perhaps in the

bargaining stage, heading towards depression. But for
things to truly stabilise we need to get to the acceptance
phase.

Disclaimer
Important Information

The information in this material has been approved by swisspartners Advisors Ltd. (“swisspartners Advisors”). As a firm providing discretionary asset management services to U.S. clients,
swisspartners Advisors is registered under the U.S. Investment Advisers Act of 1940 with the U.S. Securities and Exchange Commission (“SEC”) as an investment advisor. Nothing in this material
is a recommendation that you purchase, sell, subscribe or hold, or an offer or solicitation of a purchase or sale of any security, futures, options, other financial instruments or other investment,
that you pursue any investment style or strategy or buy any other product or service. The value of, and income from, your investments may vary because of changes in interest rates or foreign
exchange rates, securities prices or market indexes, operational or financial conditions of companies or other factors. This material does not take into consideration the specific investment
objectives, financial situation or particular needs of any person that enters into a relationship with swisspartners Advisors. Nothing in this material is or is intended to be investment, accounting,
tax or legal advice. You should consult with your own advisors concerning such matters. swisspartners Advisors does not provide legal, tax or accounting advice. The information contained herein
was obtained from sources believed to be reliable. Although reasonable care was taken in gathering the information and formulating the opinions contained herein, swisspartners Advisors does
not make any representation whatsoever as to its accuracy or completeness and accepts no liability for any loss arising from the use of this material. The information, opinions and estimates
expressed herein reflect a judgment as of its original publication date and are subject to change without notice. No representation or warranty, expressed or implied, is made by swisspartners
Advisors regarding future performance. The value and income of any securities or financial instruments can go up as well as down. The market value of securities or financial instruments may be
affected by several circumstances, including among others, changes in economic, financial or political factors, time to maturity, market conditions and volatility, or the credit quality of any issuer
or reference issuer. Foreign currency rates may have a positive or adverse effect on the value of any investment. Investors assume all risk and some or all of the amount invested may be lost. This
material is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of, or located in, any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or subject swisspartners Advisors to any registration requirement.

IRS Circular 230 Disclosure: swisspartners Advisors and its affiliates do not provide legal or tax advice. Accordingly, any tax-related discussion contained herein (including any attachments) is not
intended or written to be used, and cannot be used, in connection with promoting, marketing or recommending to any person any transaction or matter addressed herein or for the purpose of
avoiding U.S. tax-related penalties.

Forward-Looking Statements

This document contain "forward-looking statements" which are based on our belief, as well as on a number of assumptions concerning future events based on information currently available to
us. These statements involve certain risks, uncertainties and assumptions which are difficult to predict. Consequently, such statements cannot be guarantees of future performance and actual
outcomes and returns may differ materially from statements set forth herein. All assumptions and underlying materials are available for inspection.
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