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TIME IS TICKING ON BREXIT

Overview

Last Thursday, amid the resignation of two
pro-Brexit cabinet ministers and a growing
rebellion within her own party, Theresa May
published the most controversial document
since taking office two years ago, in which
the government pledges to keep the UK tight-
ly linked to the EU Single Market after Brexit.
This 98-page White Paper details precise-
ly the kind of trade relationship that the UK
would like to maintain with the EU.

saying that May was not delivering electors
the Brexit deal they had asked for.

None of this news has helped sterling, which
was already bowing under the weight of the
stronger dollar. It has since fallen further and
is changing hands at its lowest level since No-
vember last year.

Investors will breathe a sigh of relief as report-
ing season kicks off and diverts attention away
from the trade question. The tussle between
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tinues the US and China seems to have eased slight-
But the litmus test will be how the EU reacts. ly as Beijing looks to be watering down its ri-
So far it has not turned down the plans out- poste to Trump’s threat of tariffs. It probably
right. Yet time to reach an agreement before has an eye on its slowing economic growth,
the October deadline is running out. And The-  weaker equity markets and the dollar’s gains
resa May’s proposal says nothing new about against the yuan.
an open lIrish border and the customs checks
that would be required if that thorny issue
cannot be resolved. )
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SPOTLIGHT ON STOCKS
E '-G . ki Morgan
' Private Banking Staniey
EFGN Morgan Stanley China A Share Fund
(ISIN: CH0022268228, price: CHF 7.32) (ISIN: US6174681030, price: USD 22.73)
EFG’s takeover of Ticino private bank BSl is Chinese equities have corrected sharply year
entering its final phase after 18 months of to date, hurt by government measures aimed
twists and turns. at reducing debt leverage (which has in turn
decreased liquidity), fears of slower economic
Outflows of funds have exceeded CHF 13 bil- growth and the trade tiff with the US. Today
lion since the acquisition was announced, they are back trading on attractive multiples.
although 2018 is likely to be the last such
year, based on an annual outflow estimated Morgan Stanley China A Share Fund is a
at CHF 2 billion. closed-end fund investing in the A-class
shares of Chinese firms listed on mainland
From next year, EFG expects business as usu-  Shanghai and Shenzhen exchanges. The in-
al at the former BSI. Positively, it expects net  vestment process combines macroeconomic
new money from its acquired unit as well as  top-down analysis with bottom-up research
a cost-income ratio below 70%, which is a based on companies’ growth prospects and
respectable target relative to the competition.  market valuations.
The most noteworthy news was the excellent Past performance is impressive relative to
ratio of asset under management to market the MSCI China A Onshore index, with the
capitalisation, which was twice as high as the five-year return at an annual 18% versus the
peers’ average. benchmark’s 7%. Additionally, the fund is cur-
rently trading 16% below its net asset value.
Investment recommendation: With synergies
with BSI of CHF 240 million expected from Investment recommendation: This fund offers
2019, a brand-new IT system and a capital an attractive way of investing in the prospec-
adequacy ratio exceeding 18%, EFG is one of tive recovery by Chinese equities.
the financials with real potential to outperform
share-price expectations.
Auteurs : Contact:

Jean-Paul Jeckelmann,
ClO, CFA

René Morgenthaler,
MBA

Francoise Mensi,
Ph.D in Economics.

Pierre-Francois Donzé,
M. Sc. in Economics

Julien Stahli,
MBF Boston University

Valentin Girard,
CFA

Banque Bonhote & Cie SA
2, quai Ostervald

2001 Neuchétel / Switzerland
T. +41 32 722 10 00
info@bonhote.ch
www.bonhote.ch

f facebook.com/
banqguebonhote

m linkedin.com/company/
banque-bonh-te-&-cie-sa

4 twitter.com/
alexnvincent

This document is provided for your information only. It has been compiledfrom information collected from sources believed to be reliable and up to date, with
no warranty as to its accuracy or completeness.By their very nature, markets and financial products are subject to the risk of substantial losses which may be
incompatible with your risk tolerance.Any past performance that may be reflected in this documentis not a reliable indicator of future results.Nothing contained
in this document should be construed as professional or investment advice. This document is not an offer to you to sell or a solicitation of an offer to buy
any securities or any other financial product of any nature, and the Bank assumes no liability whatsoever in respect of this document.The Bank reserves the
right, where necessary, to depart from the opinions expressed in this document, particularly in connection with the management of its clients’ mandates and
the management of certain collective investments.The Bank is a Swiss bank subject to regulation and supervision by the Swiss Financial Market Supervisory
Authority (FINMA).It is not authorised or supervised by any foreign regulator.Consequently, the publication of this document outside Switzerland, and the sale of
certain products to investors resident or domiciled outside Switzerland may be subject to restrictions or prohibitions under foreign law.It is your responsibility to
seek information regarding your status in this respect and to comply with all applicable laws and regulations.We strongly advise you to seek independentlegal
and financial advice from qualified professional advisers before taking any decision based on the contents of this publication.




