
Highlights:

The Fed is 
poised to cut 
interest rates 

China’s GDP 
growth ebbs 
to a 27-year 
low

Switzerland’s blue-chip SMI 
came under pressure last 
week. Below the 10,000 
level, there is scope for the 
benchmark to continue on 
downwards to 9,500 points.

Overview

Last week’s testimony by Jerome Powell to the 
US Senate bolstered investors’ belief that short-
term interest rates are indeed headed down-
wards. Powell’s remarks sent the S&P 500 index 
to a new all-time high despite the poor perfor-
mance of leading pharma stocks. The sector is 
under pressure due to worries about forthcom-
ing action plans instigated by the Trump admin-
istration and Congress aimed at reducing drug 
prices in the US, among the highest in the world. 

Powell’s assertions that monetary policy has 
never been as accommodating as we think and 
that polls show business confidence declining, 
even with the economy at full employment, al-
tered the line the Fed chairman had taken pre-
viously. This holds out the prospect that the US 
central bank is ready to cut its benchmark inter-
est rate by 25 base points at its next meeting on 
30 and 31 July or, as some observers think, that 
it even might take the unusual step of proceed-
ing directly with a 50-bp downtick. Such lar-
gesse, if it comes, could appear overdone, since 
the Fed has already accomplished its mission of 
encouraging full employment and stable prices. 
The New York stock market indicators moreover 
stand at a record level, though uncertainty over 
trade and global economic growth could justify 
preventive rate cuts. 

Meanwhile the minutes of the last policy meeting 
of the European Central Bank revealed that most 

of the governors believe new monetary stimulus 
is necessary. The ECB nudged its growth fore-
casts for the euro zone down to 1.2% for 2019 
and to 1.4% for 2020. On the main bond mar-
kets, sovereign yields on long-dated issues rose 
7 to 15 basis points following higher-than-ex-
pected inflation data. In the US, consumer pric-
es ex food and energy were up 2.1% year on 
year and inflation in Germany was revised up-
wards to 1.5%.

On the macroeconomic front, China registered 
second-quarter growth of 6.2% year on year, 
the lowest level in 27 years despite the govern-
ment’s efforts to stabilise business activity. In-
vestors were nevertheless soon reassured by in-
dustrial production, which accelerated to 6.3% 
yoy in June, and by retail sales. Output by Chi-
na’s heavy industry to some extent compensat-
ed weakness in manufacturing, which is geared 
towards exports. Moreover, the People’s Bank 
has plenty of leeway to gin up the economy.

DRIVEN TO NEW HEIGHTS BY THE FED

Key data

(Daten vom Freitag vor der Publikation)
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Latest  0.98  1.11  9'762.98  3'497.63 12'323.32  5'572.86  7'505.97  3'013.77  8'244.15  21'685.90  1'050.90 

Trend 3 3 2 3 3 3 3 1 1 1 3
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SPOTLIGHT ON STOCKS

EMS was also able to develop new business 
relations, most notably with the Italian coffee-
machine maker Bialetti, for which the Swiss 
group will produce certain hard plastic com-
ponents such as handles.

EMS Chemie’s share price has been buffeted 
since the beginning of the month. Considering 
it a growth stock, investors have legitimately 
high expectations but its valuation is just as 
lofty at 27 times current-year earnings.

The stock is one of the Swiss stock market’s 
most spectacular performers, having catapul-
ted more than 780% in 10 years for an annual 
rise of 24%. The broad Swiss market has 
delivered a 161% progression over the same 
period.

EMS, specialised in the production of high-
performance polymers, has reported its first-
half 2019 results. Sales slumped more than 
3.5% owing to the slowdown in Europe and 
China, mainly in the auto sector where demand 
is flagging against the backdrop of uncertainty 
arising from the trade war between the US 
and China. 

The polymer plastics produced by EMS are 
lighter than steel and thus used frequently in 
automobile components. The resulting weight 
reduction enables vehicle manufacturers to 
enhance petrol mileage significantly.

The downturn in the group’s revenues came 
mainly in the second quarter, when sales de-
clined 5.5%. Yet profitability was higher. Mar-
gins grew 1.6% to 29.9%, just shy of the 30% 
mark, largely thanks to shrewd cost controls. 
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