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HIT TO EQUITIES FROM SURGING BOND YIELDS
UNLIKELY TO LAST

Overview

Bond vyields have shot up around the globe.
The yield on 10-year Treasuries has surged to
2.82%, up 79 basis points relative to its nadir
last September. European and Asian bond
markets have followed suit.

Equity markets are unlikely to be knocked
off course by higher bond vyields, unless the
latter start rising for all the wrong reasons. It
is one thing for inflation to pick up moderately
— as it is at the moment — as it rises back to
central banks’ targets; it is another for inflation
to overshoot these targets. If that happened
and inflation surged unexpectedly, equities
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bond yields are rising for all the right reasons.
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EURO MSCI
USD/CHF EUR/CHF SMI STOXX 50 DAX 30 CAC 40 FTSE 100 S&P 500 NASDAQ NIKKEI EMN/I\ERT(GEI%E

Latest 0.93 1.16 9'220.69 3'523.28 12'785.16 5364.98 744343 | 276213 7240.94 2327453 1'230.83
Trend » £ » » » » » » » » \ 4
%YTD -4.39% -0.78% 1.72% 0.55% -1.03% 0.99% -3.18% 3.31% 4.89% 2.24% 6.25%

(values from the Friday preceding publication)



N°444
5 February
2018

Authors:

Jean-Paul Jeckelmann,
ClO, CFA

Frangoise Mensi,
Ph.D in Economics.

Pierre-Frangois Donzé,
M. Sc. in Economics

Julien Stahli,
MBF Boston University

Valentin Girard,
CFA

BONHOTE

BANQUIERS DEPUIS 1815

BOURSIER

SPOTLIGHT ON STOCKS

Roche

(ISIN: CH0012032048, price: CHF 224.15)

The Basel-based pharmaceutical giant has
reported 2017 financials, posting a 9% drop
in net profit to CHF 8.8 billion. In contrast,
sales rose by 5% to CHF 53.3 billion. Its two
divisions, Pharmaceuticals and Diagnostics,
showed similar growth rates.

The group’s sales came in at the top end of
the range put forward by analysts. The three
blockbusters continued to deliver stable sales
overall (CHF 21 billion in total). However, the
CEO warned that pressure from biosimilars
will remain constant in 2018. We expect sales
growth to be low but positive.

The Board of Directors has recommended
a CHF 0.10 increase in the dividend to CHF
8.30, which will doubtless be approved at
the Annual General Meeting. We recommend
buying Roche on its own merits but also be-
cause it is more attractively valued than rival
Novartis.

Buy with a target at CHF 280 in mind.

£

Alibaba.com

Alibaba
(ISIN: US01609W1027, price: USD 187.30)

China-based e-commerce giant Alibaba has
reported stellar growth in latest quarterly
sales, with a 56% increase to 83 billion yuan
relative to the prior-year period. The company
also raised its guidance projections for 2018.
In contrast, earnings (which rose by 20%)
came in slightly lower than expected owing
to significant investments (new retail). Corre-
spondingly, net margin declined to 44% from
51% in the prior-year period.

The number of active customers increased
by 16%, thanks to a breakthrough in mobile
phone shopping. Commission income in-
creased sharply as merchants active on the
Taobao online sales platform beefed up their
expenditure to take advantage of the custom-
isation services on offer.

Alibaba also announced the acquisition of
a 33% stake in Ant Financial to strengthen
cross-border expansion. This company is the
parent company of its Alipay payment sys-
tem. It is currently owned by Alibaba’s man-
agement and employees. This transaction
will be carried out in exchange for intellectual
property rights, without any cash payment
being made.

Buy with a target of 230 in mind.
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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.




