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Market Review

2021 will be remembered as the second year of the global pandemic, as 

the rise of new variants, coupled with rising vaccination rates had an impor-

tant influence on market developments and turns, respectively. Through the 

year, however, it became clear that some return to normalcy will one day be 

reached, which we estimate to come somewhere in 2022.

Equity markets in industrialized countries had a strong year, particularly US 

markets, but also the Swiss equity market was able to gain more than 20%. A 

major driver of the run into equities was their still relative cheapness against 

bonds, considering the continued deeply negative real yield environment. 

Also, somewhat surprisingly, companies were able to regain margins of 

pre-pandemic times, in some cases even exceeding them. This has led to 

a continued growth in earnings estimates, for which 2022 may prove a more 

difficult environment, particularly due to an inflation environment that is un-

seen in 40 years. 

The month of June showed two distinct developments: first, as a conse-

quence of rising infections in countries with high vaccination rates (read: Is-

rael, UK), a growing awareness that the pandemic may drag on longer than 

many had hoped – leading to a re-rating of pharmaceutical companies (40% 

of the Swiss equity market); second a distinct flattening of the yield curve as 

inflation fears that had sparked in the previous months subsided, again due 

to the rise in the delta variant. 

The month of July proved difficult, as more and more signs of an impending 

correction induced us to keep exposure on the lower end, in order to protect 

the year-to-date gains. We still managed to achieve a positive performance, 

despite a high dispersion among single stock performance (which reduces 

the strategy’s benefits) as well as some premium spent on protective puts.

Strategy Review 

The past year proved favorable for our SEDS strategy, although the significant 

v-shaped corrections have acted as a head wind to its advantages of steadily 

collecting a premium 1-2% away from spot prices on covered call options (and 

covered put options, respectively). With four very strong months with a perfor-

mance of between 4% and 6.5% each during 2021, the environment proved 

difficult, but our annual total return of 9.97% and 8.29%, respectively may be 

considered proof of concept, especially considering the fact that at some points 

during 2021, cautionary measures were taken in terms of tail risk hedging which 

cost a certain amount of premia.

The first two months of 2021, the Swiss equity market was going sideways, how-

ever with rather severe swings: towards the end of January, the market was up 

almost 3%, only to see those gains melt away into month end. February also saw 

some intra-month swings in the order of 4% and ended the month in the red as 

well. With these headwinds, the certificate was able to hold its ground, but could 

not profit from the still elevated implied levels volatility in options markets.

The months of March and April were positive for both the Swiss equity market 

and our strategy as we had changed our cautious stance and took on a bit more 

exposure (writing calls somewhat more out-of-the-money), resulting in a total re-

turn of close to 6% over two months. After such a good run, we reduced our equi-

ty exposure, as a number of indicators hinted at investor exuberance, especially 

considering evidence that a new strain of SARS-CoV-2 that was called “delta” 

in late May. Markets shrugged off the negative pandemic news, and the Swiss 

market continued to storm forward. Despite our cautious approach and thanks to 

a clear focus on dividends, our certificate also gained more than 2%.
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August had a strong resemblance to July, while a significant correction fol-

lowed in the first days of September, dragging Swiss equities down by 6% 

during the month. After three weeks of decisively falling stock prices, the 

direction turned swiftly and five weeks of a countermove followed, bringing 

market averages back to pre-correction levels. Our strategy suffered in such 

an environment of a v-shaped correction, which led to a somewhat disap-

pointing month of October in relative terms. 

November, a sideways month, led to a final month of the year in which the 

market gained again over 5%, in another euphoric move that led to sentiment 

levels displaying excessive optimism. We kept our cautious stance through-

out the month, with the portfolio delta significantly below average levels of 

2021. From a risk-return perspective, the 260-day volatility of 6% lies within 

our target (also relative to the broad equity market volatility which was about 

double this level), as does the 10% total return for 2021.
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Disclaimer
This document is for information and advertising purposes only provided 

by St. Gotthard Fund Management AG (“STGFM”). For further information, 

please consult the documents which are available at www.stgfm.com or 

contact STGFM. STGFM is domiciled and regulated in Switzerland. To the 

extent that this document contains any information regarding the past per-

formance, such information is not a reliable indicator of future performance 

and should not be relied upon as a basis for an investment decision. Past 

performance does not guarantee future performance and the value of in-

vestments and the income from them can fall as well as rise. Before invest-

ing in a product please read the latest product documents (e.g. this teaser, 

factsheets and prospectus) carefully and thoroughly. The documentation is 

available free of charge in English and, where relevant, in one of the local 

language(s) where the product is registered. The information and opinions 

contained in this document have been compiled or arrived at based upon 

information obtained from sources believed to be reliable and in good faith, 

but is not guaranteed as being accurate, nor is it a complete statement 

or summary of the securities, markets or developments referred to in the 

document. Members of STGFM may have a position in and may make a 

purchase and/ or sale of any of the securities or other financial instruments 

mentioned in this document. The product mentioned herein may not be eli-

gible for sale in all jurisdictions or to certain categories of investors and may 

not be offered, sold or delivered in the United States and other countries. 

Please contact your tax and legal advisor. The information mentioned herein 

is not intended to be construed as a solicitation or an offer to buy or sell 

any securities or related financial instruments. The risk of price and foreign 

currency losses and of fluctuations in return as a result of unfavourable 

exchange rate movements cannot be ruled out. There is a possibility that 

investors will not recover the full amount they initially invested. The perfor-

mance data do not take account of the commissions and costs incurred on 

the issue and redemption of the product.

Commissions and costs have a negative impact on performance. The in-

formation in this publication is intended for information purposes only and 

does not represent an offer, solicitation of an offer, public advertisement or 

recommendation to buy or sell any investment or other specific product. 

It is recommended that advice be obtained from a qualified expert. If the 

currency of a financial product or financial service is different from your ref-

erence currency, the return can increase or decrease as a result of currency 

fluctuations. This information pays no regard to the specific or future invest-

ment objectives, financial or tax situation or particular needs of any specific 

recipient. The details and opinions contained in this document are provided 

by STGFM without any guarantee or warranty and are for the recipient’s per-

sonal use and information purposes only. This document may not be repro-

duced, redistributed or republished for any purpose without the written per-

mission of STGFM. SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the 

source of SMI Total Return Index and the data comprised therein. SIX Swiss 

Exchange has not been involved in any way in the creation of any reported 

information and does not give any warranty and excludes any liability what-

soever (whether in negligence or otherwise) – including without limitation for 

the accuracy, adequateness, correctness, completeness, timeliness, and 

fitness for any purpose – with respect to any reported information or in re-

lation to any errors, omissions or interruptions in the SMI Total Return Index 

or its data. Any dissemination or further distribution of any such information 

pertaining to SIX Swiss Exchange is prohibited. Source for all data and 

charts (if not indicated otherwise): St. Gotthard Fund Management AG. The 

place of performance and jurisdiction is at the registered office of STGFM.
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