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Germany is experiencing a debt policy shift, while
in the USA, fundamentals of the global economic
system are being called into question. In times

like these, a strategic compass is essential. And it

is imperative to avoid impulsive actions.

<€ he Jungle Grows Back” is the title of a
—I—vvidely noted analysis of the current
times, published in 2018 by the Ameri-
can author Robert Kagan. The thesis: a geopolit-
ical jungle is the historical norm, which was
beaten back and subdued for decades after
World War I, largely due to the guiding hand of
the USA. The book was inspired by the first
Trump administration in Washington, which had
already adopted the slogan “America First” and
openly placed US interests above all others.

With the second Trump term, the image of a
dense jungle has become even more powerful.
After just two months in office, the new Presi-
dent has signed more than 100 executive orders,
considerably more than any president before
him. These orders are a key instrument of the ex-
ecutive in the USA, and just one indicator for the
sweeping activism currently proceeding out of
Washington. Much of it is probably noise, de-
signed to churn the political process and keep
voters engaged. Activism heightens uncertainty

and promotes neither the economy nor entrepre-
neurship — however, these can recover quickly.
The main thing, particularly for investors, is the
guestion of what can be expected in the medium
and long term.

Geopolitically, the outlook for the long-term
trend does not seem especially complex: the USA
has identified China as its actual rival, it wants to
prevent an alliance between Russia and China,
and it is no longer prepared (or able) to finance
European security. Incidentally, this has been
common knowledge for over ten years. Already
during his tenure, President Barack Obama had
stated that the USA could not (or no longer) be
the world’s policeman. The tone was different,
but the content was the same: the jungle is back,
whether we like it or not.

"Whatever it takes”, yet again

The new tone from Washington seems to have
caused the penny to drop in Europe after all. The
tip of the iceberg is the statement by the probable
next German Chancellor, Friedrich Merz, who in
early March cited the defence of Europe as the
reason for the unprecedented debt package re-
cently rushed through the Bundestag — "whatever
it takes”. However, the echo of the notorious as-
sertion by ECB President Mario Draghi during the
euro crisis in 2012 serves rather as an alarm bell
for long-term investors. The remark may be reas-
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suring in the short term, but fundamentally it sig-
nals desperation and suggests that one is running
out of options. In any case, the suspension of the
debt brake in Germany confirms that the chal-
lenges of our time can no longer (or are no longer
intended to) be managed within the normal oper-
ations of an already bloated state budget.

Of particular concern is the fact that Germany's
budgetary discipline and economic power have
thus far acted as a stabilising factor for the euro
zone. The financing options for the increasingly in-
debted nations of Europe and the value of the
common currency ultimately depended on Germa-
ny's stability. This is now likely over — not a good
omen for the already bruised euro.
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Source: IMF, public information on the debt package approved by the
German Bundestag on 18 March 2025. The points on the right edge of
the image schematically represent the effect on debt (ceteris paribus).
In reality, the package extends across ten years.

Now that the uncomfortable instrument for
self-discipline in Germany has been discarded, all
barriers are breaking down. Everywhere, there is
a desire to benefit from the influx of money, also
in the stock markets — and especially in the de-
fence sector. We are cautious here because we
avoid highly politically influenced sectors, and be-
come sceptical when investment advice is openly
promoted in the media. In the past, the state has
not proven to be a good entrepreneur, nor a mas-
ter asset manager. Common sense says we can
expect a hangover after the debt party — even if
it takes some time to arrive.

The era of neomercantilism

While Washington's security interests are, de-
spite the consternation over the brash tone of the
new government, understandable and long-
known, more fundamental questions arise re-
garding some economic policy issues. The trigger
is the effort to counteract the deindustrialisation
of America through a mercantilist policy: using
tariffs not only as a threat, but as a policy tool to
“protect” one’s own economy. These and similar
measures are described as “beggar thy neigh-
bour” policy, and they have a long history from
absolutist France to the years immediately pre-
ceding the first and second World Wars. Most
economists since Adam Smith know that a “beg-
gar thy neighbour” policy might offer short-term
“national” benefits, but in the medium and long
term, it leads to international conflicts and effi-
ciency losses — with negative consequences for
collective prosperity.

The recently revealed plans by Washington for
a fundamental reform of the international finan-
cial and monetary system also fit into the picture
of an increasingly mercantilist economic policy.
The thinker behind this is 41-year-old economist
Stephen Miran, who has been the chairman of
the Council of Economic Advisers, advising the
President, since mid-March. At the centre of the
plan he published in November 2024 for restruc-
turing the global trade and financial system are
efforts to weaken the US dollar internationally,
possibly within the framework of a “Mar-A-Lago
Accord”, which is intended to replace the exist-
ing currency regime. Here too, the goal is to
counteract the deindustrialisation of the country
—in this case, with the aid of a currency devalua-
tion. How this aligns with the capital needs of the
USA to finance or renew its now record-high debt
remains a mystery for now.

It is still unclear whether behind the noise com-
ing from Washington there is a grand plan for re-
structuring the global economy. And even if that
were the case, it is uncertain whether and with
what intended or unintended side effects it could
be implemented. So far, the financial markets have
reacted relatively calmly to the stormy activism.
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The decline in prices, particularly in tech stocks,
since the beginning of the year should primarily be
seen as a correction of previous exaggerations ra-
ther than as a forerunner of a major crisis. In the
currency system, there have indeed been shifts in
favour of the euro in recent months, but disruptive
changes have not yet occurred. The only potential
warning signal for upcoming turbulence could be
the continued rise in gold prices.
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Source: Bloomberg, 01.01.2000 = 100, nominal exchange rates. The
real appreciation of the Swiss franc is lower due to inflation differences
and amounts to around 10 percent against the euro and US dollar in
the period observed.

Evidently, the markets do not anticipate any ab-
rupt changes to the international financial system
any time soon. This makes sense insofar as the
dominance of the dollar is unlikely to fade away in
the near future. Well over 80 percent of global for-
eign-exchange transactions, and around 50 per-
cent of external trade, are conducted in US dollars.
Further, nearly 60 percent of international cur-
rency reserves are held in dollars. Recent months
have shown, however, that long-standing fixtures
can suddenly be called into question. Develop-
ments in Germany and the USA also have conse-
quences for Switzerland. It appears that our coun-
try is one of the last bastions of reasonable budg-
etary and monetary policy (and long may it remain
50). The enduring strength of the Swiss franc over
the past decades is based on this approach. It
would be surprising if this strength did not persist
or even increase further.

Strategy as a compass

In recent months, it has not been easy to keep
a cool head amid the hectic activity on both
sides of the Atlantic. In a politically charged and
polarised world, every form of communication
aims to evoke either positive or negative emo-
tions. At the same time, key pillars of the inter-
national financial system have begun to shift or
are being called into question. All of this is hap-
pening against the backdrop of a tremendous
technological surge across all sectors of the
economy. In such times, the pendulum swings
especially widely between fear and greed, mak-
ing impulsive actions more likely.

For investors, this means processing the flood
of information and activism on the political
stage, without losing their composure. Experi-
enced investors know that as a rule, emotional
impulses do not lead to the best decisions. For
wealth management, this means first, defining
a strategy that can be applied in various scenar-
ios. Turbulent times call for the creation of sim-
ple and flexible solutions, including liquid instru-
ments, not being blinded by promises of high
returns, and ensuring smart diversification of ju-
risdictions, asset classes, instruments and cur-
rencies. In practice, it is essential to continuously
monitor counterparties, avoid concentration
risks, and invest in strong and successful com-
panies — these are more likely to be able to
adapt to major changes.

So far, financial markets have remained
largely undisturbed by recent developments,
with volatility and indicators showing no signs
of a financial or currency crisis in the coming
months. This is also our standard scenario. But
the jungle is back, the system is becoming more
fragile, and crises usually arise when they are
least expected. Investors would do well to incor-
porate these ideas into their strategic decisions.
After all, without a compass, it is easy to get lost
in the jungle.

IA, 31.03.2025
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VWHEN THE

ZEITGEIST TAKES OVER

ow quickly the times can change! Until re-
I_I cently, companies were expected to pro-

vide detailed reports on their achievements
in the ESG sector. Ideally, this would mean sharing
with an engaged audience the remarkable contri-
butions they had made, beyond their inevitable
economic success, to the environment, society,
and corporate governance. It was striking to see
how these "soft" aspects could take up increasing
space in annual reports and how accommodating
paper (and, of course, websites) could be when it
came to such success stories.

The eagerness to comply with trendy woke
agendas reflected a completely unbalanced pri-
oritisation of stakeholders (“the disadvantaged”

of all kinds) over shareholders — the actual owners.

This gave rise to an entire new industry of senior
executives, consultants, and auditors focused on
managing these topics — many of whom contrib-
uted little to a company’s core productivity. Their
headcount grew significantly, their salaries were
generous, and their potential to disrupt organisa-
tions considerable. Ultimately, however, they di-
verted attention from the fundamental purpose of
business: generating profit. Crypto-Marxist van-
guards advancing their agenda like a slow-motion
Trojan takeover. They blended in with the prevail-
ing zeitgeist — what is now referred to as
“wokeism”. By the time Greta Thunberg took the
stage at the World Economic Forum in Davos, it
had become almost unthinkable for companies
not to embrace ESG in some form.

And now this: the brash new hardliners in
Washington are indiscriminately dismantling the
intricate framework of contemporary corporate
virtue-signalling. For many, this comes as a relief —

an overdue reckoning with hypocrisy. Indeed, the
success of the new administration appears to stem
from its willingness to sweep away much that was
superfluous and had spiralled out of control. Dis-
carded without replacement.

The sceptical observer was wary when the ESG
wave first swept across the corporate world. They
doubted the sincerity of executive enthusiasm,
suspecting not conviction but rather deep-seated
hypocrisy where honesty would have been more
appropriate. After all, the “G" in ESG stands for
governance, and integrity should have been the
top priority in that regard. The corporate depart-
ments and publicity efforts that emerged in re-
sponse to “wokeism” reflect a fundamental lack
of courage: anything to avoid challenging the pre-
vailing narrative, let us rather absorb the additional
costs at the expense of shareholders.

And now, the sudden retreat from ESG themes,
whether partial or complete, is just as much an act
of cowardice. Anything to avoid challenging the
new administration in America! This is not about
conviction; it is about risk mitigation. The sceptical
observer raises an eyebrow.

Perhaps the real lesson here is this: companies
should not have opinions. That is best left to citizens.
Executives would do well to adopt a more meas-
ured approach, especially when the winds of public
sentiment blow with force. Let us keep this in mind.

And something much more serious: the eager-
ness to comply with trendy woke agendas re-
flected a completely unbalanced prioritisation of
stakeholders (“the disadvantaged” of all kinds)
over shareholders — the actual owners. The pendu-
lum’s swing in the opposite direction was long
overdue. The most important, perhaps the only,
" corporate social responsibility” of a business is to
generate profit. Period.

KH, 31.03.2025
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