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The focus is on the emerging markets in 2010
KASPAR GROB President of the Board of Directors and delegate of Helvetic Trust AG, Zurich

Trend allocation is a fundamental aspect of asset management, namely the optimal
allocation of assets to suitable asset categories. It is based on analysing cash flows
within various sectors and industries and identifying concrete correlations between the
individual sectors.
This information is then used to deduce discernible and traceable long-term
megatrends. Up to 80% of performance is achieved in this way by weighting the sectors
and countries; only 20% comes from the choice of security. This strategy has proven
lasting success for many years and particularly suits investors with long-term prospects.
So what will trend allocation focus on in 2010? Generally speaking, we are expecting
strong markets with occasional sideways movements. Basically, whatever applied for
trends and regions in 2009 is set to intensify. Our focus therefore - as it has been for
around three years – will be on the emerging markets. The economic growth of China,
Hong Kong, Brazil and India is still underestimated.

“It is likely that China will become a leader
in technology in the next ten years.”
In China and Brazil there are approximately 300 million people who have exceeded the
threshold of 6000 dollars per capita and year in terms of gross domestic product.
These 300 million people will enter the market over the next few years as new
consumers – a vast potential. This, in turn, will mean that the need for raw materials to
cover the infrastructure in these regions will rise with long-term effect. The sharp
increase in the price of raw materials will further intensify in the second half of the year
as a result of the anticipated weakening of the dollar.
China, however, must be regarded from an additional angle. It is highly likely that the
country will also become a leader in technology in the next ten years. Nonetheless, the
idea that western nations will be able to export their goods to China is essentially
flawed: Asians always buy amongst themselves and only import what is not available in
their own country. This applies in particular to raw materials such as copper, silver and
coal and some truly exquisite luxury goods.
Investors should therefore generally focus their attention on base materials, shares in
mines, energy as well as physical gold and silver. We recommend overweighting
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investments in emerging markets. The easiest way to do this is through ETFs and
specialised funds. In terms of individual securities we rate Xstrata and Antofagasta,
both of which are well-positioned companies.
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