
Delays can halve your pension
It’s never too early to think about what you want and need for your retirement. Too many 
people underestimate how much they will need when retired and over-estimate the future 
value of their current savings.

This graph illustrates the potential difference in the 
retirement account between an individual who starts saving 
at 21, compared to an individual who starts saving at 30.  
The figures are based on saving USD200 per month with a 
retirement age of 60, and you can see the difference that 
starting to save early can make.

So what could you do?

Retirement seems a long way off when you first start work, 
but starting to make contributions to your retirement 
account early makes a huge difference later on.

To help you understand how much you might need for your 
retirement, Zurich will soon be launching a new Retirement 
Planner to help you make decisions around your long term 
savings and help manage future retirement planning.

The Retirement Planner combines a pension modeller tool 
and an Attitude to Risk questionnaire.

The pension modeller tool will allow you to:

•	 Produce	a	personal	financial	forecast	based	on	your	individual	circumstances.

•	 See	both	the	current	and	future	value	of	your	retirement	savings,	based	on	various	scenarios	
including different retirement ages and levels of contribution.

•	 By	using	a	range	of	assumptions	around	investment	growth	and	inflation	you	can	project	
your current holdings and future contributions into an estimated future lump sum amount 
and income.

•	 The	pension	modeller	will	allow	you	to	record	other	investments	or	pensions	you	may	have	
and then produces a forecast showing your likely income from all sources at retirement not 
just	from	your	employer’s	retirement	plan.
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Welcome to the Spring 2012 newsletter

In this edition we look at the importance of retirement 
saving and planning and are delighted to introduce 
Zurich’s new Retirement Planner and Rate of Return 
Calculator. We also provide an update on the beneficiary 
nomination process in respect of your International 
Savings and Retirement Plan account.

The usual investment market summary follows at the 
end of the newsletter.

Start saving  
at age 21

Start saving  
at age 30

The positive impact  
of saving earlier in life

Source: Zurich International Life based on  
a growth rate of 7% per annum as at July 2010
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David Coles, VP Pensions
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Attitude to Risk questionnaire

The Attitude to Risk questionnaire is made up of 13 multiple 
choice questions and is designed to help you understand 
what kind of investor you are, from cautious, through 
balanced to adventurous.

Understanding your attitude to risk can help guide you to the 
range of investment fund options that might be most suitable 
for your identified investor type. It’s important to note that 
the questionnaire doesn’t provide investment advice, but 
provides a suggested investment asset class split (based on 
the risk profile of each asset class) that is appropriate to your 
identified investor type.

The Retirement Planner will shortly be available on ZIO – 
look out for further communications.

Rate of Return Calculator

The Rate of Return calculator (RRC) is a calculation tool 
which allows you to see how the money paid into your IHG 
International Savings and Retirement Plan is working for you.

The RRC takes into account the contributions paid in, any 
money taken out and the charges incurred to see exactly 
how the investments within your retirement account have 
performed. You can use the tool to calculate a rate of return 
which can be used to compare the performance of your 
retirement account to other investments you hold outside  
of your plan.

The Rate of Return Calculator is simple and easy to use and 
is available on ZIO.

Further information can be found in the ‘Retirement Planner 
user guide and FAQ’ document and the ‘Rate of Return Calculator 
user guide and frequently asked questions’ document also 
available on ZIO.

Reminder of the IHG Financial Counselling Benefit
Retirement planning and making investment choices is a complex area, so you should take independent financial and 
taxation advice when making an investment or withdrawing from the IHG plan. IHG provides a financial counselling 
benefit which you may claim in order to reimburse the cost of any independent financial advice that you obtain, up to a 
limit of USD250 per year for staff members and USD500 per year for executive members. For further information, please 
refer	to	the	Financial	Counselling	Benefit	announcements	on	the	International	Pensions	page	of	the	IHG	website:	 
http://www.ihgplc.com/index.asp?pageid=168.

Please note neither IHG nor Zurich endorse any specific Independent Financial Advisers.

Making additional voluntary contributions

If you wish to make additional voluntary contributions to 
your IHG International Savings and Retirement Plan, or 
change an existing additional voluntary contribution amount, 
simply complete the ‘Additional Voluntary Contributions 
form’ which can also be found in the literature section on ZIO. 
You will also be required to make an investment selection for 
these contributions at this time.

It is important that you understand your investment and that 
it may go down as well as up depending on market conditions 
and currency fluctuations. Understanding investment 
principles is fundamental to making the right investment 
choices to enable you to make your money work for you.
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The process 
1. Access the system using https://online.

zurichinternationalsolutions.com and log in using the 
username, password & PIN 

2. Select ‘My details’ from the ‘Home’ menu options on  
the	left	of	the	screen	and	click	on	‘Beneficiary	details’	

3. Click on ‘Create beneficiary details’ 

4. Input your nominated beneficiary details (First name, 
Surname, Date of birth, their relationship to you and 
their percentage entitlement) 

5. Click on ‘+’ to add the nominated beneficiary. If the first 
nominated beneficiary’s percentage is less than 100% 
a second row will appear for you to nominate another.

 Please note:

•	 All	nomination	forms	must	total	100%	

•	 Should	you	wish	to	update	percentages	before	
completing the form, you should over-type the 
percentage and click ‘Update’

•	 Should	you	wish	to	remove	a	nominated	beneficiary	
before completing the form, you should click the 
‘trash can’ symbol to remove the name

Please note: 
If you want to delete a nomination that has 
been submitted but not yet authorised, select 
‘Transaction tracking’ from the ‘Home’ menu 
options on the left of the screen, click on 
‘Workflow’, and click ‘Cancel’ next to the item 
you wish to delete.  

Beneficiary process
The following guide explains the Zurich International online 
(ZIO) process for nominating beneficiaries to receive the 
proceeds of your policy/ies if something should happen to 
you. If you have not yet nominated your beneficiaries on ZIO 
we would recommend that you consider doing so. If you do 
not currently have ZIO access you should contact your 
regional HR Shared Services administrator who will be able 
to confirm your login details.

Details and rules

Although the initial part of the process is input on ZIO, the 
nomination will only be accepted once the original printed 
and signed form is received at the Zurich Trust Limited office 
address shown below. This address has recently changed. 
Please note that only the most recently authorised 
nomination is effective.

Zurich Trust Limited,   
P.O.	Box	532,	12	Castle	Street,	St	Helier,	Jersey,	JE4	5UW

Zurich	Trust	Limited	is	regulated	by	the	Jersey	Financial	Services	Commission	for	the	conduct	of	Trust	Company	Business	
under the Financial Services (Jersey) Law 1998 and is registered in Jersey under number 84679. Registered Office: 12 Castle 
Street,	St	Helier,	Jersey,	JE2	3RT	Channel	Islands.

•	 Once	you	are	happy	with	your	nominated	
beneficiary(ies) you should click ‘Next’. Please note that 
‘Next’ will only appear if the total percentage is 100%

•	 Read	the	declaration	and	click	‘Confirm’

•	 A	new	window	will	open	with	a	pre-populated	
‘Beneficiary	nomination	form’.	You	should	print	this	
form, sign it and return the original to the address 
at the top of the form. The trustees must receive the 
original form for the nomination to be accepted

•	 The	‘Status’	will	read	’Submitted’.	Once	received	by	the	
trustees and accepted, the ‘Status’ will update to ‘Current’

Holiday Inn Singapore 

Jonathan Lai
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New funds 
There have been 27 new funds added to the IHG International Savings Retirement platform since the last newsletter.

Fund Key points

ZI Alquilty Africa

VGUSD

•	 The	fund	aims	to	generate	attractive,	long	term	returns	for	investors	through	investments	across	the	 
African continent.

•	 Africa	is	rich	in	natural	resources,	with	significant	holdings	of	platinum,	gold	and	diamonds	as	well	as	oil	 
and gas. Africa has 89% of the worlds platinum, 12% of its proven oil reserves and 9% of its natural gas.

•	 The	continent	comprises	20%	of	the	world’s	land	mass	and	has	a	young,	growing	population	of	around	 
one billion people. In contrast to developed economies.

•	 Africa	has	delivered	strong	economic	growth	over	the	last	decade	and	its	future	prospects	are	bright.
•	 Africa	contains	6	of	the	worlds	10	fastest	growing	economies.

ZI Amundi Funds 
Equity Global 
Luxury and 
Lifestyle

CDUSD

•	 The	fund	is	mainly	invested	in	shares	of	companies	carrying	out	a	preponderant	part	of	their	business	
activities in the luxury or prestige goods and services sector.

•	 There	are	four	main	traditional	sectors:	perfumes	and	cosmetics,	haute	couture	and	ready	to	wear,	watches	
and	jewellery	and	leather	goods	and	accessories.		However	the	fund	invests	in	luxury	in	the	broad	sense 
also tapping into luxury hotels, automotive and food and beverages in order to achieve diversified sources 
of growth.

•	 Luxury	goods	and	services	offer	a	high	profitability	when	compared	to	other	sectors.	The	types	of	companies	
the fund invests in have the capacity to increase their prices without any impact on the demand for their 
luxury product.

•	 A	recession	proof	sector.	Even	if	some	slowdown	is	anticipated	in	2012,	the	sector	is	still	very	resilient	
relative to other sectors.

•	 An	ever	expanding	market.		We	still	see	higher	growth	prospects	in	emerging	markets	than	in	developed	
markets	luxury	demand	-	hence	Amundi	think	luxury	demand	in	those	markets	will	outpace	that	of	Europe	
and the US.

ZI Amundi Funds 
Bond Global 
Aggregate

CWUSD

•	 The	investment	team	seeks	to	outperform	the	‘Barclays	Global	Aggregate’,	index	representative	of	the	entire	
international	bond	market,	rated	‘Investment	grade’	(public	and	private	issuers	rated	BBB-	or	higher)	owing	
to dynamic distribution of the estimated tracking error (at an annual 4.5%, with a confidence level of 66%) 
It sets up strategic, tactical and arbitrage positions in order to tap the many sources of performance 
(interest rates, credit and currencies) of an investment universe broader than that of its benchmark index.

ZI Amundi Islamic 
BRIC Quant

EAUSD

•	 The	objective	of	the	fund	is	to	outperform	the	Dow	Jones	Islamic	Markets	BRIC	capped	index	over	the	long	
term by investing in Sharia compliant products, based on a multimanagement with active asset allocation 
investment process.

ZI Amundi Islamic 
Global Resources

EHUSD

•	 The	fund	invests	in	commodity-producing	companies	to	capture	the	growth	potential	of	two	main	hard	
commodity sectors -energy and mining.

ZI BlackRock Gold 
and General

EJGBP

•	 This	is	a	specialised	fund	which	aims	to	achieve	long-term	capital	growth	by	investing	in	gold,	mining 
and precious metal-related shares. It tends to be volatile and is particularly suitable for diversification in 
a larger portfolio.

•	 Diversification		–	Gold	shares	typically	perform	differently	to	other	sectors	as	the	price	of	gold	bullion	and	
not	mainstream	economic	activity	is	their	major	earnings	driver.

•	 Highly	regarded	team	-	BlackRock’s	Natural	Resources	team	is	one	of	the	industry’s	acknowledged	leaders 
in this sector.

ZI BlackRock Global 
Funds World Gold 

IFEUR

•	 The	World	Gold	Fund	seeks	to	maximise	total	return.	The	Fund	invests	globally	at	least	70%	of	its	total	
assets in the equity securities of companies whose predominant economic activity is gold-mining. It may 
also invest in the equity securities of companies whose predominant economic activity is other precious 
metal or mineral and base metal or mineral mining. The Fund does not hold physical gold or metal.

ZI Emirates Global 
Sukuk

I3USD

•	 Shariah	compliant	fund	investing	in	a	portfolio	of	sukuk	(shariah	compliant	fixed	interest)	instruments	
issued	by	companies	local	to	the	Middle	East	and	globally.

•	 The	fund	seeks	to	achieve	high	income	as	well	as	capital	growth	and	is	targeted	at	investors	looking	for	
higher yields available in the corporate space globally.

•	 Research	indicates	that	the	global	sukuk	market	has	a	low	correlation	to	global	equity	and	real	estate	
markets. The fund can therefore work as a diversification tool for investors exposed to these markets.

•	 The	fund	is	managed	by	Emirates	NBD	Asset	Management	which	is	part	of	Emirates	NBD	Group,	the	largest	
banking	group	in	the	Middle	East.
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Fund Key points

ZI Franklin 
Templeton Gold and 
Precious Metals

HTEUR	 
6CUSD  
AHSEK

•	 The	focus	is	on	high	quality	companies	that	mine,	process	or	deal	in	gold	and	other	precious	metals	and	
companies with attractive production profiles, strong reserve bases and active exploration programs.

•	 Gold	and	other	precious	metals	tend	to	perform	well	during	recessionary	and	inflationary	times.	They	 
are not tied to a particular country or economy and therefore can potentially provide stability in times  
of uncertainty.

•	 Gold	is	a	good	diversifier	within	a	portfolio	because	of	its	low	correlation	to	other	asset	classes.	The	fund	 
can add further diversification benefits as it invests in precious metals other than gold such as palladium 
and platinum.

ZI Invesco 
Emerging Local 
Currencies Debt

4YUSD

•	 The	emerging	markets	outlook	remains	positive	and	is	well	supported	by	strong	growth,	low	financing	
needs, steady inflows and strong cash flows.

•	 The	main	drivers	for	emerging	market	assets	continue	to	be	the	global	economic	outlook	and	potential	
risks to growth. Invesco believe that risk is over estimated in emerging market debt while the market fully 
matures and recognised its actual value.

•	 Movements	in	competing	asset	classes	such	as	US	Treasury	bonds	or	US	high	yield	bonds	tend	to	show	 
a	low	correlation	to	movements	in	local	currency	debt	markets.	By	adding	local	debt	securities	to	a	fixed	
income portfolio, investors could potentially help to diversify the overall risk of their portfolio.

ZI  Investec Multi 
Asset Protector

DZGBP

•	 The	fund	gives	investors	exposure	to	a	multi-asset	investment	portfolio	which	can	incorporate	the	five	 
asset classes of equities, bonds, commodities, currencies and alternatives.

•	 It	aims	to	maximise	the	upside	for	investors,	while	providing	the	comfort	of	downside.
•	 The	fund	provides	protection	by	providing	protection	of	80%	of	the	fund’s	highest	ever	share	price	and	

switching from multi asset into cash when markets are falling.

ZI JPMorgan 
Global Capital 
Preservation 

AKSEK

•	 To	achieve,	over	a	medium	term	horizon	(2	to	3	years),	a	return	in	excess	of	its	cash	benchmark	from	a	
portfolio of securities, globally, using derivative strategies where appropriate.  The Fund offers exposure to 
multiple asset classes and as a cautious fund, maintains a bias towards fixed income and cash with equity 
holdings limited to 30%. The fund aims to reduce investment risk by diversifying across regions and asset 
classes. The fund aims to produce a total return above cash using flexible asset allocation and superior 
security selection, with a fund manager target of cash +3% over the medium to longer term.

ZI JPMorgan Global 
Consumer Trends

6AUSD

•	 The	fund	aims	to	profit	from	long	term	changes	in	the	consumer	landscape	focussing	on	the	key	drivers	
of global consumption in developed and emerging markets, demographics & urbanisation, aspiration and 
health & wellness.

•	 Demand	for	disposable	nappies	is	surging	in	emerging	markets,	the	fund	will	invest	in	nappy	manufacturers 
to tap into this demographic trend.

•	 The	fund	will	tap	into	the	aspirational	trend	of	the	increased	demand	for	school	children	to	own	their	own	
computer by investing in related companies.

•	 The	fund	will	invest	in	companies	producing	fortified	milk	in	the	developing	world,	taking	the	advantage	 
of the increased need to tackle nutritional deficiencies.

•	 This	fund	should	sit	within	a	balanced	portfolio	and	will	appeal	to	investors	looking	to	expand	their	
portfolios into new opportunities.

ZI Jupiter Global 
Fund Climate 
Change Solutions

EDGBP	 
6JUSD  
HYEUR

•	 The	fund	seeks	to	invest	in	companies	globally	that	are	responding	positively	to	the	challenge	of	environmental	
sustainability and climate change, either through the products they provide or the way they are minimising 
their impact on climate change.

•	 Environmental	issues	are	becoming	a	part	of	everyday	life,	and	politicians	and	corporate	leaders	are	recognising	
that environmental and social policies are key to future economic prosperity. Jupiter believe this represents  
a long-term opportunity to invest in some of the most forward thinking companies.

•	 For	example	patterns	in	both	emerging	and	developed	markets	have	trended	towards	infrastructure	of	lower	
environmental impact (i.e. less pollution, alternative energy sources etc.). This is creating opportunities for 
businesses involved in renewable energy generation, smart electrical grids, clean and wastewater systems, 
engineering consultants, transport infrastructure and communication networks.



International Savings and Retirement Plan Spring 2012 Newsletter Page 6

Fund Key points

ZI Jupiter Global 
Fund India Select

6FUSD

•	 The	fund	seeks	to	achieve	long-term	capital	growth	through	investment	primarily	in	India	and	selected	
opportunities	in	Pakistan,	Bangladesh,	Sri	Lanka,	Bhutan,	Nepal	and	the	Maldives.

•	 India	has	the	best	demographics	of	all	the	countries	of	any	size	in	the	world	today.	India	is	one	of	the	few	
countries above $1 trillion in GDP which will continue to see its working age population increase into the next 
decade. The ageing population of the West is one of the reasons why they face serious issues of managing the 
healthcare and social security costs into the next decade or two.

•	 High	levels	of	savings	and	low	consumer	debt	are	helping	the	Indian	economy	to	grow	at	a	high	rate	over	the	
next decade.

•	 India’s	dependence	on	exports	is	low.	With	an	economy	which	is	more	than	80%	driven	by	domestic	factors,	 
the Indian economy is relatively insulated from the problems that different parts of the world face from having  
too much debt.

•	 The	Indian	stock	market	offers	breadth	second	only	to	the	US	in	terms	of	the	variety	of	businesses	on	offer.	
Indian investors can choose between local commodities and global commodities, utilities and internet 
companies, consumer staples to consumer discretionary, pharma, IT services and IT products and so on 
allowing them to build a portfolio of quality stocks with a good degree of diversification.

ZI Jupiter Global 
Fund Strategic 
Total Return

EBGBP	 
6HUSD  
HWEUR

•	 The	fund	can	invest	in	multiple	asset	classes	on	a	global	basis	and	seeks	to	profit	from	opportunities	in	both	
developed and emerging markets.

•	 The	management	team	employs	an	absolute	return	investment	approach	to	form	a	diversified	portfolio	of	 
both long and short positions.

•	 Absolute	return	funds	aim	to	make	money	whilst	protecting	capital	and	as	such	have	the	potential	to	
demonstrate less volatility than traditional long-only funds.

•	 The	fund	invests	in	a	wide	range	of	securities	including	equities,	bonds,	convertible	bonds,	money	market	
instruments and foreign exchange. The fund also uses a range of derivatives to gain either long or short 
exposure to interest rates, equity indices or individual securities for both investment purposes and for  
hedging or efficient portfolio management purposes.

ZI Lyxor Epsilon 
Managed Futures

FZUSD

•	 The	strategy	is	based	around	a	100%	systematic	investment	approach	devised	to	capture	mid	to	long-term	
trends in a broad set of diversified global futures markets. It trades a variety of assets, including equity, 
fixed income and commodities, in 51 liquid markets.

•	 The	fund’s	investment	objective	is	to	maximise	absolute	returns	under	specific	risk	constraints	expressed	in	
terms of diversification and volatility. It targets an annualised volatility of 13%-15% over the medium term.

•	 The	managed	futures	industry	is	competitive	and	innovation-driven.	The	fund	has	worked	to	maintain	its	
competitive edge and the managers believe the key strengths of the fund are its structure and business 
environment.	Running	the	strategy	within	a	major	asset	management	group	gives	depth	of	support	services.		

ZI M&G Managed 
Growth

EIGBP

•	 The	Fund’s	objective	is	to	achieve	long	term	capital	growth.	The	fund	is	an	actively	managed	fund	investing	
predominantly in collective investment schemes in order to provide a well diversified exposure to global 
equities. The fund may also invest in other collective investment schemes and directly in securities, fixed 
income assets, warrants, money market instruments, deposits, cash, near cash and derivatives for the 
purposes of efficient portfolio management.

ZI PineBridge Latin 
America Small and 
Midcap Equity

FRSD

•	 The	Fund	seeks	to	achieve	capital	growth	by	investing	in	small	to	medium	sized	companies	whose	assets,	
products or operations are based in Latin America.

ZI Schroder ISF  
Global Property 
Securities 

7GUSD

•	 The	fund	aims	to	provide	a	total	return	primarily	through	investment	in	equity	and	debt	securities	of	 
property companies worldwide.

•	 Property	often	performs	well	when	stock	markets	are	going	through	an	unstable	period.
•	 Over	the	long	term,	property	has	been	proven	to	outperform	most	sectors,	so	it	might	be	a	good	bet	even	 

when share or bond prices fall.
•	 Property	funds	remain	one	of	the	most	practical	ways	to	get	exposure	to	real	estate.

ZI Templeton 
Global Bond

AJSEK

•	 The	Fund	aims	to	maximise	total	investment	return	consisting	of	a	combination	of	interest	income, 
capital appreciation and currency gains by investing principally in a portfolio of fixed or floating rate debt 
securities and debt obligations issued by government or government- related issuers worldwide.
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1.  Go to www.zurichinternational.com

2.  Select your region

3.  Click on the ‘Funds’ tab at the top of the screen

4.  Click on the ‘Fund centre’ tab

Zurich International Life fund centre – 
the benefits
•	 View	up-to-date	fund	performance

•	 View	up-to-date	price	information

•	 Access	fact	sheets	for	all	the	funds	available	on	the	Plan

•	 Makes	your	search	easier	by	allowing	you	to	filter	by 
currency, fund manager and sector amongst others

How to access the fund centre
For details of all the funds – including the new funds - that are available on the Plan, please visit the Zurich International Life 
fund centre. You can access the fund centre by following the steps below:
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Contacts

Plan Administrator – Asia Pacific

HR Shared Services Coordinator
InterContinental Hotels Group
230 Victoria Street
#13-00	Bugis	Junction	Towers
Singapore 188024

Telephone: +65 6395 6036  
Email:	APHRSharedServices@ihg.com

 

Plan Administrator – Rest of World

International Mobility Specialist
InterContinental Hotels Group
Broadwater	Park
Denham,	Buckinghamshire
UB9	5HR
United	Kingdom

Telephone: +44 (0) 1895 512 662 
Email:	global.internationalbenefit@ihg.com

Zurich Contact Details

Zurich HelpPoint Corporate Team
43-45 Athol Street
Douglas
Isle of Man
IM99	1EF

Telephone: +44 1624 691013
Fax: +44 1624 691596  
Email:	corporate.pensions@zurich.com



Market update

This update provides some information on the highlights from 2011, and the 
outlook for 2012. This summary is provided by HSBC Global Asset Management.

Zurich International Life (Zurich) does not provide investment advice and you should 
consult your relevant financial professional before making or changing your 
investment choices as all investment involves risk and past performance is not  
a guide to future performance.

2011 HIGHLIGHTS

•	 2011	proved	an	extremely	volatile	year,	largely	due	 
to ongoing uncertainty surrounding the Eurozone 
sovereign debt situation.

•	 Growth	slowed	throughout	the	year,	with	the	
International Monetary Fund (IMF) cutting its 2011 
Gross	Domestic	Product	(GDP)	economic	growth	
forecast for Western economies from 2.5% to 1.6%.

•	 Developed	economies	–	with	the	US	a	major	
exception	–	are	engaged	in	austerity	measures	while	
the	emerging	world	is	looking	to	dampen	its	much	
stronger	growth	to	stave	off	any	threat	of	inflation.

•	 Any	improvement	in	2012	rests	largely	on	the	
Eurozone finding an appropriate solution to its 
problems.

•	 Against	this	background,	many	investors	have	fled	
to	what	they	saw	as	safe	havens,	forcing	gold	prices	
to record highs and government bonds yields to 
generational	lows.

•	 Short-termism	is	rife	in	such	volatile	markets,	
creating opportunities in some asset classes for 
investors	who	can	take	a	longer-term	view.

Corporate customers

•	 Equities	currently	look	to	offer	the	best	value,	with	
many corporates in solid financial shape after 
applying	their	own	austerity	measures	amid	the	
credit	crunch.	Strong	balance	sheets	are	allowing	
ongoing	dividend	growth.

•	 Share	valuations	remain	low,	reflecting	the	muted	
economic	outlook	in	the	West.	This	ignores	two	key	
factors: that many Western companies have 
growing	Eastern	earnings	exposure,	and	the	
potential	for	emerging	market	equities	to	benefit	
from the region’s stronger macro outlook.

•	 Core	Western	government	bonds	represent	poor	
value,	with	short-term	safe	haven	investing	forcing	
yields	down.	In	some	instances	this	asset	class	
currently offers the prospect of negative real returns 
(returns	after	adjusting	for	inflation).

•	 A	combination	of	more	persistent	longer	term	
inflation	and	the	industrialisation	of	emerging	
markets favours physical assets like property and 
commodities. A positive supply and demand picture 
is also supportive for the latter.

•	 Gold	has	proved	popular	as	a	safe	haven	but	with	
no yield, the precious metal is challenging to value; 
and	is	likely	to	suffer	when	investors	want	to	move	
into more risk orientated assets again.



MarkeTS Looked InTo THe abySS  
once aGaIn In 2011
Having started the year robustly enough, the outlook 
deteriorated	sharply	as	the	year	progressed,	with	investors	
facing	the	prospect	of	recession	(and	some	would	argue	
depression)	and	even	questioning	the	future	of	the	
financial	system.	Faultlines	were	evident	early	on,	with	
civil unrest in the Middle East spreading to Libya and 
resulting	in	oil	prices	rising	to	a	two-and-a-half	year	high.	
Japan	then	suffered	a	huge	earthquake,	tsunami	and	
nuclear incident in March, causing supply chain issues  
for much of the year.

The real test for investor nerves came over the summer. 
Fears	centred	on	Europe,	with	many	nations	suffering	
from high sovereign debt to GDP levels, budget deficits 
and	low	growth.	While	this	focused	on	peripheral	Europe	
until the autumn, signs of contagion spread to larger nations 
such as Italy and Spain as bonds yields rose through 7% 
and 6% respectively. This in turn put pressure on the 
banking sector, a significant holder of sovereign debt, and 
concerns	resurfaced	that	many	in	Europe	would	need	to	
recapitalise	or	accelerate	deleveraging	(lowering	its	debt	
levels). Furthermore, as bank funding costs rose, their 
ability	to	finance	themselves	was	restricted,	preventing	
them from supplying credit to the real economy. Another 
challenge	faced	by	markets	was	one	of	slowing	economic	
growth.	Global	growth	had	been	recovering	steadily	since	
the end of the recession caused by the 2008 financial crisis 
(albeit	rather	unevenly,	with	muted	growth	in	developed	
regions and much stronger figures in emerging markets).

Moving	through	2011	however,	this	growth	started	to	 
fall	rapidly.	In	January,	the	IMF	forecast	2011	GDP	growth	
in advanced economies of 2.5% but had revised this 
down	to	1.6%	by	September.	Emerging	economies	were	
not	completely	immune	from	the	slowdown	in	the	
developed	world,	having	to	raise	interest	rates	in	their	
battle	against	inflation.

All	in	all,	the	combination	of	slowing	economic	growth	
and	fears	that	the	euro	and	even	the	European	Union	 
may	cease	to	exist	in	their	current	forms	saw	investors	 
flee	riskier	investment	categories	such	as	equities	and	
commodities. They looked for solace in traditionally 
defensive areas such as ‘safe haven’ government bonds 
and	gold.	Unusually	high	levels	of	volatility	in	the	value	 
of	different	types	of	investments	was	evident	for	much	 
of the year.

ouTLook for 2012
Central to any outlook for 2012 is that European authorities 
deliver a comprehensive solution to the ongoing Eurozone 
sovereign debt crisis. Officials have been applying a 
‘sticking plaster’ approach to their problems: rather than 
tackling	things	early,	politicians	have	only	acted	when	faced	
with	severe	market	pressure,	and	only	then	delivering	just	
enough to stem the tide. This only served to highlight the 
fundamental	inadequacies	of	the	Eurozone’s	structures.	
Such	a	too	little,	too	late	approach	is	rarely	an	answer	to	
market	problems	–	investors	invariably	move	onto	the	next	
problem	and	often,	what	started	as	a	small	issue	quickly	
escalates into something far more serious. The situation in 
Europe	last	summer	serves	as	an	example.	Almost	from	
day one, investors deemed the package to bail out Greece 
as	inadequate.

They	quickly	moved	on	to	attack	the	systematically	far	more	
important Spanish and Italian government bond markets, 
forcing yields up to unprecedented levels. Global economic 
growth	is	likely	to	remain	under	pressure.	This	is	partly	due	
to many developed economies instigating austerity packages 
and	emerging	markets	stepping	on	the	brakes	to	slow	a	
growing	inflation	threat	–	but	Europe	is	clearly	compounding	
the problem. Despite many European companies being in 
relatively robust financial positions, they have simply stopped 
investing,	preferring	to	wait	until	confidence	increases	
before spending their cash.

In	the	face	of	such	uncertainty,	how	can	investors	position	
a portfolio and even continue to hold more risky asset 
classes?	Perhaps	the	best	answer	to	this	is	encapsulated	
by	Warren	Buffett,	who	said	‘be	fearful	when	others	are	
greedy	and	greedy	when	others	are	fearful’.

THe SHIfT To SHorT-TerMISM
Underlying	these	words	though	is	something	far	more	
fundamental. In short, markets have gone from being 
dominated	by	investors	with	longer-term	investment	
horizons	to	being	driven	by	short-termism.	To	a	large	
degree this is understandable. When volatility is high, 
as	it	is	now,	investors	quickly	turn	from	targeting	wealth	
generation to focusing on preserving it. The prospect of 
seeing	hard-earned	capital	fall	sharply	in	value	is	simply	
too	much	for	many	investors	to	bear.	They	would	rather	
avoid riskier areas and invest in more conservative asset 
classes,	even	if	the	latter	appear	expensive	in	the	long	
term.	Compounding	this	shift	to	short-term	investing	
though	are	some	deeper,	structural	trends	within	world	
stock markets.

Source: Outlook for 2012 (December 2012), HSBC Global Asset Management.



Historically,	pension	funds	were	classic	long-term	investors.	
They	had	long-term	liabilities	and	needed	to	invest	in	assets	
that	could	grow	to	meet	these	–	importantly,	short-term	
volatility	was	not	a	major	concern	and	seen	as	a	price	
worth	paying	for	capital	growth.	More	recently	though,	
there	has	been	a	shift	in	behaviour,	with	many	funds	now	
no longer targeting future liabilities but rather focussing 
on contributions. The need for holding risk asset classes 
has	fallen,	with	bonds	doing	the	job	regardless	of	
whether	or	not	they	generate	value	in	the	long	term.	 
We	see	this	as	a	fundamental	weakness	in	how	individuals	
fund their retirement. Further, regulation is such that 
many	funds	have	been	required	to	sell	down	their	riskier	
asset	classes	and	switch	into	bonds.	The	rise	of	hedge	
funds	and	high	frequency	investors	has	exacerbated	this	
problem by accentuating volatility. Here though is the 
opportunity for investors prepared and able to invest for 
the	longer	term;	short-termism	creates	some	exceptional	
investment opportunities.

THe caSe for equITIeS
If	you	can	look	through	the	short-term	fog,	equities	offer	
some	excellent	opportunities	for	building	wealth	in	the	
longer term, as part of a balanced portfolio. Companies, 
in contrast to governments and the consumer, have been 
managing	themselves	extremely	prudently.	While	
governments	were	building	debt	to	unsustainable	levels,	
companies	were	paying	down	borrowing	and	building	
cash	balances.	Equity	dividend	yields	currently	stand	at	
attractive	levels	compared	with	government	bonds,	while	
company	balance	sheets	are	enabling	them	to	grow	
dividends	–	a	very	attractive	combination	in	a	low	interest	
rate environment.

Valuations	are	also	extremely	low	by	past	standards.	To	some	
degree,	this	is	justified	with	growth	in	developed	economies	
likely	to	be	somewhat	lower	than	it	was	historically.	But	
focusing	on	lower	growth	rates	in	developed	economies	
ignores	two	key	features.	First,	companies	in	developed	
markets are increasingly global in their outlook. They are 
not	just	a	play	on	the	economic	growth	of	the	country	 
of their domicile, but instead can benefit from higher 
global	growth.

Second,	emerging	market	equities	themselves	offer	investors	
the opportunity to benefit from the positive structural 
growth	trends	exhibited	by	developing	economies.	That	
said, performance of many emerging markets in 2011 
shows	they	are	not	self-sufficient	yet,	with	a	high	reliance	
on	exports	to	the	developed	world.	As	they	continue	to	
grow	however,	there	will	inevitably	be	greater	spending	
on	domestic	infrastructure	and	an	increasingly	wealthy	
population	will	look	to	consume	more.	This	will	reduce	
the	dependence	on	exports	and	with	it,	make	emerging	
market economies and possibly stock markets increasingly 
guardians	of	their	own	destinies.

THe caSe aGaInST GovernMenT bondS
The	mirror	image	of	this	value	in	equities	is	the	overvaluation	
within	many	government	bond	markets,	with	yields	in	many	
cases	not	sufficient	enough	to	cover	inflation.	Government	
bonds have not only been one of the main beneficiaries 
of	the	shift	to	short-termism	but	also	the	long-term	down	
trend	in	global	inflation	and	interest	rates.	Again,	much	 
of	this	has	been	driven	by	emerging	markets,	which	have	
increasingly become the manufacturing engine of the 
global economy.

This	phenomenon	has	had	two	related	impacts,	with	both	
driving	down	bond	yields.	First,	by	exporting	cheaper	
consumer	goods	into	Western	economies,	inflation	rates	
have	been	held	down.	Second,	these	exports	have	created	
significant	current	account	surpluses	within	developing	
markets,	which	have	in	many	cases	been	recycled	into	
Western	government	bonds,	further	pushing	down	yields.	
While	inflationary	pressures	look	muted	in	the	near-term	as	
austerity	packages	in	the	West	kick-in,	we	see	the	structural	
downtrend	in	inflation	coming	to	an	end.	Wages	in	many	
emerging	markets	are	now	rising	rapidly	as	these	economies	
grow	richer	and	their	workers	demand	higher	wages.	
Also, as the global economy rebalances over the long term, 
the	flows	into	western	government	bonds	of	recent	years	
are unlikely to be repeated. Hence bonds have been the 
beneficiary	of	an	almost	perfect	storm	–	a	long-term	
downward	shift	in	yields,	accelerated	by	investors’	pursuing	
safety	in	the	short	term.	However,	surely	just	as	the	bond	
evangelists’	calls	for	structurally	lower	yields	become	 
more	vocal,	investors	with	a	long-term	outlook	should	be	
avoiding this category given the prospect of negative real 
long-term	returns.

Source: Outlook for 2012 (December 2012), HSBC Global Asset Management.



coMModITIeS and properTy
A	combination	of	inflation	proving	increasingly	persistent	
and the industrialisation of emerging markets favours 
physical assets. Areas of the market such as commodities 
and	property	see	their	values	rise	with	inflation	and	also	
benefit	from	growing	demand	as	emerging	markets	
urbanise. Although many commodities have seen price 
declines	in	2011,	reflecting	the	global	slowdown	in	
economic	growth,	they	should	benefit	longer-term	from	
the seemingly unstoppable pressures of rising demand 
from	infrastructure	projects	and	limited	supply	in	many	
cases.	Prices	in	the	long-term	are	seeing	significant	
upward	pressure.	Property	yields	also	often	give	investors	
a	decent	uplift	over	many	government	bonds,	which	is 
an	attractive	feature	for	many	investors	in	a	low	interest	
rate environment.

The	one	exception	to	this	is	gold.	To	many,	this	represents	
the	ultimate	safe	haven	investment	–	it	is	a	physical	asset	
and, much to the unease of many a central banker,  
you	cannot	print	any	more	of	it.	To	some	extent,	we	
sympathise	with	this	view,	with	gold	typically	enhancing	
portfolio returns at the same time as reducing risks. 
It	does	however	have	one	major	problem;	with	no 
return,	you	just	cannot	assign	a	fundamental	value	to	it.

In	all	probability	as	an	investment	it	represents	the	flipside	
of	the	coin	to	investing	in	risk	assets	–	that	is,	the	more	
people	avoid	risk	assets,	the	more	they	will	look	to	buy	
gold	with	their	capital.	When	risky	assets	turn	though,	
you	really	do	not	want	to	be	the	last	person	holding	gold.

concLuSIon
We are keen not to underplay the risks of investing  
in	global	stock	markets	at	present.	However,	the	 
short-term	direction	is	in	the	hands	of	politicians.

In	the	West,	politicians	are	grappling	with	excess	 
debt, global economic imbalances and perhaps most 
importantly	how	to	solve	the	Eurozone	debt	crisis	 
in	the	face	of	inadequate	governance.	Conversely	 
in	Asia,	central	bankers	are	walking	a	tightrope	of	
reducing	inflation	without	killing	off	growth	completely.	

Historically, the Chinese authorities in particular have 
been successful in achieving this but the risks remain. 
This	makes	the	short	term	uncertain,	but	for	those	with	
the	luxury	of	being	able	to	take	long-term	investment	
decisions,	this	increasingly	short-term	world	is	creating	
some	rare	opportunities	to	generate	wealth.	The	start	
point may be uncertain but the eventual upside is 
potentially significant.

Source: Outlook for 2012 (December 2012), HSBC Global Asset Management.
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Important information
Zurich International Life is a business name of Zurich International Life Limited.

Zurich International Life Limited is fully authorised under the Isle of Man Insurance Act 2008 and is regulated by the 
Isle	of	Man	Government	Insurance	and	Pensions	Authority	which	ensures	that	the	company	has	sound	and	professional	
management and provision has been made to protect planholders.

For life assurance companies authorised in the Isle of Man, the Isle of Man’s Life Assurance (Compensation of Policyholders) 
Regulations 1991, ensure that in the event of a life assurance company being unable to meet its liabilities to its planholders, 
up	to	90%	of	the	liability	to	the	protected	planholders	will	be	met.	

The	protection	applies	to	the	solvency	of	Zurich	International	Life	Limited	and	does	not	extend	to	protecting	the	value	 
of	the	assets	held	within	any	unit-linked	funds	linked	to	your	plan.	

Zurich	International	Life	takes	no	responsibility	for	the	accuracy	or	suitability	of	the	views	expressed	in	this	article.

Planholders	will	not	have	the	protection	of	the	UK	Financial	Services	Compensation	Scheme.

This bulletin is not intended as an offer to invest.

Zurich International Life is only able to give information on the products of Zurich International Life Limited.

The Magnus product is sold through Zurich International Life. Zurich International Life is not authorised to offer insurance 
products	for	sale	in	the	United	States.	The	Magnus	product	is	not	and	will	not	be	available	to	any	employees	who	are	or	
become	United	States	residents	or	United	States	citizens,	or	work	in	the	United	States.		

Zurich International Life Limited is registered in Bahrain under Commercial Registration No. 17444.

Zurich International Life Limited is authorised by the Qatar Financial Centre Regulatory Authority.

Zurich	International	Life	Limited	is	registered	(Registration	No.	63)	under	UAE	Federal	Law	Number	6	of	2007,	 
and	its	activities	in	the	UAE	are	governed	by	such	law.

Materials are not intended as an offer to invest and do not constitute an offer or a solicitation of an offer to buy securities 
in	any	other	country	or	other	jurisdiction	in	which	it	is	unlawful	to	make	such	an	offer	or	solicitation.

Calls may be recorded or monitored in order to offer additional security, resolve complaints and for training  
and	quality	purposes.	

Issued	by	Zurich	International	Life	Limited	which	provides	life	assurance,	investment	and	protection 
products and is authorised by the Isle of Man Government Insurance and Pensions Authority.

Registered in the Isle of Man number 20126C. 
Registered	Office:	43-51	Athol	Street,	Douglas,	Isle	of	Man,	IM99	1EF,	British	Isles. 
Telephone	+44	1624	662266	Telefax	+44	1624	662038	

www.zurichinternational.com	

This	document	is	approved	by	Zurich	Intermediary	Group	Limited,	PO	Box	750,	Swindon,	Wiltshire,	SN38	1FA,	
United	Kingdom.

Zurich Intermediary Group Limited is authorised and regulated by the Financial Services Authority for the 
purposes	of	promotion	of	the	products	offered	by	Zurich	International	Life	Limited	into	the	United	Kingdom.

Other	rules	of	the	Financial	Services	Authority	may	not	apply	to	Zurich	International	Life	Limited	as	a	non-UK	
based insurer.

The rules and regulations made by the Financial Services Authority and made under the Financial Services 
and	Markets	Act	2000	may	not	apply	to	planholders	outside	the	United	Kingdom.


