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Key/New investment ideas

 · Fixed income
We highlight two credits that we believe will benefit from the fourth industrial 
revolution, or Industry 4.0.

We provide our latest change in views on Casino Guichard bonds.

 · Equities
We highlight sectors of interest to the newly created thematic Industry 4.0.

We suggest four stocks related to the theme: two industrial names (ABB, 
Honeywell), and two IT names (Dassault Systèmes, Infineon).

We propose an Autocallable Yield Note on Dassault Systèmes, ABB and 
Schneider Electric.

 · Currencies
We set out a ‘bearish risk reversal’ strategy to tactically shield and/or reduce 
gold holdings after recent gains.
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investment profile. Past performance is not a reliable indicator of future performance.

This past week

Covid-19: New cases, containment and vaccines
New Covid-19 cases are still very high. Although they are now 
starting to decrease in the US – from higher levels – they are 
increasing in Europe. Consequently, new restrictions are being 
enacted: targeted measures by region in Europe, but full 
containment in other countries, such as Israel. In this context, 
the progress of vaccine candidates is being closely monitored. 
AstraZeneca have restarted their trials in the UK and Pfizer 
Chief Executive Albert Bourla has said it is “likely” that the 
US could deploy a coronavirus vaccine before year-end.

Strong Chinese data, new Japanese government
In China, August retail sales and industrial production both 
beat expectations, confirming the rebound in economic 
activity. In Japan, Yoshihede Suga has been appointed Prime 
Minister, replacing Shinzo Abe, who stepped down having 
served in the role since 2012. The new cabinet should follow in 
the footsteps of its predecessor, as Taro Aso will keep his post 
as Deputy Prime Minister and Finance Minister (he has also 
held this position since 2012).

Merger Monday
US equity markets started the week strongly, supported 
on 14 September by a “Merger Monday” effect. NVidia 
announced it would buy ARM from Softbank for 40 billion 
US dollars (USD) while Gilead could buy cancer drug maker 
Immunomedics for USD20 billion. A dozen Initial Public 
Offerings (IPOs) are also set to raise about USD7 billion, 

with Snowflake’s being the largest ever US software offering. 
Oracle also seems in a good position to sign a partnership for 
Tik Tok’s US operations.

Brexit back in the news – for all the wrong reasons
The UK government has published a bill that goes against 
the Withdrawal Agreement in several ways, crucially by 
empowering the UK government to unilaterally change 
terms within it. The EU sees this as a serious violation of the 
agreement, signed just a few months ago, and of international 
law. It gave the UK a three-week deadline to amend or pull 
the legislation.

ECB and Fed meetings
The European Central Bank (ECB) announced no policy 
change at its 10 September meeting, and signaled that it sees 
no need to overreact to the recent appreciation of the euro 
– making clear (once again) that it does not see the exchange 
rate as a policy target. President Christine Lagarde only said 
that the ECB would need to monitor carefully inflation effects 
stemming from the euro’s appreciation. The meeting also 
produced a new set of macroeconomic projections with a 2020 
gross domestic product (GDP) growth forecast of -8% 
(upgraded from -8.7% in June) and a rise of unemployment to 
only 8.5% (9.8% projected in June). This optimism was 
confirmed Germany’s ZEW economic sentiment survey 
coming in significantly above expectations.
In the US, the Federal Reserve (Fed) held interest rates near 
zero and signaled they would stay there for at least three years. 

Market Update

Weekly performance (in USD)

Source: Bloomberg, 5 rolling days, as at 17 September 2020.
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Perspectives
After a largely uneventful ECB meeting on 10 September 
with no policy changes, investor sentiment was buoyed 
by a flurry of deal activity, and signs of progress 
towards a coronavirus vaccine. From Oracle positioning 
to acquire the US operations of TikTok, to cloud-based 
warehousing startup Snowflake making a record software 
IPO, a race towards greater innovation and breakthrough 
technology is underway. Some will look only at the surface 
and see this race as further evidence of a bubble in the 
IT space. We, nevertheless, think that the long-term 
implications go far beyond that sector and that a 
convergence of virtual technology with the more 
traditional economy is enabling new industrial 
production processes. The Covid-19 induced health 
crisis is accelerating this shift and we are calling it a 
“fourth industrial revolution”. It started with the 
emergence and integration of digital tools into the 
manufacturing world. However, today, robots are no 
longer confined to the factory floor, they are becoming 
part of our day-to-day lives. “Industry 4.0” represents 
the shift from the factory to the smart enterprise, 
which is characterised by connectivity at all levels. 
Increasingly powerful processors and sensors will lead to 
new areas still unknown to us today. Ten years ago, cloud 
computing, 5G or Big data were highly abstract concepts. 
Today, they are deeply embedded in our lives and 
businesses, and the revolution is in full swing.
As we move towards November, investors are increasingly 
focused on the US elections. President Donald Trump 
has not promised to accept the election result and has 
cast doubt around the robustneness of the US electoral 
system. Any possibility of a contested result in 
November, or a lack of a clear concession from one 
of the candidates and legal uncertainties would most 
likely fuel weeks of market volatility. We will come 
back to that risk in forthcoming editions of the Weekly 
Investment Note (WIN).
In this week’s edition, we focus on the Industry 4.0 
thematic and provide investable ideas in equities, fixed 
income and structured products. In currencies and 
commodities, we present a risk reversal strategy on gold. 
Since the precious metal has benefitted from strong 
positive momentum this summer, reaching a new all-time 
high above USD 2050/oz, we present a risk reversal 
strategy for investors to shield their summer gains.

Economic calendar

Source: Bloomberg, as at 17 September 2020.
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The rise of Industry 4.0 in a post-pandemic era
The current public health crisis is acting as a powerful catalyst 
for the fourth industrial revolution, or Industry 4.0.
This new major industrial phase in modern economic history 
started roughly a decade ago, thanks to the emergence and 
integration of digital tools into the manufacturing space. 
Leading to deep economic, social and environmental changes, 
such a profound transformation of the production framework 
brings both opportunities and challenges for long-term 
investors.
Industry 4.0 is characterised by the shift from the factory to 
the smart enterprise, based on full connectivity at all levels. 
While often mistakenly reduced to robots and 3D printers, 
it actually goes way further. It spans the entire value chain, 
from initial design to production, distribution and even 
final recycling, by integrating man, machine and software 
throughout the process. This convergence is enabled by 
increased computing power, greater server capacity, more 
precise sensors and enhanced cyber-physical systems that are 
at the heart of new capabilities such as cloud computing or 
artificial intelligence.
The objective is to achieve both scale and strong customisation 
in a highly flexible and efficient manner. The automation and 
digitalisation of production contributes to lower costs, higher 
quality, stronger security, faster time-to-market, better 
allocation of resources and a lower environmental footprint. 
Rather than broken down by steps, the product life cycle 
becomes contextualised, interconnected, decentralised 
and optimised.
Pioneered by mature developed economic powers facing 
structural demographic concerns and competitive pressures 
such as Japan or Germany, this new manufacturing model has 
morphed into a global phenomenon. China – for example – has 
been embracing smart organisations actively in its ‘Made in 
China 2025’ strategic plan. In the wake of the Covid-19 crisis, 
the issue has taken on a broader geopolitical dimension, with 
heightened debates around supply chains, global trade, social 
inequality, employment, urbanisation and sustainability.
Finally, the reach of Industry 4.0 stretches well beyond pure 
industrial sectors, to companies conquering service sectors 
such as insurance or healthcare, and also to less digitalised 
industries including mining and agriculture.

Industry 4.0
When the manufacturing world meets the virtual world

Sources: medium.om, transportgeopgraphy.org, 2020.

The fourth Industrial Revolution in perspective: the advent 
of smart production

Source: tecnalia.com, cocop-spire.eu, 2017.

Impacting the full value chain to achieve both scale and 
customisation
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Portfolio Considerations

Sovereign 
In the past two weeks, core yields in the US and Europe have 
remained relatively stable, trading in a tight range of 5 basis 
points (bps) for the 10-year bonds. The recent negative 
macroeconomic sentiment spilled over from equities, spurring 
some ‘safe haven’ demand. In regards to portfolio positioning, 
our view has not changed, as we remain relatively prudent on 
duration, because we see risks of moderately higher yields by 
year-end. This is reinforced by the Federal Reserve’s (Fed’s) 
new monetary framework, as well as by seasonality factors 
and increased upcoming US debt supply.

Credit
The stable rates’ environment served as a constructive 
backdrop for investment grade spreads in developed markets, 
which remained firm. This is reflected by the large number 
of primary deals that were well received, as debt auctions were 
well covered by investor demand. On the other hand, emerging 
market bonds suffered more, especially in the ‘higher beta’ 
segments, or those which embed higher risks. Latin American 
credits weakened further last week, and so did Asian 
investment grade bonds. On the other hand, Middle Eastern 
credits proved more resilient.

Fixed Income
Outlook

Total return of bond indices YTD

Source: Lombard Odier, as at 17 September 2020.
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Source: Lombard Odier, as at 17 September 2020.
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Fixed Income
Investment idea

This week we highlight bonds from two ‘crossover rated’ 
companies (those in the space between investment grade and 
high yield), that in our view will benefit from the disruptive 
trend of the new industrial revolution (Industry 4.0).

Credit opportunities in the Industry 4.0
We believe the fourth industrial revolution, introduced in 
the previous pages, is also generating some attractive 
investment opportunities in the credit space. For this reason, 
we have scrupulously searched for attractive instruments in 
fundamentally strong companies, which can provide investors 
with some necessary yield while benefiting from the structural 
changes we will face in the future.
From an investment positioning point of view, our view has 
not changed; we keep a relatively cautious stance on duration 
in the short term, and focus on lower-rated, but fundamentally 
sound, companies as we see better value in this segment of the 
credit space. This week we propose bonds from two European 
companies: Cellnex (BBB-/BB+, a telecom towers firm) and 
SIG Combibloc (a company that produces carton packaging).

Cellnex (ratings: BB+/BBB-) CHF & EUR
Since our previous highlight on this company, in a June 
Weekly Investment Note (WIN) edition, Cellnex spreads have 
remained relatively stable, while the company has continued 
to deliver solid results while leveraging on its strong cash flow 
generation capacity. In our view, this company will benefit 
from the theme of broader connectivity and roll-out of 5G 
networks.
Cellnex is a leading independent infrastructure operator 
for wireless telecommunication in Europe. It operates 
telecommunications towers in Europe, where space is 
mainly rented out to mobile phone companies.
We particularly appreciate: the sustainable business model for 
long-term growth; deep earnings visibility and strong capacity 

for conversion into cash flows, strong shareholder base 
and excellent environmental, social and governance (ESG) 
positioning.
We highlight a bond in Swiss francs (CHF) and another in 
euros (EUR), both maturing in 2027. We believe they offer 
value at current spreads of roughly 145 bps (basis points) 
and duration of 6.

SIG Combibloc (ratings: BB+/BBB-) EUR
SIG Combibloc was also previously shown in a June 2020 WIN 
edition. Similarly to Cellnex bonds, SIG bonds have remained 
relatively stable and its spread valuations are still attractive in 
our view.
The company provides carton packaging and filling machines 
for the beverage and food industries. In the context of the 
fourth industrial revolution, we picked this credit because 
the firm has demonstrated strong capabilities in the 
integration of digital tools into the manufacturing world. 
We remain comfortable on the operating fundamentals 
because its business model is well adapted to the evolution 
of demand from plastic towards carton packaging;
· It has long-term service contracts from large and well-

known customers;
· It is the second largest player in carton packaging, 

with a 21% global market share (behind Tetra Pack);
· It has solid credit metrics, with the capacity to generate 

strong cash flows, good liquidity and profitability;
SIG Combibloc’s ESG score is 64, placing it within the 
first quintile versus its sector peers.
From a valuation point of view, we like the 2025 bond in 
EUR which offers an appealing carry of about 200 bps, for 
a duration of 4.5.

Credit opportunities in the ‘Industry 4.0
Please contact your relationship manager to find out about the risks and characteristics of the investment

Source: Lombard Odier, as at 17 September 2020.
Please note, price, yield and spread are for indication only.

Currency ISIN Country Industry Issuer Name Coupon
Coupon 

type Maturity S&P Moody's Fitch
Min 

Piece
Ask 

Price
Ask 

Yield
Ask Z- 
Spread

Payment 
rank

EUR XS2102934697 ES Engineering&Construction Cellnex Telecom SA 1 Fixed 20/04/2027 BB+ - BBB- 100,000 99.43 1.09 ytm 145 Sr Unsecured

CHF CH0506071148 ES Engineering&Construction Cellnex Telecom SA 0.775 Fixed 18/02/2027 - - BBB- 5,000 98.86 0.96 ytm 145 Sr Unsecured

EUR XS2189594315 LU Packaging&Containers SIG Combibloc Purchaser 2.125 Fixed 18/06/2025 BBB- Ba2 - 100,000 102.70 1.53 ytm 196 Sr Unsecured
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Fixed Income
Investment idea

From a risk management point of view, we believe it is 
important to highlight our latest change in views on Casino 
Guichard bonds.

Casino Guichard bonds
Casino, Guichard - Perrachon S.A. is an established food retailer 
in France (under the banners of Monoprix, Casino, Franprix, 
Convenience, leader price and Geant) and in some emerging 
countries. Market positions are well established in France (No.5 
with an 11.50% market share) and Brazil (No.1 with Carrefour; 
15%), and dominant in both Colombia (No.1; 44%) and 
Uruguay (No.1; 45%).
Jean-Charles Naouri, the group’s Chairman, controls Casino via 
Euris S.A. and a cascade of non-fully owned indebted listed 
holdings (Rallye S.A., Fonciere Euris and Finatis S.A.) bearing an 
overall debt of EUR3.3 billion.

Credit considerations and recent events
Rallye, the parent company of Casino Guichard, has obtained 
approval to execute on a restructuring plan, which entails 
repaying EUR1.3 billion of bank loans currently owned by 
speculative investment funds. Because Rallye owns 46% of 
Casino shares, Casino is being forced to pay EUR2.8 billion of 
dividends to Rallye by 2023 in order to allow Rallye to meet its 
financial deadlines.
Our analyst believes that in order for Casino to meet Rallye’s 
demands, it will need to raise about EUR3 billion of liquidity by 
2023. However, due to the fact that Casino is a B/Caa1 rated 

issuer at the senior unsecured level, it is no longer able to 
refinance its debt in the capital market on acceptable terms for 
the time being. As a result, we believe Casino will be forced to 
sell some core assets. 
Our analyst’s base case scenario is that the company will most 
likely start by selling its Brazilian activities, which should 
generate about EUR1.5 billion of cash and create enough market 
confidence to allow the firm to refinance the senior secured debt 
only (the 2024 maturity ‘Quatrim’ bond and bank loans).
Even if these events were to materialise, Casino would still need 
more liquidity, and hence refinancing outstanding senior 
unsecured debt will remain highly dependent on credit 
investors’ risk appetite.

Recommendations
As a bottom line, we recommend that investors:
· Hold, but not increase, any exposure to 2024 ‘Quatrim’ bond 

and up to 2023 maturities in senior unsecured bonds;
· Envisage a reduction of holdings of senior unsecured Casino 

bonds with maturities longer than 2023.
· Investors that hold subordinated perpetual bonds will, in 

our view, continue facing pressure. There is a lack of market 
demand for these kind of bonds for the time being. There is 
also large pressure from hedge funds, which we believe will 
be maintained until 2023, to force Mr. Naouri to leave his 
position as Chairman.

Casino Guichard outstanding bonds
Please contact your relationship manager to find out about the risks and characteristics of the investment

Source: Lombard Odier, as at 17 September 2020.
Please note, price, yield and spread are for indication only.

Currency ISIN Country Industry Issuer Name Coupon Maturity
Next Call 

Date Call Px S&P Moody's Fitch Min Piece Bid Price Bid Yield
Bid 

Z-Spread Payment rank

EUR FR0011052661 FR Food Casino Guichard 
Perracho 5.976 26/05/2021 - - B Caa1 WD 100,000 100.816 4.66 ytm 369 Sr Unsecured

EUR FR0013260379 FR Food Casino Guichard 
Perracho 1.865 13/06/2022 13/03/2022 100 B Caa1 WD 100,000 94.405 5.92 ytm 515 Sr Unsecured

EUR FR0011400571 FR Food Casino Guichard 
Perracho 4.561 25/01/2023 - - B Caa1 WD 100,000 93.519 7.66 ytm 763 Sr Unsecured

EUR XS2010039118 FR Food Quatrim Sas 5.875 15/01/2024 15/11/2021 102.94 B+ B2  100,000 98.535 9.92 ytm 649 Secured

EUR FR0011765825 FR Food Casino Guichard 
Perracho 4.498 07/03/2024 07/12/2023 100 B Caa1 WD 100,000 84.059 10.59 ytm 1022 Sr Unsecured

EUR FR0012369122 FR Food Casino Guichard 
Perracho 3.58 07/02/2025 07/11/2024 100 B Caa1 WD 100,000 80.106 9.63 ytm 939 Sr Unsecured

EUR FR0012074284 FR Food Casino Guichard 
Perracho 4.048 05/08/2026 05/05/2026 100 B Caa1 WD 100,000 79.443 8.84 ytm 878 Sr Unsecured

EUR FR0011606169 FR Food Casino Guichard 
Perracho 3.992 Perp 31/01/2024 100 CCC Caa2 WD 100,000 39.074 39.69 ytc 3689 Jr Subordinated
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The race for the White House
Equity markets started the week commencing 14 September on 
the front foot, boosted by signs of progress toward a Covid-19 
vaccine and a flurry of mergers and acquisitions and Initial 
Public Offerings (IPOs). From a technical perspective, the 
Nasdaq 100 is holding key support from its 63-day average and 
we may be seeing the formation of a near-term base, but we 
believe the 11565/85 level will need to be cleared to confirm. 
The S&P 500 rebound has extended, but with a resistance level 
at 3426/27 still needing to be cleared to mark a near-term base.
As the US election nears, we see four potential scenarios: a 
Republican sweep, whereby the House of Representatives turns 
Republican (positive for equities/the least likely scenario); a 
status quo (neutral); a Congress status quo, whereby Joe Biden 
wins but the Senate remains Republican (positive), and a 
Democrat sweep (negative/the most likely scenario according to 
recent polls). In equity markets, further tax cuts under President 

Donald Trump and a Republican-controlled Congress would 
support investor sentiment and valuations. If the Democrats 
were to win the presidency and both chambers in Congress, 
they would be expected to implement their promised corporate 
tax hikes, which would be partly offset by new stimulation 
pledges and an improved geopolitical backdrop.
In its recent strategic asset allocation update, our strategy team 
added a new thematic bucket to all our client portfolios. This 
week, we suggest a way to invest this bucket with the attractive 
‘Industry 4.0’ thematic. In a nutshell, this represents the shift 
from the factory to the smart enterprise. In terms of investment 
ideas, we highlight four stocks related to the theme: two 
industrial names (ABB, Honeywell), and two IT names 
(Dassault Systèmes, Infineon), the latter the so-called ‘enablers’ 
that make Industry 4.0 possible. Last but not least, we suggest 
an Autocallable Yield Note related to the theme on Dassault 
Systèmes, ABB, and Schneider Electric.

Equities
Outlook

Source: Bloomberg, as at 17 September 2020.

Major market performances

Source: Lombard Odier, as at 17 September 2020.
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Index Value 5 days 1 month 3 months YTD

S&P 500 3,385.49 -0.40 0.10 8.74 4.79
Euro Stoxx 50 3,338.84 0.42 1.00 2.19 -10.85
SMI 10,552.04 1.40 3.17 3.43 -0.61
CAC 40 5,074.42 0.62 2.06 1.57 -15.12
FTSE 100 6,078.48 1.09 -0.80 -2.79 -19.41
Nikkei 225 23,321.49 0.37 0.97 3.86 -1.42
Shanghai SE Comp. 3,260.58 0.80 -5.18 11.06 6.90
MSCI Em Ma BRIC 351.09 2.61 2.03 13.37 3.26
Hang Seng 24,360.55 0.19 -3.89 -0.49 -13.58
Bovespa 99,675.70 -1.60 0.08 4.32 -13.81
Sensex 39,172.03 0.85 2.95 16.90 -5.05
Russia 2,975.01 3.44 -2.54 8.57 -2.33
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Equities
Investment Ideas – Industry 4.0

Industry 4.0: how the convergence of virtual and 
real worlds is revolutionising industrial production
Industy 4.0 represents the shift from the factory to the smart 
enterprise, which is characterised by connectivity at all levels.
This fourth industrial revolution should be considered as a 
virtuous circle, with its source in technological progress 
made, particularly in communication equipment. The 
development of increasingly powerful processors and sensors 
has enabled the advent of new cutting-edge fields, many of 
which were unheard of ten years ago, such as cloud computing, 
5G, the internet of things, artificial intelligence, big data, 
virtual or augmented reality (VR/AR). Each of these fields is 
contributing to accelerate this transition to the digital, 
connected and intelligent factory.
We are currently witnessing an acceleration of the transition 
towards Industry 4.0, which is closely associated with the 
underlying technologies becoming mature, but can also be 
attributed to three main factors. 1) The Covid crisis has acted 
as an accelerator, bringing to light weaknesses in the global 
supply chain. 2) Global trade tensions have highlighted 
production dependence on certain countries including China. 
3) Companies are under increasing pressure to reduce their 
carbon footprint.
During the lockdown in the first half (H1) of 2020, companies 
facing a dramatic drop in new orders immediately put in place 
measures to cushion this impact, primarily by reducing their 
workforce. They also refocused their investment on areas 
intended to raise both flexibility and productivity of production 
tools in the long term. This fits exactly into the Industry 4.0 
philosophy.
How can we access this investment theme? Firstly, we can 
invest in the so-called enablers, namely the companies 
that make Industry 4.0 possible. These are essentially IT 
companies active in areas such as cloud computing, 5G, big 
data, artificial intelligence or even virtual reality. We suggest 
buying Dassault Sytèmes (RF, PT EUR 175) and Infineon 
(R, PT EUR 22).
We can also invest directly in the industrial sector, but not 
just in any industrial company. We favour corporates that 
combine industrial know-how with proven expertise in the 
digital domain, in particular in software. These are companies 
not just selling a machine or equipment, but a solution, and 
above all allowing their customers to achieve significant 
productivity gains. Here we suggest ABB (R, PT CHF 25) 
and Honeywell (R, PT USD 195).

Source: PWC 2019 Industry 4.0 survey, as at 17 September 2020.

Automation can drive much more than direct cost benefits

Source: The Economist, IFR, as at 17 September 2020.

Return on investment is enhanced by lower robot prices
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Equities
Investment Ideas

ABB (R, PT CHF 25)
Following the disposal of its Power Grids divison to Hitachi, 
ABB will have about 50% exposure to industrial automation, 
including 15% to robotics. We expect the Covid-19 crisis to 
accelerate two trends: onshoring of production closer to 
demand areas, and increased automation/robotisation. ABB 
has exposure to both of these trends.
ABB holds a global No 2 position in robotics with 400,000 
installed robots worldwide. In 2017, it acquired Austria-based 
B&R, the fifth largest player worldwide in factory automation, 
filling a historical gap in this segment. The deal strengthens 
ABB’s foothold in product life cycle management (PLM) 
software, with the group now able to offer the full spectrum of 
automation.
High growth in factory automation and positive growth trends 
in general purpose robots and non-conventional industries 
should help drive growth above the group level.
We believe ABB’s valuation looks reasonable, given its exit 
from asset-heavy, capital-intense and low-margin businesses, 
combined with the potential for margin expansion in 
Electrification. We would be buyers of the shares, especially on 
any weakness.

Honeywell (R, PT USD 195)
With a portfolio balanced between early/mid-cycle (~50%) 
and late/defensive segments (~50%), Honeywell (HON) 
offers an attractive through-the-cycle proposition.
In Building Technologies (HBT), Honeywell proposes 
an integrated software and hardware offering for complex 
buildings, benefiting from structural trends towards increased 
safety, security, comfort, and energy efficiency. In Safety and 
Productivity Solutions (SPS), the company provides an end-to-
end supply chain offering (automation of the manufacturing, 
logistics, distribution, retail and delivery segments), which 
benefits from powerful trends towards a sustainable supply 
chain.
The Covid-19 environment has accelerated innovation in 
these fields, with, for instance, Honeywell partnering with 
SAP for a joint cloud based solution in HBT, or the company 
launching an integrated set of building solutions with 
screening to determine if tenants are wearing personal 
protective equipment (PPE), maintaining social distancing, 
monitoring clean air and temperature.
The shares have lagged the sector year-to-date (YTD), but 
the valuation already reflects difficult end markets. At 21.7x 
estimated 2021 earnings per share (EPS) and 19.5x estimated 
2022 EPS, we suggest investors gradually add exposure to this 
quality, diversified industrials company.

Source: Bloomberg, as at 16 September 2020.

ABB

Source: Bloomberg, as at 16 September 2020.

Honeywell
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Equities
Investment Ideas

Dassault Systèmes (RF, PT EUR 175)
Dassault Systèmes (DSY) software solutions span modelling 
and scientific simulation to manufacturing production and 
logistics optimisation. DSY software helps clients create, test, 
and evaluate the product and/or service experience; it then 
feeds it back into the design process to help drive further 
improvements.
In that sense, the group is very much in line with the thematic 
of Industry 4.0 and the current trend of automation and data 
exchange in manufacturing technologies. Within the modular 
structured smart factories, cyber-physical systems monitor 
physical processes, create a virtual copy of the physical world 
and make decentralised decisions. Both internal and cross 
organisational services are offered and used by participants 
of the value chain. Most of these are already addressed by the 
3DEXPERIENCE platform.
We believe the pandemic will be a positive driver of these 
trends in the longer term, having highlighted the need for 
companies to accelerate migration to a more efficient IT 
infrastructure and modern software solutions.
We consider DSY a core long-term holding, thanks to its 
high-quality business model, and a long-term structural play 
on digitalisation. We would be buyers of the shares, especially 
on any weakness.

Infineon (R, PT EUR 22)
In our view, Infineon (IFX) is well placed to benefit from 
secular growth trends in car electrification, industrial 
automation and Internet of Things (IoT) connectivity. This will 
be driven by increased demand for energy-efficient devices 
(batteries, stand-by power, variable speed drives); renewable 
energy (solar/wind turbine power inverters), and drive train 
electrification. Over the Internet of Things, cyber-physical 
systems communicate and cooperate with each other and 
with humans in real time.
IFX looks set to generate weaker-than-normal sales growth 
in the fiscal year (FY) 2020 (September), down -5.5% on a 
like-for-like basis, particularly in the automotive segment, and 
to a lesser degree in its industrial and multi-market businesses. 
The pace of the auto industry’s recovery remains unclear. 
However, given recent positive data points from regions such 
as the US and China, we believe that auto order momentum 
should recover into FY 2021.
With its recent acquisition of Cypress Semiconductor, IFX can 
now be a full system supplier to its customers (rather than a 
component supplier), which may help drive earlier customer 
engagement (e.g. in the design process) thanks to Cypress’ 
expertise in connectivity and memory.
Given the recent run-up in the shares, we would be buyers 
on any weakness.

Source: Bloomberg, as at 16 September 2020.

Dassault Systèmes

Source: Bloomberg, as at 16 September 2020.

Infineon
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Market Context
As mentioned in previous sections, for us, Industrials 4.0 
represents the shift from the factory to the smart enterprise, 
which is characterised by connectivity at all levels. This fourth 
industrial revolution can be seen as a virtuous circle driven by 
technological progress, particularly in communication equipment. 
The development of increasingly powerful processors and sensors 
has enabled the advent of new cutting-edge areas including 
cloud computing, 5G, the internet of things, artificial 
intelligence, big data and virtual or augmented reality.
The following trade idea offers investors the possibility of 
building an exposure to the theme with a defensive risk profile.

How does it work
This product allows investors to receive a guaranteed coupon 
of 6% -7% per year by monetising the volatility on a basket 
of European stocks linked to the Industry 4.0 theme. It has an 
‘airbag strike level’ of 80%, which means that it would suit 
investors who do not believe the underlying stocks will fall by 
20% or more over the life of the product. If they do, the investor 
would receive the worst-performing stock bought at a 20% 
discount. If all three stocks mature above their airbag strike 
level, the investor would receive his or her full capital back 
at maturity.

Why we like this basket of stocks?
Dassault Systemes: Dassault Systemes (DSY) software 
solutions span modelling and scientific simulation to 
manufacturing production and logistics optimisation. DSY 
software helps clients create, test, and evaluate the product 
and/or service experience; it then feeds it back into the design 
process to help drive further improvements. In that sense, the 
group is very much in line with the thematic of Industry 4.0 and 
the current trend of automation and data exchange in 
manufacturing technologies.
Schneider Electric: Schneider is a clear number one player in 
energy management and a top player in automation, where it 
holds a dominant market niche. The company has two main 
divisions, Energy Management and Industry Automation, and 
has a 60% stake in software pure play Aveva, which hosts most 
of the group software assets. Schneider reported another set of 
solid results in H1 2020, with revenues and profits ahead of 
consensus analyst expectations.
ABB: Following the recent disposal of its Power Grids unit, ABB 
will have about 50% exposure to industrial automation, 
including 15% to robotics. We expect the Covid-19 crisis to 
accelerate two trends: onshoring of production closer to 
demand areas and increased automation / robotisation. ABB 
has exposure to both of these trends. We believe its valuation 
has room to expand, given the company’s exit from asset-heavy, 
capital-intense and low-margin businesses. This could be 
combined with margin expansion.

Structured Product idea – Equities
Autocallable Yield Note on Industry 4.0 European Basket

Underlying Assets
Name Bloomberg Ticker Strike Date Reference Price Airbag Strike Level 

Dassault Systemes DSY FP 22.09.2020 100% 80%

Schneider Electric SU FP 22.09.2020 100% 80%

ABB ABBN SE 22.09.2020 100% 80%

In Switzerland, a structured product does not constitute a collective investment scheme governed by the Swiss Collective Investment Schemes Act 
(“CISA”) and is, therefore, not subject to the authorization or supervision by the Swiss Financial Market Supervisory Authority (“FINMA”). Note 
that the investor bears default risk of the Issuer (see section “General Risks” at the back of this document).
This product is not issued: All terms and conditions mentioned here are set out for illustrative purposes only and will be confirmed or adjusted, 
if the Product is issued, in the final documentation of the Product prepared by the Issuer and setting forth the complete and legally binding terms 
and conditions of the Product (including the simplified prospectus according to Swiss law) (the “Original Documentation”). There is no assurance 
that the Product will be issued on the basis of the above indicative terms and no specific issuer shall be obliged to issue any security or instrument 
on such indicative terms. A copy of the Original Documentation and any other documentation on the Product may be obtained free of charge from 
your Relationship Manager.
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Structured Product idea – Equities
Autocallable Yield Note on Industry 4.0 European Basket

Source: Bloomberg, as at 16 September 2020.

Dassault Systemes 5Y Graph

Source: Bloomberg, as at 16 September 2020.

Schneider Electric 5Y Graph

Source: Bloomberg, as at 16 September 2020.

ABB 5Y Graph

In Switzerland, a structured product does not constitute a collective investment scheme governed by the Swiss Collective Investment Schemes Act 
(“CISA”) and is, therefore, not subject to the authorization or supervision by the Swiss Financial Market Supervisory Authority (“FINMA”). Note 
that the investor bears default risk of the Issuer (see section “General Risks” at the back of this document).
This product is not issued: All terms and conditions mentioned here are set out for illustrative purposes only and will be confirmed or adjusted, 
if the Product is issued, in the final documentation of the Product prepared by the Issuer and setting forth the complete and legally binding terms 
and conditions of the Product (including the simplified prospectus according to Swiss law) (the “Original Documentation”). There is no assurance 
that the Product will be issued on the basis of the above indicative terms and no specific issuer shall be obliged to issue any security or instrument 
on such indicative terms. A copy of the Original Documentation and any other documentation on the Product may be obtained free of charge from 
your Relationship Manager.
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Structured Product idea – Equities
Autocallable Yield Note on Industry 4.0 European Basket

Early redemption
This product can be redeemed early at 100% plus the pending 
Coupon for the period, if, on any of the predefined observation 
dates, all the Underlying Assets close above their Reference 
Price. The first autocall date will be in six months.

Possible payouts at maturity (If no early 
redemption has occurred)
· If none of the Underlying Assets closes below its Airbag 

Strike on Maturity Date, the investor would receive in cash 
100% of the invested capital, plus the last Coupon.

· If at least one of the Underlying Assets closes below its 
Airbag Strike on Maturity Date, the investor would receive a 
predefined number of shares of the worst performer bought 
at the Airbag Strike Level (physical delivery), plus the last 
Coupon.

Guarantee
The coupon is paid irrespective of the Underlying Assets’ price 
movement. It occurs on a quarterly basis. If the product is 
redeemed early, no further coupon will be paid.

General Benefits & General Risks

General Benefits
· Unconditional Coupon Payment.
· Airbag Strike level of 80%.
· Autocall Quarterly from Q2.

General Risks
· Potential loss in capital should the worst-performing 

Underlying Asset closes below its Airbag Strike level.
· Credit risk of the issuer.
· Secondary price of the product: volatility, correlation of the 

Underlying Assets and interest rates will affect the mark-to-
market value of the product.

· Reinvestment risk in case of autocall.

Key characteristics
SVSP/EUSIPA Reverse Convertible (1220) Coupon [6% -7%] pa
Category Yield Enhancement Barrier Level NA
Issuer External, in Lombard Odier’s 

approved issuer’s list
Autocallable Quarterly starting from Q2

G2 (Lombard Odier  
internal name)

TBD Issue Date 22 September 2020

ISIN TBD Payment Date 06 October 2020
Valoren TBD Maturity Date 22 September 2021
Asset Class Equity Redemption Date 06 October 2021
Currency EUR Subject to early redemption Yes
FX Hedge Yes Quotation Dirty
Initial Price 100% Delivery Physical
Trading Nominal Liquidity Daily
Strike 80% of Initial Level

In Switzerland, a structured product does not constitute a collective investment scheme governed by the Swiss Collective Investment Schemes Act 
(“CISA”) and is, therefore, not subject to the authorization or supervision by the Swiss Financial Market Supervisory Authority (“FINMA”). Note 
that the investor bears default risk of the Issuer (see section “General Risks” at the back of this document).
This product is not issued: All terms and conditions mentioned here are set out for illustrative purposes only and will be confirmed or adjusted, 
if the Product is issued, in the final documentation of the Product prepared by the Issuer and setting forth the complete and legally binding terms 
and conditions of the Product (including the simplified prospectus according to Swiss law) (the “Original Documentation”). There is no assurance 
that the Product will be issued on the basis of the above indicative terms and no specific issuer shall be obliged to issue any security or instrument 
on such indicative terms. A copy of the Original Documentation and any other documentation on the Product may be obtained free of charge from 
your Relationship Manager.
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Portfolio Considerations

Reaffirming the importance of holding gold
Gold has benefitted from a strong positive momentum this 
summer, reaching a new all-time high above USD 2050/oz 
on 7 August. The combination of depressed real rates, TINA 
(‘There Is No Alternative’ for investors) and expansionary 
policies has lifted equity markets and gold as well. On 23 July, 
we decided to decrease our allocation to gold from 6% to 3% 
for most balanced portfolios by materialising some profits, 
while still keeping a strategic holding. Gold can be a defensive 
asset to shield portfolios in a low yield environment, but its 
inherent volatility (similar to that of equities) requires tactical 
monitoring.
Considering the level of uncertainty surrounding the ongoing 
Covid-19 pandemic, along with the Federal Reserve’s easing 
policy, we believe that gold is likely to continue to be supported 
at close to current price levels. We have set our year-end-target 
in a range of USD 1850-2000/oz with limited upside going 

forward. Even if the US presidential elections are a risk for 
the US dollar – and consequently for gold – we consider that 
it should not be a game changer as low real rates remain the 
main fundamental catalyst for gold currently.
Our base case scenario is still one where gold trades lower in 
the medium/long term (our 12-month target is USD 1,600/oz) 
once the recovery is well established and once real rates can 
recover from current historically low levels.
Regardless of the shape of the recovery, the pandemic will 
likely have a lasting effect on asset allocation. We believe it 
will also continue to reinforce the role of gold as a strategic 
asset. Strategically, our view is that gold should remain a core 
holding in investors’ portfolios because it is one of the best 
alternatives to government bonds in periods of zero rates. 
It thus sometimes (although definitely not always) acts as 
a hedge against market shocks.

Currencies
Outlook

FX performance

Source: Lombard Odier, as at 17 September 2020.

Source: Lombard Odier, as at 17 September 2020.

Currencies preferences
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EUR CHF JPY CNH

Overweight

Neutral

Underweight

0

USD

Price 5 days 1 month 3 months YTD

EURUSD 1.177 -0.39 -0.85 4.67 4.96
EURCHF 1.074 0.20 0.23 -0.66 1.11
EURJPY 123.6 1.47 1.83 -2.63 -1.46
EURGBP 0.910 1.39 -0.45 -1.59 -7.04
GBPUSD 1.293 1.00 -1.30 3.01 -2.44
USDJPY 105.0 1.09 0.96 1.92 3.45
AUDUSD 0.728 0.25 0.86 5.69 3.63
USDCHF 0.912 -0.19 -0.62 3.99 5.95
GBPCHF 1.180 -1.17 0.69 0.95 8.72
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Currencies
Investment idea

A ‘bearish risk reversal’ to tactically shield and/or 
reduce your gold holdings
As highlighted on the previous page, we believe gold has little 
room to overshoot its present price and will likely consolidate 
at current levels, despite our conviction that the macro context 
will remain supportive in the near term. In the meantime, 
considering that the US presidential elections, the evolution 
of the Covid-19 crisis, and the evolution of Federal Reserve 
policy are all potential headwinds, we believe it is definitely 
time for investors to shield or reduce gold (XAU) holdings.
As such, we would recommend putting some hedges in place. 
This will allow investors to shield recent XAUUSD gains while 
potentially reducing gold holdings.
We would buy a put option at 1800 to be fully shielded in case 
of a potential downside of gold, but it comes at a cost!
Tactically, the options market is currently skewed in favour of 
calls, so put options are comparably cheaper than call options. 
In addition to the long put at 1800, we would sell a call option 
at 2180 to profit from this market environment, as we are very 
comfortable potentially selling gold at USD 2180 per ounce.
Consequently, on a cashless basis, your right to sell gold 
(protection level) is closer to the spot price (-150 USD) than 
the obligation to sell it (+230 USD).
The combination of these two options, a long put and a short 
call, is called a ‘short risk-reversal.’ The scenarios at maturity 
are as follows:
· Should XAUUSD trade above 2180 at expiry, the investor 

will sell XAUUSD at 2180
· Should XAUUSD trade between 1800 and 2180 at expiry, 

the strategy expires worthless
· Should XAUUSD trade below 1800 at expiry, the investor 

will sell XAUUSD at 1800 (full protection)
This strategy may suit investors wanting to shield their gold 
holdings and/or ready to reduce them.

September Forecasts (3-12M)

Major Currency Pairs 
 & commodities Spot 4Q20

Forecast
2Q21

Forecast
EM 

Currencies Spot 4Q20
Forecast

2Q21
Forecast

EUR/USD 1.1775 1.21 1.23 Asia
USD/CHF 0.9125 0.92 0.91 USD/CNY 6.77 6.99 6.94
EUR/CHF 1.0745 1.11 1.12 USD/IDR 14,858 14,638 14,492
USD/JPY 104.85 101 100 USD/INR 73.7 75.10 74.50
EUR/JPY 123.50 122 123 LatAm
GBP/USD 1.2960 1.33 1.37 USD/MXN 21.08 22.30 22.10
EUR/GBP 0.9090 0.91 0.90 USD/BRL 5.23 5.44 5.55
AUD/USD 0.7270 0.73 0.74 USD/COP 3,687 3,715 3,771
NZD/USD 0.6690 0.67 0.67 CEEMEA
USD/CAD 1.3230 1.31 1.30 USD/RUB 75.00 73.00 72.50
XAU/USD 1,945 1850-2000 1600.001 USD/TRY 7.51 7.13 7.42

Oil(Brent/USD) 41.50 - 401 USD/ZAR 16.38 17.40 17.80
1 12 months forecast.

XAUUSD spot rates

Source: Bloomberg, as at 17 September 2020.

XAUUSD bearish risk reversal - Payout at maturity

Source: Lombard Odier, as at 17 September 2020.
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Currencies
FX and Precious Metals Trades mentioned in other WIN editions

Important information: the investments featured here refer to transactions considered “packaged retail investment products” or “PRIIPs” under 
European laws. A Key Information Document (KID) providing a comprehensive understanding of the PRIIP’s nature, characteristics and risks is 
available from your Relationship Manager upon request.

Date of 
WIN issue

View Trades Instrument
Expiry 

of Trade 
Initial 
price

Target Status
Current 

price
Performance

3-May-18 Tactical Basket BRL-IDR-CNH Structured product 100% Cap. Guar. 24-May-21 100% > 100 Open 99.50% -0.50%

11-Jul-19 Tactical Basket BRL-RUB-IDR Structured product 100% Cap. Guar. 19-Jan-21 100.00% > 100 Open 99.30% -0.70%

12-Dec-19 Tactical Basket MXN-RUB-INR-CNH 100% Capital Protected 2-year 20-Dec-21 100.00% >100 Open 98.05% -1.95%

18-Jun-20 Tactical Bullish EUR/USD Forward Plus Capped 21-Sep-20 0.00 3.10% Open 2.97% 2.97%

3-Jul-20 Tactical Bullish EUR/CHF Forward Plus 7-Oct-20 0.00 3.00% Open 0.85% 0.85%

10-Jul-20 Tactical Neutral XAU/USD Pivot XAU/USD 12-Oct-20 0.00 6.65% Open -1.49% -1.49%

16-Jul-20 Tactical Neutral GBP/USD Short Strangle 1.22-1.28 16-Oct-20 0.02            0.00% Open -0.02      -0.53%

23-Jul-20 Tactical Neutral USD/CHF Dual Currency Investment 24-Sep-20 0.00           0.00% Open 0.00       0.42%

31-Jul-20 Tactical Bearish XAU/USD Long Put 2-Nov-20 0.02            0.00% Open 0.01        -1.09%

6-Aug-20 Tactical Bearish USD/JPY Forward 30-Oct-20 105.40      101.00 Open 104.78   0.59%

14-Aug-20 Tactical Neutral XAG/USD Short Call strike 30.00 13-Nov-20 0.05            0.00 Open -0.03      2.26%

21-Aug-20 Tactical Neutral GBP/USD Short Call 1.33 20-Nov-20 0.01            0.00 Open -0.01      0.30%

28-Aug-20 Tactical Bearish USD/KRW Long Put 1150 25-Feb-21 0.01            0.03 Open 0.01        0.22%

Source: Lombard Odier, as at 17 September 2020.

Total Winners Losers Flat

175 106 60 9Number of recommendations (since June 2016)

Currently open

13
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Alpha
Alpha represents the performance of a 
portfolio relative to a benchmark, it is 
often considered to represent the value 
that a portfolio manager adds to or 
subtracts from a fund’s return. In other 
words, alpha is the return on an investment 
that is not a result of general movement in 
the greater market. As such, an alpha of 0 
would indicate that the portfolio or fund is 
tracking perfectly with the benchmark 
index and that the manager has not added 
or lost any value. (Investopedia)

Amount (Amt)
Amount of a bond issue, expressed in 
millions of units of the currency.

“Barbell”
A “barbell” bond investment strategy 
allocates the entire portfolio to short-term 
and long-term bonds in order to reduce the 
portfolio’s sensitivity to an increase in 
interest rates. The investor therefore 
benefits from higher income from 
long-term bonds, while their exposure to 
short-term instruments provides security 
and flexibility.

BOE
Bank of England 

BoJ
Bank of Japan

Balance of trade
Difference between the value of a 
country’s exports and its imports of goods 
and services.

Ccy
Currency

Coupon (Cpn)
Paid interest in percent. The letter “s” 
indicates it is paid semi-annually.

Current account balance
(current account)
Net balance of a country’s trade with third 
countries, integrating the value of exports 
of goods and services less that of imports 
and the balance of capital transfers. 

Days
Number of accrued days.

Deflation
Environment in which consumer prices 
generally fall. The opposite situation 
(inflation) is far more common.

EBITDA
Earnings before interest, taxes, 
depreciation and amortisation

ECB
European Central Bank

EM
Emerging market(s)

EMBI
Emerging Market Bond Index, as defined 
by JP Morgan

EPS
Earnings per share 

Equity long/short managers 
Managers, primarily of hedge funds, who 
use an equity long-short strategy, which 
involves taking long positions in stocks 
that are expected to increase in value and 
short positions in stocks that are expected 
to decrease in value. 
(BarclayHedge)

Event-driven
Event risk is the risk that the ability of 
an issuer to make interest and principal 
payments will change because of rare, 
discontinuous, and very large, 
unanticipated changes in the market 
environment such as (1) a natural or 
industrial accident or some regulatory 
change or (2) a takeover, or corporate 
restructuring. (Investopedia) 

Expected outperformance
The security is expected to do better than 
its peers in terms of total return in a 
12-month time horizon.

Expected underperformance
The security is expected to do worse than 
its peers in terms of total return in a 
12-month time horizon.

FCF
Free cash flow

Federal Reserve
US central bank, commonly known as “the 
Fed”.

Glossary

FINMA
Swiss Financial Market Supervisory 
Authority.

FOMC
Federal Open Market Committee

FRN
Floating-rate note.

GDP
Gross Domestic Product (total wealth 
produced by a country)

Govt spread
Yield spread versus government bonds

High-yield
Bond rated below investment-grade. These 
bonds have a higher risk of default or other 
adverse credit events, but typically pay 
higher yields than better-quality bonds in 
order to make them attractive to investors.

Issuer
Entity that placed the relevant bond on the 
market.

Issue date (Iss)
Day, month and year of the issue of a bond.

Inflation linked bonds (ILBs) 
Primarily issued by sovereign governments 
such as US and UK, ILBs are indexed to 
inflation so that the principal and interest 
payments rise and fall with the rate of 
inflation. Inflation can significantly erode 
investors’ purchasing power, and ILBs can 
potentially provide protection from 
inflation’s effects. ILBs may also offer 
additional benefits in a broader portfolio 
context.

IP
Industrial production

ISIN
International Securities Identification 
Number Uniquely identifies a security.

Key rate
Overnight rate of interest, set by the 
central bank.

LIBOR London interbank offered rate
Series of money market reference rates for 
different currencies produced by the 
British Bankers’ Association, reflecting the 
average rate at which a sample of large 
banks based in London lend to other large 
banks without the loan being guaranteed 
by securities.
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Glossary

Liquidity risk managers
Liquidity risk is the risk that arises from 
the difficulty of selling an asset in a timely 
manner. It can be thought of as the 
difference between the “true value” of the 
asset and the likely price, less 
commissions. (Investopedia)

Lower Tier 2 included
A debt that is subordinated to senior debt 
buts ranks ahead of Upper Tier 2 and Tier 
1 capital.

Maturity
Redemption date of the issue.

MoM
Month on month

M. Dur
Modified duration expresses the 
measurable change in the value of a 
security in response to a change in interest 
rates.

Name
Name of issuer

NAV
Net Asset Value, or book value

ND/EBITDA
Net debt to EBITDA ratio.

A measurement of leverage, calculated as 
a company’s interest-bearing liabilities 
minus cash or cash equivalents, divided by 
its EBITDA. The net debt to EBITDA ratio 
is a debt ratio that shows how many years it 
would take for a company to pay back its 
debt if net debt and EBITDA are held 
constant. If a company has more cash than 
debt, the ratio can be negative.

NFPs
Nonfarm Payrolls

Non-IG
Non-investment-grade issuers, which 
therefore have a rating of BB+ or below. 

ParCurve
Bench-mark yield curve

PBOC
People’s Bank of China

PMI
Purchasing Managers Index

PPE
“Propriété par étages”  
(condominium ownership)

Price
Indicative closing price.

Price target
A projected price level as stated by an 
investment analyst or advisor. A price that, 
if achieved, would result in a trader 
recognising a good outcome for his or her 
investment. The price at which the trader 
would like to exit his or her position.

Option spread
An option spread strategy involves buying 
and selling the same number of options on 
the same underlying security with 
different strike prices.

QoQ
Quarter-on-quarter

Quantitative easing
An unconventional monetary policyin 
which a central bank purchases 
government securities or other securities 
from the market in order to lower interest 
rates and increase the money supply. 
Quantitative easing increases the money 
supply by flooding financial institutions 
with capital in an effort to promote 
increased lending and liquidity.
Quantitative easing is considered when 
short-term interest rates are at or 
approaching zero, and does not involve the 
printing of new banknotes

R
Recommended positioning or issuer

Rating
Composite rating (Fitch, Moody’s and 
Standard & Poors)

ROE
Return on equity

Sec. no.
ISIN identification number

Front, short, intermediary, long, very 
long segments
Maturities of respectively 1-3 years, 3-5 
years, 5-7 years, 7-10 years, 10+ years 

Seagull
A seagull is an option strategy which 
involves a purchase of a call spread and the 
sale of a put option, or inversely.

Settl
Settlement date at subscription.

SNB
Swiss National Bank.

Soft comm.
Soft commodities

SPI
Swiss Performance Index

Swap
Spread between the yield of the bond and 
the yield from the appropriate swap curve.

Systematic macro managers
Fund managers who adjust a portfolio’s 
long- and short-term positions on a 
particular security according to price 
trends. Systematic managers decide to 
allow a security to remain part of the 
portfolio as long as the price of that 
security remains above a predetermined 
level. (Investopedia)

TER
Total Expense Ratio

Underlined/Red: Avoid
This indicates a security which has a 
significant probability of default in a 
12-month (no‘s’) horizon.

Tapering
Gradual reduction of the Fed’s asset 
purchase programme.

VIX Index
Chicago Board Options Exchange (CBOE) 
Volatility Index. It measures the stock 
market’s expectation of 30-day volatility.

Yield (YTM) Yield to maturity
The total return anticipated on a bond if 
the bond is held until the end of its 
lifetime.

Yield curve
Graphical representation of the reference 
interest rates for each maturity. The 
difference between the yields on long-and 
short-term maturities indicates the 
steepness of the curve.

YoY
Year on year
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General Risks
Market Risk: During its lifetime, the performance of the Product depends on the general global economic situation along with the 
political and economic factors in the specific countries. In particular, any changes in market prices (e.g., interest rates, stock prices, foreign 
exchange rates or commodity prices) can have a negative effect on the valuation of the Product. Investing in this Product represents a 
potential loss similar to a direct investment in the Underlying Assets and could thus result in a total loss of the invested capital. If the 
Underlying Assets’ performance on Maturity Date is higher than 100% plus the Coupon, the investor will suffer from an opportunity loss 
(direct investment in the Underlying Assets).
Credit Risk: This product is a type of debt instrument, which is a loan to the Issuer. It bears the risk of default of the Issuer and, if any, of 
the Guarantor. The credit risk of the Issuer and, if any, of the Guarantor may change during the term of the product. The Issuer and, if any, 
the Guarantor are rated either by Moody’s, Standard & Poor’s and/or Fitch. Please refer to the rating of these agencies to assess the credit 
risk of the Issuer and, if any, of the Guarantor. This product represents direct unsecured and unsubordinated obligations of the Issuer.
Currency Risk: If an investment is denominated in a currency other than the investor’s base currency, changes in the rate of exchange 
may have an adverse effect on value, price or income.

The Lombard Odier Equity Research rating system

Financial Rating
The financial rating and price target are derived from an analytical process conducted by the Equity Research Department of Bank 
Lombard Odier & Co Ltd. This process is based primarily on company fundamentals, and secondarily on valuation and momentum 
indicators.
The process results in the financial rating, which indicates the expected performance of a security over 12-18 months relative to the 
benchmark of its sector. Four ratings are possible:
· Research List - Focus (“RF”): A stock that is the analyst’s best pick within his/her universe, over 12-18 months.
· Research List (“R”): A stock expected to post a performance over 12-18 months above that of its sector benchmark.
· Swiss Conviction List (“SCL”): Denotes a supplementary list of Swiss stocks that are recommended by the department’s Equity team.
· Not Rated (“NR”): A stock that is not one of our preferred picks within the sector.
For each stock rated RF, R or SCL we issue a 12-month price target.

Thematic exposure
The Equity Research Department has identified nine investment themes that represent a significant long-term market opportunity 
(>USD 100 bn) and an incremental growth opportunity.
· (++)/(+): Indicates that a stock is very positively/moderately impacted by a particular investment theme.
· (-)/(--): Indicates that a stock is negatively/very negatively impacted by an investment theme.
· ( ): Impact on the stock by this investment theme is neutral or not relevant.

Extra-financial “ESG” Rating
Since 1998, Lombard Odier has also produced extra-financial ratings for companies according to socially responsible investment criteria. 
Each company is rated in the following “ESG” categories:
· Environmental: group-wide policy, international certifications, product innovation.
· Social: service quality, health & safety, training, ethics, community involvement.
· Governance: structure, independence, voting rights, compensation, controversy management.
The ratings (A: best quartile; D: worst) follow a proprietary methodology implemented in 2014. These ratings are partly based on our 
main information provider, Sustainalytics.

Bond rating system (source Bloomberg Composite)
AAA: A bond rated “AAA” has the highest rating assigned by Bloomberg Composite. The issuer’s capacity to meet its financial commitment 
on the bond is EXTREMELY STRONG/AA: A bond rated “AA” differs from the highest rated bonds only to a small degree. The issuer’s 
capacity to meet its financial commitment on the bond is VERY STRONG./A: A bond rated “A” is somewhat more susceptible to the 
adverse effects of changes in circumstances and economic conditions than bonds in higher rated categories. However, the issuer’s 
capacity to meet its financial commitment on the bond is still STRONG./BBB: A bond rated “BBB” exhibits ADEQUATE protection 
parameters. However, adverse economic conditions or changing circumstances are more likely to undermine the issuer’s capacity to 
meet its financial commitment on the bond./BB+ to CCC: From and including BB+ to CCC, the bond is vulnerable to non-payment. In 
the event of adverse business, financial, or economic conditions, the issuer is not likely to have the capacity to meet its financial 
commitment on the bond./Plus (+) or minus (-): The ratings from “AA” to “CCC” may be modified by the addition of a plus or minus sign 
to show relative standing within the major rating categories. Source: Bloomberg Composite



Important information 
This is a marketing communication issued by Bank Lombard Odier & Co Ltd (hereinafter “Lombard Odier”). 
It is not intended for distribution, publication, or use in any jurisdiction where such distribution, publication, or use would be unlawful, 
nor is it aimed at any person or entity to whom it would be unlawful to address such a marketing communication.
This marketing communication is provided for information purposes only. It does not constitute an offer or a recommendation to 
subscribe, purchase, sell or hold any security or financial instrument. It contains the opinions of Lombard Odier, as at the date of issue. 
These opinions and the information contained herein do not take into account an individual’s specific circumstances, objectives, or 
needs. No representation is made that any investment or strategy is suitable or appropriate to individual circumstances or that any 
investment or strategy constitutes personalised investment advice to any investor. Each investor must make his/her own independent 
decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of 
each person and may be subject to change in the future. Lombard Odier does not provide tax advice. Therefore, you must verify the above 
and all other information provided in the marketing communication or otherwise review it with your external tax advisors. Some 
investment products and services, including custody, may be subject to legal restrictions or may not be available worldwide on an 
unrestricted basis.
The information and analysis contained herein are based on sources considered reliable. Lombard Odier uses its best effort to ensure the 
timeliness, accuracy, and comprehensiveness of the information contained in this marketing communication. Nevertheless, all 
information and opinions as well as the prices, market valuations and calculations indicated herein may change without notice.
Investments are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment 
advisor and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and 
accounting consequences. The investments mentioned in this marketing communication may carry risks that are difficult to quantify and 
integrate into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market 
instruments bear risks, which are higher in the case of derivative, structured, and private equity products; these are aimed solely at 
investors who are able to understand their nature and characteristics and to bear their associated risks. On request, Lombard Odier will 
be pleased to provide investors with more detailed information concerning risks associated with given instruments. Past performance 
is no guarantee of current or future returns, and the investor may receive back less than he/she invested. The value of any 
investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. Exchange rates may fluctuate 
and adversely affect the value of the investment when it is realised and converted back into the investor’s base currency. The liquidity of 
an investment is subject to supply and demand. Some products may not have a well-established secondary market or in extreme market 
conditions may be difficult to value, resulting in price volatility and making it difficult to obtain a price to dispose of the asset.
This marketing communication is not issued by the organisational unit of the Bank Lombard Odier & Co Ltd responsible for the 
production of financial research, as defined under the Swiss Bankers Association Directives on the Independence of Financial Research. 
Consequently, it is not prepared in accordance with the provisions of the referred Directives or any other legal requirements designed to 
promote the independence of the production of financial research. Opinions expressed in this marketing communication may differ from 
the opinions expressed by other divisions of Lombard Odier, including Bank Lombard Odier & Co Ltd’s Research Department. 
Nevertheless, if opinions from financial analysts belonging to the Research Department are contained herein, such analysts attest that all 
of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, 
financial analysts are expressly prohibited from owning any securities that belong to the research universe they cover. Lombard Odier 
may hold positions in securities as referred to in this marketing communication for and on behalf of its clients and/or such securities may 
be included in the portfolios of investment funds as managed by Lombard Odier or affiliated Group companies. Lombard Odier recognises 
that conflicts of interest may exist as a consequence of the distribution of financial instruments or products issued and/or managed by 
entities belonging to the Lombard Odier Group. Lombard Odier has a Conflict of Interests policy to identify and manage such conflicts 
of interest.
Switzerland: This marketing communication has been approved for use in Switzerland by Bank Lombard Odier & Co Ltd Geneva, a 
bank and securities dealer authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA).
United States: Neither this document nor any copy thereof may be sent to, taken into, or distributed in the United States of America, any 
of its territories or possessions or areas subject to its jurisdiction, or to or for the benefit of a United States Person. For this purpose, the 
term “United States Person” shall mean any citizen, national or resident of the United States of America, partnership organised or existing 
in any state, territory or possession of the United States of America, a corporation organised under the laws of the United States or of any 
state, territory or possession thereof, or any estate or trust that is subject to United States Federal income tax regardless of the source of 
its income.
This marketing communication may not be reproduced (in whole or in part), transmitted, modified, or used for any public or commercial 
purpose without the prior written permission of Lombard Odier. 
Data protection:
You may be receiving this communication you have provided us with your contact details. If this is the case, note that we may process your 
personal data for direct marketing purposes. If you wish to object to this processing, please address your objection to the Group’s Data 
Protection Officer: Bank Lombard Odier & Co Ltd, Group Data Protection Officer, 11, Rue de la Corraterie, 1204 Geneva, Switzerland. 
E-Mail: group-dataprotection@lombardodier.com. For more information on Lombard Odier’s data protection policy, please refer to 
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