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Highlights 
 
This month’s report is all about moderation and momentum reversal. In Q1, We observed 
bubble signals in Equities, Fixed Income, Commodities (oil) and Currencies (US Dollar, 
Russion Rouble) all simultanously. Bubbles are unsustainable processes. Consequently, 
now we can see Global markets that are stabilizing and even correcting: 
 
•  In Q1, we had the portfolio rebalancing effects driven by the ECB’s extra-ordinary 

measures. As a consequence, we saw a  broad and general appearance of bubble 
warning signals in European Equities and Fixed Income indices. Now we see a general 
relaxation with European Equities and Bond prices going down simultaneously; 

•  In Q1, we saw a strengthening of the US Dollar and a weakening of the Russian Rouble 
which both had bubble-like mathematical characteristics. This process has ended: 
Russian Rouble is strengthening and US Dollar has peaked; 

•  In Q1, Oil and Energy related products were free-falling with the clear mathematical 
fingerprint of a negative bubble. These have found a bottom now. 
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434 systemic assets are monitored 

	  	   #	  Assets	  

#	  Bubbles	  
May	  1st	  
2015	  

%	  Bubbles	  
May	  1st	  
2015	  

%	  Bubbles	  
April	  1st	  
2015	  

%	  Bubbles	  
March	  1st	  

2015	  

%	  Bubbles	  
February	  1st	  

2015	  

%	  Bubbles	  
January	  1st	  

2015	  

%	  Bubbles	  
December	  1st	  

2014	  
Fixed	  Income	  Indices	   116	   75	   65%	   78%	   85%	   76%	   30%	   14%	  

Government	   34	   23	   68%	   76%	   88%	   82%	   67%	   36%	  
Corporate	   82	   52	   63%	   79%	   84%	   73%	   16%	   5%	  

EquiGes	  Indices	   184	   55	   30%	   32%	   25%	   18%	   22%	   12%	  
Country	   77	   22	   29%	   32%	   21%	   21%	   21%	   10%	  

US-‐Sector	   63	   6	   10%	   14%	   21%	   27%	   38%	   22%	  
EUR-‐Sector	   32	   22	   69%	   78%	   56%	   3%	   3%	   3%	  

Special	  	   12	   5	   42%	   33%	   0%	   0%	   0%	   0%	  
CommodiGes	   38	   7	   18%	   29%	   45%	   39%	   24%	   34%	  
Currencies	   96	   12	   13%	   33%	   39%	   47%	   33%	   43%	  

Total	   434	   149	   34%	   44%	   46%	   42%	   27%	   21%	  
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Fixed Income 
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In	  the	  previous	  month,	  we	  
have	  seen	  a	  spike	  in	  Yields.	  
The	  graph	  shows	  the	  Bund	  
Yield	  (10	  Year	  German	  
Bonds).	  
	  

Asset Class – Fixed Income 

Source: Thomson Reuters Eikon 
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The	  rise	  in	  yields	  was	  also	  
seen	  in	  corporate	  bond	  
prices.	  	  
The	  graph	  shows	  two	  price	  
indices,	  iBoxx	  EUR	  Retail	  
and	  Technology.	  
	  

Asset Class – Fixed Income 

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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General	  Observa6on:	  
	  
The	  first	  quarter	  of	  2015,	  there	  
was	  an	  unprecedented	  rise	  in	  
bubble	  warning	  signals	  in	  fixed	  
income	  indices.	  In	  the	  wake	  of	  
the	  ECB	  QE	  announcement	  of	  
January	  22nd,	  more	  than	  80%	  of	  
the	  indices	  that	  we	  monitor	  
gave	  clear	  warning	  signals.	  	  
	  
In	  the	  last	  month,	  a	  relaxaIon	  is	  
se^ng,	  which	  is	  most	  visible	  in	  
European	  Corporate	  bonds.	  
	  

Asset Class – Fixed Income 
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Asset Class – Fixed Income Indices 
Fixed	  Income	  Country	  Indices Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence
iBoxx	  EUR	  Netherlands	  Index 10,2% 51,4% 12,2%
iBoxx	  EUR	  Austria	  Index 11,0% 50,7% 21,1%
iBoxx	  EUR	  Ireland	  Index 10,4% 50,7% 65,0%
iBoxx	  EUR	  Italy	  Index 12,2% 50,1% 33,7%
iBoxx	  EUR	  Belgium	  Index 12,9% 47,9% 15,8%
iBoxx	  EUR	  Spain	  Index 10,7% 45,9% 43,3%
iBoxx	  EUR	  Slovakia	  Index 10,4% 45,0% 54,0%
iBoxx	  EUR	  France	  Index 10,9% 41,8% 14,9%
iBoxx	  EUR	  Germany	  Index 11,6% 31,7% 29,9%

iBoxx	  Asia	  Indonesia	  Government	  Index 10,8% 28,2% 9,7%

Fixed	  Income	  Sector	  Indices Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence
iBoxx	  USD	  Insurance	  Subordinated	  Index 8,1% 42,5% 51,8%
iBoxx	  EUR	  Financial	  Services	  Subordinated	  Index 11,5% 41,1% 25,6%
iBoxx	  EUR	  Insurance	  Subordinated	  Index 9,3% 37,6% 16,7%
iBoxx	  EUR	  Insurance	  Index 8,1% 33,8% 12,3%
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Equities 
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Broad View: 
This plot shows the performance of some major equity indices over the past two years (the time series are rebased to 
100). We see that in the past months European Equities have outperformed US equities and have caught up with 
Japanese Equities. US Equities have gone sideways in that period. 
The valuation gap between Hong Kong and Chinese stocks is closing. This is the consequence of the HK-Shanghai 
stock trading link becoming active. 

Euro	  Stoxx	  

S&P	  500	  

Hang	  Seng	  

Nikkei	  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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Broad View: 
This plot shows the performance of some major equity indices year-to-date (the time series are rebased to 100). We 
see some relaxation in European Equities. The surge in Hong Kong stocks is striking. This is caused by new regulation 
set in place to make a trading link between Hong Kong and Shanghai. As a result, the valuation gap between Hong 
Kong and Chinese Mainland stocks is closing. 

Euro	  Stoxx	  

S&P	  500	  

Hang	  Seng	  

Nikkei	  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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When looking at Global Equities 
over the last three months we 
see: 
•  Mainland Chinese stocks 

outperforming; 
•  Hong Kong stocks catching 

up; 
•  US stocks going sideways; 
•  European stocks relaxing 

after their rally in the first 
quarter; 

•  And surprisingly Brazilian 
(Latam) stocks catching up. 

Shenzhen	  

EURO	  STOXX	  

Shanghai	  

Hang	  Seng	  

S&P500	  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 

Nikkei	  

Bovespa	  
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Asset Class – Equities Country Indices 
Equities	  Country	  Indices Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence Country
Positive	  Bubbles
SZSE	  100	  Index 108% 30% 52% China
ISEQ	  Overall	  Price	  Index 23% 26% 15% Ireland
OMX	  Copenhagen	  20	  Index 37% 23% 27% Denmark
Buenos	  Aires	  SE	  Merval	  Index 78% 22% 6% Argentina
Deutsche	  Boerse	  DAX	  Index 20% 20% 9% Germany
Nikkei	  225	  Index 35% 20% 28% Japan
BEL	  20	  Index 19% 19% 9% Belgium
OMX	  Stockholm	  30	  Index 20% 18% 9% Sweden
OMX	  Nordic	  40	  Index 23% 16% 5% Nordics
Shanghai	  SE	  Composite	  Index 119% 16% 35% China
SAX	  Index 17% 12% 7% Slovakia
Hang	  Seng	  China	  Enterprises	  Index 47% 8% 26% Hong	  Kong
Tel	  Aviv	  100	  Index 15% 7% 21% Israel
Budapest	  SE	  Index 30% 5% 24% Hungary
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Asset Class – Nordic Countries Equities Indices 

In last month’s report we saw very strong bubble signals in the Nordic countries. Even though we have seen a 
correction during the last month, the bubble warning signals are still significant. 

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 

Denmark	  

Finland	  

Eurostoxx,	  Sweden,	  
Norway	  
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Asset Class – Budapest SE Index 

In the past three months, Hungarian stocks (in orange) rose more than 30% and have outperformed 
European Stoxx (in purple) by 25%. The Budapest SE Index now shows bubble warning signals.  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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Asset Class –Equities Sector Indices 
Equities	  EUR	  Sector	  Indices Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence
Positive	  Bubbles
STOXX	  Europe	  600	  Travel	  &	  Leisure	   27% 32% 10%
STOXX	  Europe	  600	  Media	   30% 26% 11%
STOXX	  Europe	  600	  Financial	  Services	   30% 23% 10%
STOXX	  Europe	  600	  Optimised	  Consumer	  Discretionary	   26% 23% 11%
STOXX	  Europe	  600	  Health	  Care	   30% 22% 23%
STOXX	  Europe	  600	  Insurance	   24% 22% 9%
STOXX	  Europe	  600	  Chemicals	   20% 20% 7%
STOXX	  Europe	  600	  Telecommunications	   22% 19% 6%
STOXX	  Europe	  600	  Consumer	  Services	   23% 18% 9%
STOXX	  Europe	  600	  Technology	   27% 18% 12%
STOXX	  Europe	  600	  Personal	  &	  Household	  Goods	   26% 17% 12%
STOXX	  Europe	  600	  Consumer	  Goods	   25% 17% 6%
STOXX	  Europe	  600	  Optimised	  Automobiles	  &	  Parts	   26% 15% 7%
STOXX	  Europe	  600	  Automobiles	  &	  Parts	   25% 14% 6%
STOXX	  Europe	  600	  Food	  &	  Beverage	   23% 14% 5%
STOXX	  Europe	  600	  Optimised	  Consumer	  Staples	   23% 14% 6%

Equities	  US	  Sector	  Indices Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence
Positive	  Bubbles
S&P	  500	  Health	  Care	  Prvdrs&Serv 42% 33% 19%
S&P	  500	  -‐	  Health	  Care	  Technolog 40% 31% 21%
S&P	  500	  Multiline	  Retail 28% 9% 5%
S&P	  500	  -‐Real	  Estate	  Mgmt&Devp 35% 6% 28%
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Asset Class – European Equities Sector Indices 

Stoxx	  Europe	  Media	  

Stoxx	  Europe	  Consumer	  Discr	  

Stoxx	  Europe	  Travel	  &	  Leisure	  

Stoxx	  Europe	  Health	  Care	  

Stoxx	  Europe	  Chemicals	  

Stoxx	  Europe	  Insurance	  

Stoxx	  Europe	  Financial	  Services	  

The rise in European stocks has been across all sectors. Even though there has been some relaxation in the last month, still 
65% of all the Stoxx Europe Indices that we have analysed show clear bubble warning signals. 

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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A`er	  rising	  20%	  in	  Q1	  of	  2015	  
warning	  signals	  for	  European	  
Stoxx	  Sector	  indices	  have	  
jumped	  from	  0	  to	  56%	  in	  
March	  and	  to	  78%	  in	  April.	  	  
	  
We	  start	  seeing	  some	  
relaxaIon,	  now	  with	  65%	  of	  
the	  analysed	  Stoxx	  600	  
Indices	  showing	  warning	  
signals.	  

EquiIes	  
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Asset Class – Equities Single Stocks 

Next to the 185 global sector and country equities Indices, we do a bubble analysis 
on single stocks taking all S&P 500 and Stoxx Europe 600 constituents with a 
market cap higher than $ 50 bn, and all Hang Seng and Nikkei constituents with a 
market cap higher than $ 15 bn. 
 
In total, we analyzed 221 stocks, 55 of these show bubble signals (6 negative and 
49 positive bubbles).  
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Single	  Stocks
Yearly	  
Return

DS	  LPPL	  
Trust

DS	  LPPL	  
Confidence Sector Country

Positive	  Bubbles
Kao	  Corp 45% 36% 36% Consumer	  Staples JP

UnitedHealth	  Group	  Inc 51% 33% 24% Health	  Care US
Sony	  Corp 100% 33% 28% Consumer	  Discretionary JP

Anheuser-‐Busch	  InBev	  SA 39% 29% 10% Consumer	  Staples EU
Central	  Japan	  Railway	  Co 66% 26% 16% Industrials JP

MTR	  Corp	  Ltd 31% 26% 47% Industrials HK
Tokio	  Marine	  Holdings	  Inc 58% 24% 55% Financials JP

East	  Japan	  Railway	  Co 43% 23% 33% Industrials JP
Industria	  de	  Diseno	  Textil	  SA 33% 23% 19% Consumer	  Discretionary EU

L'Oreal	  SA 37% 21% 26% Consumer	  Staples EU
Actavis	  PLC 39% 20% 11% Health	  Care US

Walt	  Disney	  Co 39% 20% 23% Consumer	  Discretionary US
Allianz	  SE 22% 19% 38% Financials EU

Fanuc	  Corp 47% 19% 25% Industrials JP
Novo	  Nordisk	  A/S 59% 19% 36% Health	  Care EU

Bayer	  AG 30% 18% 31% Health	  Care EU
Walgreen	  Co 20% 17% 29% Health	  Care US

Starbucks	  Corp 41% 17% 13% Consumer	  Discretionary US
Costco	  Wholesale	  Corp 30% 16% 12% Consumer	  Staples US
Deutsche	  Telekom	  AG 36% 16% 13% Telecommunication	  Services EU

LVMH	  Moet	  Hennessy	  Louis	  Vuitton	  SA 23% 15% 12% Consumer	  Staples EU
Apple	  Inc 53% 14% 19% Information	  Technology US

AIA	  Group	  Ltd 38% 14% 29% Financials HK
Axa	  SA 20% 13% 19% Financials EU

Canon	  Inc 33% 12% 43% Information	  Technology JP
Unilever	  NV 26% 12% 15% Consumer	  Staples EU

Ping	  An	  Insurance	  Group	  Co	  of	  China	  Ltd 94% 12% 19% Financials HK

Negative	  Bubbles
Sands	  China	  Ltd -‐44% 10% 10% Consumer	  Discretionary HK
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Currencies 
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Asset Class – Currencies 

The	  strengthening	  of	  the	  US	  Dollar	  and	  weakening	  of	  Russian	  Rouble	  
has	  come	  to	  an	  end.	  

FX Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence
Chinese	  Renminbi/Euro 25% 32% 18%
US	  Dollar/Turkish	  Lira 29% 24% 20%
Chilean	  Peso/Euro 14% 22% 25%
Singapore	  Dollar/Euro 17% 21% 32%
Taiwan	  Dollar/Euro 21% 21% 10%
New	  Zealand	  Dollar/Euro 8% 21% 26%
Indonesian	  Rupiah/Euro 10% 13% 9%
Iceland	  Krona/Euro 5% 11% 8%
Korean	  Won/Euro 18% 9% 6%
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Asset Class – Currencies 

The	  strengthening	  of	  the	  US	  Dollar	  has	  come	  to	  an	  end.	  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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Asset Class – Currencies 

The	  weakening	  of	  the	  
Russian	  Rouble	  has	  
come	  to	  an	  end.	  	  
The	  Russian	  Rouble	  to	  
EUR	  exchange	  rate	  
followed	  a	  clear	  bubble	  
pacern	  with	  a	  faster-‐
than-‐exponenIal	  
growth	  followed	  by	  a	  
sharp	  correcIon	  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 
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Commodities 
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Asset Class – Commodities 

•  We	  see	  negaIve	  bubble	  signals	  in	  
so`	  commodiIes	  and	  industrial/
base	  metals;	  

•  Since	  two	  months	  there	  are	  no	  
more	  warning	  signals	  on	  energy	  
and	  related	  products.	  	  

Commodities Yearly	  Return DS	  LPPL	  Trust DS	  LPPL	  Confidence
Negative	  Bubbles
Softs	  ER	  Index -‐29% 44% 13%
Tin	  ER	  Index -‐31% 28% 48%
Sugar	  ER	  Index -‐38% 27% 13%
Coffee	  ER	  Index -‐39% 20% 7%
Nickel	  ER	  Index -‐25% 12% 38%
White	  Sugar	  ER	  Index -‐23% 10% 10%
Robsta	  Coffee	  ER	  Index -‐21% 8% 28%
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Asset Class – Commodities 

As	  suggested	  in	  our	  report	  of	  last	  
month	  energy	  seems	  to	  have	  
found	  a	  bocom	  price.	  	  
	  
Since	  two	  months	  there	  are	  no	  
more	  negaIve	  bubble	  signals	  on	  
oil,	  energy	  and	  related	  products.	  

Source: Thomson Reuters Eikon, Chair of Entrepreneurial Risk ETH Zurich 

Brent	  

WTI	  
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Conclusion 
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Fixed Income: 
 
•  Bund yields and European Corporate Bond yields rose sharply in the previous month. 

This led to a general relaxation of bubble warning signals in the European Fixed Income 
space. 

 

Equities: 
 
•  The rise in European stocks has been across all sectors. Even though there has been 

some relaxation in the last month, still 65% of all the Stoxx Europe Indices that we have 
analysed show clear bubble warning signals; 

•  In the previous months we saw very strong bubble signals in the Nordic countries. 
There has been a small correction but still the bubble warning signals are significant; 

•  In the past three months, Hungarian stocks rose more than 30% and have outperformed 
European Stoxx by 25%. The Budapest SE Index now is in bubble territory.  
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Commodities 
 
•  We see negative bubble signals in soft commodities and industrial/base metals; 
•  Since two months there are no more warning signals on energy and related 

products clearly suggesting that these have found the bottom. 

Currencies: 
 
•  The strengthening of the US Dollar and weakening of Russian Rouble has 

come to an end. 


