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Horizon Handout – Capital Market Outlook 

Disclaimer 

This document is a marketing communication. This information and references to issuers, financial instruments or financial products do not 

constitute an investment strategy recommendation pursuant to Article 3 (1) No. 34 Regulation (EU) No 596/2014 on market abuse (market 

abuse regulation) nor an investment recommendations pursuant to Article 3 (1) No. 35 Regulation (EU) No 596/2014, both provisions in 

connection with section 85 (1) of the German Securities Trading Act (WpHG). As a marketing communication this document does not meet 

all legal requirements to warrant the objectivity of investment recommendations and investment strategy recommendations and is not 

subject to the ban on trading prior to the publication of investment recommendations and investment strategy recommendations. 

 

This document is intended to give you an opportunity to form your own view of an investment. However, it does not replace a legal, tax or 

individual financial advice. Your investment objectives and your personal and financial circumstances were not taken into account. We 

therefore expressly point out that this information does not constitute individual investment advice. Any products or securities described 

may not be available for purchase in all countries or only in certain investor categories. This information may only be distributed within the 

framework of applicable law and in particular not to citizens of the USA or persons resident in the USA. The statements made herein have 

not been audited by any external party, particularly not by an independent auditing firm. 

 

The statements contained in this document are based either on the company’s own sources or on publicly accessible third-party sources, 

and reflect the status of information as of the date of preparation of the presentation stated below. Subsequent changes cannot be taken 

into account in this document. The information given can become incorrect due to the passage of time and/or as a result of legal, political, 

economic or other changes. We do not assume responsibility to indicate such changes and/or to publish an updated document. 

Past performance, simulations and forecasts are not a reliable indicator of future performance and custody fees may occur which can 

reduce overall performance. 

 

Please refer to the online glossary at www.berenberg.de/glossar for definitions of the technical terms used in this document. 

 

Date: 23 December 2019. 



3 

Table of contents 

01 Overview of capital markets outlook and asset allocation 
Equity exposure increased to a slight overweight. 

4 

02 Economics 
Bottom in sight. 

9 

03 Equities 
Opportunities in Europe. 

14 

04 Bonds 
2020 will be different. 

20 

05 Commodities 
Industrial metals poised to catch up. 

26 

06 Currencies 
New trend in the new year? 

29 

An online glossary with definitions of technical terms is available at www.berenberg.de/en/glossary 

http://www.berenberg.de/en/glossary


 Overview of capital 

markets outlook and 

asset allocation 01   



5 

Concise overview of capital markets 

Performance review 

Performance of selected asset classes 

Total return of asset classes in the last 4 weeks, year to date, and over 5 years (%, EUR) 

Time period: 17.12.2014 – 17.12.2019. 

Overview of capital markets outlook and asset allocation 1 2 3 4 5 6 

Sources: Bloomberg, Berenberg. 

Note: The historical performance presented here is not a reliable indicator of future performance . 

   4W (19/11/19 - 17/12/19) 17/12/18 17/12/17 17/12/16 17/12/15 17/12/14

        YTD (31/12/18 - 17/12/19) 17/12/19 17/12/18 17/12/17 17/12/16 17/12/15

Brent 22.9 4.4 -3.3 27.7 -41.2

MSCI Emerging Markets 19.0 -8.1 18.6 13.7 2.2

S&P 500 30.2 0.6 7.4 17.1 18.9

Topix 17.9 -6.0 9.5 9.3 29.8

Euro Stoxx 50 25.7 -11.7 12.0 1.5 11.0

EM Hard Currency Bonds 11.8 -1.4 9.3 8.7 3.0

DAX 23.4 -17.8 14.9 6.2 12.5

EUR IG Bonds 6.7 -1.9 3.5 4.1 -0.2

EUR Sovereign Bonds 3.8 -0.4 1.2 1.6 1.8

Eonia -0.4 -0.4 -0.4 -0.3 -0.1

Gold 20.6 2.7 -1.6 11.8 0.7

USDEUR 1.8 3.5 -11.0 3.6 14.0

S&P 500: S&P 500 TR (US equities); Euro Stoxx 50: Euro Stoxx 50 TR; DAX: DAX TR (German equities); Topix: Topix TR (Japanese equities); 

MSCI Emerging Markets: MSCI EM NR (EM equities); EUR Sovereign Bonds: IBOXX Euro Eurozone Sovereign  1-10 TR; EUR IG Bonds: IBOXX Euro Corporates Overall TR;

EM Hard Currency Bonds: Barclays EM Hard Currency Agg Govt Related TR; Gold: Gold US Dollar Spot; Brent: Bloomberg Brent Crude Subindex TR;

Eonia: Eonia Capitalization Index; USDEUR: USDEUR: Price of 1 USD in EUR. All return data are calculalated in EUR.
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Concise overview of capital markets 

Outlook by asset classes 

Economics 

• Economic situation: bottom of economic situation likely to be reached soon. UK election and trade deal bring relief. 

• Manufacturing is still weak, but services remain robust. New momentum is possible. 

• The Fed and ECB likely to see no interest rate changes in the coming year. ECB to review its strategy in 2020. 

Bonds 

• Scepticism on the government bond market has abated - USD and EUR yields have risen slightly.  

• Risk spreads for corporate bonds came down lately. High-yield bonds with B ratings have caught up. 

• We weight bonds in the multi-asset portfolio neutrally and keep the maturity comparatively short. 

Alternative investments / commodities 

• Precious metals have lost momentum; the price of gold is trading near USD1,475 per ounce. 

• The price of Brent has risen to above USD 65 thanks to the OPEC production cut and the bottoming out of economic data. 

• The downward trend of industrial metals has stopped for now, offering catch-up potential; copper is beginning to rise. 

Currencies 

• EUR/US dollar fluctuates around 1.11 US dollars per euro. New trend in the new year? 

• The British pound has recovered significantly and the currency market has priced in an orderly Brexit.  

• The Swiss franc remains sought after as a safe haven, EUR/CHF exchange rate fluctuates just under 1.10. 

Equities 

• Equities take a breather, as most of the positive effects of the partial agreement in the trade dispute have already been priced in. 

• Small caps have made substantial gains in the last few weeks; growth stocks outperformed value stocks over the last month. 

• After the political uncertainties have subsided, we have built up a slight overweight in equities.  

Overview of capital markets outlook and asset allocation 1 2 3 4 5 6 
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Concise overview of Berenberg's asset allocation 

Current positioning within asset classes 

Portfolio positioning of a balanced mandate at a glance 

Source: Berenberg. As of 17/12/2019. 

Overview of capital market outlook and asset allocation 1 2 3 4 5 6 
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Concise overview of Berenberg's asset allocation 

Review of Core Strategy 3 

Management of the equity allocation of a balanced multi-asset mandate since inception 

• In the summer, we positionend our portfolio defensively due to the escalation in the trade war between the USA and China, further trade 

conflicts and a lack of economic recovery. We underweighted equities in the multi-asset context and, in return, increased our positions 

in US government bonds and gold as hedges. 

• Since September, we have again selectively built up riskier positions in our portfolio and recently increased our equity exposure to a 

slight overweight. Negative bond yields and a loose monetary policy on the part of central banks make equities attractive despite 

elevated valuations. Thanks to the partial settlement of the trade dispute, an emerging economic recovery, and a highly probable soft 

Brexit, we see in particular catch-up potential in the emerging markets, the eurozone and the UK, where we have now closed our 

underweight that we have had since 2016. 

Time period: 16/12/2014 – 16/12/2019. 

 
Sources: SimCorp, Bloomberg, Berenberg.  *The "equity benchmark" is 70% STOXX Europe Net Return Index and 30% S&P 500 Net Return Index. 

Note: The historical performance presented here is not a reliable indicator of future performance. 

Overview of capital market outlook and asset allocation 1 2 3 4 5 6 
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Eurozone 

GDP and inflation 

Bottoming out? 

• According to recent data the downswing could come to 

an end. Despite the external shocks, private 

consumption in the trade-dependent euro zone can 

continue to grow above 1.0 % on an annual basis.  

• Due to the restrained inflation, real purchasing power 

remains on course even with stagnating wage-

increases. 

• In November, the PMI values were broadly above the 

provisional values and signal confidence. In December, 

the picture is inconsistent. Preliminary data show a 

decline in manufacturing, but services can pick up again. 

Eurozone GDP growth and economic sentiment 

Inflation picks up in November 

• At around 0.7 %, annual inflation in October was 

somewhat weaker than in the previous month. In 

November, it has risen above expectations to 1.0 %. 

However, measured against the ECB's target, it remains 

low. For the year as a whole, we expect inflation at     

1.2 %.  

• The first ECB meeting under the leadership of Christine 

Lagarde will not provide any impetus for major changes 

to the current monetary policy. According to Lagarde, a 

review of the strategy will begin in January 2020. 

Economics 1 2 3 4 5 6 

Eurozone inflation 

Source: Eurostat Time period: 31/01/1999 – 30/11/2019 Sources: Eurostat, European Commission Time period: 31/03/1999 – 29/11/2019 
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USA 

GDP and inflation 

US-Economy remains strong  

• The situation in the USA is quite positive, both 

fundamentally and in terms of sentiment. According to 

the data for Q3, GDP grew by 2.1 %. 

• Should the trade deal be finalized, the US will not 

continue to impose additional tariffs and will even cut 

back some of the previous ones. Less economic 

uncertainty is a positive sign for the 2020 election year. 

• The sentiment index for small companies rose, already 

at a high level, to 104.7 points in November. 

US GDP growth and Purchasing Managers Index US inflation 

Inflation slightly higher than expected 

• In October, inflation was still 1.8 % year-on-year, close to 

the Fed's inflation target. In November, inflation jumped 

to 2.1 %. The dampening influence of energy prices is 

receding. 

• In October, the Fed lowered the key interest rate by a 

further 25 basis points to between 1.50 % and 1.75 % as 

a preventive measure. In December there was no such 

action. Fed President Powell is likely to make future 

monetary policy more data-based again. 

• We expect the average inflation rate for 2019 at 1.8 %. 

Economics 1 2 3 4 5 6 

Sources: BEA, ISM Time period: 31/12/1998 – 29/11/2019 Time period: 31/01/1999 – 30/11/2019 Source: BLS 
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China 

GDP and inflation 

Less dynamic economy – trade deal is a sign of hope 

• In Q3, the Chinese economy grew by only 6.0% year-on-

year. The first two quarters of 2019 were stronger at   

6.4 % and 6.2 % respectively.  

• The PMIs for November can send slightly positive 

signals. However, exports in November are down -1.1 % 

on the previous year. An increase of 0.8 % was 

expected. 

• The partial agreement in the trade dispute signals 

confidence. The situation in Hong Kong could, however, 

continue to be a diplomatic tightrope act. 

Chinese GDP growth and Purchasing Managers Index Chinese inflation (YoY) 

Strong rise in food inflation 

• After the inflation rate had stabilised at around 2.8 % in 

the previous months (year-on-year comparison), there 

was an increase to 3.0 % in September. In October it 

climbed to 3.8 %, followed by 4.5 % in November. The 

main reason for the rising prices is the sharp rise in food 

inflation (see chart).   

• On an annual average for 2019 as a whole, prices 

should rise by 2.9 %. Based on current developments, 

we are adjusting our inflation forecast for 2020 from 

2.1% to 3.7%. 

 

Sources: NBS, CFLB Time period: 31/03/2005 – 29/11/2019 Time period: 31/12/2004 – 30/11/2019 Source: NBS 

Economics 1 2 3 4 5 6 
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  GDP growth (in %)   Inflation (in %) 

  

2019 2020 2021    2019 2020 2021 

  Ø** Ø** Ø**   Ø** Ø** Ø** 

USA 2.3 2.3 1.9 1.8 2.2 1.9   1.8 1.8 2.2 2.1 2.3 2.0 

Eurozone 1.2 1.1 1.0 1.0 1.5 1.2   1.2 1.2 1.3 1.3 1.6 1.4 

Germany 0.5 0.5 0.6 0.7 1.5 1.2   1.3 1.4 1.3 1.4 1.6 1.5 

France 1.3 1.3 1.3 1.2 1.7 1.3   1.3 1.3 1.7 1.3 1.7 1.3 

Italy  0.2 0.2 0.5 0.5 1.0 0.6   0.7 0.7 1.1 0.8 1.4 1.1 

Spain  2.0 2.0 1.8 1.7 1.8 1.6   0.8 0.8 1.3 1.1 1.5 1.4 

United Kingdom 1.3 1.3 1.8 1.0 2.1 1.5   1.8 1.8 2.0 1.9 2.3 2.0 

Japan  1.1 0.9 0.9 0.3 0.9 0.8   0.5 0.6 1.0 0.8 1.5 0.8 

China  6.2 6.1 5.9 5.9 5.6 5.7   2.9 2.8 3.7 2.8 2.2 2.1 

World* 2.4 2.4 2.5     3.0   3.0   3.0 

13 

Economic forecasts 

Most important estimates at a glance 

Economics 1 2 3 4 5 6 

Source: Bloomberg, Berenberg as of 16/12/2019. 
* At actual exchange rates, not purchasing power parity; PPP would give more weight to the fast-growing emerging-market countries. 

** Average of estimates of other experts (Bloomberg); consensus.  
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Market developments  

Equities with new highs in December 

Decrease in global uncertainty has boosted stock markets in December 

• The market-friendly result of the UK’s election and the partial agreement of the trade dispute between China and the US have 

further boosted the stock market. In particular, UK mid-caps made strong gains and cyclical equities benefitted, as there were 

increasing signs of an economic recovery at the same time.  

• In addition, the Stoxx 600 has broken out of its sideways range, which has lasted since 2000 – indicating a strong technical 

signal! We are, however, aware that the easing of trade tensions will not last forever and that share valuations are already 

pricing in many positive factors. We have therefore recently increased our equity exposure slightly, but have maintained our 

hedges. 

Performance of selected equity indices 

Equities 1 2 3 4 5 6 

Source: Bloomberg; performance scaled to 100. Time period: 17/12/2014–17/12/2019. 
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Corporate profits 

Earnings expectations are further cut 

Earnings estimates have stabilised recently 

• In the wake of the first signs of economic stabilisation 

and the partial agreement in the trade dispute, analysts 

raised their earnings estimates for emerging markets 

and Latin America in particular last month.  

• The nonetheless predominant negative earnings 

revisions over the last three months are a healthy 

process, as we think the profit expectations are still too 

high for next year. 

Emerging markets with positive earnings revisions Profit expectations for 2020 too high 

Earnings should rise only moderately in 2020 

• Only modestly accelerating global economic growth 

coupled with low inflation will continue to limit the 

nominal sales growth of companies in 2020. An 

expansion of profit margins is not to be expected due to 

the negative effect of the high debt of US companies in 

conjunction with modestly rising bond yields, wages and 

tariffs. The consensus expectation of margin expansion 

appears to be unrealistic. In the best case, global 

corporate profits can be expected to rise year on year by 

4-7% in 2020. The consensus expectation is currently 

still around 9%. 

Equities 1 2 3 4 5 6 

Source: FactSet. Source: FactSet. As of 17/12/2019. As of 17/12/2019. 
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Valuations 

Stocks valued ambitiously, Europe with opportunities in 2020 

US equities are more expensive 

• Negative earnings revisions, rising stock markets - this 

inevitably leads to higher valuations. 

• The S&P 500 is gradually approaching levels seen at the 

turn of the year 2017/2018, when US tax reforms 

became more concrete. 

• However, equities remain attractive compared to bonds. 

US equities in particular are valued ambitiously Global growth acceleration tends to be good for Europe  

Europe with outperformance potential 

• Europe usually performs better than the rest of the 

world, and especially the United States, when global 

growth accelerates, due to the more cyclical composition 

of equity indices in Europe. Moreover, many international 

investors have a Europe underweight due to the many 

years of underperformance, so that the positioning of 

market participants offers catch-up potential.  

• We also still see potential for British mid-caps. They will 

likely benefit from a pick-up of the domestic economy 

and the fiscal stimulus suggested by the British 

government. 

  

Equities 1 2 3 4 5 6 

Source: Bloomberg, own calculations Source: Bloomberg, own calculations Time period: 31/12/1987 - 17/12/2019. Time period: 28/02/2000 - 30/11/2019. 
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Equity allocation 

Europe and emerging markets preferred 

USA 

Underweight 

• GDP growth remains solid 

following robust consumer 

spending and labour market 

conditions. 

• The Fed is unlikely to provide 

any new impetus in the coming 

months. 

• A possible impeachment against 

Donald Trump and the US 

election campaign increase 

political uncertainty.  

• Within the equity regions, US 

equities are also the most 

ambitiously priced. 

United Kingdom 

Neutral 

• The market-friendly outcome of 

the UK elections has noticeably 

reduced uncertainty. 

• We recently closed our UK 

underweight. The equity market 

is relatively cheap. In addition, 

UK equities should benefit from 

the fiscal stimulus suggested by 

the newly elected government. 

Emerging markets 

Overweight 

• We have recently further 

increased our holdings in 

emerging market equities. We 

expect the USD to weaken and 

the global economy to recover 

slightly. This and the partial 

agreement in the trade dispute 

should support emerging 

markets.   

Europe ex. UK 

Overweight 

• The easing of the trade conflict 

and the cautious positioning of 

international investors speak for 

Europe.  

• But we still consider the 

corporate profit estimates for 

2020 to be too optimistic.    

• Equity valuations are cheaper 

than in the US and offer upside 

potential in the medium term, 

especially compared to bonds.  

Equities 1 2 3 4 5 6 



  

  
Current       Ø* 

Index forecasts 16/12/2019   30/06/2020 31/12/2020   in 12 months 

S&P 500 3,191   3,150 3,250   3,380 

Dax 13,408   13,300 13,900   14,110 

Euro Stoxx 50 3,773   3,700 3,850   3,980 

MSCI UK 2,152   2,250 2,300   2,319 

  

  
            

Index potential (in %)             

S&P 500 -   -1.3 1.8   5.9 

Dax -   -0.8 3.7   5.2 

Euro Stoxx 50 -   -1.9 2.0   5.5 

MSCI UK -   4.5 6.9   7.7 

19 

Equity market forecasts 

Estimates for selected indices 

Equities 1 2 3 4 5 6 

Source: Bloomberg, Berenberg, as of 16/12/2019. 

*Average based on bottom-up estimates. 
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Market developments 

Interest rates and yields 

Monetary policy meetings in December 

• At the end of October, the US Federal Reserve lowered 

key interest rates by 25 basis points. Should there be a 

strong economic downturn, the scope for monetary 

policy has now been significantly narrowed. On 11 

December 2019, the Fed signalled that it would not 

change its monetary policy for some time. 

• ECB president Lagarde did not announce any major 

changes to the ECB's current course in December. The 

strategy will be reviewed in January 2020. The ECB had 

loosened its monetary policy even further before she 

took office - despite disagreement in the Council. 

Yields continue to stabilise 

• Stable conditions in the British Parliament and a looming 

partial agreement in the trade conflict: the signs on the 

bond markets are positive. 

• Yields on 10-year German government bonds broke 

through the -0.3 % mark upwards. A few weeks ago 

there was a all-time low of -0.7 %.  

• Yields on 10-year US bonds are more volatile as usual. 

The 1.9 % mark was passed again.  

Base interest rates Comparison of the yields of 10-year government bonds 

Bonds 1 2 3 4 5 6 

Source: Bloomberg Time period: 01/02/1999 – 16/12/2019 Source: Bloomberg Time period: 16/12/2009 – 16/12/2019 
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Government bonds 

2020 will be different 

Are record-low yields behind us now? 

• Yields of European government bonds have risen 

appreciably from the record lows of last summer. 

Whereas 10-year German bunds yielded only -0.71% in 

August, the yield rose to over -0.22% at times in the 

following weeks. Comparable movements occurred in 

the government bond yields of other Eurozone countries.  

• Under certain conditions, this trend could initially 

continue at the start of 2020. For example, if 

macroeconomic indicators improve, investors’ risk 

appetite and demand for bonds offering safety will 

decline.  

Upward trend in yields continues Berenberg more cautious than the "Consensus” 

Tactical buying opportunities in sight 

• In that case, tactical buying opportunities could arise in 

the first half of the year before uncertainties related to 

the looming US election and the further course of 

economic growth trigger volatility.  

• In our opinion, monetary policy will remain unchanged: 

we do not expect a (further) interest rate cut either in 

Europe or in the United States. In the worst case, central 

banks would nonetheless pursue a more expansive 

course.  

Bonds 1 2 3 4 5 6 

Source: Bloomberg, 10-year government bonds. Source: Bloomberg; iBoxx government bond  

indices (7-10 years. TR). 

Time period: 01/01/2014–26/11/2019. As of: 16/12/2019 
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Corporate bonds 

Diminishing confidence as the year progresses  

Caution after likely positive start to the year  

• Despite numerous bleak forecasts, bonds performed 

very well in 2019.  

• Where will bonds go from here? Supported by ECB bond 

purchases and the expectation of less new issuance 

activity, we anticipate a positive start to the year with 

moderately narrowing risk spreads. At the same time, we 

must remember that the economic cycle is most 

probably now in its final third and many analysts expect 

worsening credit metrics. 

Risk spreads closer to the bottom end  EM: corporates more attractive than governments  

EM bonds: differentiation to become more important  

• We are currently avoiding the Latin America region and 

looking out for opportunities in the Africa region and Asia 

instead. Generally speaking, however, both hard-

currency and local-currency emerging-market bonds are 

still attractive, particularly compared to the possible 

alternatives. 

• We consider the current risk spreads for hard-currency 

government bonds to be fair and those for hard-currency 

corporate bonds – especially those with better average 

ratings and shorter durations –to be attractive.  

Bonds 1 2 3 4 5 6 

Source: Bloomberg Source: J.P. Morgan, Bloomberg Time period: 16/12/2009–16/12/2019 Time period: 16/12/2014-16/12/2019 
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Corporate bonds 
Underweight 

• The declining political uncertainty and the decreasing likelihood 

of recession, as well as the positive yield, make us prefer 

emerging market and high-yield bonds to less volatile corporate 

bonds. 

• Within the segment of corporate bonds, we prefer short-term to 

medium-term investment horizons to keep spread and duration 

risks at a moderate level. 
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Capital market strategy 

Bonds 

Government bonds & covered bonds 
Underweight 

• Volatility could stay high due to (trade) political risks. Bonds will 

remain in demand during risk-off phases.  

• We expect bond yields to rise modestly in the medium term even 

though the ECB's low interest-rate policy will probably continue. 

Durations should still be kept moderate because interest rate 

risks are not adequately compensated at the current level of 

historically low interest rates. 

• US Treasuries offer more attractive yields and seem suitable to 

us as a hedge against political and growth risks in a portfolio 

context. 

Emerging-market bonds 
Overweight 

• Emerging-market bonds are still strategically attractive 

due to higher yields and economic catch-up potential. In 

particular frontier market bonds are appealing to us. 

• Moreover, a looser monetary policy in the United States 

and Europe has enhanced the relative appeal of 

emerging-market countries.  

Core segments Other segments  

High-yield bonds 
Neutral 

• The growing debt of US companies coupled with 

relatively low risk premiums makes USD high-yield 

bonds unattractive. 

• We are still invested in European high-yield bonds but 

are cautiously positioned, especially in the BB rating 

class. 

 

Bonds 1 2 3 4 5 6 



      16/12/2019   30/06/2020   31/12/2020 

Base interest rates and 

government bond yields (in %) 
  Current   Ø*   Ø* 

USA                 

  Base interest rate   1.50 - 1.75   1.50-1.75 1.60   1.50-1.75 1.55 

  10Y US yield   1.87   2.15 1.86   2.20 1.93 

Eurozone             

  Base interest rate   0.00   0.00 0.00   0.00 0.00 

  10Y Bund yield   -0.28   -0.10 -0.40   0.30 -0.31 

United Kingdom             

  Base interest rate   0.75   0.75 0.80   1.00 0.75 

  10Y Gilt yield   0.82   1.30 0.81   1.70 0.95 
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Forecasts 

Estimates for selected bond markets 

Bonds 1 2 3 4 5 6 

Source: Bloomberg, Berenberg as of 16/12/2019. 

*Average of estimates by other experts (Bloomberg), consensus. 
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Crude oil  

Price increase only of short duration 

Crude oil under pressure  in 2020 despite OPEC cuts 

• Constant alternation between optimism and pessimism in the trade dispute and speculation about the "OPEC+" meeting in 

December initially caused crude oil to move sideways in the past month. The now agreed production cuts and a first partial 

agreement between the USA and China recently boosted oil prices, as speculative investors increasingly bet on rising prices 

again.  

• However, the now decided production cuts will probably not be enough to prevent an oversupply in the first half of the year. 

That is because demand growth will not keep up with production increases in the United States, Brazil and Norway even 

assuming a moderate economic recovery. OPEC will therefore continue to play the role of swing producer and may well have 

to order further cuts to balance supply and demand.  

• On the other hand, an escalation of Middle East tensions could trigger significant price increases given that energy markets 

currently appear to be blind to the conflicts smouldering there and are pricing in no geopolitical risks whatsoever. 

Speculative investors bet on rising prices Production of Non-OPEC-countries is rising further 

Commodities 1 2 3 4 5 6 

Source: CFTC, Bloomberg. Time period: 01/01/2015 – 17/12/2019. Source: Bloomberg. Time period: 01/01/2009 – 30/11/2019. 
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Precious and industrial metals 

Gold moving sideways; industrial metals on the rise 

Gold takes a breather 

• The gold price was able to form a bottom in December, 

but was not yet able to break through the USD 1,500 an 

ounce mark. Increased bond yields continue to weigh on 

attractiveness.  

• That said, the downside potential is also limited. The price 

of gold is supported by globally dovish monetary policy 

and low levels of real interest rates, as well as an 

expected weakening of the US dollar. 

• As a result, gold will continue to serve as an attractive 

diversifier in 2020, mainly due to its function as a hedge 

against economic-policy and political risks. 

Gold price supported by low real interest rates Investors are still sceptical about industrial metals 

Industrial metals have catch-up potential 

• Unlike cyclical stocks, the metal markets did not reward 

the more conciliatory tone between the United States 

and China and the signs of a coming economic recovery. 

Instead, they have remained sceptical. Industrial metals 

would have catch-up potential if the optimistic 

expectations in the equity markets materialise.  

• We see opportunities especially in copper due to the 

support given by structural trends such as the expansion 

of renewable forms of energy, low inventories and a 

strained supply situation. 

Commodities 1 2 3 4 5 6 

Time period: 16/12/2014 – 16/12/2019. Source: Federal Reserve, Bloomberg. Time period: 01/01/2006 – 30/11/2019. Source: Bloomberg. 
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Market developments  

Currencies 

EUR/USD: good news for the euro 

• The exchange rate had recently settled at the 1.10 

dollar/euro level. With the prospect of a partial trade 

deal, the euro has temporarily risen to over 1.11 USD. In 

principle, however, no stronger upward trend is to be 

expected due to the expansive monetary policy of the 

ECB. 

• Since the US Federal Reserve had also further loosened 

its monetary policy and will now pause its interest rate 

cuts, no further monetary policy impulses are to be 

expected on either side of the Atlantic for the time being. 

EUR/GBP: Johnson triumphs, Pound benefits 

• Johnson's victory helped pound sterling to continue it’s 

high flight. The exchange rate rose at times to 0.83 

pounds per euro. 

• Now that the Brexit is expected to pass the stage on 

31.01.2020 and the way is cleared for a comprehensive 

fiscal package, we assume that sterling will be able to 

hold the mark due to the decreasing uncertainty and the 

economic stimulus. 

• The prospect of rising interest rates from the Bank of 

England in 2020 should additionally support the Pound. 

Euro/US dollar exchange rate Euro/British pound exchange rate 

Currencies 1 2 3 4 5 6 

Source: Bloomberg Time period: 23/12/2014 – 23/12/2019 Source: Bloomberg Time period: 23/12/2014 – 23/12/2019 



    16/12/2019   30/06/2020   31/12/2020 

Exchange rate forecasts   Current   Ø*   Ø* 

 EUR/USD   1.11   1.13 1.13   1.15 1.16 

 EUR/GBP   0.84   0.83 0.85   0.83 0.85 

 EUR/CHF   1.09   1.12 1.11   1.14 1.12 

 EUR/JPY   122   119 120   121 120 

                  

Change against the euro (in %)                 

 USD   -   -1.4 -1.4   -3.1 -3.9 

 GBP   -   0.7 -1.7   0.7 -1.7 

 CHF   -   -2.2 -1.4   -4.0 -2.2 

 JPY   -   2.6 1.8   0.9 1.8 
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Forecasts 

Estimates of the most important currencies 

Currencies 1 2 3 4 5 6 

*Source: Bloomberg, Berenberg as of 16/12/2019. 

*Average of estimates of other experts (Bloomberg); consensus. 
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