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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: 04/03/2014 – 04/03/2019 
 

Sources: Bloomberg, Berenberg. 
Note: The historical performance presented here is not a reliable indicator of future performance . 

   4W (04/02/19 - 04/03/19) 04/03/18 04/03/17 04/03/16 04/03/15 04/03/14
        YTD (31/12/17 - 04/03/19) 04/03/19 04/03/18 04/03/17 04/03/16 04/03/15

Brent 15.2 -0.9 29.7 -46.8 -34.3

Euro Stoxx 50 2.5 0.1 15.4 -13.1 17.4

DAX -2.7 -0.9 22.4 -13.8 18.8

S&P 500 15.0 -1.2 26.8 -2.0 41.8

Topix 0.0 4.1 20.0 -2.2 36.0

MSCI Emerging Markets -0.8 11.3 25.5 -16.4 29.8

EM Hard Currency Bonds 11.2 -10.0 14.3 3.1 24.1

USDEUR 8.6 -13.8 3.6 0.7 24.0

EUR IG Bonds 1.0 2.0 3.6 -1.0 7.5

EUR Sovereign Bonds 1.2 0.7 0.0 1.6 6.8

Eonia -0.4 -0.4 -0.3 -0.1 0.1

Gold 5.7 -7.6 1.6 5.6 11.6

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 Capitalizaiton Index; USDEUR: USDEUR: Price of 1 USD in EUR. All return data are calculalated in EUR.

4-week & YTD 12-month periods over that last 5 years
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Concise overview of capital markets 

Outlook  
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Economics 

• Economic slowdown: Europe is experiencing a grey winter. Even the German economy has been knocked off stride. 
• Fresh momentum in the spring if the trade dispute wanes and a hard Brexit is avoided. 
• The Fed will soon pause on raising interest rates. The ECB is likely to launch a new liquidity programme in mid-2019. 

Bonds 

• Safe government bonds still offer very low yields and cannot be expected to generate positive income in 2019.  
• Corporate and high-yield bonds have recovered, but we do not expect risk spreads to narrow further in the late cycle.  
• We are still keeping the duration short; we are underweighting bonds in the multi-asset portfolio. 

Alternative investments / commodities 

• After rising up to USD 1,340 gold has fallen slightly; further potential thanks to ETF inflows and robust physical demand. 
• The oil price will probably rise towards USD 70, supported by compliance with the OPEC+ production cut and speculators.  
• Positive start to the year for industrial metals, supported by hopes for growth stabilisation in China.  

Currencies 

• EUR/USD exchange rate is fluctuating around 1.14; the expected Fed pause in raising interest rates is weighing down 
the USD, while the euro is under pressure from Italy and Brexit. 

• British pound has gained as the probability of a hard Brexit has diminished.  
• EUR/CHF exchange rate is fluctuating around 1.14; the euro is under pressure from political risks and weak growth. 

Equities 

• Equities should rise further in 2019; after the recent gains, however, the probability of a downturn has increased.  
• Political risks (e.g. Brexit), trade conflicts and monetary policy could fuel renewed volatility spikes. 
• After the recovery, we reduced our equity allocation in the multi-asset portfolio to almost neutral.  
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Concise overview of Berenberg's asset allocation 

Assessment with absolute positioning within asset classes 
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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 

Time period: 01/31/2014 – 01/03/2019 
 

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. 

• After the equity market correction in early February 2018, we extended our equities overweight because we still held a positive view of 
economic growth and corporate profits. In exchange, we reduced our bond position. 

• Towards the end of May 2018, we reduced the equities overweight somewhat in favour of cash after the market recovery and before 
the sell-off resulting from the failed government formation in Italy.  

• In early November 2018, we bought equities too early into the correction and increased our overweight. 
• After prices recovered, we reduced the equity allocation to almost neutral in Q1 2019, given the persistence of numerous political risks. 
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An online glossary with definitions of technical terms is available at www.berenberg.de/en/glossary 

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


 
1  
ECONOMICS 



Eurozone 

GDP and inflation 

Source: Eurostat. Time period: 31/01/1999 – 31/01/2019 Sources: Eurostat, European Commission. Time period: 31/03/1999 – 31/01/2019 

Eurozone GDP growth and economic sentiment Eurozone inflation 

• In the medium term, inflation will probably be less than 
the EU Commission forecast a little more than three 
months ago, mainly due to the drop in oil prices. It 
recently reduced its expected inflation rates to 1.4% for 
2019 (November: 1.8%) and 1.5% for 2020 (November: 
1.6%). 

• Also in view of our lower economic growth forecast, we 
now expect an inflation rate of only 1.3% for the full year 
2019.  

 

Tough environment for foreign trade EU Commission lowers inflation expectations 

• Numerous trade conflicts (such as USA/China and 
USA/EU), Brexit turmoil, and many other political 
uncertainties are currently taking a heavy toll on export-
oriented sectors. The Markit Purchasing Managers Index 
for Manufacturing fell to 49.2, i.e. contraction territory, in 
February (January: 50.5). 

• By contrast, the Services PMI, which is more geared to 
the domestic market, rose to 52.3 (January: 51.2), 
resulting in a modest increase in the overall index.  
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USA 

GDP and inflation 

US GDP growth and Purchasing Managers Index US inflation 

• The ISM Non-Manufacturing Index is signalling modest 
weakness in the services sector, having fallen to 56.7 
points in January (December: 58.0). The long 
government shutdown contributed to this decline. 

• It appears that the exceptional boom in the United States 
will end in the first half of this year and the country will 
return to more normal growth rates of around 2.3% to 
2.4%. This will increase the pressure to contain the trade 
war as much as possible. 

• Also in January, consumer prices stagnated, with the 
year-over-year change falling to 1.6% (December: 
1.9%). Lower energy prices were mainly responsible for 
this decline. Meanwhile, core inflation remained at 2.2% 
(year over year). 

• Thus, the Fed's 2% inflation target has almost been met. 
This gives the US central bank some room to pursue a 
more restrained course of action. For the full year 2019, 
inflation is expected to rise to 1.8%. 

Worsening sentiment in the services sector Overall inflation reduced by lower energy prices 

Sources: BEA, ISM. Time period: 31/12/1998 – 31/01/2019 Time period: 31/01/1999 – 31/01/2019 Source: BLS. 
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Economics 1 2 3 4 5 6 
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China 

GDP and inflation 

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

• The Chinese central bank increased its gold holdings by 
380,000 ounces (+0.6%) in January. It would probably 
like to diversify its reserves further due to the trade 
dispute with the United States and slower domestic 
growth. At the same time, foreign currency holdings fell 
by more than 2% from January 2018 to January 2019. 

• US bond yields could rise as a result of lower demand. 
China may attempt to use that as a pressure tactic in the 
trade dispute. 

 

• All in all, the trade conflict between the United States 
and China harbours considerable risks for our economic 
outlook for 2019. Another risk to consider besides trade 
is that actual growth rates may well be weaker than the 
official Chinese data indicate. 

• The inflation rate has settled in at slightly higher than 
2%. Prices probably rose at a rate of 2.1% in 2018. We 
expect very similar values for 2019 and 2020. 

Central bank reserves: more gold, less foreign currency Stable inflation rates 

Sources: NBS, CFLB. Time period: 31/03/2005 – 31/01/2019 Time period: 29/02/2004 - 31/01/2019 Source: NBS. 
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  GDP growth (in %)   Inflation (in %) 

  
2018 2019 2020    2018 2019 2020 

  Ø** Ø** Ø**   Ø** Ø** Ø** 

USA 2.9 2.9 2.5 2.5 2.3 1.9   2.4 2.4 1.8 1.9 2.3 2.2 

Eurozone 1.8 1.8 1.1 1.4 1.7 1.5   1.8 1.8 1.3 1.4 1.6 1.5 

Germany 1.5 1.5 0.8 1.2 1.7 1.5   1.9 1.9 1.5 1.6 1.7 1.7 

France 1.5 1.5 1.1 1.3 1.8 1.4   2.1 2.1 1.5 1.4 1.7 1.6 

Italy  0.8 0.8 0.0 0.3 1.0 0.8   1.2 1.2 1.0 1.1 1.3 1.3 

Spain  2.5 2.5 2.0 2.2 2.1 1.9   1.7 1.7 1.1 1.3 1.7 1.6 

United Kingdom 1.4 1.4 1.4 1.4 2.1 1.5   2.5 2.5 1.8 2.0 2.0 2.0 

Japan  0.7 0.7 0.7 0.8 1.0 0.5   1.0 1.0 1.1 1.0 1.4 1.3 

China  6.6 6.6 6.1 6.2 5.9 6.0   2.1 2.1 2.1 2.1 2.1 2.3 

World* 2.8 3.7 2.5 3.4 2.7 3.4   - 3.3 - 3.2 - 3.2 

Source: Bloomberg, Berenberg as of 04/03/2019. 
* 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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Forecasts 

Most important estimates at a glance 

Economics 1 2 3 4 5 6 



2 
EQUITIES 



Market developments  

Following the good start to the year, a downturn is not improbable 

• Continuing their positive start to the year, international equity markets made further gains in February. Markets have been 
driven higher by hopes for an agreement in the trade dispute between the United States and China and diminishing fears that 
the growth slowdown would turn into a recession. The mixed results of the Q4 corporate reporting season did not keep 
investors from returning to the market overall. Equities remain attractive in the medium term given that valuations are 
attractive, corporate profits can be expected to increase slightly, and investment alternatives remain scarce.  

• However, the supposedly positive seasonality for equities in the spring should not obscure the fact that volatility should remain 
high in 2019. Major political risks have not been resolved, meaning that a correction is not improbable.  

• We reduced our equity allocation after the recovery, now weighting equities almost neutrally in the multi-asset portfolio.  
 

After the recent recovery rally, volatility in the equity market will probably increase again 

Performance of selected equity indices 

Source: Bloomberg; performance scaled to 100. 
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Time period: 04/03/2014–04/03/2019 

Equities 1 2 3 4 5 6 
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Corporate profits 
Moderate profit expectations after substantial profit estimate revisions 

Horizon Handout ǀ March 2019 

Slowing momentum of negative profit estimate revisions Mostly moderate profit estimates for 2019 

• Analysts continue to revise their profit estimates 
downward in line with the weaker economic data. The 
only positive profit estimate revisions in the last month 
have been for Latin America.  

• On a positive note, however, the momentum of negative 
revisions has slowed recently. In the last three months, 
for example, the profit estimate revisions for Asia-Pacific 
ex Japan were revised downward by 7 percent, whereas 
they were corrected downward by “only” one percent in 
the last month. 

Slowing momentum of negative profit revisions 

Source: FactSet. Source: FactSet. 

Moderate profit expectations 

14 

As of 04/03/2019 As of 04/03/2019 

• Profit expectations for 2019 are extremely moderate for 
most equity regions. The consensus expectation for 
profit growth is less than 5% for the United States, Asia-
Pacific ex Japan, the United Kingdom, Japan, and 
Eastern Europe. 

• Profit forecasts are still relatively high only for Latin 
America and the Eurozone. Hopes have been high for 
Latin America, especially Brazil after the presidential 
elections and the announced economic reforms. 

Equities 1 2 3 4 5 6 
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Valuations / companies 
Valuations are fair again 
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Stocks are now trading close to their average P/E ratios Political risks are likely to fuel volatility in 2019 

• Trade (political) risks and growth worries have led to a 
substantial reduction of valuation ratios in the last few 
months. Since the beginning of the year, however, the 
pricing-out of recession fears has led to an increase in 
valuations.  

• Equity markets across the world rose higher as 
consensus profit expectations were downgraded in line 
with the weaker economic data. European and US 
stocks now seem to be more fairly valued again at levels 
close to their long-term averages. 

 

• We expect that there will be some volatility spikes in 
2019 as well. The lingering trade war, growth worries, 
and Brexit are likely to fuel heightened volatility in the 
equity markets.  

• We therefore consider a downturn at the equity markets 
in the coming weeks likely, given that macroeconomic 
data and the upcoming Q1 reporting season harbour the 
potential for disappointments. However, the downturn 
could be used for purchases and should therefore 
remain moderate. 

Fair equity market valuations 

Source: FactSet; *The history of MSCI Europe  
before 2000 was applied for the Stoxx 600. 

Source: Bloomberg. 

2019 will probably remain volatile 

15 

Time period: 01/01/1988 - 04/03/2019   Time period: 01/01/2013 – 04/03/2019 

Equities 1 2 3 4 5 6 
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Equity allocation 

Catch-up potential for Europe, EM countries are attractive in the long term 
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USA 

Neutral weighting 

• Due to the fading of the US tax 
reform stimulus and the long 
government shutdown, GDP 
growth will probably slow to 
2.5% in 2019.  

• Corporate profits can be 
expected to rise by almost 5% 
in 2019, thus at a much slower 
rate than in 2018. 

• The trade war with China and 
further US monetary policy will 
probably continue to fuel 
volatility.  

United Kingdom 

Moderate underweight 

• The Brexit outcome is still 
uncertain. The risk of a hard 
Brexit remains substantial.  

• Assuming no hard Brexit, our 
economists expect GDP growth 
of 1.4% and a stronger pound in 
2019.  

• Historically speaking, the equity 
market is relatively cheap, but 
the further performance will 
depend very much on Brexit 
news and the Sterling.  

Emerging markets 

Overweight 

• The valuations of EM equities 
are relatively low in the 
meantime, despite the recent 
price increases. A resolution of 
the trade dispute between the 
United States and China and an 
end of US dollar strength could 
present opportunities.  

• China's monetary and fiscal 
policy measures can be 
expected to stabilise economic 
growth. This should show up in 
leading indicators in the second 
quarter.  

Europe ex. UK 

Neutral weighting - Focus on 

Germany 

• The economic outlook has 
dimmed further. GDP growth will 
likely only reach 1.1% in 2019.  

• Analysts expect that corporate 
profits will rise by roughly 10% in 
both 2019 and 2020. We think 
these estimates are far too high.    

• Valuations are attractive and 
slightly below the historical 
average, but risks are likely to 
fuel volatility.  

Equities 1 2 3 4 5 6 



  
  

Current       Ø* 

Index forecasts 04/03/2019   30/06/2019 31/12/2019   in 12 months 

S&P 500 2,793   2,850 2,950   3,060 

Dax 11,593   11,900 12,600   13,439 

Euro Stoxx 50 3,317   3,300 3,500   3,715 

MSCI UK 2,061   2,100 2,200   2,307 

  

              

Index potential (in %)             

S&P 500 -   2.0 5.6   9.6 

Dax -   2.7 8.7   15.9 

Euro Stoxx 50 -   -0.5 5.5   12.0 

MSCI UK -   1.9 6.7   11.9 
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Forecasts 

Estimates for selected indices 

Source: Bloomberg, Berenberg, as of 04/03/2019. 
*Average based on bottom-up estimates. 

Equities 1 2 3 4 5 6 



3 
BONDS 



Market developments 

Interest rates 

Source: Bloomberg. 

• The ECB has discontinued its bond purchasing 
programme insofar as it will make no further net 
purchases. The ECB will probably not raise its base 
interest rate until the beginning of 2020. 

• The latest numbers for the (world) economy and 
developments in the financial markets have made the 
US Federal Reserve more hesitant. After the interest 
rate hike in December, it will probably pause in the first 
half of the year and only raise interest rates once (if at 
all) by 25 basis points in 2019. 

• In view of the numerous political risks and the weaker 
economic outlook, investors are apparently becoming 
more defensive. This trend has recently benefitted 
German bonds above all. The upward potential of 
interest rates is therefore limited for now. The yield on 
10-year German Bunds will probably be around 0.3% at 
mid-year and around 0.6% at the end of the year. 

• Considering the Fed's course, we have also lowered our 
forecasts for US bonds by 20 basis points to 2.9% at the 
middle of 2019 and 3.0% at the end of 2019.  

Monetary policy: ECB and Fed will be hesitant Lower level of interest rates expected 

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

Time period: 01/02/1999 – 28/02/2019 Source: Bloomberg. Time period: 26/02/2009 – 26/02/2019 

Horizon Handout ǀ March 2019 19 

Bonds 1 2 3 4 5 6 
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Government bonds 
Rise in yields is limited 
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10-year government bond yields are at low levels Italian bond yields have risen over the last month 

• Despite the positive state of equity markets, 10-year 
government bond yields remain at very low levels.  

• However, the modest progress made in the Brexit 
process and in the trade conflict have recently caused 
yields to rise marginally. 

• In view of the more difficult economic environment, our 
economists have lowered their yield forecast for German 
Bunds to 0.6%, for US Treasuries to 3.0%, and for 
British Gilts to 1.9% at 31/12/2019. 

  

 

• Following the IMF's criticism of Italy and the EU's 
lowered Italian growth forecast for 2019 to 0.2%, yields 
on Italian 10-year government bonds rose temporarily to 
around 2.9%. The yields on government bonds with 2, 5, 
10 and 30-year terms have likewise risen over the past 
month.  

• Prices of US Treasuries have risen again over the past 
month and the trend of declining yields in effect since 
the beginning of the year has continued. 

 

Government bond yields remain low 

Source: Bloomberg, 10-year government bonds. 

 
 
Source: Bloomberg, monthly change in  
2-, 5-,10-, 30-year government bond yields. 
. 

Worries about Italy have risen again 

20 

Time period: 01/01/2014–04/03/2019 Time period: 27/01/2019 - 27/02/2019 
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Corporate bonds 
Renaissance for corporate bonds 
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Narrowing risk spreads (Libor spreads) for euro bonds Euro bonds: Historical 5Y distribution of spreads (in bp) 

• The risk spreads for corporate bonds have narrowed 
further, approaching the levels of Q3/2018. Hopes for an 
economic recovery and dovish central banks have led to 
a renaissance for corporate bonds.  

• Euro-denominated financial bonds have benefited 
disproportionately from this recovery. The yield difference 
from non-financials has shrunk to around 10 bp. One 
reason among others for this development has been the 
prospect of continued ECB credit support (TLTRO). 
 

• Risk spreads have tightened across all sectors in the last 
four weeks. Investors' risk appetite has increased again.  

• The real estate, capital goods, insurance and auto 
sectors in particular have benefitted from the spread 
tightening. Hopes for a quick end to the trade conflict 
have helped cyclical and export-oriented sectors, while 
the real estate sector has been helped by the recent 
drop in financing costs.  

 

Risk spreads have tightened considerably 

Source: FactSet. Source: FactSet. 

Risk spreads are tightening across all sectors 
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Time period: 01/01/2014–04/03/2019  Time period: 04/03/2014–04/03/2019 

Bonds 1 2 3 4 5 6 
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Corporate bonds 

Underweight 

• We have taken a defensive position because we now expect risk 
spreads to remain stable or widen slightly after narrowing since the 
beginning of the year.  

• The discontinuation of the ECB's bond purchasing programme and 
the economic slowdown are creating headwinds, so that the potential 
for a further tightening of risk spreads appears to be limited. New, 
attractive opportunities could present themselves in the further 
course of the year only if risk spreads widen again.  

Capital market strategy 

Bonds 

High-yield bonds 

Neutral 

• The growing debt of US 
companies, coupled with rising 
interest rates, makes USD 
high-yield bonds unattractive. 

• By contrast, we take a neutral 
view of euro-denominated 
high-yield bonds, as these 
companies have healthier 
balance sheets. 
 

Government bonds and covered bonds 

Underweight 

• Volatility will probably remain high due to (trade) political risks and 
bonds will remain in demand in risk-off phases.  

• We expect bond yields to rise in the medium term due to the 
stabilisation of economic growth and the normalisation of monetary 
policy. Therefore, durations should still be kept short. Interest rate 
risks are not adequately compensated. 

• US Treasuries offer more attractive yields and seem suitable to us as 
a hedge against political risks in the portfolio context. 

 

Emerging-market bonds 

Overweight 

• Emerging-market bonds are 
still strategically attractive. 

• Our economists expect risks to 
subside and USD strength to 
fade.  

Core segments 

Other segments 
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04/03/2019 

 

  30/06/2019   31/12/2019 

Benchmark interest rates and 

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

USA                 

  Benchmark interest rate   2.25 - 2.50   2.50-2.75 2.60   2.50-2.75 2.80 

  10Y US yield   2.72   2.90 2.91   3.00 3.03 

Eurozone                 

  Benchmark interest rate   0.00   0.00 0.00   0.00 0.05 

  10Y Bund yield   0.16   0.30 0.48   0.60 0.71 

United Kingdom                 

  Benchmark interest rate   0.75   1.00 0.80   1.25 1.00 

  10Y Gilt yield   1.27   1.60 1.51   1.90 1.70 

Source: Bloomberg, Berenberg as of 04/03/2019. 
*Average of estimates by other experts (Bloomberg), consensus. 
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Forecasts 

Estimates for selected bond markets 
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4 
COMMODITIES 



Crude oil  

The trend of rising oil prices is likely to continue in the short term 

Horizon Handout ǀ March 2019 

Oil prices are rising despite continued oversupply 

Source: Bloomberg. Time period: 01/01/2014 – 28/02/2019 

Strict compliance with the OPEC production cuts and investor positioning have lifted oil prices 

25 

Source: Bloomberg. Time period: 31/01/2014 – 28/02/2019 

Saudi Arabia is offsetting rising US oil production 

• Brent crude broke out of its range of between USD 60 and USD 63 per barrel and made further gains in February. The oil 
price is currently approaching USD 70 per barrel, in disregard of the latest tweets by US President Trump saying that the 
price of oil is too high. In the risk-on environment, the price of oil has been lifted by waning demand worries due to an 
economic slowdown and increased investor positioning.  

• The "OPEC+" countries continue to comply with the production cuts in effect since January. Saudi Arabia in particular has 
reduced its production substantially. But oil production in the non-OPEC countries continues to grow at a rapid pace, 
especially in the United States, where shale oil production remains at record levels and can be expected to increase further.  

• The recent reports of shrinking US inventories and increased investor positioning have also driven oil prices higher. Bullish 
sentiment for oil has also been supported by production outages in Venezuela and hopes for an agreement in the trade war. 

• We expect that that the price of oil will rise modestly, but with slowing momentum.  
  

Commodities 1 2 3 4 5 6 
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Precious and industrial metals 

Gold remains attractive; industrial metals priced in a recovery in China 

Gold with further potential Industrial metals already priced in a recovery in China 

ETF inflows have pushed the price of gold higher Industrial metals have already priced in a recovery in China  

Time period: 01/01/2014 – 05/03/2019 Source: Bloomberg. Time period: 01/01/2014 – 04/03/2019 Source: Bloomberg. 
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• Industrial metal prices have risen since the beginning of 
the year, particularly as a reflection of hopes for an 
agreement in the trade war between the United States 
and China. In addition, waning economic worries and 
China's monetary and fiscal policy measures have 
supported industrial metals. 

• Although Chinese leading indicators have not yet fully 
stabilised, industrial metals could be attractive as an 
investment if the trade conflict is settled. An end to US 
dollar strength could also push prices higher. 

• The price of gold rose further in February, recently 
reaching its peak at 1,340 US dollars per ounce before 
falling slightly. Gold continues to benefit from ETF inflows, 
low real interest rates, and central bank purchases.  

• We expect the price of gold to rise further in the 
remainder of the year, supported by the forecast end to 
US dollar strength leading to higher physical demand 
among key purchasing countries. Subdued investor 
positioning also offers potential. 

• As the market environment becomes more volatile again, 
gold can serve as a stabilizer in the portfolio. 

Commodities 1 2 3 4 5 6 
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5 
CURRENCIES 



Market developments  

Currencies 

• The economic outlook for the United States is becoming 
somewhat more clouded and US monetary policy will 
become considerably more hesitant. That will remove an 
important driver of US dollar strength, even though the 
dollar has moved somewhat higher. At the same time, 
the known factors (Brexit, trade dispute, Italy) are 
weighing on the euro's exchange rate.  

• A clear trend cannot yet be discerned and patience is 
called for at this time. The risks would have to dissipate 
before the euro could stage a stronger recovery; the euro 
comeback will therefore probably take some more time. 

• In the midst of the many resignations of Members of 
Parliament (19 February), the value of the euro against 
the British pound initially fell to 0.87 pounds per euro. 
This was likely due above all to the modestly lower risk 
of a disorderly Brexit. This hope has caused the pound 
to rise to as high as 0.85 pounds per euro. 

• We continue to expect that a hard Brexit can be 
avoided. If so, the pound will appreciate further. If, 
however, it unexpectedly comes to a disorderly exit, 
turbulence would be the probable result. 

EUR/GBP: Sterling boosted by resignations 

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

Source: Bloomberg. Time period: 25/02/2014 – 25/02/2019 Source: Bloomberg. Time period: 25/02/2014 – 25/02/2019 

EUR/USD: Dollar hits intermediate high 
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04/03/2019 

 

  30/06/2019   31/12/2019 

Exchange rate forecasts   Current   Ø*   Ø** 

 EUR/USD   1.13   1.18 1.16   1.21 1.19 

 EUR/GBP   0.86   0.84 0.86   0.83 0.86 

 EUR/CHF   1.13   1.17 1.14   1.2 1.17 

 EUR/JPY   127   131 126   136 128 

                  

Change against the euro (in %)                 

 USD   -   -3.9 -2.2   -6.3 -4.7 

 GBP   -   2.4 0.1   3.7 0.1 

 CHF   -   -3.2 -0.6   -5.6 -3.2 

 JPY   -   -3.3 0.6   -6.8 -1.0 

* Average, consensus as of 04/03/2019. 
*Average of estimates of other experts (Bloomberg); consensus. 

Forecasts 

Estimates of the most important currencies 

Horizon Handout ǀ March 2019 29 

Currencies 1 2 3 4 5 6 



6 
DISCLAIMER 



Disclaimer 
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Disclaimer 1 2 3 4 5 6 

The information presented here is a marketing communication. It does not constitute an investment strategy recommendation 
within the meaning of section 3 para. 1 No. 34 of EU Regulation No. 596/2014, nor an investment recommendation within the 
meaning of section 3 para. 1 No. 35 of EU Regulation No. 596/2014, each read in conjunction with section 85 para. 1 WpHG. 
As a marketing communication, this information 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 information is meant to give you the chance to 
learn something about an investment opportunity. However, it is not a substitute for legal, tax or individual financial advice. 
Moreover, no consideration is given here to your investment objectives or your personal and financial situation. We therefore 
expressly point out that this information does not constitute personal investment advice. The information has not been 
reviewed by an independent audit firm or any other independent expert. The statements made in this document are based on 
either our own sources or generally accessible third-party sources and are based on the status quo at the time when this 
document was prepared. Subsequent changes cannot be considered. Due to the lapse of time and/or owing to changes in 
legislation, political, economic or other changes, some of the information may turn out to be no longer correct. We do not 
commit to pointing out such changes and/or to preparing an updated document. We would like to point out that past 
performance, simulations or estimates are not reliable indicators of future performance and that fees may be charged for the 
administration of the safe custody account, which will lower the performance.  
 
For an explanation of related technical terms, please see the online glossary at www.berenberg.de/en/glossary. 
 
Status: March 5, 2019. 

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

