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Performance of selected asset classes
Total return of asset classes in the last 4 weeks, since the beginning of 2018, and over 5 years (%, EUR)

Time period: 25/09/2013 – 26/09/2018..Sources: Bloomberg, Berenberg.
Note: The historical performance presented here is not a reliable indicator of future performance.

   4W (29/08/18 - 26/09/18) 26/09/17 26/09/16 26/09/15 26/09/14 25/09/13

        YTD (31/12/17 - 26/09/18) 26/09/18 26/09/17 26/09/16 26/09/15 26/09/14

Brent 49.2 5.0 -19.1 -50.7 -0.2

MSCI Frontier Markets -5.7 20.2 -1.8 -13.0 39.4

Eonia -0.4 -0.4 -0.3 -0.1 0.1

USDEUR 0.4 -4.6 -0.5 13.3 6.6

MSCI World 12.8 12.6 9.1 7.8 19.6

Global Coporates -0.9 -1.9 7.1 10.0 11.4

Global Treasuries -0.9 -8.0 11.1 8.1 6.9

Global Convertibles 7.5 8.0 6.0 10.3 15.6

Industrial Metals -1.5 19.3 4.1 -17.6 8.6

Gold -7.3 -7.7 16.1 6.6 -2.6

MSCI Emerging Markets -0.6 16.5 16.8 -10.4 11.0

REITs -0.4 -8.6 15.3 15.2 13.3

MSCI World: MSCI World Net Return; MSCI Emerging Markets: MSCI EM Net Return; MSCI Frontier Markets: MSCI Frontier Markets Net Return; 

REITs: MSCI World REITs Index; Global Treasuries: Bloomberg Barclays Global Agg Treasuries TR; Global Corporates: Bloomberg Barclays Global Aggregate Credit TR

Global Convertibles: Bloomberg Barclays Global Convertibles Composite TR; Gold: Gold US Dollar Spot; Brent Crude: Bloomberg Brent Crude Subindex TR;

Industrial Metals: Bloomberg Industrial Metals Subindex TR; Eonia: Eonia Capitalizaiton Index; USDEUR: Price of 1 USD in EUR.

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

3

Economics

• Europe: Above-trend growth, but clouded outlook due to trade conflict and Turkey crisis.
• USA: Tax reform provides an additional boost to the economy; US trade policy is a risk to watch.
• Politics: The German government crisis has flared up again; spiralling protectionism and Italy budget are risks to watch.

Bonds

• Modestly higher government bond yields in Europe; Italian bond yields are very volatile due to the budget negotiations.
• Credit markets are expected to be volatile; slightly higher cash allocation to take advantage of fresh opportunities. 
• The duration should still be kept short; we continue to underweight bonds in the multi-asset context.

Alternative investments / commodities

• Gold is fluctuating around USD 1,200; recovery potential if the dollar weakens and negative positioning decreases.  
• The price of oil has risen above USD 80, driven by the looming US sanctions against Iran and a possible supply shortage.  
• Industrial metal prices have stabilised recently; however, risks remain due to trade disputes. 

Currencies

• The EUR/USD exchange rate is around 1.17 as the USD benefits from the prospect of less restrictive monetary policy.  
• The British pound has stabilised; mainly remains under pressure from uncertainty of the outcome of Brexit negotiations. 
• The euro/Swiss franc exchange rate is at 1.14: The Swiss franc is less in demand as risks subside.

Equities

• Markets are higher recently; moderate gains for European indices; US S&P 500 is at an all-time high. 
• Short-term outlook clouded by political uncertainties, but they should recede in Q4.  
• We are overweighting equities because diminishing risks and moderate valuations point to an end-of-year rally in Q4. 
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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: 25/09/2013 – 25/09/2018Sources: SimCorp, Berenberg, own calculations.   *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.

• We gradually raised the equity allocation in autumn 2017 by reducing the cash allocation in reaction to accelerating economic data 

and positive profit estimate revisions. Around the turn of the year, we reaped above-average gains from the equity market rally.

• After the equity market correction in early February, 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, 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. 

• Thanks to our medium overweight in equities, we have benefitted from the recovery of equity markets since early July.
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1 
ECONOMICS



Eurozone
GDP and inflation

Source: Eurostat. Time period: 31/01/1999 – 31/08/2018.Sources: Eurostat, European Commission. Time period: 31/03/1999 – 31/08/2018.

Eurozone GDP growth and economic sentiment Eurozone inflation

• Whereas the inflation rate in Germany rose more than 

expected to 2.3% in September, Eurozone prices 

increased at the more moderate rate of 2.1%. In both 

cases, however, the ECB's 2% target was exceeded 

again. On the other hand, the core rate of inflation, 

which excludes the oil price among other things, 

declined from 1.0% to 0.9%. And so the trend remains 

the same: As long as the price of oil does not rise 

further, inflationary pressure will subside again.

• The ECB is under very little pressure and it will tighten 

monetary policy only slowly. 

Political uncertainty causes growth dip Inflation ticks up again

• Due to the various political irritations (US trade policy, 

Italy, Turkey, etc.), we have revised our growth forecast 

for 2018 downward to 2.0%. Nevertheless, growth 

remains well above the trend line.

• The economy can be expected to pick up speed again if 

the irritations subside or if the economy and markets 

grow accustomed to them. However, the Turkey and 

emerging-markets crisis will delay the resumption of the 

underlying trend of strong economic growth by a few 

more months.
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Economics1 2 3 4 5 6
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USA
GDP and inflation

US GDP growth and Purchasing Managers Index US inflation

• Mainly due to the tax reform, GDP growth will rise to 

2.9% this year. The GDP data for the second quarter 

confirmed our view, as did the recently published labour 

market data. 

• Trade policy is still a risk. The dispute between the 

United States and China continues to smoulder. At least, 

the meeting between US President Trump and EU 

Commission President Juncker eased the conflict 

between the EU and the US somewhat. 

• Inflation declined moderately to 2.7% in August (after 

2.9% in July). The core rate fell from 2.4% to 2.2%. The 

average inflation rate for the full year 2018 will probably 

rise to 2.5%, after 2.1% in 2017. 

• Monetary policy is therefore still needed: The Fed last 

raised its benchmark interest rates to 2.00%-2.25% in 

September. It will probably raise them again by another 

25 basis points in December.

Economy: Tariff policy is a risk Spotlight on inflation

Sources: BEA, ISM. Time period: 31/12/1997 – 31/08/2018. Time period: 31/01/1999 – 31/08/2018.Source: BLS.
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Economics1 2 3 4 5 6

20

30

40

50

60

70

80

-6

-4

-2

0

2

4

6

Dez 97 Dez 02 Dez 07 Dez 12 Dez 17

in
 p

oi
nt

s

in
 %

GDP growth (yoy) ISM manufacturing (right-hand scale)

-3

0

3

6

-3

0

3

6

Jan 99 Jan 01 Jan 03 Jan 05 Jan 07 Jan 09 Jan 11 Jan 13 Jan 15 Jan 17

in
 %

CPI (yoy) Core CPI (yoy)



China
GDP and inflation

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

• The trend of economic growth is losing some 

momentum. We expect 6.6% growth this year and 6.4% 

next year. Now as before, China can still counteract 

economic disturbances with its own resources. 

Government investment acts as a buffer, not to mention 

the USD 3.1 trillion in currency reserves. 

• Besides the trade conflict with the United States, which 

affects the export sector, the high level of private debt 

remains a problem. Here too, US tariffs are worsening 

the situation in the corporate sector.

• After flattening in the spring, the inflation rate rose in 

August for the third month in a row. Food prices in 

particular have risen sharply, though this can be largely 

attributed to seasonable factors. The trade conflict with 

the United States played only a secondary role in the 

price increases. It remains to be seen whether and to 

what extent an escalation of the trade conflicts will 

impact inflation. 

• In the longer term, we are worried about the growing 

concentration of power in the hands of President Xi.

Slowly declining growth rates Inflation remains within a stable range

Sources: NBS, CFLB. Time period: 31/03/2005 – 31/08/2018. Time period: 30/09/2003 - 31/08/2018.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 2.8 2.5 2.4 2.0 2.5 2.5 2.3 2.3 2.4 2.3

Eurozone 2.0 2.1 1.9 1.8 1.8 1.6 1.7 1.7 1.6 1.7 1.9 1.7

Germany 1.9 1.9 1.9 1.8 1.8 1.6 1.7 1.8 1.7 1.8 1.9 1.9

France 1.6 1.7 1.9 1.7 2.0 1.6 2.2 2.0 2.0 1.7 2.1 1.7

Italy 1.1 1.2 1.2 1.2 1.2 1.1 1.4 1.3 1.4 1.7 1.4 1.5

Spain 2.7 2.7 2.6 2.3 2.4 1.9 1.8 1.7 1.8 1.7 1.9 1.7

United Kingdom 1.4 1.3 1.8 1.5 1.7 1.6 2.5 2.4 2.1 2.1 2.2 2.0

Japan 1.2 1.0 1.1 1.0 0.9 0.6 0.9 1.0 1.3 1.1 1.4 1.4

China 6.6 6.6 6.4 6.3 6.1 6.1 2.1 2.1 2.2 2.3 2.1 2.4

World* 3.0 3.8 2.9 3.6 2.8 3.3 - 3.3 - 3.2 - 3.2

Source: Bloomberg, Berenberg as of 26/09/2018.
* At actual exchange rates, not purchasing power parity; PPP would give more weight to the fast-growing emerging-market countries.

** Bloomberg average/ consensus. 
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Forecasts
Most important estimates at a glance

Economics1 2 3 4 5 6



2
EQUITIES



Market developments 
The end-of-year rally will be bumpy, but it is coming

• US equity markets again performed better than their counterparts in all other regions of the world in the third quarter, driven 

by a strong US Q2 reporting season, robust US economic growth, and major stock buyback programmes. Equities in Europe 

and emerging-markets countries were adversely impacted by the continuing talk of tariffs and idiosyncratic risks such as the 

Turkey crisis. European equity markets were also weighed down by the still unresolved Italian budget negotiations and Brexit 

uncertainties.

• While these uncertainties are indeed negative factors in the short term, many of them should dissipate in the fourth quarter.

Although market scepticism is already high, seasonality will be positive for equities beginning in November, particularly after 

the US midterm congressional elections. Solid corporate profit growth and moderate valuations would seem to justify the 

hopes for an end-of-year rally. In this case, European and emerging-market equities in particular will have catch-up potential. 

We expect an end-of-year rally thanks to robust fundamental data 

Modest gains for most equity markets in the third quarter

Source: Bloomberg; * P/B = price/book value ratio; Div. = dividend yield (%); P/E = price/earnings. Values based on estimates for the next 12 months
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Time period: 27/09/2013–27/09/2018.

Equities1 2 3 4 5 6

Total return Year-to-date and in Q3 (in %, EUR) 12-month periods of the last 5 years (in %, EUR) P/B* Div.* P/E*

YTD (31.12.17–27.09.18) 27.09.17 27.09.16 27.09.15 27.09.14 27.09.13 27.09.13 27.09.13 27.09.13

Q3 (30.06.18–27.09.18) 27.09.18 27.09.17 27.09.16 27.09.15 27.09.14 27.09.18 27.09.18 27.09.18

Russell 2000 16,1 15,3 12,4 15,2 12,5 2,1 1,2 27,6

S&P 500 19,3 13,1 14,0 12,8 27,5 3,4 1,8 18,2

Stoxx Europe Defensives 6,2 8,1 -1,0 2,0 22,2

MSCI EM Eastern Europe 9,3 21,3 12,2 -16,8 -7,9 1,0 5,3 7,0

Topix 10,5 8,0 13,7 13,4 7,0 1,3 2,1 14,1

Stoxx Europe Small 200 4,9 20,8 1,5 12,4 9,5 2,0 2,7 18,3

MSCI UK 7,2 11,7 16,0 -5,7 5,6 1,8 4,4 13,5

Euro Stoxx 50 -0,4 22,8 -1,7 -0,9 13,3 1,6 3,7 14,2

Stoxx Europe 50 1,3 15,2 -2,0 0,8 13,2 1,8 4,1 14,1

Stoxx Europe Cyclicals 1,2 27,6 -2,2 0,0 10,1

DAX -1,8 22,2 6,9 2,1 9,6 1,6 3,2 13,5

MSCI EM Asia 1,9 16,8 18,6 -3,4 16,3 1,6 2,6 12,4

14,4
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Corporate profits
The outlook is still good, despite short-term uncertainties
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Strong 2018 profit growth in the United States Volatility usually increases in the autumn

• Analysts' profit estimates for the industrialised nations 

have recently improved somewhat; they were mainly 

revised downward for Eurozone companies, while 

revisions have been positive for companies in Japan, the 

United States, and especially the United Kingdom. 

• The consensus estimate for "MSCI World" profit growth 

is now 16% for 2018 and 9% for 2019. We see more 

downside risks for profit estimates in the coming months 

given the numerous factors that are negative for 

corporate profits.

Rising profit estimates for industrialised nations

Source: Factset.
Source: Goldman Sachs Global Research; average S&P 500 1-

month volatility by calendar month.

Upside potential with increased volatility

14

As of 27/09/2018.
As of 31/07/2018.

• In line with historical seasonality trends, we expect 

increased volatility in the equity markets in the autumn. 

After all, there is no shortage of political risk factors. 

There is much uncertainty surrounding the Italian budget 

negotiations and the Brexit process, what will happen 

next with Iran, and what trade tariffs will actually be 

imposed. On top of all that, the US midterm elections are

looming on the horizon. 

• Nevertheless, the fundamental environment for equities 

remains constructive, especially given the moderate 

valuations resulting from rising corporate profits.  

Equities1 2 3 4 5 6
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Positioning
Overweight equities because the end-of-year rally is highly probable

Horizons Handout ǀ October 2018

Improved environment for Europe Positive performance of US equities after midterm elections

• Of all the world's regions, we find Europe to be attractive 

after the recent phase of weakness. Besides the 

attractive valuations, we like the catch-up potential for 

European equities that could result from a soft Brexit 

and a mild outcome of the Italian budget negotiations. 

• Besides, emerging-market equities will probably become 

attractive in the fourth quarter because we expect the 

dollar's strength to fade. It seems that much uncertainty, 

including the trade dispute between the United States 

and China, is already priced into valuations.

• The US midterm elections will be held on 6 November. It 

will be interesting to see if the Republicans can defend 

their majorities in both chambers or whether the 

Democrats will take over the House of Representatives. 

• In the past, the US equity market has trended sideways 

in the 180 days preceding the 17 midterm elections 

since 1950, due to heightened uncertainty. After the 

election, US equities have posted handsome gains, 

regardless of the election outcome. This also supports 

the expectation of an end-of-year rally.

Catch-up potential for Europe, EM countries are attractive

Source: Bloomberg, Factset. 
Source: Bloomberg, own calculations.

Will the US midterm elections set off an end-of-year rally?

15

Time period: 01/01/2017–26/09/2018. Time period: 01/01/1950-26/09/2018

Equities1 2 3 4 5 6
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Equity allocation
Catch-up potential for Europe, EM countries are strategically attractive
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USA

Modest overweight

• Thanks to the stimulus afforded 
by the US tax reform, GDP can 
be expected to grow by 2.9% in 
2018. 

• Corporate profit growth is very 
strong. An increase of 23% is 
predicted for 2018.

• Trade disputes and US midterm 
elections are likely to fuel higher 
volatility. 

• Based on PE ratios, valuations 
are somewhat higher than the 
historical average.

United Kingdom

Moderate underweight

• The outcome of Brexit 
negotiations is still a major 
uncertainty factor. 

• GDP growth can be expected to 
slow to 1.4% in the current year, 
dampening profit growth. 

• The equity market is highly 
dependent on the direction of 
the pound. For euro investors, 
the currency and price effects 
partially offset each other. 

Emerging markets/ Japan

Overweight

• EM equities are relatively cheap 
now. Much uncertainty is 
already priced in. An easing of 
the trade dispute, an expected 
weakening of the dollar, and 
seasonal trends present 
opportunities. 

• The recently good performance 
of Japanese equities will 
probably continue thanks to 
rising profits, economic reforms, 
and expansive monetary policy. 

Europe ex. UK

Moderate overweight - Focus on 
Germany

• Leading indicators have slipped 
somewhat. Nevertheless, 
Eurozone GDP growth should 
reach 2.0%.

• Corporate profits are likely to 
grow at a rate of around 8% in 
2018, especially considering the 
support from the temporary 
weakening of the euro exchange 
rate.   

• Valuations are fair, but political 
risks are likely to cause volatility. 

Equities1 2 3 4 5 6



Current Ø*

Index forecasts 26/09/2018 30/06/2018 31/12/2019 in 12 months

S&P 500 2.906 3.100 3.100 3.185

Dax 12.386 13.700 14.200 14.326

Euro Stoxx 50 3.433 3.700 3.800 3.929

MSCI United Kingdom 2.174 2.350 2.400 2.439

Index potential (in %)

S&P 500 - 6,7 6,7 9,6

Dax - 10,6 14,6 15,7

Euro Stoxx 50 - 7,8 10,7 14,5

MSCI United Kingdom - 8,1 10,4 12,2
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Forecasts
Estimates for selected indices

Source: Bloomberg, Berenberg, as of 27/09/2018.

*Average bottom-up consensus based on individual stocks..
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3
BONDS



Market developments
Interest rates

Source: Bloomberg.

• The Fed raised its benchmark interest rate to 2.00-

2.25% in September, as expected. We expect one more 

hike before the end of the year, probably in December.  

• By contrast, the ECB is in no hurry. We expect the first 

minimal increase in the refinancing rate in September 

2019. Asset purchases will be halved further to EUR 15 

billion per month beginning in October and completely 

stopped at the end of 2018. 

• United States: In principle, factors such as the tax 

reform, accelerating inflation, and the Fed's tightening 

course suggest that yields will continue to rise. However, 

political risks (including Turkey) have since driven capital 

back into safe havens. However, interest rates have 

recently risen again. 

• German Bunds are also in demand, which is making it 

difficult to reverse interest rate policy in the Eurozone, 

although interest rates have risen again recently and will 

probably continue to rise, also because the ECB will end 

its bond purchases in the foreseeable future.

Divergent monetary policies Political risks put downward pressure on interest rates

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

Time period: 01/02/1999 – 25/09/2018. Source: Bloomberg. Time period: 25/09/2008 – 25/09/2018.
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Government bonds
"Safe havens" are still relatively unattractive
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10-year government bond yields are very mixed "Safe havens": US Treasuries beat Bunds

• The "interest rate reversal" narrative is likely to gain 

currency in the markets again. The Fed plans to raise 

interest rates further and the ECC can be expected to 

begin its interest rate reversal in the summer of 2019.

• As a result, US Treasuries overcame their chart-

technical resistance, with yields recently rising above 

3.0%. The 10-year Bund yield rose to 0.5% and has 

been able to hold there.

• The losses resulting from rising interest rates must be 

weighed against the diversification advantage.

• Government bonds are fundamentally suitable as 

diversifiers in a multi-asset context, especially 

considering the persistent political risks. However, they 

have not returned enough in recent years to compensate 

for the risk of loss resulting from rising yields. 

• This is beginning to change with regard to US 

Treasuries. In the meantime, they offer returns that at 

least compensate for the risk of moderately rising yields. 

They can be considered as potential diversifiers again. 

Differentiated approach is needed

Source: Bloomberg.
Source: Bloomberg, 10-year government 

bond yields.

US Treasuries as a diversifier

20

Time period: 01/01/2013 - 26/09/2018. Time period: 18/09/2013–18/09/2018..

Bonds1 2 3 4 5 6
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Corporate and emerging-market bonds
Defensive positioning in a volatile environment
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BB / B high-yield bonds: Converging risk spreads Emerging-market bonds: Investors brave the stress

• Risk spreads have widened significantly for many sub-

segments of the corporate sector since the beginning of 

the year. Investors have been able to generate positive 

income only with US high-yields and European bonds 

with single-B ratings.

• Although corporate profit growth has been satisfactory, 

rating trends have been stable, and default rates have 

remained low, we expect credit markets to be volatile in 

Q4.

• Strong at first, weak at the end: This is a good way to 

describe the performance of emerging-market bonds in 

the third quarter to date. Taking a closer look, however, 

two factors stick out. 

• First, the investment-grade segment has clearly 

outperformed the riskier high-yield bonds in the last two 

months. This was especially true in Middle Eastern 

countries. Second, the extremely negative market 

sentiment in certain cases has hardly led to capital 

outflows. 

Further volatility ahead

Source: Factset. Source: J.P. Morgan.

EM: Gains for investment-grade and Middle East bonds 
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Time period: 18/09/2013 – 18/09/2018. Time period: 01/01/2018–07/09/2018.
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Corporate bonds

Underweight

• We have taken a defensive position with a relatively high cash 

allocation in order to take advantage of opportunities in phases of 

market turmoil. Corporate bonds in general will probably struggle as 

the ECB ends its purchasing program.

• We are also avoiding BB issuers due to the persistent fund outflows 

and are selectively adding the subordinated bonds of insurance 

companies that have clearly underperformed the subordinated bonds 

of banks as diversifiers.

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 EUR high-yield bonds 

because these companies 

have healthier balance sheets.

Government bonds and covered bonds

Underweight

• Considering the political and geopolitical risks, volatility will probably 

remain high in the bond markets.

• The duration should still be kept short because the risks of interest 

rate changes are not adequately compensated in long maturities.

• US Treasuries offer more attractive yields and are additionally suitable 

as a hedge against temporary political risks.

Emerging-market bonds

Overweight

• Emerging-market bonds are 

still strategically attractive.

• This is based on our 

expectation of positive 

economic policy 

developments, the dissipation 

of risks, and the end of USD 

strength. 

Core segments

Other segments
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26/09/2018 30/06/2018 31/12/2019

Benchmark interest rates and
government bond yields (in %)

Current Ø* Ø*

USA

Benchmark interest rate 2.00 – 2.25 2.75 – 3.00 2.90 3.00 - 3,25 3.05

10Y US yield 3.05 3.30 3.23 3.60 3.32

Eurozone

Benchmark interest rate 0.00 0.00 0.00 0.25 0.15

10Y Bund yield 0.53 1.00 0.91 1.40 1.03

United Kingdom

Benchmark interest rate 0.75 1.00 0.95 1.25 1.15

10Y Gilt yield 1.59 1.80 1.83 2.00 2.08

Source: Bloomberg, Berenberg as of 27/09/2018.

*Average, consensus.
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Forecasts
Estimates for selected bond markets
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Crude oil 
Focus on US sanctions against Iran
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Speculative oil positions have increased again

Source: Bloomberg. Time period: 01/01/2015–26/09/2018.

Oil price will depend on the effects of Iran sanctions
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Source: Bloomberg. Time period: 01/07/2015–31/07/2018.

Iranian oil exports are declining already before US sanctions

• After rising sharply in the first half of the year, the price of oil fluctuated widely in the third quarter without rising further as of

mid-September. The price of oil has been adversely impacted by rising OPEC production, worries about weaker oil demand

in the United States and China as a result of their trade dispute, and the reduction of speculative positions.

• Only recently did the price of Brent crude rise above the level of USD 80 per barrel, supported by shrinking inventories and

worries about overly tight supplies. That is because the US sanctions against Iran to take effect in November have taken a

toll on the price of oil since mid-August. The pressure exerted by the United States on other countries not to purchase any

more Iranian oil and worries among petroleum producers that they could be shut out of the US market are already having an

effect. Iran's petroleum exports have been declining since April.

• A global supply shortage could result from these sanctions because other countries will not be able to offset larger declines of

Iranian oil exports. Oil prices could rise further in the short term, also considering that hurricane season is not yet over.
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Precious and industrial metals
Searching for a bottom

Recovery potential for gold Trade war weighs on industrial metals

Gold has been adversely affected by speculative positioning Industrial metals declining in lockstep with Chinese equities

Time period: 18/09/2013–18/09/2018.Source: Bloomberg, CFTC. Time period: 24/09/2013–18/09/2018. Source: Bloomberg, CFTC.
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• Industrial metals have been on a downward trend since 

June. The trade dispute between the US and China and 

worries about growth in China and other emerging-

market countries are the reasons for this development. 

• Industrial metals have declined in lockstep with Chinese 

equities and will probably remain under pressure from 

the still smouldering trade disputes. 

• Given the fact that investor positioning for some metals 

such as copper are already at low levels, temporary 

gains are possible. Still, the risks for investors will 

remain high in the short term. 

• The gold price has been fluctuating around the 

psychologically important mark of USD 1,200 per ounce. 

It has been weighed down in the last few months by the 

strong US dollar, the robust US equity markets, and net 

selling on the part of ETF investors and financial 

investors. 

• The fundamental situation has worsened, with supplies 

increasing and demand falling due to the fact that gold is 

expensive in the currencies of major buying countries.  

• If covered, the extremely high net short positions of 

investors offer potential for a price recovery.
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CURRENCIES



Market developments 
Currencies

• After a phase of strength in the last few weeks, the US 

dollar has come under pressure as a result of the 

uncertainties surrounding the midterm congressional 

elections in the United States and heightened risk 

appetite among investors, while the euro has settled in 

between 1.16 and 1.17.

• Nevertheless, the euro has been fundamentally 

weakened by the risk factors of Turkey, Italy, and Brexit 

to such an extent that it cannot quickly stage a strong 

recovery. Patience is called for. It can be expected to rise 

above 1.20 dollars per euro again in 2019.

• The British pound remains trapped in the Brexit cage of 

confusion. It goes a bit higher or lower depending on the 

latest news. Since there was no good news last week, 

the pound dropped a little. The Bank of England did not 

provide any fresh momentum at its September meeting 

as it remains in wait-and-see mode. 

• A moderate recovery of the pound is likely if our primary 

scenario of a half-soft Brexit occurs. We see an 

exchange rate of around 0.86 pounds per euro in 2019. 

The pound is somewhat weaker again

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

Source: Bloomberg. Time period: 25/09/2013 – 25/09/2018. Source: Bloomberg. Time period: 25/09/2013 – 25/09/2018.

The euro has stabilised somewhat
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26/09/2018 30/06/2019 31/12/2019

Exchange rate forecasts Current Ø* Ø**

EUR/USD 1.17 1.21 1.20 1.25 1.23

EUR/GBP 0.89 0.86 0.89 0.86 0.89

EUR/CHF 1.13 1.19 1.17 1.22 1.20

EUR/JPY 132 142 130 146 133

Change against the euro (in %)

USD - -3.0 -1.9 -6.1 -4.6

GBP - 3.7 0.2 3.7 0.2

CHF - -4.7 -3.4 -7.1 -5.5

JPY - -6.8 1.7 -9.3 -0.1

* Average, consensus as of 27/09/2018.

Source: Bloomberg, Berenberg.

Forecasts
Estimates of the most important currencies
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Disclaimer
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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: 1 October 2018.


