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G lobal gross-domestic-product (GDP) growth as well as growth in U.S. 
corporate earnings seem poised to slow in 2019. The central banks are 
currently changing tack: quantitative easing is morphing into quantita-

tive tightening. In effect, the world's three major central banks are now siphon-
ing liquidity off the market. Meanwhile, political risks persist and appear increas-
ingly difficult to resolve. Populist governments are making political forecasting 
harder as gut feeling replaces expertise. Bond markets remain nervous and many 
risk premiums are heading north. The sharp pullback in oil prices continues to 
put pressure on some market segments.

The above sums up the current situation, which sounds depressing enough to 
justify a continuation of the recent market weakness. It is, however, possible to 
see matters in quite a different light. Based on our current forecasts, we believe 
the global economy will again expand at a rate of more than 3.5% in 2019. We 
do not expect a recession in 2020 either. Corporate profits continue to grow at 
an impressive rate; in the United States we expect roughly 6% growth. Monetary 
policy is tightening marginally overall but remains very loose in historical terms. 
And though investors are watching every rate-hike move of the U.S. Federal 
Reserve (the Fed) like a hawk, any slowdown in growth would mean that the 
Fed might abstain from tightening the screws quite so much. Even the currently 
heightened political risks are increasingly attributed to individuals which implies 
they could – in theory – be reversed quickly, especially if – in practice – pressure 
from the capital markets were to speed up the decision-making process. Italy 
might be a case in point. And cheap oil has more friends than foes anyway.

This rosier take on the world sounds fairly plausible. It does, however, rest on 
some rather optimistic assumptions. Instead, periods of severe market stress 
could result from several risks escalating at the same time. Some politicians 
might prefer to ignore market signals or even blame "speculators" for any woes. 
The truth probably lies somewhere inbetween. We therefore enter the New Year 
with humility, projecting only mid-single-digit returns. But this also means that 
we remain guardedly optimistic – in our view, the cycle is not over yet.

A MATTER OF PERSPECTIVE

"The economic foundation for the 
coming year is basically solid. It needs 
to be – because we will have to with-
stand some tremors."

Stefan Kreuzkamp

Chief Investment Officer

 LETTER TO INVESTORS 

Important terms are explained in our glossary. All opinions and claims are based upon data on 12/17/18 and may not come to pass. This infor-
mation is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommen- 
dation. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical mod-
els that may prove to be incorrect. DWS Investment GmbH
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MACRO
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Throughout 2018, a sense of 
unease has repeatedly seized 
financial-market participants. 

For a wide range of asset classes, 
returns year-to-date have tended to 
be somewhere between disappoint-
ing and dismal. It began with cryp-
tocurrencies at the start of the year 
followed by sharp increases in equi-
ty-market volatility in February. Octo-
ber proved truly dreadful for most 
risky asset classes. There was also 
extreme nervousness, heading into 
December. In between, emerging 
markets suffered from a combina-
tion of self-inflicted policy errors, ris-
ing trade tensions, rising U.S. inter-
est rates and a stronger U.S. dollar, 
pushing emerging-market equities as 
a whole into bear-market territory.

Investors were not the only ones to 
lose their calm. Again and again, vot-
ers and citizens did so as well. Mean-
while, upheaval in governments, 
parliaments and at ballot boxes con-
trasted sharply with more sanguine 
readings from conventional eco-
nomic indicators. The market mood 
kept oscillating between taking com-
fort from seemingly solid economic 
fundamentals and apprehension 
around the latest political surprises, 
often on trade and often transmitted 
via Twitter. As we head into 2019, 
it’s worth pausing and trying to get 
a better grasp on this contrast. From 
a market perspective, leading indi-
cators are tried and tested tools in 
assessing the likelihood of the next 
downturn within a given forecasting 
horizon. In financial-market parlance, 
the question is typically put in terms 

to see their electoral fortunes decline 
in a wide range of countries, includ-
ing generally steadfast Germany 
and Sweden. In France, erstwhile 
political newcomer President Eman-
uel Macron faced sustained and 
at times violent street protests. In 
the U.S. midterms, Donald Trump's 
Republicans suffered a larger–than-
usual defeat in the House of Rep-
resentatives. High turn-out levels in 
the United States and several other 
countries suggest voters are more 
engaged than usual.

Set against financial and political tur-
bulence, the world economy has been 
remarkably steady so far. The U.S. 
did a little better than forecast, most 
other developed countries and China 
somewhat worse. For the world as a 
whole, the economic outlook remains 
quite benign. It would be a mistake, 
however, to conclude, as an old Ger-
man piece of investment wisdom has 
it, that politics rarely dominates mar-
kets for long. Elections, after all, are a 
way of aggregating information, just 
like markets are. The message that 
voters and citizens have been sending 
since 2016, in country after country, 
is that they are fed up with business 
as usual.

Which brings us back to the question 
so dominant in financial markets of 
"where we are in the cycle." At least 
as far as politics is concerned, the 
old political cycle that started after 
the global financial crisis is already 
over. So is the politics of what you 
might call "There is no alternative," 
in honor of Germany’s crisis chan-

of "where we are in the cycle." By 
that, investors tend to mean two dis-
tinct, though related things. The first 
is how close we are to major econo-
mies, such as the U.S., succumbing 
to a recession. Recessions, of course, 
tend to, secondly, coincide with bear 
markets for risky assets, such as equi-
ties and riskier corporate bonds.

Typically, risky assets tend to con-
tinue to do quite well until the very 
late stages of a cycle. As we have 
argued recently in our Multi-Asset 
Perspective "Capital-market cycles,"1  
history and recent economic data 
suggest that the current cycle still 
has further to run. Periods of weak-
ness, in other words, might once 
again look like buying opportunities 
with the benefit of hindsight. There 
are plenty of downside risks to this 
view, however, and since 2016 they 
have tended to be related to politics. 
Starting roughly with the Brexit ref-
erendum and the election of Donald 
Trump, odd things began to happen 
quite frequently, often catching inves-
tors by surprise. That trend continued 
in 2018. On Brexit, it remains as hard 
as it has ever been to predict the ulti-
mate outcome. In heavily indebted 
Italy, two broadly euroskeptic parties 
won the parliamentary elections in 
March, formed a new government 
and kept pushing against the bud-
getary constraints previously agreed 
with their Eurozone partners. Popu-
lists also won elections in Brazil and 
Mexico.

While less eye-catching, the tradi-
tional mainstream parties continued 

BEYOND THE BUSINESS CYCLE

 FOCUS 

 Focusing purely on "where we are in the cycle" risks 
overlooking the signs of structural changes already afoot. 
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cellor Angela Merkel. In the UK, 
the opposition Labor Party may be 
only one or two Brexit-related acci-
dents away from getting a crack at 
implementing radical, redistribution-
ist ideas, considered unthinkable 
not so long ago. And from Donald 
Trump in Washington and Emman-
uel Macron in Paris to Rome's new 
populist government, outsiders are 
already eagerly implementing alter-
natives to their countries' erstwhile 
political status quo. Some of these 
policies are more market-friendly and 
more thought-through than others. 
But leaving aside the policy content, 
the sheer speed at which old ways 
of doing politics disintegrated has 
been stunning. The scope for policy 
errors has dramatically increased, 
and not just in monetary policy with 
the still unfamiliar tool "quantitative 
easing (QE)" making room for the 
never before tried tool of "quantita-
tive tightening." For investors, the 
key implication is that matters are 
a lot more uncertain than standard 
economic-health assessments might 
suggest. The real surprise would be 
if you didn’t start to see more of the 
fallout in both financial markets and 
the economic data throughout 2019. 
Investors might be well-advised to 
pay just as much attention to signs of 
structural changes already afoot as to 
"where we are in the cycle".

 

Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 11/30/18

 
U.S. LEADING INDICATORS SUGGEST A RATHER BENIGN OUTLOOK
The Conference Board's U.S. Leading Index is a composition of several indicators 
and suggests that the U.S. economy remains quite solid.

 
ANOTHER DIFFICULT YEAR FOR EMERGING-MARKET EQUITIES
Since 2013, emerging-market equities have been comparatively weak. Things got 
worse in 2018, partly because rising U.S. interest rates pushed up the dollar.

Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 12/5/18
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STEADY AS SHE GOES

Let's start with the good news. 
Are we facing a severe U.S. eco-
nomic downturn or even a reces-

sion as financial markets appeared to 
be signaling in recent weeks? Clearly, 
the answer is no. Conventional lead-
ing indicators, which have proven reli-
able in the past, remain reassuring. 
U.S. economic momentum continues 
to look solid indeed. In fact, we have 
slightly increased our forecast for 
2018 to 2.9%. We continue to expect 
only a slight deceleration, to 2.7% in 
2019. This partly reflects the fading 
effects of debt-financed tax cuts and 
spending increases of the past year 
under the Trump administration.

Leaving aside some relatively isolated 
areas of weakness, such as housing 
in parts of the United States, a slight 
deceleration is perfectly consistent 
with the cycle lasting well beyond our 
12-month forecasting horizon. The 
U.S. economy has lately been grow-
ing above potential, and the labor 
market is already very tight. A pickup 
in productivity, perhaps reflecting a 
combination of tax cuts, deregulation 
and slight rises in corporate invest-
ment, would help. Still, the pace of 
growth probably needs to slow, if 
the U.S. economy is to avoid reces-
sion risks in the longer-term. That is 
exactly what we are forecasting.

For the rest of the world, the outlook 
is admittedly somewhat less benign 
but far from dismal. Outside the 
United States, we have taken down 
our forecasts another shade. For the 
world as a whole, we now expect 
3.7% growth in 2018 and a still per-

fectly respectable 3.6% in 2019. For 
China, we stick to our 6% forecast in 
2019. Not so long ago, this was well 
below consensus. Lately, incoming 
data forced some of our more opti-
mistic peers to trim their forecasts, 
as the trade conflict between China 
and the United States has started 
to take its toll. It remains to be seen 
whether the recent truce on trade will 
prove sustainable. Other reasons for 
caution include China's high levels 
of private-sector debt and structural 
trends, such as an aging population 
and the shift towards services. Set 
against all this, China's leaders appear 
determined to soften the slowdown 
through various stimulus measures 
and still have plenty of monetary and 
fiscal tools at their disposal.

Other emerging markets (EM) pres-
ent a sharply contrasting picture. The 
likes of Turkey and Argentina are fac-
ing some well-known, country-spe-
cific challenges. Still, domestic-de-
mand growth continues to look solid 
in much of Asia, with Indian eco-
nomic growth on track to accelerate 
to 8%. On average, we expect emerg-
ing-market growth to be roughly the 
same in 2019 as in 2018. Provided, 
of course, that matters on the trade 
front are at least not getting worse. 
Another potential source of volatility 
is the oil price, which we expect to 
recover to 60 dollars a barrel by the 
end of 2019.

The most immediate risks continue to 
surround Europe, and they are skewed 
to the downside. One area to watch 
is obviously trade – and the question 

 MACRO 

 The world economy retains a more solid footing than you might think. 
There are plenty of risks, however. 

Johannes Müller

Head of Macro Research

_ U.S. economic momentum 
continues to look solid indeed.

_ For the rest of the world, the 
outlook is admittedly somewhat 
less benign but far from dismal.

_ The biggest risks continue to 
surround European politics 
and they are skewed to the 
downside.

IN A NUTSHELL



DWS.COM/INSIGHTS/CIO-VIEW 9

 MACRO 

 
U.S. LABOR COSTS ARE SLOWLY TRENDING UPWARDS
So far, wage growth has remained fairly moderate, but according to most esti-
mates, U.S. labor-market slack appears to be largely gone. 

 
HEALTHY U.S. PRIVATE-SECTOR FINANCIAL BALANCES
As yet, there are few obvious signs of the sorts of excesses such as deteriorating 
private-sector finances that preceded previous recessions.

* Total income minus total spending 
Sources: U.S. Bureau of Economic Analysis (BEA), U.S. Federal Reserve Board, DWS Investment 
GmbH as of 11/2018

whether and how hard the Trump 
administration might target European 
carmakers. Two other perennial top-
ics are Brexit and the ongoing hag-
gling over Italy's fiscal outlook. Our 
base case continues to assume that 
awful outcomes, such as a cliff-edge 
Brexit or a rating downgrade of Italian 
government debt towards junk, can 
be avoided. Achieving that, however, 
might require some market discipline, 
which, in turn, could reinforce rather 
than diminish political brinkmanship. 

Note that none of the risks we have 
outlined above are all that new. 
Indeed, Chinese debt, trade, Italy and 
Brexit are all topics we have been 
carefully monitoring for a while and 
incorporating into our forecasts. The 
same is true of the shift in monetary 
policies towards quantitative tighten-
ing. What then explains the severity of 
some of the moves we have recently 
seen in financial markets, notably in 
U.S. equities? One intriguing explana-
tion concerns wages. With the U.S. 
economy operating at full capacity, 
you might expect wage growth to 
start putting a dampener on compa-
nies' earnings by squeezing corporate 
margins. It is too early to say whether 
this may have already started to hap-
pen. If and when it does, that might, 
however, prove painful for Wall Street 
but not necessarily for U.S. house-
holds, let alone the global economy 
as a whole. Instead, it is exactly what 
a benign macro-economic scenario 
of a successful exit from quantitative 
easing might look like.
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All opinions and claims are based upon data on 12/20/18 and may not come to pass. This information is subject to change 
at any time, based upon economic, market and other considerations and should not be construed as a recommenda- 
tion. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models 
that may prove to be incorrect. DWS Investment GmbH

* Last observation: 10/2018
** unweighted, 3-month moving average
Sources: Bureau of Labor Statistics (BLS) of the U.S. Department of Labor, DWS Investment GmbH as 
of 11/2018
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A FEW OPPORTUNITIES LEFT 

C all it a tug of war between 
fears and fundamentals. While 
President Trump keeps mar-

kets in suspense, the U.S. economy 
looks robust to us and, more impor-
tantly, to the Fed. Until December 
2019, we expect two more 25-basis-
point (bp) interest-rate hikes, driving 
2-year interest rates gradually up to 
2.75%. This makes 2-year U.S. Trea-
suries quite an attractive investment 
on a risk-adjusted basis. Whereas the 
short end of the yield curve seems 
well contained, macroeconomic 
uncertainties make longer-term Trea-
sury rates more susceptible to occa-
sional yield spikes. Overall, we expect 
10-year U.S. Treasury rates to grind 
slightly higher to 3%. In contrast to 
some of our peers, we do not expect 
a sell-off in long-dated Treasuries nor 
a full inversion of the yield curve over 
the coming 12 months. We also stay 
constructive for liquid dollar-denom-
inated mortgage-backed securities 
(MBS) as the Fed comes closer to the 
end of its balance-sheet unwinding. 
Nevertheless, supply of MBS assets 
could remain a drag for some time. 
Collateralized loan obligations (CLO) 
and shorter U.S. municipal bonds 
also look appealing.

For most Eurozone government 
bonds, we see negative expected 
total returns, due to the prolongation 
of accommodative monetary policies 
by the European Central Bank (ECB). 
We expect deposit rates to increase 
by only 15bps and no hike of the refi-
nancing rate in 2019. This looks set to 
keep 2-year Bund yields in negative 
territory. From a strategic perspective, 

we turned cautious on Italy. Political 
uncertainty, the implied tail risks and 
concerns over Italian banks continue 
to weigh on sovereign spreads. How-
ever, we expect political uncertainty 
and the resulting volatility to create 
a number of trading opportunities 
in sovereign bonds across the Euro-
zone. We expect no key-rate change 
in Japan over the next 12 months. We 
expect yields on 2-year government 
bonds to stay at around or maybe just 
slightly below 0%. In the UK, we see 
the Bank of England (BoE) decreasing 
policy accommodation further. Brexit 
uncertainties are likely to generate 
some volatility in Gilts ahead of the 
deadline of March 29, 2019, when 
the UK is scheduled to leave the Euro-
pean Union (EU). 

For corporate credit, we continue 
to expect positive absolute returns 
across all regions, but the environ-
ment is getting more challenging. 
The re-emergence of cash as an 
attractive asset class in the United 
States will have some crowding-out 
effect on corporate credit. We expect 
U.S. investment-grade spreads to 
only widen slightly. Higher leverage 
in various BBB credits, a rising down-
grade-to-upgrade ratio (currently 2:1), 
high currency-hedge costs and the 
attractive yield on cash will weigh on 
the asset class. But let's not turn too 
negative. While we see various indi-
vidual deteriorating credit stories, we 
do not expect a wave of BBB-rated 
companies to move into high yield 
(HY). Opportunities exist in U.S. high 
yield. After the recent spread widen-
ing, the asset class looks attractive 

 FIXED INCOME 

 Despite moderate rate rises, it remains too early to
count out fixed income. 

Jörn Wasmund

Head of Fixed Income/Cash

IN A NUTSHELL

_ U.S. Treasuries and liquid MBS 
look interesting, especially at 
the short end of the U.S. yield 
curve.

_ We are more cautious on 
European government bonds, 
especially of the countries at 
the core of the Eurozone.

_ Positive absolute return poten-
tial exists for corporate credit 
across regions. Selective op-
portunities remain in emerging 
markets. 
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 FIXED INCOME 

again. It should benefit from low 
default rates, fairly high yields and 
stable corporate fundamentals. Equi-
ty-market volatility, Fed uncertainty 
and recession concerns are likely to 
keep a lid on spread tightening poten-
tial.

European investment grade has suf-
fered in 2018, not just from concerns 
over financials and Italy's protracted 
budget negotiations but also from 
the announced end of QE by the ECB. 
The extent of recent market moves 
looks unjustified to us. We think 
that spreads will tighten again. In 
European high yield, we see attrac-
tive entry opportunities. Low default 
expectations and attractive relative 
value support the asset class. 

Finally, let's look at EM. We continue 
to see selective opportunities. Mar-
kets may have overreacted to nega-
tive news flow on countries such as 
Mexico, Turkey and Argentina. We 
particularly like shorter-dated bonds. 
On the sovereign side, we like Central 
and Eastern Europe (including Turkey 
and Russia) and Africa but under-
weight Latin America. In general, we 
favor hard-currency over local-cur-
rency emerging-market sovereign 
bonds. For Asian credit, we expect 
spreads to stay around current lev-
els. We see selective opportunities 
in China. However, this segment is 
highly dependent on ongoing trade 
negotiations between China and the 
United States. A strong U.S. dol-
lar and higher Treasury yields also 
remain risk factors.

Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 11/1/18

 
HOW 10-YEAR TREASURY YIELDS GOT WHERE THEY ARE
U.S. Treasury yields have moved in line with an improving economy. They are 
unlikely to move much further, until the economic outlook becomes clearer.

 
U.S. REAL RATES FROM A HISTORICAL PERSPECTIVE
Real U.S. interest rates remain very low. The rate at which monetary policy is 
neutral appears lower, too, reflecting various structural changes.

* core CPI: year-over-year change
Source: Thomson Reuters Datastream as of 12/6/18
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A RELATIVELY QUIET PLACE

Source: Thomson Reuters Datastream as of 12/6/18

 Chinese yuan vs. U.S. dollar  Japanese yen vs. U.S. dollar

indexed: 12/6/17 = 100
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MAIN CURRENCY PAIRS ARE RELATIVELY STABLE
Measured against other asset classes and its own history, the currency market 
has been rather quiet.

A  s the year ends, most mar-
kets have been turbulent, but 
the foreign-exchange markets 

have remained rather calm. And this 
is despite the fact that currencies are 
said to have a good nose for political 
changes, of which there have been 
plenty in the past year. In fact, the 
last few years have been very sta-
ble for exchange rates by historical 
standards. Against the euro, the U.S. 
dollar has moved in a corridor of 1.05-
1.25 for almost four years, in contrast 
to 2014 when it slipped from 1.40 
to 1.05 within one year. Nor do we 
expect any leaps now and see the dol-
lar at the end of 2019 at 1.15 against 
the euro. This apparent standstill, 
however, hides the many underlying 
forces pulling at the exchange rate. 
At present, however, they are largely 
neutralize each other. What these 
forces are is well known: the U.S. 

twin deficit, the transatlantic inter-
est-rate differential and the growth-
rate gap between the United States 
and Europe. Interesting, however, is 
not the absolute levels of these dif-
ferences but the changed expecta-
tions regarding their development. In 
2018, the positive element of surprise 
on the last two factors was clearly 
in the United States' favor. 2019 
could be a tighter call. Although it is 
unlikely that the ECB will tighten the 
monetary reins faster than previously 
announced, it is increasingly likely 
that the Fed will pause on hikes ear-
lier than expected. Expectations on 
Fed rate hikes are already declining 
anyway – just one hike is priced in for 
2019. But this expectation could shift 
in either direction. As far as growth 
is concerned, revisions on both conti-
nents are more likely to be down than 
up.

 FIXED INCOME | CURRENCIES 

 After many currency pairs have left 2018 at about the same 
level as they entered it, we expect the same in 2019. 

IN A NUTSHELL

_ Compared to other markets, 
currencies have ended the year 
almost calmly. 

_ We do not expect any major 
fluctuations in the coming year 
either.

_ For the euro-dollar exchange 
rate, the question for 2019 
could be: which region disap-
points less?
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YEAR-END TURBULENCE

The job of equity strategists 
does not get any easier when 
equity markets correct – pull 

back at least 10% from their last high 
– or even enter a bear market with a 
20% drop in the fourth quarter, just 
when the final touches are being 
put to the forecasts for the coming 
year. Nor does the situation improve 
when markets subsequently become 
either euphoric or panicky over tri-
fles. The final straw is when major 
decisions are also expected around 
the turn of the year. Italy, Brexit and 
the (merely postponed) U.S.-Chinese 
trade dispute can trigger bouts of 
market weakness that initially militate 
against an optimistic outlook. Such 
turmoil can also make our forecasts 
look like it may be an opportune time 
to consider investing. This, however, 
is not necessarily the case. While our 
forecasts indicate where we see the 
indices trading at the end of 2019, 
they say nothing about the correct 
timing of investments over those 12 
months. 

Investors should not overestimate 
their ability to time the market any-
way. But they should not underesti-
mate either that major market moves 
create a powerful narrative of their 
own. Above all, the last two months 
have demonstrated yet again just 
how quickly price movements on the 
world's major exchanges can change 
the collective view of the economy 
and capital markets. Since market 
corrections can often be purely tech-

nical in nature, the key is not to jetti-
son convictions from one week to the 
next. The resolve required has been 
demonstrated lately by the S&P 500's 
multi-day gyrations since the begin-
ning of October: three times the index 
moved sharply lower (-11.4%, -6.5% 
and -11.1%) and twice higher (8.1% 
and 6.5%, as of December 20). A 
striking comparison is that all throug-
hout 2017, the maximum potential 
loss (based on closing prices) never 
exceeded 3% – even based on the 
worst possible timing. But we think 
these days of excessive calm are over. 
Volatility at these higher levels will 
probably persist in 2019.

In the final analysis, there are still good 
reasons to expect more market tur-
moil before the situation improves. In 
2019, we expect global GDP growth to 
slow only slightly, from 3.7% to 3.6%. 
Moreover, based on the current data, 
we see little reason to fear a cyclically 
driven recession in the United States 
in 2020. Our baseline scenario calls for 
global equities to generate single-digit 
returns next year, driven by moderate 
earnings growth and respectable div-
idends – the latter backed by strong 
corporate cash flows for most sec-
tors. We have set our December 2019 
target for the S&P 500 at 2,850, for 
the Dax at 11,800, and for the Stoxx 
Europe 600 at 360 points.

Our basically bullish scenario could, 
however, be negatively impacted by 
a number of policy decisions. The 

 EQUITIES 

 Plummeting equity prices and elevated volatility reflect many anxieties. 
We share some concerns but remain confident for 2019. 

Thomas Schüßler

Co-Head of Equities

Andre Köttner

Co-Head of Equities

IN A NUTSHELL

_ The year-end political and 
market turmoil complicates the 
forecasts for 2019.

_ We share many of the concerns 
but expect a positive 2019, 
thanks to a still robust economy 
and better valuations. 

All opinions and claims are based upon data on 12/20/18 and may not come to pass. This information is subject to change 
at any time, based upon economic, market and other considerations and should not be construed as a recommenda- 
tion. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models 
that may prove to be incorrect. DWS Investment GmbH
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recent market corrections and ele-
vated volatility levels show just how 
concerned investors are about mon-
etary policy in this late phase of the 
cycle – having previously, for several 
years, shrugged off any policy shifts. 
Our baseline scenario for the equity 
markets assumes they withstand 
a raft of policy decisions. We also 
assume the U.S. trade dispute will not 
escalate into a full-blown trade war. 
We expect the Fed not to tighten on 
auto pilot but to factor in deteriorat-
ing macro conditions, and also not to 
ignore the impact its actions have on 
equity markets and emerging markets 
(EM) in particular. We also assume 
that the Italian budget policy will not 
challenge the integrity of the Euro-
zone and that Chinese efforts to boost 
domestic consumption will prove suc-
cessful, and permit a controlled slow-
ing of the Chinese economy.

We no longer consider equity valu-
ations to be rich. Valuations based 
on earnings or free-cash-flow multi-
ples are at or below recent historical 
averages. The key question for equity 
investors is the sustainability of the 
current high level of profitability. We 
assume it to remain high at least 
through 2019, but consensus esti-
mates for most markets still have to 
be corrected downwards. In our view, 
they do not adequately reflect lower 
GDP growth, higher wages and new 
trade barriers. Overall, operating mar-
gins in developed markets will prob-
ably not rise further, so we think 5% 
to 6% earnings growth is an appropri-
ately cautious assumption. We expect 
higher growth for emerging-market 
equities. Given the major uncertainty 
about near-term policy decisions, 
we are refraining from taking strong 
tactical positions – be it at a regional 

 
FIRST BLEMISHES IN THE VERY BULLISH FORECASTS
Consensus still expects another two fat years for S&P 500 earnings. Estimates* 
have, however, fallen slightly since late summer.

*  Development of the earnings estimates for individual future years over time as well as continuous 
development of the earnings estimates for the last 12 months.

Source: Thomson Reuters Datastream as of 11/30/18
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or sector level. Since the structural 
rise in the emerging markets looks 
set to continue in coming years, we 
are waiting for the right opportunity 
to overweight the region again. But 
for that to happen, the U.S.-Chinese 
trade dispute, the U.S. dollar and 
global interest rates must be heading 
in the right direction. We also assume 
that the digital revolution affecting 
virtually every sector will continue. 
Differentiating between the winners 
and losers of this technological shift 
remains a central investment issue for 
growth strategies. For the time being, 
however, even the heavyweights and 
former sector favorites must come to 
terms with falling instead of steadily 
rising consensus estimates. Here too 
we are waiting for better buy-in levels.
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VALUATIONS OVERVIEW

Growth and valuation concerns have hurt U.S. equities. We 
feel sentiment has deteriorated too much. As we expect no 
recession, mid-single-digit earnings-per-share (EPS) growth 
in 2019 and 10-year Treasury yields no higher than 3.5%, 
we believe the correction offers some opportunities. There 
could be downward pressure though as earnings forecasts 
are starting to fall and Treasury yields offer an attractive 
risk-adjusted alternative.

We believe strong balance sheets and solid earnings of corpo-
rate Japan remain fundamentally attractive. However, the signs 
of a slowdown in the earnings-recovery cycle leave us on the 
sidelines. Corporations have surprised by not yet revising up 
their conservative earnings forecasts. Furthermore, Japan may 
not necessarily be a place to hide if one expects a late-cycle 
slowdown.

Political and macro uncertainties make it necessary to mon-
itor how events in Europe evolve. Issues such as Italy, Brexit 
and trade tensions are weighing on markets. Therefore, we 
remain neutral and wait for a better re-entry point. In gen-
eral, corporate fundamentals remain solid, and the recent 
drop in markets has made valuations look increasingly 
attractive, with the discount to U.S. price-to-earnings (P/E) 
ratios at 10-year highs.

Emerging markets (EM) will be an interesting asset class 
in 2019. While there are risks that a stronger U.S. dollar 
(USD), higher U.S. rates or a trade-war escalation will weigh 
on EM equities, this is not our base case. On average, EM 
companies have strong balance sheets and they are trading 
at compelling valuations. We believe, however, that earnings 
forecasts still need to come down, depending also very 
much on Chinese growth.

* Our assessment is relative to the MSCI AC World Index, the last quarter's view is shown in parentheses.
Sources: FactSet Research Systems Inc., DWS Investment GmbH as of 12/5/18

UNITED STATES: NEUTRAL (NEUTRAL)*

JAPAN: NEUTRAL (NEUTRAL)*

EUROPE: NEUTRAL (NEUTRAL)*

EMERGING MARKETS: NEUTRAL (NEUTRAL)*

 EQUITIES | VALUATIONS 

All opinions and claims are based upon data on 12/17/18 and may not come to pass. This information is subject to change at any time, based 
upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not indicative 
of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. DWS 
Investment GmbH
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Lorenzo Marchioni

Head of Hedge Fund Research

Tim Gascoigne

Head of Hedge Fund Advisory

_ Still relatively  loose global 
monetary policies are stirring 
investors towards increasingly 
exotic destinations.

_ One interesting example is the 
leasing of containers, on which 
much of the world's trade 
depends.

_ More broadly, we believe deep 
fundamental market research 
can help identify opportunities 
in unexpected places.

IN A NUTSHELL

MARITIME OPPORTUNITIES

For now, the search for yield 
continues. Still relatively loose 
global monetary policies are 

stirring investors towards more exotic 
destinations. While genuine oppor-
tunities have become increasingly 
scarce in public markets, there are 
still some interesting niches in private 
markets. For example, the ownership 
and leasing of real assets, like trans-
portation equipment, can offer inves-
tors the possibility to earn high lease 
rates and potential upside from capi-
tal appreciation. In our view, one such 
area that remains relatively undiscov-
ered by investors is container leasing.

Containers first appeared on the 
global trade market in the 1950s 
and 1960s and quickly became the 
international standard for storage 
and transportation. Today's global 
trade flows largely rely on those 
same standardized containers and 
sizes. The world's shipping infra-
structure (ports, cranes, railcars and 
the like) has been built around them. 
This makes containers an interesting 
asset. Obsolescence risk is unusually 
low. It is difficult to even imagine a 
new technology that might displace 
containers, as that would require a 
significant upgrade of existing global 
handling infrastructure. Containers 
also have a very established leasing 
industry, which comprises around 
50% of the global fleet.

Containers are deeply linked with 
the global shipping industry, which 
historically has been associated with 
volatility and risk in the mind of inves-
tors. Since 2008, shipping has been 

through an unprecedented down-
turn, primarily due to the oversupply 
of vessels built up during the com-
modity-boom years in the late 2000s. 
The story for containers is altogether 
different. Volatility in both containers' 
leasing rates and asset prices has 
been a fraction of that experienced by 
shipping vessels. Part of the reason is 
that containers have short manufac-
turing cycles of just 1-3 months. This 
reduces the risk of excess capacity, 
as manufacturers can rapidly adjust 
production to market demand. For 
example, in 2009, container produc-
tion dropped by 86% in response to 
the financial crisis and the number 
of containers worldwide shrank by 
4.9%. By contrast, in the same year, 
the global fleet of vessels for contain-
ers still grew by 5.2%. The residual 
value of used containers has also 
been relatively stable over time due 
to limited obsolescence: pricing for 
a 12-year-old container is usually 
around 50% of the spot price of a new 
container.

As a result of all this, we view con-
tainers as simple assets with a long 
economic lifespan, high residual 
value and relative stability through 
the cycle. Of course, they are cyclical 
to the extent that demand for contain-
ers depends on levels of global trade, 
which in turn are highly dependent 
on global economic activity. Typi-
cally, daily lease rates for containers 
are agreed through long-term con-
tracts (5-7 years) and are primarily 
a function of the cost of debt for the 
lessor. Therefore, rental yields tend to 
move in line with global interest rates. 

 ALTERNATIVES 

 Container leasing is an undiscovered niche 
offering interesting yield opportunities. 
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Alternative investments may be speculative and involve significant risks including illiquidity, heightened potential for loss and lack of trans-
parency. Alternatives are not suitable for all clients. All opinions and claims are based upon data on 12/17/18 and may not come to pass. 
This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a 
recommendation. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypo-
thetical models that may prove to be incorrect. DWS Investment GmbH

 ALTERNATIVES 

For this reason, cash yields on a new 
container are currently low, at around 
9%, and are forecast to remain stable 
having historically ranged between 
9% and 18%. The price of new ex-fac-
tory containers is also close to all-
time lows at around $1,500, having 
peaked historically at around $3,000. 

From an investor's point of view, we 
see benefit in the fact that, thanks 
to containers' low unit value, portfo-
lios can be broadly diversified across 
manufacturing year, lessees and geo-
graphic focus, helping to reduce con-
centration risk. Moreover, there may 
even be some capital-appreciation 
potential, primarily coming from ris-
ing input costs (labor and steel) and 
rising global interest rates. This could 
offset the natural depreciation of the 
asset.

Container leasing is just one example 
of a potentially attractive niche: air-
craft leasing, music-royalty and cell-
tower leasing are other areas we have 
recently studied closely. We believe 
that taking a dive into deep funda-
mental research can help investors 
identify opportunities with so-called 
"barriers to entry for institutional cap-
ital" effectively before they become 
widely adopted by investors. Scarcity 
of capital ensures investor-friendly 
terms and conditions, with return 
potentials that over-compensate for 
risks. We think this is the only way to 
thrive in a world with too much capi-
tal chasing too few investment ideas.

* Based on master lease agreement
Source: Drewry Maritime Research as of 6/30/18

HOW CONTAINER LEASING HAS EVOLVED
Cash yields on new containers are currently low, as they tend to move in line 
with global interest rates.

FAIRLY STEADY PRICES ACROSS THE ECONOMIC CYCLE 
Thanks to the low unit value of containers, portfolios can be broadly diversified 
and may even offer some capital-appreciation potential.

* Applicable to used 20-feet standard containers of 12 years' approximate age and excluding cost of  
  repairs/customization
Source: Drewry Maritime Research as of 6/30/18
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IN A NUTSHELL

_ The turbulent end of the year 
reflects many concerns that will 
not go away in 2019.

_ Our outlook remains positive, 
but our portfolio allocation 
takes account of negative senti-
ment and downside risks.

_ We enter 2019 well diversified, 
hedging various instruments 
and looking selectively for 
opportunities.

READY FOR ANYTHING

If you want to know what is driving 
the markets and thus multi-asset 
managers at the moment, you only 

need to look at the first week of Decem-
ber, which was marked by sharp price 
fluctuations and both customary and 
unusual correlations between differ-
ent asset classes. Monday, Decem-
ber 3, began with cautious optimism 
that a truce had been reached in the 
trade conflict between China and the 
United States after the G20 meeting. 
But the ink under President Trump's 
farewell tweet from Buenos Aires was 
barely dry when details of the "deal" 
tempered the initial joy. Meanwhile, 
oil prices continued to fall, with con-
ciliatory noises from Italy and less 
conciliatory ones from France, where 
the yellow vests1 took to the streets, 
and also from London, where The-
resa May suffered a serious defeat in 
Parliament. With the arrest of a Chi-
nese top manager by U.S. officials, 
a U.S.-Chinese relaxation seemed to 
move further into the distance and  
markets fell to their knees. Euro-
pean stocks lost more than 3% on 
Saint Nicholas Day, and U.S. stocks 
were already following when rumors 
began to spread that the Fed would 
soon be more "market-friendly," 
which caused the market to turn 
around. And what else? Around 90% 
of a broad selection of asset classes 
posted a negative annual return at 
the end of the first week in Decem-
ber – an all-time record.2 The U.S. 
yield curve inverted in some areas 
for the first time in more than ten 
years, and while government-bond 

yields declined, risk premiums for cor-
porate bonds in Europe and the United 
States continued to rise. The FTSE 100 
fell back to its 1999 level, and the Dax 
dropped into a bear market. Despite the 
oil-price weakness, emerging markets 
held up surprisingly well, and gold did 
what it has not always done in recent 
years during market turbulence: it rose.

Why this detailed recap of the first 
week of December? Because, in our 
opinion, it contains many themes that 
will accompany us in 2019: investors 
who, despite record employment and 
lush corporate profits, will fear every 
interest-rate move in the United States; 
political activism that causes plans to 
unravel; continuing concern about the 
end of the cycle; and, last but not least, 
automated trading systems that can 
instantly trigger major market turbu-
lence. 

Our overall view nevertheless remains 
optimistic despite all the problems. 
We continue to assume that we are 
in the late phase of the (U.S.) cycle 
and that market corrections are not 
unusual in this phase. Admittedly, the 
recent swings are no longer typical of 
bull-market corrections. Some indices 
have already entered bear-market terri-
tory. But while the market appears to be 
pricing in a sharp drop in GDP growth 
or profits, we continue to expect only 
a slight slowdown. Of course, some 
regional Purchasing Managers Indices 
have recently faded, but most are still 
showing growth. At the same time, 
however, numerous developments in 

 MULTI ASSET 

 Despite an optimistic outlook, our portfolios are 
ready for turbulent times. 

Christian Hille

Head of Multi Asset
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* Bloomberg Barclays U.S. Corporate High Yield Index
** J.P. Morgan Corporate Emerging Markets Bond Index (CEMBI)
*** ICE BofA Merrill Lynch Euro Non-Financial High Yield Constrained Index
Sources: Thomson Reuters Datastream, Bloomberg Finance L.P. as of 12/7/18

the capital markets reflect investors' 
uncertainty. While former drivers, 
such as technology stocks, are being 
punished, defensive equities and 
more defensive investment strate-
gies are enjoying greater popularity. 
Surveys of asset managers also show 
growing pessimism. The consensus 
has begun to revise U.S. corporate 
earnings downwards for 2019 and 
2020 – but in our view not yet enough 
to warrant pessimism. 

For our 2019 investment strategy this 
means the following: our expecta-
tions are not overly high; our invest-
ments and risks are diversified across 
different regions, sectors and instru-
ments (this is one of the reasons 
why we continue to hold dollars, for 
example), we are hedged through 
various instruments (such as gold, 
and German and U.S. government 
bonds with longer maturities), and 
we are looking for specific, potentially 
higher-yielding investments, such as 
emerging-market equities and bonds. 
However, we also like 2-year U.S. gov-
ernment bonds, which look especially 
appealing on a risk-adjusted basis. 

All opinions and claims are based upon data on 12/17/18 and may not come to pass. This information is subject to change at any time, based 
upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not indicative 
of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. Invest-
ments come with risk. The value of an investment can fall as well as rise and your capital may be at risk. You might not get back the amount 
originally invested at any point in time. DWS Investment GmbH.

 MULTI ASSET 

* MSCI Emerging Markets Currency Index
** MSCI Emerging Markets Index vs. MSCI AC World Index
*** West Texas Intermediate
**** Bloomberg Barclays High Yield Oil Field Services Index
Source: Thomson Reuters Datastream as of 12/7/18

EXPECTABLE AND LESS EXPECTABLE SYNCHRONOUS RUNS
Not surprisingly, bonds from U.S. oil-industry issuers are suffering, while, more 
surprisingly, emerging-market currencies and equities are trending stronger.

MAXIMUM DRAWDOWNS BACK IN FOCUS IN 2018
In 2018 already, each investment strategy had to take special account of the 
maximum possible loss over the course of the year. The differences are large.

indexed: 12/7/17 = 100 %, inverted

 Oil price (WTI)***

 Emerging-market currencies*  MSCI EM vs. MSCI AC World**

 U.S. high-yield bonds oil services (right axis)****
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CAUTIOUSLY DYNAMIC

We are approaching the 
New Year with a higher 
equity ratio compared to 

the previous quarter, preferring the 
United States and emerging markets 
over Europe and Japan. However, 
we will take advantage of rallies by 

esting for hedging reasons. We 
also like emerging-market hard-cur-
rency bonds. We currently see the 
euro-dollar exchange rate as quite 
balanced but are still using the dollar 
for diversification reasons, also with 
further European turbulence in mind.

lowering the ratio again. For bonds, 
we have a preference for 2-year U.S. 
Treasuries, which yield a handsome 
risk-adjusted return. At the same 
time, with the expected slowdown 
in interest-rate hikes, longer-dated 
Treasuries are becoming more inter-

Source: Multi Asset Group, DWS Investment GmbH as of 12/6/18 

The chart shows how we would currently design a balanced, euro-denominated portfolio for a European investor taking global exposure. 

This allocation may not be suitable for all investors and can be changed at any time without notice. Alternative investments involve various 

risks and are not necessarily suitable for all clients or for every portfolio.

 Market ruptures are proof of investor's worries but offer opportunities. 

 MULTI ASSET | ALLOCATION 
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COLD AND WET!

T he three DWS indicators 
have shown a clearly nega-
tive market environment since 

the beginning of the fourth quarter. 
Looking back over the year, our indi-
cators show that both, the economic 
environment and investor sentiment, 
have steadily deteriorated. All three 
have moved from extremely market-
friendly to negative territory during 
the course of the year. 

After stabilizing at the end of the third 
quarter, the risk indicator slipped 
back into the clearly risk-averse 
range in the two months that fol-
lowed. While the emerging-market 
subcomponents remained fairly sta-
ble to positive over the period, the 
increased volatility in equity markets 
and U.S. dollar liquidity in particular 
weighed on the indicator. The macro 
indicator was negatively impacted by 
consumer confidence and global pur-
chasing-manager indices. It currently 
signals quite weak economic growth. 
In addition, the surprise indicator has  
recorded predominantly negative 
surprises in recent months. Analysts' 
expectations were largely missed, 
especially in the United States. The 
subindicator for the region has fallen 
from clearly positive to clearly nega-
tive.

All in all, our three indicators signal 
rather wet and cold equity-market 
weather.

MACRO INDICATOR

RISK INDICATOR

SURPRISE INDICATOR

Condenses a wide range of economic data

Reflects investors' current level of risk tolerance in financial markets

Tracks economic data relative to consensus expectations

Source: DWS Investment GmbH as of 12/5/18

 Indicators are signaling wet, cold stock weather. 

 MULTI ASSET | INDICATORS 
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All opinions and claims are based upon data on 12/17/18 and may not come to pass. This information is subject to change at any time, 
based upon economic, market and other considerations and should not be construed as a recommendation. Alternative investments may 
be speculative and involve significant risks including illiquidity, heightened potential for loss and lack of transparency. Alternatives are not 
suitable for all clients. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and 
hypothetical models that may prove to be incorrect. Investments come with risk. The value of an investment can fall as well as rise and your 
capital may be at risk. You might not get back the amount originally invested at any point in time. DWS Investment GmbH
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TECHNOLOGY: CREATIVE & DESTRUCTIVE

A    new industrial revolution has 
arrived, fueled by technolo-
gies encompassing digitali-

zation, artificial intelligence, automa-
tion, biotechnology, fintech and clean 
technologies. The spread of technol-
ogy offers the opportunity to address 
both major environmental challenges, 
such as climate change, and social 
issues, such as the need to empower 
women. But technology is also lead-
ing to significant company and sec-
tor disruption and therefore presents 
risks and opportunities for investment 
portfolios.   

Digital technologies which are 
enabling more individuals and busi-
nesses to gain access to financial ser-
vices via mobile phones and the inter-
net will assist G20 efforts to increase 
financial inclusion. According to the 
World Bank,1 there are an estimated 
1.7 billion working-age adults with 
no access to financial services, and 
a disproportionate number (56% of 
them) are women. The delivery of 
financial services is also part of the 
solution to a number of the United 
Nations' Sustainable Development 
Goals, such as gender equality and 
ending poverty, and fostering good 
health and well-being. Research by 
McKinsey Global Institute also finds 
that broadening access to financial 
services could increase the GDP of all 
emerging economies by 6% by 2025.2 
This would represent additional eco-
nomic growth of 3.7 trillion U.S. dol-
lars, equivalent to adding an economy 
the size of Germany to global GDP.    

Meanwhile, we believe environmen-
tal or clean technologies such as 

wind, solar and water efficiency (blue 
tech) and electric vehicles, which are 
increasingly viable due to improved 
cost competitiveness, will also have 
a transformative impact. Solar pho-
tovoltaic (PV) costs have declined by 
over 80% since 2009.3 Renewables 
represent just 8.4% of total global 
power generation but accounted for 
almost 50% of the growth in 2017.4  
In our view, these technologies will 
trigger not just a transformation of 
the power-generating sector globally 
but also curb carbon emissions across 
other parts of the economy. Electric 
vehicles threaten to disrupt traditional 
auto makers significantly, given that 
more and more countries are intro-
ducing bans on the sale of petrol and 
diesel cars, in some instances as soon 
as in 2030. That the 25 largest auto 
manufacturers make up just 20% 
of the market cap of the world's 15 
largest tech companies today, com-
pared to 60% eight years ago, shows 
the extent of the sector repricing that 
is taking place.5 Many of the new 
technologies are being deployed to 
address air, land and water contam-
ination as well as the broader objec-
tives of the Paris climate agreement 
and the United Nations' Sustainable 
Development Goals.   

Technology is also bringing smart 
farming techniques to help cope with 
the increasing demands on the food 
sector from global population growth, 
rising incomes and climate change. 
Technologies can help to deliver more 
site-specific weather intelligence and 
disease-probability mapping, which 
can enable a more optimal crop pro-
duction process. This, in turn, can 

 ESG 

 The winners and losers in an age of digitalization, 
automation and modernization. 

Petra Pflaum

CIO for Responsible Investments

_ The world has moved into a 
new technological age.

_ This new age offers the chance 
to address the major environ-
mental and social challenges of 
our time.

_ But technological change can 
also disrupt sectors and even 
whole countries by increasing 
income inequality and putting 
social cohesion at risk.

IN A NUTSHELL
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 ESG 

 
TECHNOLOGICAL ADVANCES ARE VIEWED AS THE TOP FOUR RISKS

* Composite trend socre reflecs the addition of severity of impact and difficulty of management
Source: PRI and Willis Towers Watson (December 2017). Responding to megatrends. Survey among 
asset managers, asset owners and service providers in the asset-management industry.

help fertilizers and pesticides to be 
used more efficiently. These and other 
techniques can also reduce the eco-
logical footprint of farming. In addi-
tion, lab-grown meat from cultured 
cells could cut the environmental 
costs of producing meat and reduce 
the unethical treatment of farm ani-
mals.

Technology will, in our view, also 
contribute to the building of smarter 
and more sustainable cities. Cities 
account for almost 70% of the world's 
energy consumption and a similar 
share of global CO2 emissions.6 Part 
of the improvement will come from 
technological advances in the energy, 
transportation and real-estate sectors.

However, technology also has a dark 
side. Digital currencies can be used 
for criminal activity, and cyberattacks 
or malware can cause large-scale eco-
nomic damage. For example, in 2017, 
the NotPetya cyberattack meant that 
the most affected companies reported 
quarterly losses of around 300 mil-
lion U.S. dollars.7 Technologies such 
as robotics, sensors and machine 
learning could also enable capital to 
replace labor in an expanding range of 
jobs and sectors, with potential nega-
tive implications for income equality 
and social cohesion. Understanding 
these risks and capturing the oppor-
tunities will determine many of the 
successes and failures of investment 
strategies in the years ahead.

1  World Bank (April 2018). The Global Findex Database 2017
2  McKinsey Global Institute, (September 2016). How digital finance could boost growth in emerging economies
3  Irena (January 2018). Renewable Power Generation Costs in 2017
4  BP Statistical Review 2017 (June 2018)
5  KMPG (January 2018). The changing landscape of disruptive technologies 2018
6  C40 Cities https://www.c40.org/why_cities
7  World Economic Forum (January 2018). The Global Risks Report 2018

All opinions and claims are based upon data on 12/17/18 and may not come to pass. This information is subject to change 
at any time, based upon economic, market and other considerations and should not be construed as a recommenda- 
tion. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models 
that may prove to be incorrect. DWS Investment GmbH
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Commodities (in dollars)
Current* Dec 2019F

Crude oil (WTI) 47.2 60

Gold 1,243  1,275

Copper (LME) 6,015  6,400

GDP growth (in %, year-on-year)
Region 2018F 2019F

United States 3.1   2.4

Eurozone 1.9  1.6

United Kingdom 1.3  1.5

Japan 1.0   0.8

China 6.5  6.0

World 3.7  3.6

Consumer price inflation (in %, year-on-year)
Region 2018F 2019F

United States1 2.0  2.1

Eurozone 1.8  1.8

United Kingdom 2.5  2.0

Japan 0.9  1.1

China 2.3  2.6

Fiscal deficit (in % of GDP)
Region 2018F 2019F

United States 3.9  4.7

Eurozone 1.0   0.8

United Kingdom 2.0 2.2

Japan 4.0  3.3

China 3.5  3.2

Current-account balance (in % of GDP)
Region 2018F 2019F

United States –2.5  –2.9

Eurozone 3.0 2.9

United Kingdom –3.8 –3.5

Japan 3.7 3.8

China 0.8   0.6

MACRO | U.S. momentum continues to look solid

Benchmark rates (in %)
Region Current* Dec 2019F

United States 2.25–2.50  2.75-3.00

Eurozone 0.00  0.00

United Kingdom 0.75  1.00

Japan 0.00 0.00

China 4.35 4.35

*  Source: Bloomberg Finance L.P. as of 12/19/18
1 core rate, personal consumption expenditure Dec/Dec in % (no average as for the other figures)
F refers to our forecasts as of 12/20/18
WTI = West Texas Intermediate 
LME = London Metal Exchange

Legend applies to this and the following page
_ Equity indices, exchange rates and alternative investments: The arrows signal whether we expect to see an upward trend , a sideways trend  or a   
 downward trend  .

_ Fixed Income: For sovereign bonds,   denotes rising yields,  unchanged yields and  falling yields. For corporates, securitized/specialties and emer–  
 ging-market bonds, the arrows depict the option-adjusted spread over U.S. Treasuries.  depicts a rising spread,  a sideways trend and  a falling  
 spread.

_ The arrows’ colors illustrate the return opportunities for long-only investors:   positive return potential for long-only investors.  limited return  
 opportunity as well as downside risk.   negative return potential for long-only investors.

 FORECASTS 

All opinions and claims are based upon data on 12/20/18 and may not come to pass. This information is subject to change 
at any time, based upon economic, market and other considerations and should not be construed as a recommenda- 
tion. Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models 
that may prove to be incorrect. DWS Investment GmbH
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 FORECASTS 

Current* Dec 2019F

Forecast   Total return 
(expected)1

Expected  
earnings growth P/E impact Dividend 

yield

United States (S&P 500) 2,507  2,850 18.0% 5% 10% 2.4%

Europe (Stoxx Europe 600) 342  360 11.0% 5% 2% 4.0%

Eurozone (Euro Stoxx 50) 3,051 3,150 9.2% 6% –1% 4.2%

Germany (Dax)2 10,766 11,800 11.2% 5% 2% 3.6%

United Kingdom (FTSE 100) 6,766 7,080 9.4% 5% 0% 4.9%

Switzerland (Swiss Market Index) 8,540 9,000 10.7% 7% 0% 3.7%

Japan (MSCI Japan Index) 933 990 8.7% 5% 0% 2.6%

MSCI Emerging Markets Index (USD) 968 1,050 11.5% 8% 0% 3.0%

MSCI AC Asia ex Japan Index (USD) 599 650 11.5% 8% 1% 3.0%

FIXED INCOME | 2-year U.S. Treasuries look quite attractive

EQUITIES | Still volatile, but better than 2018

Currencies
Current* Dec 2019F

EUR vs. USD 1.14  1.15

USD vs. JPY 112.5 115.0

EUR vs. GBP 0.90  0.90

GBP vs. USD 1.26  1.28

USD vs. CNY 6.89 7.00

United States
Current* Dec 2019F

U.S. Treasuries (10-year) 2.75%  3.00%

U.S. municipal bonds 86%  85%

U.S. investment-grade corporates 134 bp 150 bp

U.S. high-yield corporates 475 bp 480 bp

Securitized: mortgage-backed 
securities1 85 bp  110 bp

Asia-Pacific
Current* Dec 2019F

Japanese government bonds (10-year)  0.04%  0.20%

Asia credit  287 bp 285 bp 

Global
Current* Dec 2019F

Emerging-market sovereigns 401 bp  420 bp 

Emerging-market credit  358 bp 390 bp

Europe

Current* Dec 2019F

German Bunds (10-year) 0.24%  0.60%

UK Gilts (10-year) 1.27%  1.75%

Euro investment-grade  
corporates2 169 bp 150 bp 

Euro high-yield corporates2 494 bp 430 bp 

Securitized: covered bonds2 68 bp  50 bp

Italy (10-year)2 253 bp 350 bp 

*  Source: Bloomberg Finance L.P. as of 12/19/18
1  Current-coupon spread vs. 7-year U.S. Treasuries
2  Spread over German Bunds

F refers to our forecasts as of 12/20/18
bp = basispoints

* Sources: Bloomberg Finance L.P., FactSet Research Systems Inc. as of 12/19/18
1 Expected total return includes interest, dividends and capital gains where applicable
2 Total-return index (includes dividends)
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 PERFORMANCE 

PERFORMANCE | Overview

Source: Bloomberg Finance L.P. as of 11/30/18

Performance over the past 5 years (12-month periods)

11/13 – 11/14 11/14 – 11/15 11/15 – 11/16 11/16 – 11/17 11/17 – 11/18

DAX 6.1% 14.0% –6.5% 22.4% –13.6%

Euro Stoxx 50 5.3% 7.9% –13.0% 17.0% –11.1%

FTSE 100 1.1% –5.5% 6.7% 8.0% –4.7%

MSCI AC Asia ex Japan Index 3.4% –12.7% 4.6% 32.2% –11.7%

MSCI Emerging Market Index –1.3% –19.0% 6.0% 29.9% –11.2%

MSCI Japan Index 11.9% 10.0% –7.7% 19.9% –6.4%

S&P 500 14.5% 0.6% 5.7% 20.4% 4.3%

Stoxx Europe 600 6.8% 11.0% –11.3% 13.1% –7.6%

Swiss Market Index 10.7% –1.7% –12.4% 18.3% –3.0%

11/13 – 11/14 11/14 – 11/15 11/15 – 11/16 11/16 – 11/17 11/17 – 11/18

Asia credit 8.6% 2.7% 5.7% 5.4% –1.9%

Emerging-market credit 7.1% –0.2% 8.6% 8.6% –2.4%

Emerging-market sovereigns 10.5% 0.2% 7.2% 10.9% –4.8%

Euro high-yield corporates 6.5% 2.4% 5.8% 8.1% –3.0%

Euro investment-grade corporates 7.3% 0.6% 3.2% 3.3% –1.7%

German Bunds (10-year) 10.1% 3.2% 2.5% 0.4% 1.6%

Italy (10-year) 18.3% 6.7% –1.6% 5.0% –7.3%

Japanese government bonds (10-year) 2.8% 1.8% 2.1% 0.3% 0.1%

Securitized: covered bonds 7.0% 1.4% 1.2% 1.0% –0.3%

Securitized: mortgage-backed securities 5.4% 1.7% 1.6% 2.1% –0.5%

U.S. high-yield corporates 4.5% –3.4% 12.1% 9.2% 0.4%

U.S. investment-grade corporates 7.2% 0.0% 4.2% 6.0% –2.8%

U.S. Treasuries (10-year) 6.7% 2.0% 0.6% 2.2% –1.6%

UK Gilts (10-year) 8.9% 2.9% 5.2% 2.2% 2.0%

All opinions and claims are based upon data on 12/17/18 and may not come to pass. This information is subject to change at any time, based 
upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not indicative 
of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. DWS 
Investment GmbH
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¹ DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be provided DWS 
products or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, offering materials or other docu-
mentation relevant to such products or services. 

 ABOUT US 

DWS1

The Chief  

Investment Office

I brings together the expertise of the global 
investment platform to create a consistent 
economic and market view.

Iserves as a point of contact between  
the portfolio management, the research teams 
and the distribution teams.

I prepares our global investment 
outlook: the CIO View.

I is headed by Stefan Kreuzkamp, Chief Invest-
ment Officer (CIO) of DWS and plays a central 
role in DWS's investment process.

I
is one of the world's leading investment-
management organizations with about
€692 billion of assets under management 

   (as of September 30, 2018).

I
provides flexible products and solutions to a wide
range of investment opportunities across all asset
classes – from pooled funds to highly customized

   portfolios for a wide range of investors.

I  offers individuals and institutions traditional 
and alternative investments across all major 
asset classes.
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 GLOSSARY 

GLOSSARY

The aim of an accommodative mone-
tary policy is to support the economy 
by means of monetary expansion.

A balance sheet summarizes a 
company's assets, liabilities and share-
holder equity.

The Bank of England (BoE) is the cen-
tral bank of the United Kingdom.

A barrel (bbl) is the commonly used 
unit to measure crude oil. One barrel 
is about 159 liters.

One basis point equals 1/100 of a per-
centage point.

Technically, a bear market refers to a 
situation where the index's value falls 
at least 20% from a recent high.

The Bloomberg Barclays U.S. Corpo-
rate High Yield Index measures the 
dollar-denominated, high yield, fixed-
rate corporate bond market.

The Bloomberg Barclays US High Yield 
Oil Field Services index tracks the per-
formance of dollar-denominated below 
investment grade corporate debt from 
oil field services companies publicly 
issued in the US domestic market.

Brexit is a combination of the words 
"Britain" and "Exit" and describes the 
exit of the United Kingdom of the Euro-
pean Union.

A bull market is a financial market 
where prices are rising – usually used 
in the context of equities markets.

Bunds is a commonly used term for 
bonds issued by the German federal 
government with a maturity of 10 

years.

The Chinese yuan (CNY) is legal tender 
on the Chinese mainland and the unit 
of account of the currency, Renminbi 
(RMB).

Collateralized loan obligations (CLOs) 
are securities backed by a pool of debt, 
such as low-rated corporate loans.

A consensus estimate is a figure that 
depicts the average of different ana-
lysts' estimates about the performance 
of a particular asset. 

A corporate bond is a bond issued by 
a corporation in order finance their 
business.

A correction is a decline in stock mar-
ket prices.

Correlation is a measure of how close-
ly two variables move together over 
time. 

Covered bonds are securities similar to 
asset-backed securities (ABS) which 
are covered with public-sector or mort-
gages loans and remain on the issuer's 
balance sheet.

The credit market is the market for 
corporate bonds

Cryptocurrencies are a new generati-
on of digital currencies and payment 
systems that rely on cryptotechnolo-
gy and distributed data management. 
They are privately organised and not 
bound to oversight by central banks or 
other official institutions. The pioneer 
and still most traded cryptocurrency 
is the bitcoin.

The Dax is a blue-chip stock-market 
index consisting of the 30 major Ger-
man companies trading on the Frank-
furt Stock Exchange.

The default rate refers to the propor-
tion of borrowers who cannot service 
their loans.

A defensive investment strategy is 
a conservative method of portfolio 
allocation and management. It aims 
at choosing and managing assets in 
a way that generates stable returns 
and tries to minimize the risk of losing 
capital.

Defensive stocks are stocks from com-
panies whose sales are expected to 
fluctuate less than the market average 
as the demand for their products are 
less tied to business cycles.

The deposit rate is the rate banks recei-
ve when they make overnight deposits 
with the ECB.

A developed market (DM) is a country 
fully developed in terms of its economy 
and capital markets.

Diversification refers to the dispersal of 
investments across asset types, geo-
graphies and so on with the aim of 
reducing risk or boosting risk-adjusted 
returns.

Earnings per share (EPS) is calculated 
as a company's net income minus divi-
dends of preferred stock, all divided 
by the total number of shares outstan-
ding.

Economic lifespan describes the 
length of time during which an asset 
remains useful to an average owner. 

 Here we explain central terms from the CIO | VIEW 
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 GLOSSARY 

Emerging markets (EM) are econo-
mies not yet fully developed in terms 
of, amongst others, market efficiency 
and liquidity.

The euro (EUR) is the common curren-
cy of states participating in the Eco-
nomic and Monetary Union and is the 
second most held reserve currency in 
the world after the dollar.

The Euro Stoxx 50 is an index that 
tracks the performance of blue-chip 
stocks in the Eurozone.

The European Central Bank (ECB) is 
the central bank for the Eurozone.

The European Union (EU) is a political 
and economic union of 28 member 
states located primarily in Europe.

The Eurozone is formed of 19 Euro-
pean Union member states that have 
adopted the euro as their common 
currency and sole legal tender.

The exchange rate is the rate at which 
two currencies are traded.

Fiscal policy describes government 
spending policies that influence mac-
roeconomic conditions. Through fiscal 
policy, the government attempts to 
improve unemployment rates, control 
inflation, stabilize business cycles and 
influence interest rates in an effort to 
control the economy.

 FX or foreign exchange is the curren-
cy – literally foreign money – used in 
the settlement of international trade 
between countries.

Free Cash Flow (FCF) is a measure 
of financial performance calculated 
as operating cash flow minus capital 
expenditures. It shows how much cash 
a company is able to generate after 
deducting the money required to main-
tain or expand its asset base.

The FTSE 100 is an index that tracks 
the performance of the 100 major 
companies trading on the London 
Stock Exchange.

Fundamentals are data giving infor-
mation about the general well-being 
of companies, securities or curren-
cies and serving for the subsequent 
valuation of these as an investment 
opportunity.

The Group of 20 are the largest indus-
trialized and emerging economies in 
the world.

Gilts are bonds that are issued by the 
British Government.

Government (sovereign) debts/bonds 
are debt/bonds issued and owed by a 
central government

The gross domestic product (GDP) is 
the monetary value of all the finished 
goods and services produced within 
a country's borders in a specific time 
period.

A growth strategy is an investment 
style that is focused on an investor's 
capital appreciation through capital 
gains. Investors following this strate-
gy seek to invest in companies whose 
earnings are expected to grow at an 
above-average rate compared to the 
industry or the overall market. 

A hard currency is any globally traded 
currency that is considered as histo-
rically stable and can be exchanged 
easily.

A hedge is an investment to reduce 
the risk of adverse price movements 
in an asset.

High-yield bonds are issued by below-
investment-grade-rated issuers and 
usually offer a relatively high yield.

The United States House of Represen-
tatives is a legislative chamber consis-
ting of 435 Representatives, as well as 
non-voting delegates from Washing-
ton, D.C. and U.S. territories. Repre-
sentatives are elected for two-year 
terms and each state's representation 
is based on population as measured in 
the previous Census. 

The ICE BofA Merrill Lynch Euro Non-
Financial High Yield Constrained 
Index tracks the performance of euro-
denominated below investment-grade 
corporate debt publicly issued in the 
eurobond or euro-domestic markets by 
non-financial issuers, capping issuer 
exposure at 3%.

Investment grade (IG) refers to a credit 
rating from a rating agency that indi-
cates that a bond has a relatively low 
risk of default.

The J. P. Morgan Corporate Emer-
ging Markets Bond Index (CEMBI) is 
an index tracking dollar-denominated 
bonds issued by emerging-market cor-
porates.

The Japanese yen (JPY) is the official 
currency of Japan.

Junk bond is a colloquial term for a 
high-yield or non-investment-grade 
bond.

Key interest rates stated by central 
banks to determine the most impor-
tant rates of borrowing.

The Labour Party is a center-left politi-
cal party and one of the three biggest 
parties in the United Kingdom. 

Leasing is a financial arrangement in 
which a person or company pays for 
the use of a good or property for a 
particular period of time. 
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A lessor is the owner of an asset, who 
leases or lets the asset to another per-
son. 

Leverage attempts to boost gains 
when investing through the use of 
borrowing to purchase assets. 

Margin describes borrowed money 
that is used to purchase securities.

The final payment date of a financial 
instrument is its maturity. 

Monetary policy focuses on controlling 
the supply of money with the ulteri-
or motive of price stability, reducing 
unemployment, boosting growth, etc. 
(depending on the central bank's man-
date).

A mortgage-backed security (MBS) is 
a special type of asset-backed secu-
rity where the holder receives inte-
rest and redemption payments from 
pooled mortgage debtors, secured by 
the underlying mortgages.

The MSCI AC World Index captures 
large- and mid-cap companies across 
23 developed- and 24 emerging-mar-
ket countries.

The MSCI AC Asia ex Japan Index cap-
tures large- and mid-cap representa-
tion across 2 of 3 developed-market 
countries (excluding Japan) and 8 
emerging-market countries in Asia.

The MSCI Emerging Markets Index 
captures large- and mid-cap repre-
sentation across 23 emerging-market 
countries.

The MSCI Japan Index is designed 
to measure the performance of the 
large- and mid-cap segments of the 
Japanese market.

Multi asset determines investing in 
more than one asset class, thus crea-

ting a group or portfolio of assets with 
varying weights and types of classes. 
The diversification of an overall portfo-
lio is thus increased, and risk (volatility) 
reduced.

A multiple is a ratio that is used to 
measure aspects of a company's 
well-being by setting various of the 
company's metrics against each other 
and thereby building indicative ratios.

Municipal bonds (Munis) are debt 
securities issued by a state, munici-
pality or country.

The pound sterling (GBP), or simply 
the pound, is the official currency of 
the United Kingdom and its territories.

The price-to-earnings (P/E) ratio com-
pares a company's current share price 
to its earnings per share.

 The Purchasing Managers Index (PMI) 
is an indicator of the economic health 
of the manufacturing sector in a spe-
cific country or region.

Quantitative easing (QE) is an uncon-
ventional monetary-policy tool, in 
which a central bank conducts broad-
based asset purchases.

Quantitative Tightening (QT), as oppo-
sed to Quantitative Easening, descri-
bes the process of a Central Bank 
reducing its monetary stimulus by 
shrinking its balance sheet.

A rating is a standardized assessment 
of the creditworthiness of the issuer 
and its debt instruments by specialized 
agencies. The main three rating agen-
cies are the Moody's (Aaa over Baa1 
to C, best to worst), S&P (AAA  over 
BBB+ to D, best to worst) and Fitch 
(AAA over BBB+ to D, best to worst). 

Real assets are physical assets that 
have an intrinsic value due to their 

substance and properties. 

A recession is, technically, when an 
economy contracts for two successive 
quarters but is often used in a looser 
way to indicate declining output.

The Republican Party (Republicans), 
also referred to as Grand Old Party 
(GOP), is one of the two major poli-
tical parties in the United States. It is 
generally to the right of its main rival, 
the Democratic Party. 

The residual value is the estimated 
value of a fixed asset at the end of its 
lease or at the end of its useful life.

The risk premium is the expected 
return on an investment minus the 
return that would be earned on a risk-
free investment.

Risk-adjusted implies that the risk 
involved is taken into consideration. 
For example, risk-adjusted return is 
how much return your investment has 
made relative to the amount of risk the 
investment has taken. 

The S&P 500 is an index that includes 
500 leading U.S. companies capturing 
approximately 80% coverage of availa-
ble U.S. market capitalization.

Sovereign bonds are bonds issued by 
governments.

The spread is the difference between 
the quoted rates of return on two dif-
ferent investments, usually of different 
credit quality. 

The Stoxx Europe 600 is an index 
representing the performance of 600 
listed companies across 18 European 
countries.

The Swiss Market Index (SMI) is 
Switzerland's most important equity 
index, consisting of the 20 largest and 

 GLOSSARY 
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most liquid large- and mid-cap stocks.

Tail risk is the risk that a very unlikely 
event actually happens.

Technical analysis is a tool used by 
capital market participants that want 
to forecast the development of secu-
rity prices by detecting patterns in 
past market data such as prices and 
volumes.

The total return is a performance mea-
sure of an investment. It measures the 
earned income of an investment over 
a specific time period. 

Treasuries are fixed-interest U.S. 
government debt securities with dif-
ferent maturities: Treasury bills (1 
year maximum), Treasury notes (2 to 
10 years), Treasury bonds (20 to 30 
years) and Treasury Inflation Protected 
Securities (TIPS) (5, 10 and 30 years).

A twin deficit is a simultaneous fiscal 
and current-account deficit

The U.S. dollar (USD) is the official 
currency of the United States and its 
overseas territories.

U.S. Federal Reserve Board (the Fed) – 
The U.S. Federal Reserve Board, often 
referred to as "the Fed", is the central 
bank of the United States. 

Valuation attempts to quantify the 
attractiveness of an asset, for example 
through looking at a firm's stock price 
in relation to its earnings.

Volatility is the degree of variation of a 
trading-price series over time. It can be 
used as a measure of an asset's risk.

West Texas Intermediate (WTI) is a 
grade of crude oil used as a bench-
mark in oil pricing.

Yield is the income return on an invest-

ment referring to the interest or divi-
dends received from a security and is 
usually expressed annually as a per-
centage based on the investment's 
cost, its current market value or its 
face value.

A yield curve shows the annualized 
yields of fixed-income securities across 
different contract periods as a curve. 
When it is inverted, bonds with longer 
maturities have lower yields than those 
with shorter maturities. 

A yield-curve inversion is when the 
yields on bonds with shorter duration 
are higher than the yields on bonds 
that have a longer duration.
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Hong Kong

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise 
caution in relation to the investments contained herein. If you are in any doubt about any of the contents of this document, 
you should obtain independent professional advice. This document has not been approved by the Securities and Futures 
Commission in Hong Kong nor has a copy of this document been registered by the Registrar of Companies in Hong Kong 
and, accordingly, (a) the investments (except for investments which are a "structured product" as defined in the Securities and 
Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the "SFO")) may not be offered or sold in Hong Kong by means of this 
document or any other document other than to "professional investors" within the meaning of the SFO and any rules made 
thereunder, or in other circumstances which do not result in the document being a "prospectus" as defined in the Companies 
(Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) ("CO") or which do not constitute 
an offer to the public within the meaning of the CO and (b) no person shall issue or possess for the purposes of issue, whether 
in Hong Kong or elsewhere, any advertisement, invitation or document relating to the investments which is directed at, or 
the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the 
securities laws of Hong Kong) other than with respect to the investments which are or are intended to be disposed of only to 
persons outside Hong Kong or only to “professional investors” within the meaning of the SFO and any rules made thereunder.

Singapore

Singapore Interests in the funds mentioned herein are not allowed to be made to the public or any members of the public 
in Singapore other than (i) to an institutional investor under Section 274 or 304 of the Securities and Futures Act (Cap 
289) ("SFA"), as the case may be, (ii) to a relevant person (which includes an Accredited Investor) pursuant to Section 275 
or 305 and in accordance with other conditions specified in Section 275 or 305 respectively of the SFA, as the case may 
be, or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. 

Important Information

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or ser-
vices under the DWS brand are specified in the respective contracts, sales materials and other product infor-
mation documents. DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employ-
ees (collectively "DWS Group") are communicating this document in good faith and on the following basis. 

This document has been prepared without consideration of the investment needs, objectives or financial cir-
cumstances of any investor. Before making an investment decision, investors need to consider, with or with-
out the assistance of an investment adviser, whether the investments and strategies described or provided by 
DWS Group, are appropriate, in light of their particular investment needs, objectives and financial circumstanc-
es. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, rec-
ommendation or solicitation to conclude a transaction and should not be treated as giving investment advice.

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in consider-
ing investments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified.

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and 
loss of income and principal invested. The value of investments can fall as well as rise and you might not get back the amount 
originally invested at any point in time. Furthermore, substantial fluctuations of the value of the investment are possible even 
over short periods of time. The terms of any investment will be exclusively subject to the detailed provisions, including risk 
considerations, contained in the offering documents. When making an investment decision, you should rely on the final doc-
umentation relating to the transaction and not the summary contained herein. Past performance is no guarantee of current 
or future performance. Nothing contained herein shall constitute any representation or warranty as to future performance.

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee 
its accuracy, completeness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and 
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estimates may be changed without notice and involve a number of assumptions which may not prove valid. All third 
party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of America Merrill Lynch, Factset & Bloomberg) are copyright-
ed by and proprietary to the provider. DWS Group or persons associated with it ("Associated Persons") may (i) maintain 
a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make 
a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation.

The document was not produced, reviewed or edited by any research department within Deutsche Bank and is not 
investment research. Therefore, laws and regulations relating to investment research do not apply to it. Any opinions 
expressed herein may differ from the opinions expressed by other Deutsche Bank departments including research depart-
ments. This document may contain forward looking statements. Forward looking statements include, but are not limit-
ed to assumptions, estimates, projections, opinions, models and hypothetical performance analysis. The forward look-
ing statements expressed constitute the author's judgment as of the date of this material. Forward looking statements 
involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different 
or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps 
materially, from the results contained herein. No representation or warranty is made by Deutsche Bank as to the reason-
ableness or completeness of such forward looking statements or to any other financial information contained herein.

This document may not be reproduced or circulated without DWS Group's written authority. The manner of circulation 
and distribution of this document may be restricted by law or regulation in certain countries, including the United States. 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or res-
ident of or located in any locality, state, country or other jurisdiction, including the United States, where such distribu-
tion, publication, availability or use would be contrary to law or regulation or which would subject DWS Group to any 
registration or licensing requirement within such jurisdiction not currently met within such jurisdiction. Persons into 
whose possession this document may come are required to inform themselves of, and to observe, such restrictions.

Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insur-
ance Corporation ("FDIC") or any other governmental entity, and are not guaranteed by or obligations of DWS Group.

© 2018 Deutsche Asset Management (Asia) Limited

Publisher: DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany
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