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The trade dispute raging between the USA and China 
and rising geopolitical tensions are holding back global 
growth to an ever greater extent. Our economists have 
again reduced their growth forecasts for the current 
year and next year. But they do not anticipate a reces-
sion over the next 12 months.  

As we mentioned in earlier publications, there can be no 
winners in a trade war, only losers. Even more important 
is the fact that we observers are among the losers. The 
downturn in the purchasing managers index (PMI) to 
lows last seen in 2012 makes this particularly clear. This 
decline can be observed not only in China, but also in 
countries that are passive onlookers to the trade dis-
pute, such as Japan, Germany and the UK. Countries in 
which the industrial sector makes up a large share of the 
gross domestic product (GDP) (such as China with about 
30% and other emerging countries) are particularly ex-
posed. Countries such as the USA, where the services in-
dustry carries greater weight, are less exposed. But as 
soon as consumer sentiment starts to deteriorate in 
these countries, they will also be affected. I think that 
the two parties involved in this trade dispute should 
come to their senses immediately, as both are starting 
to feel the consequences of their actions. But it is diffi-
cult to say how long this could go on. 

Central banks have shown that they are aware of the 
current global problems of a slowing economy and low 
inflation, as they have reversed the more restrictive 
monetary course they had been following recently to be-
come more expansive again. Experts are raising more 
and more questions about the effect on the real econ-
omy of this ultra-loose monetary policy, and the central 
banks themselves confirm that the economic situation 
will not be mitigated without fiscal measures. Neverthe-
less, the Fed raised its federal funds rate last year, 

thereby creating some ammunition to combat any 
shocks to the economy. In Europe, the normalisation 
ended before it even began. If a recession comes, Eu-
rope would therefore not have much room to manoeu-
vre. 

We are maintaining a neutral position in equities in our 
investment strategy. Our preference is for the USA, Asia 
and the emerging countries.  We are aware that stocks 
are not cheap. But compared to other investments and 
in light of the attractive dividend yields, equities remain 
a key component of a balanced portfolio. The neutral po-
sition is explained by the fact that, despite the deterio-
rating outlook, we cannot and should not exclude the 
impossible happening. And that would be… the next 
tweet announcing a new trade agreement between the 
USA and China. Such a deal would abruptly change the 
global growth outlook. In this case, all economists would 
have to revise their estimates upward.   

Low interest rate policies are leading to a major mispric-
ing of credit. Risk premiums are at historical lows and in-
vestors have increasingly lower quality in their portfo-
lios. We have a conservative position with regard to in-
terest rates and credit, and we continue to prefer quality 
instruments, while maintaining a short duration and 
holding a high level of liquidity. The liquidity allows us to 
take advantage of any distortions in the market.  
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Although we continue to see the risk of a global reces-
sion as rather low, there is no denying that the economic 
outlook has steadily deteriorated over the course of the 
year. Europe now lacks the "locomotive function" of Ger-
many, whose export- and industry-heavy economy suf-
fers from the trade conflict and partly homemade prob-
lems of the auto industry. In China, too, momentum has 
slowed, despite some stimulus measures. On the other 
hand, the US economy, which can offset the disad-
vantages of the trade conflict thanks to robust consumer 
sentiment, continues to hold up relatively well. In this 
environment, it is not surprising that both measured and 
expected inflation are low. As tariffs and other barriers 
to trade leave their mark with a delay, the weak econ-
omy is likely to continue, as the expansionary monetary 
policy of almost all central banks has a limited effect. 
This suggests continued (very) low interest rates and is 
therefore not necessarily a negative signal for the stock 
markets. 

Meanwhile, surprising tweets by the US president have 
become the norm, causing sudden market movements. 
As the significant correction in August was followed by 
an equally strong recovery in September, most equity 
markets, measured in local currency terms, saw a slight 
increase in the third quarter. Hong Kong was a negative 
outlier, as the ongoing unrest was causing real eco-
nomic damage (for example in tourism), and the political 
future of the Special Economic Zone has become 
clouded and uncertain. 

With the US dollar picking up again against almost all 
major currencies (+ 4.2% against the euro and 3.3% 
against the British pound), performance was reduced for 
US dollar-based investors and increased when returns 
are measured in British pounds. The global equity index 
rose by 1.1% in local currency terms (0.1% in US dollars 
and 3.4 in British pounds).

As the performance of the first half of the year was fur-
ther strengthened in the third quarter, the results for 
the year as a whole are very strong. The world equity in-
dex is up 16.6% in local currencies, 15.7% in US dollars 
and 20.0% in British pounds). 

Government bond yields continued to fall globally in the 
third quarter, albeit to a lesser extent. Significant was 
the decline for Italian government bonds, where the po-
litical environment has become more constructive, at 
least in the short term. As corporate bond risk premiums 
remained stable, there were positive total returns in al-
most all bond markets. On an index basis, total returns 
were 2.2% for US dollar bonds and 3.8% for British 
pound investments. The strong US dollar provided very 
positive overall results for European investors in US 
bonds, with a combination of price and currency gains. 

Despite the Brexit turmoil, the British pound was stable 
against the euro, suggesting that markets are currently 
not expecting a hard Brexit. Although the Swiss franc 
weakened slightly against the US dollar (-2.1%), it was 
again stronger against the euro despite interventions (+ 
2.0%). The currencies of most Asian emerging markets 
were stable against the US dollar, so that investors could 
profit from the higher bond yields that can be achieved 
there. 

The following tables summarise the performance of the 
major equity and bond markets during the third quarter 
and year-to-date, expressed in local and reference cur-
rencies. 
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3rd quarter 2019 

Equity markets (in %)  Fixed-income markets (in %) 

US UK Europe 
ex UK Japan Emerging 

Markets World  USD GBP EUR CHF 

In local currency 1.06 -0.56 2.30 2.55 -2.95 1.07  2.17 3.80 2.90 1.60 

In USD 1.06 -3.73 -1.81 2.31 -5.11 0.08  2.17 0.49 -1.23 -0.53 

In EUR 5.26 0.31 2.30 6.56 -1.16 4.24  6.42 4.70 2.90 3.62 

In GBP 4.38 -0.56 1.43 5.64 -1.99 3.37  5.53 3.80 2.02 2.74 

Based on the MSCI price index, Bloomberg Based on the FTSE Bond Index, SIX Swiss Exchange, Bloomberg 

 

 

Year-to-date 

Equity markets (in %)  Fixed-income markets (in %) 

US UK Europe 
ex UK 

Japan Emerging 
Markets 

World  USD GBP EUR CHF 

In local currency 18.86 9.28 17.45 7.30 5.49 16.57  8.20 10.16 8.48 4.87 

In USD 18.86 5.36 11.81 8.81 3.64 15.72  8.20 6.23 3.27 3.30 

In EUR 24.78 10.67 17.45 14.24 8.80 21.49  13.60 11.57 8.48 8.49 

In GBP 23.25 9.28 15.97 12.81 7.47 20.00  12.20 10.16 7.10 7.15 

Based on the MSCI price index, Bloomberg Based on the FTSE Bond Index, SIX Swiss Exchange, Bloomberg 

Economies: growth continues to slow 
Many market participants are now tired of the ups and 
downs of the trade dispute between the US and China, 
but the longer it takes, the greater the impact on global 
growth. Looking at punitive tariffs, it has become diffi-
cult to identify the real effects, as there are countless ex-
ceptions and postponements of specific dates. Basically, 
however, US special tariffs now apply to all goods im-
ported from China. Added to this are restrictions on Chi-
nese companies for political reasons (Huawei is in the 
foreground), which raises the risk that US companies 
may experience difficulties in China as well. 

It is therefore increasingly questionable whether these 
import duties will be reversed quickly in any kind of 
agreement. Although China does signal a certain willing-
ness to keep countermeasures limited, it has also sig-
nalled clearly that it is not willing to compromise under 
pressure. 

The political intentions and negotiating tactics of the US 
president are difficult to predict. Normally, one has to 
expect that he will seek some sort of "victory" over China 
within the next few months, which would help him in the 
election campaign and give another boost to the US 
economy. At the same time, however, he promised his 
electorate "to be tough on China". China, on the other 
hand, must avoid losing face and is obviously willing to 
accept – to a certain extent – economic hardship, not 

least because of a longer-term outlook. It therefore re-
mains to be seen whether any agreement can be 
reached soon. 

In addition, one must assume that Trump, once he is 
done with China, may focus on Europe's negative trade 
balance, which would create new problems. The strongly 
export-dependent European economy is ill-prepared for 
a confrontation with the US, and the political climate is 
already far from being friendly. 

The uncertainty regarding trade policy and the danger of 
global protectionism lead first and foremost to a reduc-
tion in the willingness to invest. With the exception of Ja-
pan, where labour shortages are forcing investment in 
automation, companies and households are postponing 
decisions with long-term implications. In Europe, the un-
resolved Brexit question adds to the uncertainty. There 
is a risk that this investment weakness could, with some 
delay, also affect household consumption, including ser-
vices, a sector that has so far provided some stability. 
There are early indications that this is happening. 

According to economics textbooks, occasional reces-
sions, unless they turn out to be too severe, provide for 
the early correction of excesses and thus for long-term 
positive development. In the period before the financial 
crisis, occasional periods of weaker growth, including re-
cessions, were accepted by central banks. Now, there is 
a legitimate fear that a fragile financial system, heavily 
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indebted sovereigns and over-leveraged companies may 
lead to another financial crisis during a recession. More-
over, the political situation in many parts of the world is 
fragile, which is why governments try to avoid a reces-
sion at all costs. 

The hope, then, lies in central bank policy, which is sup-
posed to be able to stabilize the economy in a "simple" 
way with cheap money. Meanwhile, in a troubling man-
ner, President Trump is attacking the US Federal Reserve 
(Fed) head-on, demanding negative interest rates. 

At the same time, monetary policy is reaching its limits. 
Negative interest rates for a significant part of the gov-
ernment bond market have now also spread to corpo-
rate bonds, leading to distortions and, in the long run, to 
a risk, especially for pension systems. Without question, 
lowering interest rates further, even in the US dollar 
area, now has only a small economic effect. The last rate 
hikes by the European Central Bank (ECB) were therefore 
considered by one side to be half-hearted and by the 
other side ineffective and dangerous. Interest rate cuts 
by the Fed initially have a positive effect on the financial 
markets. However, there is a latent risk that an unex-
pected increase in inflation (caused, for example, by the 
passing on of tariffs to consumers) could push up long-
term interest rates, putting central banks in a dilemma. 

Therefore, it is not surprising that the call for debt-fi-
nanced higher government spending is getting louder. 
For political reasons, not much is to be expected in the 
US in this regard, but in Europe, Germany's "black zero" 
is under question. It should be noted, however, that in-
vestments, for example in infrastructure, have signifi-
cant delays. Even climate protection projects are likely to 
have positive effects on the economy only in the very 
long term. Carbon taxes will initially have a rather damp-
ening effect. 

In light of unresolved trade issues, the decline in low in-
terest rates and largely absent fiscal stimulus, we low-
ered our forecast for real global economic growth to just 
2.6% this year and 2.4% next year. 

The fact that the unresolved Brexit issue is weighing on 
Europe is obvious, but at first glance it is surprising that 
Europe is hit hard by the US-China trade conflict. In fact, 
the conflict is affecting global trade and is of particular 
importance to the export-dependent continent, and es-
pecially to Germany. The strong dependence on exports 
means that domestic consumption cannot support the 
economy as much as, for example, in the US. In addition, 
exports from Europe consist to a large extent of capital 
goods that are particularly affected by existing uncer-
tainties. This can be clearly seen in the falling industrial 
production in Germany. Year-on-year production fell by 
4.2% in July. In the labour market, this weakening in Eu-
rope has not yet shown up, but that is soon to be ex-
pected. This would then also affect the service sector, 
making a recession more likely. One of the leading eco-
nomic indicators, the purchasing managers index,  fell to 
its lowest level in Europe in six years. 

As expected, the ECB reacted to this development with 
further interest rate cuts and a reintroduction of quanti-
tative easing. The effects on the economy – between the 
lines this is admitted by the ECB itself – are likely to be 
minimal, at best it helps to stabilize inflation expecta-
tions. It could also be observed that financial markets 
are closely reaching their limits. The attempt to place a 
30-year German government bond with a negative yield 
was only moderately successful. 

In addition, although a two-tier system of negative inter-
est rates for banks brought some relief, low interest 
rates continue to be a burden for a rather vulnerable 
banking system. Thus, lending conditions will not im-
prove as much as needed. 

It is therefore not surprising that broad political circles 
are calling for an increase in fiscal spending. It seems 
tempting for countries to borrow long-term debt for 
which they receive interest instead of paying it. How-
ever, due to the high national debt of many European 
countries, this would entail high risks and would not be 
politically acceptable everywhere, especially not in Ger-
many. The usage of such funds, in order to be effective, 
should also be channelled into investments that promise 
long-term returns, which seems questionable. New so-
cial benefits only have a short-term effect. Tax cuts 
would lead to a surge in demand (as in the US), but 
these are politically undesirable because they primarily 
benefit "high earners", who many would like to tax 
more, not less. 

Despite the risks, it is to be expected that government 
spending will be expanded somewhat in several Euro-
pean countries. However, the economic stimulus is likely 
to remain rather muted. In the short term, financial mar-
kets would benefit first. Regrettably, long term positive 
reforms, such as a more flexible labour markets or a re-
duction of state overregulation, are currently off any po-
litical agenda. 

In Europe (excluding the UK), we currently expect 
growth of 1.1% this year and 0.9% in 2020. 

Politically and economically, Great Britain knows only 
one topic at this time: Brexit. In the second quarter of 
the year, the country suffered the largest downturn in 
growth within Europe (-0.2%). As the positive effects of 
stockpiling with regard to Brexit expired, the negative 
consequences of the uncertainty became more appar-
ent. 

Politically, the next steps in the Brexit process remain 
very uncertain. So far, no significant progress has been 
achieved by Prime Minister Boris Johnson in his negotia-
tions with the EU. A Brexit without an agreement is le-
gally excluded in principle; nevertheless, this scenario re-
mains conceivable. New elections before the current 
Brexit date (October 31) will not take place. In view of the 
political blockade, a last-minute delay of the exit date re-
mains the most likely scenario. 

It is understandable that the uncertainty associated with 
Brexit keeps companies and consumers from making 
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long-term decisions. Any postponement of the Brexit 
date, or even new elections, prolongs the period of un-
certainty. Building up and running down stocks creates 
additional economic volatility. It is therefore to be ex-
pected that the growth rates this year will fall to just 
over 1.0% and in the next year also move by 1.0%. These 
forecasts assume an orderly Brexit within the next year. 

The US economy continues to be resilient, although the 
export industry is under heavy pressure due to trade dis-
putes with China, which is reflected in weak manufactur-
ing figures. Exports to China, for example, have basically 
collapsed (-20% year-on-year, probably due to the Chi-
nese’s governments heavy influence on business), while 
US imports from China declined only slightly. This ulti-
mately leads to a worsening of the bilateral trade bal-
ance. However, the export dependency of the US is rela-
tively low, so that the development of the domestic 
economy plays a more important role. 

While there is a certain weakening in consumer senti-
ment, consumption remains at a high level due to lower 
unemployment, stable oil prices and higher personal in-
come. The creation of new jobs has weakened some-
what, but this is in line with expectations given the low 
level of unemployment. The higher import prices for cer-
tain consumer goods are currently largely absorbed by 
the companies, which is why the inflation rate has re-
mained stable. 

Nevertheless, the Fed recognizes significant economic 
risks in terms of further escalation in the trade conflict 
and a slowdown in the global economy, prompting it to 
cut interest rates for the second time this year. To what 
extent Chairman Jerome Powell has taken up the criti-
cism of the US President remains an open question. In 
any case, low inflation allowed for a further cut in inter-
est rates. In December, a further interest rate cut is not 
excluded. However, the effect of this looser monetary 
policy is – as in Europe – relatively weak. It can be as-
sumed that these interest rate reductions also serve to 
avoid disturbances on the financial markets. 

In this context, short-term sharp increases in interbank 
repo rates raised some concerns. These are likely to be 
technical difficulties in dealing with unusually high cash 
flows, which the Fed will be able to counteract with ad-
justments, rather than a crisis of confidence, reminis-
cence of the 2008 financial crisis. However, it shed a light 
on the fact that the sheer size and importance of the US 
financial system makes it vulnerable to technical or ex-
ternal disturbances. 

Looking ahead to the election year of 2020, the US presi-
dent must aim to avoid a further economic slowdown or 
even recession. The impeachment procedure that has 
now been initiated requires a good economic backdrop 
even more than before so that Trump can meet the ex-
pectations of his voters. This has led, as mentioned ear-

lier, to the hope for a deal with China, which would pro-
vide some relief for the world economy. Whether China 
is playing along in this game is questionable, however. 

We forecast US growth of 2.1% this year. For 2020, we 
expect a significant slowdown to 1.3%. 

In the second quarter this year, Japan recorded positive 
growth rates for the third consecutive quarter. Thus, the 
full year, despite an expected weakening in the fourth 
quarter, will be positive. Given the strength of the yen, 
which was one of the few currencies to remain stable 
against the US dollar in the third quarter, along with the 
pressures on global trade, Japan faces some challenges 
in the near future. 

Thanks to low unemployment and rising wages, the do-
mestic economy is strengthening, which can offset the 
negative effects of export weakness. There is some risk 
that the tax increase taking place in October will have a 
strong impact on consumption. However, fiscal 
measures and a continued very generous supply of li-
quidity by the Bank of Japan (BoJ) will be supportive. 
However, moving forward purchases of larger items be-
fore the tax hike is likely to produce negative growth 
rates in the fourth quarter. 

Next year we expect the positive effects of the Tokyo 
Olympic Games to come to an end, reducing growth to-
gether with the ongoing burden due to weak demand 
from China. As a result, the BoJ is unlikely to abandon its 
very loose monetary policy for the foreseeable future, 
further reducing interest rates and thus combating fur-
ther appreciation of the yen. 

We expect growth of 1.2% this year and a decline of 0.1% 
next year. 

Emerging economies, which now account for 38.6% of 
global gross domestic product, are making a significant 
contribution to global economic growth. In doing so, 
global trade and the global distribution of supply chains 
act as transmission mechanisms within emerging and in-
dustrialized countries. 

Thus, the obstruction of this trade at an important junc-
ture (USA / China) has a disproportionate effect on the 
development in the emerging countries, whereby Asia – 
with its proximity to China – is much more affected than 
Latin America or Eastern Europe. India, whose economy 
remains isolated in many areas, is also less exposed. 

Growth in China could effectively fall below an annual 
rate of 6% this year, even if the official figures will re-
main above this important threshold. Without a swift 
and comprehensive solution to the trade conflict (which 
may require China to compromise on intellectual prop-
erty rights and market access), an acceleration is un-
likely. Although the Chinese central bank is likely to fur-
ther reduce interest rates and reserve requirements, ac-
cepting a slight increase in inflation, the government 
does not want to jeopardize the initiated process of re-
forming the financial system (the end of the shadow 
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banking system). As mentioned above, one has to as-
sume that China will not shy away from short-term eco-
nomic disadvantages in favour of long-term benefits in 
dealing with the US. 

The weakness of China has an impact on the entire Asian 
region. Fortunately, most central banks in the region 
have sufficient leeway to support the economy by means 
of looser monetary policy. Moreover, in emerging mar-
kets, monetary policy has a greater impact on economic 
development than in developed countries. 

Growth rates in Brazil (expected 2019: 0.7%) are more at 
the European level, as the country is slow to recover 
from a structural crisis. The reform of the pension sys-
tem has positive effects, but the weak global economy 
also affects Brazil, albeit to a lesser extent than in Asia. 

In India, also less impacted by developments outside the 
country, growth is disappointing after the re-election of 
Modi. This is linked to a weak banking system, which had 
to be re-capitalized. Overall, however, India's growth will 
slightly exceed that of China again this year. 

In recent years, the Russian economy has been able to 
slowly free itself from the one-sided dependence on oil 
prices, which has also been helped by greater infrastruc-
ture investment and an active industrial policy. New US 
sanctions remain a risk. 

We lowered our growth forecast for emerging markets 
to 4.2% this year. A slight acceleration to 4.5% can be ex-
pected next year. 

Equities: not cheap, not uninteresting 

The performance of most stock markets was slightly pos-
itive in the third quarter of this year, albeit with consider-
able volatility. The variations between the regions were 
rather small, so that the performance differences, de-
pending on the reference currency, can be mainly at-
tributed to currency influences. From a US dollar point of 
view, the US and Japanese markets were clearly ahead (+ 
1.1% and + 2.3%, respectively). The unrest in Hong Kong, 
on the other hand, led to negative results in this market 
(in US dollars -12.7%). After the third quarter, returns for 
the first nine months of the year continue to be very pos-
itive. 

Equity markets are caught in the tug of war between 
gloomy growth and earnings prospects (a direct result of 
the trade dispute) and the very low real interest rates 
that make equities and their dividend yields attractive. 
An intensification of the US-China confrontation during 
the month of August brought a correction, followed by a 
rebound on the hope of further interest rate cuts by the 
Fed. 

This tension should continue to exist. Dividend yields 
look attractive against negative real interest rates on 
bonds. This makes equities look cheap, as yields on 

fixed-income securities are usually higher than equities 
(because the former lacks the potential for capital gains). 

A look at price/earnings (P/E) ratios shows, however, that 
the valuations of the stock markets in historical compari-
son are between not cheap and very expensive. The US 
market is highly valued (close to the highest valuation in 
the last 15 years) thanks to its defensive qualities, while 
Europe is in the midfield. Japan and – not surprisingly – 
Britain look "cheap". 

Noteworthy are the valuation differences within the sec-
tors. Investors, especially those who normally tend to 
prefer fixed income, are now moving to "safe" stocks 
(stable consumer goods) and stocks in growth sectors 
(technology). This has led to a strong increase in valua-
tions compared to cyclical stocks. Consumer staples 
(such as food and cosmetics) seem expensive; they have 
to prove that they can actually fulfil the expectation for 
stable and rising profits. For technology stocks this 
seems more likely, but here the risks for the specific se-
curity risks are higher. 

High valuations do not necessarily lead to a stock market 
correction. P/E ratios have historically been at their high-
est levels during periods of stable inflation rates around 
2%, conditions that currently prevail in most countries. 

In light of the existing economic risks and their influence 
on corporate profits, along with high valuations on the 
one hand and the attractiveness of equities in compari-
son to bonds on the other, we consider a neutral 
weighting appropriate. It can be expected that the pref-
erence for growth and defensive stocks will only change 
once the economic cycle has bottomed out. 

Regionally, we slightly favour North America and emerg-
ing markets, while we remain more cautious on Europe 
and Japan, as the earnings momentum is much lower 
here. 

Fixed income: higher rates out of sight 

Interest rate conditions have not changed fundamen-
tally in the last three months. In Europe, five-year gov-
ernment bond yields are negative, with a few exceptions 
(Italy and Greece), while 10-year yields have continued to 
decline further and remain negative for countries with 
good credit quality. This also led to negative returns on 
many corporate investment grade bonds. 

The resulting real interest rate (yield after inflation) is in 
negative territory even for US dollar investments, and 
thus investors are not adequately compensated for the 
risk taken. 

Central banks have no reason to change this situation. In 
an environment of weaker economic data, the Fed had 
to reverse the interest rate cycle (which had contributed 
to turbulence on the financial markets towards the end 
of 2018). The ECB was forced to further reduce negative 
interest rates and resume quantitative easing. The same 
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applies to the BoJ. One must therefore expect that this 
interest rate environment will persist for some time. 

The greatest danger would come from a surge in infla-
tion. It is not entirely out of the question that a combina-
tion of stimulation measures and higher costs due to 
protectionism will finally be passed on to consumers. 
Higher inflation is likely to result in losses for bonds with 
longer maturities. 

Apart from that risk, the absolute level of interest re-
mains very unattractive. High-yield bonds and, selec-
tively, corporate bonds are slightly more attractive com-
pared to government bonds, although risk premiums 
are only modest. Likewise, inflation-linked bonds appear 
relatively attractive, as they do not face inflation risk. 

Finally, emerging market bonds, both in US dollars and 
local currencies, have some potential. It should be 
noted, however, that interest rate reductions in these 
countries may lead to gains on bonds, but at the same 
time pose a potential risk for emerging market curren-
cies. 

Currencies: US dollar in demand 

In the third quarter, virtually no currency managed to do 
well against the US dollar. Even emerging market cur-
rencies, which were stronger against the euro, fell 
slightly against the US dollar. At the same time, after the 
policy turnaround of the Fed, it might have been possi-
ble for the US currency to lose some of its strength. 
However, as monetary conditions have been loosened 
globally, relative security and the interest rate advantage 
still play a positive role. 

Since January, only the Canadian dollar and the Japanese 
yen have been able to appreciate against the US dollar. 
The euro, on the other hand, has lost ground to all major 
currencies, both in the third quarter and since the begin-
ning of the year, -3.0% and -4.8%, respectively. 

There is currently very little that speaks in favour of re-
versing the balance between the euro and the US dollar. 
Most likely, a solution to the trade dispute might benefit 
the euro, as the European economy would profit more 
than the US and the "risk premium" for the US dollar 
would disappear. 

The pound remains hostage to the Brexit process. The 
greater the likelihood of a hard Brexit, the weaker the 
British pound. It reached a low against the euro in Au-
gust of this year, but then recovered as further delays 
became more likely. This process should continue. The 
Bank of England is currently holding back on monetary 

policy changes, but it is prepared to further loosen mon-
etary policy in the event of an exit without an agree-
ment, which would weigh on the pound. 

Although the Swiss franc has appreciated against the 
euro since the middle of the year, the movement lacked 
the momentum to force the Swiss National Bank to inter-
vene on a larger scale. However, it is likely to oppose a 
further move towards parity, as this would burden the 
country’s economy. Only an economic recovery in Eu-
rope would therefore be a reason for a slight devalua-
tion of the still overvalued currency. 

Commodities: golden age? 

The crude oil market is always good for surprises. In Sep-
tember, a drone attack of not very clear origin on an im-
portant Saudi Arabian oil processing plant occurred 
overnight, causing the price of oil to skyrocket. However, 
the world's dependence on Saudi oil has diminished, and 
other countries and regions are able to compensate for 
short-term shortfalls. Therefore, the oil price’s recovery 
was of short-term nature. High production capacities are 
currently met with subdued demand, which keeps the oil 
price low, apart from such disruptions. 

This does not mean that the political tensions in the Mid-
dle East (conflict between the US and Iran and within the 
Arab countries) cannot lead to major disruptions in the 
oil industry. Such events, however, are not predictable. 

In recent weeks, the gold price has entered a period of 
consolidation, although the precious metal rose in each 
quarter of this year, taking out important psychological 
hurdles. This is all the more significant as gold usually 
suffers from a stronger US dollar. Obviously, many mar-
ket participants currently see gold as an alternative to 
negative real interest rates and as an "insurance" 
against uncertainties of a political and economic nature. 
We share this view, although gold positions have to be 
seen with a long-term perspective. 

The prices of industrial metals normally mirror the mo-
mentum of global economy. After losses in the second 
quarter, however, most metals recovered slightly. This 
can be attributed to a slight shortage of supply. Most 
producers have become cautious about capacity expan-
sion, which stabilizes price development. However, mov-
ing towards the 2018 level would require an improved 
demand situation. 
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