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How and when will the biggest global health and economic 

crisis since World War II end? The short answer is that three 

months into the worldwide Covid-19 pandemic, we still don't 

know. But as a result of another ad-hoc strategy meeting, we 

can communicate some educated guesses, based on inten-

sive work across our investment platform in recent weeks. 

Our base case is that even though it will take a while for the 

world economy to recover, we believe we should start to see 

signs of stabilization in the coming months. Most countries 

are already experiencing a sharp recession, including where 

it is not yet officially labelled as such. Because of social-dis-

tancing measures, large swaths of economic activity sud-

denly came to a halt. The recovery will probably be slow. The 

consequences of the crisis will likely linger, as captured by 

our economic forecasts (see table below).  

We now expect global gross domestic product (GDP) to 

shrink by almost 3% in 2020, before recovering by more than 

5% in 2021. These are rounded figures. Given the large 

bands of uncertainty, we would honestly be delighted – and 

quite surprised – if we got each digit, let alone the decimal 

points, in our country forecasts right.  What probably matters 

more is the relative performance of the leading economies. 

We expect the recession in the United States to be shallower 

than in the Eurozone, and the U.S. recovery to be faster, 

roughly in line with global GDP growth. That primarily reflects 

the outsized U.S. fiscal stimulus, leading to a budget-deficit 

forecast of about 18% of GDP this year. In our opinion, infla-

tion will be dragged down by the decline in oil prices this year, 

but probably recover next year, as pent-up and fiscally-stim-

ulated demand may start to run up against supply-side con-

straints. 

Obviously, there is plenty of uncertainty around this outlook. 

In addition to leaving mountains of government debt in its 

wake, Covid-19 will very likely change the behavior of work-

ers and households, businesses and financial intermediaries. 

We would caution, however, as it is still very early in the crisis, 

to speculate about the precise nature and magnitude of these 

changes.  

What is already becoming clearer is the current assessment 

of the situation by financial markets. At the time of writing, 

equity markets appear determined to look through the crisis. 

Within a few weeks, U.S. markets in particular have moved 

from panic back to valuations that would have looked frothy 

not so long ago, even in the absence of a global pandemic. 

Of course, sentiment can change and we would not be sur-

prised if the March lows get tested again. For now, though, 

Wall Street appears willing to ignore the carnage it looks set 

to cause in company earnings, which we do not expect to 

fully recover until 2022. Add unprecedent fiscal and mone-

tary stimulus, and we consider it quite possible that equity 

markets will be up by around 10% in a year.    

As for bond markets, we think that accommodative central-

bank action will continue or even accelerate. Generally, in-

terest rates look set to remain low for longer and we believe 

that European-Central-Bank (ECB) and European-Union 

(EU) measures will succeed in tightening periphery spreads 

for countries such as Italy and Spain. Corporate bonds 

should benefit from central-bank asset purchase programs, 

especially in the comparatively shallow Eurozone bond mar-

kets. Emerging-market bonds, issued by both corporates 

and sovereigns, should tighten somewhat from current lev-

els once we see the turnaround in economic-growth num-

bers. In terms of the relative risk-return profiles, we prefer 

ADJUSTING OUR STRATEGIC CIO VIEW  

FORECASTS 

These are turbulent times. For the second time since our regular strategy meeting in 
February, we are updating our forecasts, with relatively minor changes to our targets. 

 Because of social-distancing measures, large swaths of economic activity suddenly came to a halt. The 

recovery will probably be slow. 

 We now expect global GDP growth to shrink by almost 3% in 2020, before recovering by more than 5% in 

2021. Due to the outsized U.S. fiscal stimulus, the recession in the United States looks set to be shal-

lower and the recovery faster than in the Eurozone. 

 Additional waves of the pandemic constitute a material risk not captured in our forecasts.  
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high-yield to investment-grade, and investment-grade to 

emerging-market bonds. Selection and active management 

will be key in all these categories, given the rising default 

and headline risks.  

Which takes us to our penultimate point. We expect the U.S. 

dollar to hold on to its recent strength in an environment of 

lingering uncertainty. This is likely to remain the case unless 

or until the medical progress for the pandemic changes, 

thanks, for example, to better treatment options or a vaccine 

being found. On a final note of caution, we would stress that 

additional waves of the pandemic, followed by renewed 

shutdowns, constitute a material risk not captured in our 

forecasts.  

 

Macro  
    

  Asset-class  Current Forecast 
forecasts     

  
forecasts level Mar-21 

GDP growth in %, year-on-year 2020F 2021F   Currencies     

U.S. -5.7 5.6   EUR vs USD  1.08 1.10 

Eurozone -7.5 4.5   USD vs JPY  106 105 

Germany -6.0 4.5   EUR vs JPY  116 115 

Japan -5.5 3.3   EUR vs GBP 0.87 0.90 

China  1.0 9.0   GBP vs USD  1.24 1.22 

Global -2.6 5.4   USD vs CNY 7.1 7.0 

Benchmark rates in % 
Current 

 level 
March  
2021F   

Commodities in U.S. dollars  

United States (fed funds rate) 0.00-0.25 0.00-0.25   Gold  1,704 1,800 

Eurozone (deposit rate) -0.50 -0.50   Crude Oil (WTI 12M forward) 30 37 

United Kingdom (repo rate) 0.10 0.10   Equity markets (index value in points) 

Japan (overnight call rate) 0.00 0.00   United States (S&P 500)  2,863 3,100 

Asset-class  Current Forecast   
Germany (DAX) 10,811 12,000 

forecasts level Mar-21 
  

Eurozone (Eurostoxx 50)  2,922 3,150 

Capital market yields (sovereign bonds)   Europe (Stoxx600)  340 370 

United States (2-year)  0.20% 0.50%   Japan (MSCI Japan)  863 950 

United States (10-year)  0.59% 0.90%   Switzerland (SMI) 9,805 10,150 

United States (30-year) 1.18% 1.30%   United Kingdom (FTSE 100)  5,988 6,100 

Germany (2-year) -0.72% -0.80%   Emerging Markets (MSCI EM)  903 1,000 

Germany (10-year) -0.50% -0.50%   
Asia ex Japan (MSCI AC Asia 
ex Japan)  

597 660 

Germany (30-year) -0.10% -0.10%      
Italy (10-year) 227 bp 190 bp      
Spain (10-year) 131 bp 100 bp      
United Kingdom (10-year) 0.28% 0.60%      
Japan (2-year) -0.17% -0.20%      
Japan (10-year)  -0.04% -0.10%      
Spreads (corporate & EM bonds) in basis points      
EUR IG Corp 192 120      
EUR HY 638 500      
US IG Corp 196 135      
US HY 773 600      
Asia Credit 411 370      
EM Credit 521 500      
EM Sovereign 634 600      

 

DWS forecasts and current value are as of April 29, 2020 / Forecasts are not a reliable indicator of future returns. Forecasts are based on 

assumptions, estimates, opinions and hypothetical models or analysis which may prove to be incorrect. Past performance is not indicative of 

future returns. No assurance can be given that any forecast or target will be achieved.  Sources: Bloomberg Finance L.P., DWS Investment 

GmbH as of 4/29/20  
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GLOSSARY 

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

The asset purchase programme (APP) refers to purchases of marketable debt instruments by the ECB. 

A central bank manages a state's currency, money supply and interest rates.  

Default is the failure to meet the legal obligations of a loan, for example when a corporation or government fails to pay a bond which has 

reached maturity. A national or sovereign default is the failure or refusal of a government to repay its national debt. 

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

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

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

Fiscal policy describes government spending policies that influence macroeconomic conditions. Through fiscal policy, the government at-

tempts to improve unemployment rates, control inflation, stabilize business cycles and influence interest rates in an effort to control the 

economy. 

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. 

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

Inflation is the rate at which the general level of prices for goods and services is rising and, subsequently, purchasing power is falling. 

Investment grade bonds are all bonds with a good to very good credit rating 

Monetary policy focuses on controlling the supply of money with the ulterior motive of price stability, reducing unemployment, boosting 

growth, etc. (depending on the central bank's mandate). 

Periphery countries are less developed than the core countries of a specific region. In the Eurozone, the euro periphery consists of the eco-

nomically weaker countries such as Greece, Portugal, Italy, Spain and Ireland. 

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

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

 

APPENDIX: PERFORMANCE OVER THE PAST 5 YEARS (12-MONTH PERIODS) 

  03/15 - 03/16 03/16 - 03/17 03/17 - 03/18 03/18 - 03/19 03/19 - 03/20 

German Bunds (2-year) 0.1% -0.2% -0.8% -0.4% -0.6% 

German Bunds (10-year) 2.1% -0.1% -0.4% 5.5% 2.6% 

German Bunds (30-year) -0.9% -2.3% 0.2% 10.9% 8.9% 

UK Gilts (10-year) 3.9% 4.5% -0.8% 5.1% 6.2% 

U.S. Treasuries (2-year) 1.0% 0.2% 0.0% 2.7% 5.4% 

U.S. Treasuries (10-year) 3.8% -2.6% -0.4% 5.8% 16.2% 

U.S. Treasuries (30-year) 3.0% -4.8% 3.2% 6.2% 32.6% 

Japanese government bonds (10-year) 4.3% -0.8% 0.5% 1.6% -0.6% 

Euro investment grade 0.4% 2.5% 1.7% 2.3% -3.4% 

Euro high yield -0.6% 9.5% 3.8% 2.1% -10.2% 

U.S. investment grade 0.9% 3.0% 2.6% 4.9% 5.1% 

U.S. high yield -3.7% 16.4% 3.8% 5.9% -6.9% 

EM Credit 3.0% 9.6% 3.6% 5.0% -1.0% 

EM Sovereigns 4.4% 8.8% 3.3% 3.5% -5.3% 

Italy (10-year) 3.1% -4.3% 6.7% -2.1% 9.1% 

Spain (10-year) 1.3% 1.3% 6.2% 3.0% 3.4% 

S&P 500 1.8% 17.2% 14.0% 9.5% -7.0% 

Stoxx Europe 600 -12.3% 17.0% 0.4% 5.9% -12.5% 
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Euro Stoxx 50 -16.7% 20.1% -1.7% 2.6% -14.7% 

Dax  -16.7% 23.6% -1.8% -4.7% -13.8% 

Swiss Market Index -11.7% 15.1% 4.1% 12.0% 1.9% 

FTSE 100 -5.3% 23.4% 0.2% 7.6% -18.7% 

MSCI Emerging Market Index -12.0% 17.2% 24.9% -7.4% -17.7% 

MSCI AC Asia ex Japan Index -11.9% 17.5% 25.8% -5.2% -13.4% 

MSCI Emerging Markets (EM) Latin America In-
dex 

-9.2% 23.3% 19.3% -6.7% -40.8% 

MSCI Japan Index -7.1% 14.4% 19.6% -7.8% -6.7% 

CAC 40 -10.0% 21.2% 4.1% 7.0% -15.0% 

MSCI World Index -3.5% 14.8% 13.6% 4.0% -10.4% 

Hang Seng Index -13.6% 20.6% 29.4% -0.1% -16.0% 

Past performance is not indicative of future returns.  
Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 4/29/20 

IMPORTANT INFORMATION: EMEA 

The following document is intended as marketing communication. 

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 documentation relevant to such products or services. 

The information contained in this document does not constitute investment advice. 

All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice. 

Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical per-
formance analysis, therefore actual results may vary, perhaps materially, from the results contained here. 

Past performance, [actual or simulated], is not a reliable indication of future performance. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing 
communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to 
the publication of financial analyses. 

This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and 
publication is permissible in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited 
in the USA as well as to or for the account of US persons and persons residing in the USA.  

DWS Investment GmbH 2020 

 

IMPORTANT INFORMATION: UK 

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct 
Authority (Registration number 429806). 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS brand 
are specified in the respective contracts, sales materials and other product information documents. DWS, through DWS Group GmbH & Co. 
KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and on the 
following basis. 

This document is a financial promotion and is for general information purposes only and consequently may not be complete or accurate for 
your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, or the basis for any contract to purchase or 
sell any security, or other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information contained 
herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. 

This document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a 
transaction. Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, 
whether the investments and strategies described or provided by DWS, are suitability and appropriate, in light of their particular investment 
needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to changes 
in our views. 

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy, 
completeness or fairness of such information and it should not be relied on as such. DWS has no obligation to update, modify or amend this 
document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set 
forth herein, changes or subsequently becomes inaccurate. 

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding 
the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. 
The relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with 
respect to any tax implications on the investment suggested. 
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This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, pro-
jections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author‘s judgment 
as of the date of this document. 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 DWS as to the reasonableness or 
completeness of such forward looking statements or to any other financial information contained in this document. 

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 

© DWS 2020 

 

IMPORTANT INFORMATION: APAC 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS brand 
are specified in the respective contracts, sales materials and other product information documents.  DWS Group GmbH & Co. KGaA, its 
affiliated companies and its officers and employees (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 circumstances of any investor. Before 
making an investment decision, investors need to consider, with or without 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 
circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, recommendation 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 considering 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 documentation 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, com-
pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and 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 copyrighted by and proprietary to the provider. DWS Group or persons associated with it 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 DWS Group and is not investment research. There-
fore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions 
expressed by other DWS Group departments including research departments. This document may contain forward looking statements. For-
ward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical performance 
analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking state-
ments 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 DWS Group as to the reasonableness 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 resident of or located in any 
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be con-
trary 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 Insurance Corporation 
(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group. 

 

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by 
the Securities and Futures Commission. 
© 2020 DWS Investments Hong Kong Limited 

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by 
the Monetary Authority of Singapore. 
© 2020 DWS Investments Singapore Limited 

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this 
document has not been reviewed by the Australian Securities Investment Commission. 
© 2020 DWS Investments Australia Limited 
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