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Chart of the Week 

CIO  VIEW  

Global markets have recovered nicely from last year's panic 

attack (see Chart of the Week of February 1, 2019). This is 

all the more remarkable as neither the microeconomic per-

spective of corporate earnings nor the macroeconomic per-

spective of economic data point to a significant improve-

ment in the economic outlook. In another respect, however, 

the situation has changed: last year, the U.S. Federal Re-

serve (Fed) was following a steady path of interest-rate 

hikes. The key policy rate was raised by 0.25% promptly at 

every meeting at the end of the quarter. In addition, the Fed 

let its balance sheet shrink at a predefined rate as commu-

nicated in 2017. In other words, the Fed was slowly but 

surely depriving the system of liquidity. As economic data 

began to weaken, criticism of the "monetary policy on auto-

pilot" increased. To the delight of markets, the Fed listened 

to these concerns and promised a more "flexible approach" 

for the future. Our "Chart of the Week" shows the sharp 

change in market's assessment of the future path of mone-

tary policy. At the end of October 2018, investors still ex-

pected the federal funds rate to rise in the direction of 3% 

by the beginning of 2020. By contrast, derivatives markets 

are currently expecting interest rates to remain unchanged 

for a while. At the beginning of the next decade they even 

see a decline in the key policy rate.  

Dr. Jörn Wasmund, Head of Fixed Income at DWS, believes 

that the truth might lie between the two extremes: on the 

one hand, the federal funds rate is currently only marginally 

above the core inflation rate. At least on this measure, mon-

etary policy can hardly be called restrictive. This should 

lessen the risk of stalling growth. On the other hand, U.S. 

unemployment is unusually low and neither the Fed nor 

markets can know for sure where it might be a year from 

now. Against this backdrop, it is reassuring that the Fed is 

responding pragmatically to a change in the economic situa-

tion instead of dogmatically following a pre-defined course. 

"Data dependency" is another term for such a pragmatic 

approach. Of course, there is no guarantee the resulting 

decisions will always satisfy investors. 

DON'T GET TOO EXCITED ABOUT THE POWELL PUT 

Markets may have been a little too quick to price out any further rate hikes  

Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 2/19/19  
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GLOSSARY 

Balance sheet 

A balance sheet summarizes a company's assets, l iabilities and 

shareholder equity. 

Derivatives market 

The derivatives market is the financial market for derivatives. 

Federal funds rate 

The federal funds rate is the interest rate, set by the Fed, at which 

banks lend money to each other, usually on an overnight basis.  

Inflation 

Inflation is  the rate at w hich the general level of prices for 

goods and services is rising and, subsequently, purchasing power 

is falling. 

Liquidity 

Liquidity refers to the degree to w hich an asset or security can 

be bought or sold in the market without affecting the asset's price 

and to the ability to convert an asset to cash quickly. 

 

Monetary policy 

Monetary policy focuses on controll ing the supply of money 

with the ulterior motive of price stability, reducing unemployment, 

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

Powell-Put 

The term "Powell put" derives from the more flexible monetary poli-

cy announced by Fed Chairman Jerome Powell to lower key inter-

est rates in the light of declining capital markets.  

 

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. 
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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 w ill be 

provided DWS products or services by one or more legal entities that will be identified to clients pursuant to the contracts,  agreements, of-

fering 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 hyp othetical 

performance 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 market-
ing communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohi bition 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 distr ibution 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 2019 

 

IMPORTANT INFORMATION: UK 

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Condu ct Au-

thority (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 affil iated 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 a ccurate for 

your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, or the basis for any con tract 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 an y information 

contained herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances o f any investor. 

This document does not identify all the risks (direct and indirect) or other considerations which might be material to you wh en entering into a 
transaction. Before making an investment decision, investors need to consider, with or without the assistance of an investmen t adviser, 

whether the investments and strategies described or provided by DWS, are suitabil ity and appropriate, in l ight of their parti cular investment 
needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to chang-

es in our views. 

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee t he 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 lawye rs 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 obl igation with 

respect to any tax implications on the investment suggested. 

This document contains forward looking statements. Forward 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 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 indi cated. 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 doc ument. 

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 

© DWS 2019 

 

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

relation to the investments contained herein. If you are in any doubt about any of the contents of this document, you should obtain inde-
pendent professional advice. This document has not been approved by the Securities and Futures Commission in Hong Kong nor ha s a 

copy of this document been registered by the Registrar of Companies in Hong Kong and, accordingly, (a) the investments (excep t for invest-
ments 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 i nvestors” 
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 Kon g) 
(“CO”) or which do not constitute an offer to the public within the meaning of the CO and (b) no person shall issue or posse s s for the purpos-

es of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the investments which i s 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 th e 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 Si ngapore other 
than (i) to an institutional investor under Section 274 or 304 of the Securities and Futures Act (Cap 289) (“SFA“), as the ca se may be, (ii) to 

a relevant person (which includes an Accredited Investor) pursuant to Section 275 or 305 and in accordance with other conditi ons specified 
in Section 275 or 305 respectively of the SFA, as the case may be, or (ii i) otherwise pursuant to, and in accordance with the  conditions of, 

any other applicable provision of the SFA.  

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 affil iated 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, wh ether 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 a n 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 invest-

ments 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 in vested at any 

point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of t ime. 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 accu racy, com-
pleteness or fairness. No liabil ity 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, FTS E, Bank of 
America Merril l Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associat ed with it 

(“Associated Persons”) may (i) maintain a long or short position in securities referred to herein, or in related futures or o ptions, and (ii) pur-

chase 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 resea rch. 

Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opin-
ions expressed by other Deutsche Bank departments including research departments. This document may contain forward looking state-

ments. Forward looking statements include, but are not l imited to assumptions, estimates, projections, opinions, models and h ypothetical 
performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this materi al. 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 mate rially, from the 

results contained herein. No representation or warranty is made by Deutsche Bank as to the reasonableness or completeness of such for-

ward 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 distri bution 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 residen t of or located in any 

locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availabili ty or use would be con-
trary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdic tion 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. 

© 2019 Deutsche Asset Management (Asia) Limited  

 

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