
/ 1 All articles are available on https://go.dws.com/cio-view-articles CRC 065613 (03/2019) 

All opinions and claims are based upon data on 3/8/19 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 not a 

reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. 

Source: DWS Investment GmbH 

March 8, 2019 March 8, 2019 

CIO Flash 

CIO  VIEW  

Since the financial crisis, the unwritten rule has been that 

bad economic news was good news for investors, as central

-bank taps likely would be opened. And if a central bank 

talked more dovishly than expected in a meeting, the mar-

kets were quick to react and party.  

For almost 1.5 hours on Thursday, European equity inves-

tors thought they had a party lined up. The Dax and Stoxx 

600 made upward moves as soon as the European Central 

Bank's (ECB) press release was published. But the fizz 

evaporated during the press conference and the markets 

even turned negative. This was all the more remarkable for 

the Dax. The euro fell by over one percent against the dollar 

and traded briefly below the 1.12 level, normally a catalyst 

for the export-oriented Dax.  

The bond markets also reacted clearly. By the end of the 

day, the already poor yield on 10-year German government 

bonds had halved to 0.06%. Nine-year bonds are already 

yielding negatively again and we do not rule out another 

temporary slide of 10-year-bonds into negative territory. 

Ulrike Kastens, senior economist at DWS, summed up the 

market response: "This meeting really surprised us. The 

ECB is much more concerned about Europe's economy 

than anyone expected. How seriously investors take the 

ECB's concerns is shown by the market reactions, which 

were negative despite the more dovish tone." 

THE ECB'S DECISIONS IN DETAIL 

The ECB surprise was not confined to its pessimistic eco-

nomic outlook. It also came up with some unexpected medi-

cine: highly accommodative monetary-policy measures. The 

package announced on Thursday contains three important 

messages.  

 Gross domestic product (GDP) growth expectations 

have been revised significantly downwards, especially 

for 2019. The ECB now expects economic growth of 

1.1% in 2019 (from a previous forecast of 1.6%), 1.6% 

in 2020 and 1.5% in 2021, with risks remaining nega-

tive, particularly due to ongoing uncertainty (such as 

trade conflict). This is remarkable because in the past 

the ECB has typically spoken of balanced risks after it 

had engaged in monetary measures. It was more pessi-

mistic this time because of the high degree of uncertain-

ty. In addition, the overall forecast for inflation has been 

revised downwards. For 2019 the inflation rate is ex-

pected to rise to 1.2%, for 2020 to 1.5% and for 2021 to 

only 1.6%. The ECB remains confident that higher wag-

es will translate into higher prices, but that this will take 

longer than expected. And so for now the inflation target 

of "below but close to 2.0%" appears out of reach. 

 Given the growth and inflation weakness it foresees, the 

ECB also changed its interest-rate forecast on Thurs-

day, implying no interest-rate hikes in 2019. 

 What the ECB came up with was a new round of target-

ed longer-term refinancing operations (TLTROs). They 

should ensure continued favorable liquidity. The new 

series of TLTROs III will be launched in September 

2019 with the last ones to be offered in March 2021. All 

have a maturity of two years and are linked to the main 

refinancing rate, which means that the last one will ma-

ture in 2023. A further surprise is that the details will not 

be announced until later.   

CONCLUSIONS AND IMPLICATIONS FOR OUR 

OUTLOOK  

The central bank’s weeping doves have surprised the mar-

kets. The ECB has reduced its forecasts, announced initial 

details on TLTROs and made its monetary policy more ac-

commodating than expected. However, the drastic reduction 

in growth forecasts and the further assessment that eco-

nomic opportunities and risks look negative means the ECB 

still remains concerned about the Eurozone economy. Its 

growth estimates are now slightly lower than ours (2019: 

1.3%, 2020: 1.4%). Nevertheless, the ECB appears to 

share our view that the probability of a recession is very 

low, and that renewed deflation is unlikely, too.  

The ECB’s new stance confirms our recently reduced fore-

casts for Bund yields. For 10-year maturities, we reduced 

them at the end of February from 0.60% to 0.30% for the 12

-month period ahead. Our euro-dollar forecast of 1.15 euro 

per dollar to March 2020 remains the same; when we made 

it we considered that some short-term euro weakness was 

probable.  

Yesterday's decision is likely to extend the period of suffer-

ing for European banks. As a result of the ECB's announce-

ment not to raise interest rates before 2020, no noticeable 

improvements in banks' net interest income is likely to occur 

until 2021.  

ECB MEETING: WHEN DOVES CRY  

The ECB gets surprisingly gloomy on growth and inflation and shifts to softer monetary policy  

immediately too.  
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GLOSSARY 

Bunds 

Bunds is a commonly used term for bonds issued by the Ger-

man federal government with a maturity of 10 years. 

Central bank 

A central bank manages a state's currency, money supply and inte-

rest rates.  

Dax 

The Dax is a blue-chip stock-market index consisting of the 30 ma-

jor German companies trading on the Frankfurt Stock Exchange. 

Deflation 

Deflation is a sustained decrease in the general price level of 

goods and services. 

Euro (EUR) 

The euro (EUR) is the common currency of states participating in 

the Economic and Monetary Union and is the second most held 

reserve currency in the world after the dollar. 

European Central Bank (ECB) 

The European Central Bank (ECB) is the central bank for the Euro-

zone. 

Eurozone 

The Eurozone is formed of 19 European Union member states that 

have adopted the euro as their common currency and sole legal 

tender. 

Financial crisis 

The financial crisis refers to the period of market turmoil that started 

in 2007 and worsened sharply in 2008 with the collapse of Lehman 

Brothers. 

Gross domestic product (GDP) 

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. 

Inflation 

Inflation is the rate at which the general level of prices for 

goods and services is rising and, subsequently, purchasing power 

is falling. 

Monetary policy 

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). 

Recession  

A recession is, technically, when an economy contracts for two 

successive quarters but is often used in a looser way to indicate 

declining output. 

Refinancing 

Refinancing refers to the replacement of an existing financial 

obligation with a new obligation. 

Stoxx Europe 600 

The Stoxx Europe 600 is an index representing the performance of 

600 listed companies across 18 European countries. 

Targeted longer-term refinancing operations (TLTROs) 

Targeted longer-term refinancing operations (TLTROs) refer to 

the ECB's providing of financing to Eurozone banks. 
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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 will 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 hypothetical 
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 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 2019 

 

IMPORTANT INFORMATION: UK 

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct 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 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 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 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. 

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 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 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 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 inde-
pendent 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 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 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 purpos-
es 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: 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, 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 considering 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 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 
(“Associated Persons”) may (i) maintain a long or short position in securities referred to herein, or in related futures or options, 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 research. 
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 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 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 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 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. 

© 2019 Deutsche Asset Management (Asia) Limited  
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