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VIVE LA DIFFÉRENCE
What might a Eurozone slowdown mean for equity markets? A closer look at France and
Germany over the past 20 years reveals some interesting patterns.
Casual observers like to draw a direct link between a country's economic growth rates and the likely returns its equity
market might offer. Reality often turns out a lot more complicated. For one thing, investors care about company earnings more than whole economies. Even domestically, earnings can grow – or shrink – more than an economy as a
whole, depending on how company profitability develops.
That is especially true at cyclical turning points. At the late
stages of the economic cycle, it is not uncommon, for example, for low unemployment rates to create wage pressures,
which companies might struggle to pass on. The economy
might continue to grow – even overheat – for a little longer,
but earnings growth might stall. Another issue concerns the
growth of multi-national companies, which tend to make the
bulk of their revenues and earnings outside their home
country. And of course, national equity markets can differ a
lot in terms of their sector composition.
For illustration of all these factors, our "Chart of the Week"
shows the gross-domestic-product (GDP) growth rates and
equity markets of France and Germany over the past 20
years. After 2002, France grew more quickly than Germany,
but experienced a comparative slowdown from 2005 on-

wards. France was better able to cope with the Great Recession in 2009. Germany finally managed to catch up and
surpass France in 2014. By contrast, French equities (as
measured by both countries’ MSCI indices) outperformed
until late 2006, before taking a long and lasting nose-dive.
That trend only began to sharply reverse over the past two
years, just as the French economy began to outpace the
German one.
The patterns in both countries' equity markets reflects the
sources of both economic and earnings growth. Germany's
economy and stock market are much more dependent on
cyclical export goods, with heavy weightings for industrials,
carmakers and materials such as chemicals. Financials also
remain quite heavily weighted in Frankfurt when compared
to the Paris stock exchange. The French market is arguably
more balanced and defensive, with larger weightings for
higher-margin consumer goods, thanks to strong French
brand names. These tend to be much in demand in times of
looming economic slowdowns. It goes to show that investors need to be careful when extrapolating from economic
growth rates to any country's stock-market performance.

Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 4/11/19
All opinions and claims are based upon data on 4/11/19 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.
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GLOSSARY
Equity market
A market in which equities (stocks) are traded. The term can be
used to refer to an actual market (e.g. the New York Stock Exchange) or to general trends in equity trading. Equities are securities which certify rights of ownership of (parts of ) a company.
Great Recession
The Great Recession refers to the prolonged economic downturn in
much of the world after the financial crisis of 2007-08.

MSCI
MSCI is a company providing indices and other analytical tools
for investors.
MSCI France Index
The MSCI France Index tracks the performance of French stocks.
MSCI Germany Index
The MSCI Germany Index tracks the performance of German
stocks.

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.
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DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be
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HONG KONG
The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in
relation to the investments contained herein. If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. This document has not been approved by the Securities and Futures Commission in Hong Kong nor has a
copy of this document been registered by the Registrar of Companies in Hong Kong and, accordingly, (a) the investments (except for investments which are a “structured product” as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the
“SFO”)) may not be offered or sold in Hong Kong by means of this document or any other document other than to “professional investors”
within the meaning of the SFO and any rules made thereunder, or in other circumstances which do not result in the document being a
“prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)
(“CO”) or which do not constitute an offer to the public within the meaning of the CO and (b) no person shall issue or possess for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the investments which is directed at,
or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the securities laws
of Hong Kong) other than with respect to the investments which are or are intended to be disposed of only to persons outside Hong Kong or
only to “professional investors” within the meaning of the SFO and any rules made thereunder.
SINGAPORE
Singapore Interests in the funds mentioned herein are not allowed to be made to the public or any members of the public in Singapore other
than (i) to an institutional investor under Section 274 or 304 of the Securities and Futures Act (Cap 289) (“SFA“), as the case may be, (ii) to
a relevant person (which includes an Accredited Investor) pursuant to Section 275 or 305 and in accordance with other conditions specified
in Section 275 or 305 respectively of the SFA, as the case may be, or (iii) otherwise pursuant to, and in accordance with the conditions of,
any other applicable provision of the SFA.
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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, completeness 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) purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation.
The document was not produced, reviewed or edited by any research department within Deutsche Bank and is not investment research.
Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions expressed by other Deutsche Bank departments including research departments. This document may contain 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 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 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 contrary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently
met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe,
such restrictions.
Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation
(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group.
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