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Slowing global growth is starting to become visible in 

macroeconomic data – from weaker manufacturing 

data, in particular in Germany to lower reported gross-

domestic-product (GDP) growth across the globe. 

While these developments are not necessarily new, 

the recent escalation of the trade conflict between 

China and the United States highlights how quickly 

the world economy could lose its balance. Following 

the announcement of a new round of tariffs, China 

has suspended the purchase of U.S. agricultural prod-

ucts, a measure that particularly affects farmers in the 

Midwest of the United States [CIO Flash as of 8/6/19]. 

To meet domestic demand, China will probably buy 

soybeans from Brazil and Argentina. However, uncer-

tainty surrounding trade talks and production will likely 

continue to plague key agricultural products.  

As evident from the chart, the entire agricultural sec-

tor performed very weakly. The sector got off to a diffi-

cult start after a bearish United-States-Department-of-

Agriculture (USDA) acreage report, as of the end of 

June. Positive political signals on trade following the 

G20 meetings failed to boost markets, even before 

the recent re-escalation of tensions. Nevertheless, we 

expect that corn and soybeans will have the potential 

to outperform. Of course, we acknowledge demand 

concerns. However, demand risks from trade talks 

have overshadowed the supply concerns due to bad 

weather conditions earlier in the year. For now, the 

impact of reduced planting acreage is still absent from 

World-Agricultural-Supply-and-Demand-Estimates 

(WASDE) published by the USDA. Once it starts 

showing up in the reports, we believe that the atten-

tion of market participants – currently very nervous 

about the rekindling trade war – could rapidly shift 

from weak demand to even weaker supply. Either 

way, we would expect to see increased volatility in the 

market.  

Speaking about volatility, oil has exhibited very sharp 

movements recently. During July, geopolitical crises 

provided support for the oil price. However, on August 

1, it had the largest one-day decline since 2015 after 

President Trump announced the imposition of 10% of 

tariffs on another $300 billion worth of Chinese im-

ports. Given this decline, we believe that the oil price 

currently reflects fair value. We believe that slightly 

weaker year-over-year demand, coupled with the 

manifestation of continuing supply-side risks should 

balance the market in the short term. Toward the end 

of the year, however, we expect production in North 

America, Brazil and Norway to pick up, providing a 

headwind for oil prices. At the same time, we expect 

oil demand to pick up, partially due to seasonality. We 

believe, however, that neither increased demand nor 

OPEC's production cuts will be able to absorb in-
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corn and soybeans have the potential to outperform.  

 Our oil outlook is darkening for the next few months. We believe that neither in-

creased oil demand nor OPEC's production cuts will be able to absorb increased 

supply by North America, Brazil and Norway. 
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creased supply to keep the market in balance. Conse-

quently, we have switched our strategically positive 

view on the oil price to neutral with a slightly negative 

outlook.  

Amidst these developments, China's currency devalu-

ation has further shaken things up for a wide range of 

commodities. It also brought the trade conflict close to 

a fully-fledged currency war. This is critical as a weak-

er yuan will make oil more expensive for Chinese con-

sumers, which could, in turn, weaken demand further. 

The Middle Kingdom's attempt to limit the yuan weak-

ness should, however, dampen such fears. Nonethe-

less, China will likely attempt to avoid U.S. crude, giv-

en ongoing trade tensions.  

And while macroeconomic uncertainties have taken a 

toll on the more cyclical commodities, gold stood out 

during the past 30 days. Silver did even better, while 

the gold/silver ratio flirted with all-time highs previous-

ly. Despite the recent positive performance however, 

we remain tactically neutral. The main reason is that 

while the cut of the federal funds rate by 25 basis 

points (bps) weakened the U.S. dollar slightly, the 

U.S. currency is again trading at pre-interest-rate-cut 

levels. One reason for continuing dollar strength might 

be the July Federal-Open-Market-Committee (FOMC) 

meeting comments which were interpreted by the 

market as hawkish. Such dollar strength looks set to 

limit the upside of gold in the short term. In the longer 

term, we believe that a slowdown in global trade is 

likely to persist and emerging-market (EM) central 

banks will likely continue to diversify their reserves 

into gold. High valuations in equities, the metal's rela-

tive attractiveness to U.S. Treasuries and a potential 

global economic slowdown may also make gold a 

relatively attractive asset class to consider. 

As long as macro headwinds persist, we keep our 

cautious outlook on base metals. Once these clouds 

move aside, we expect attention to shift to the funda-

mentals, which already look quite supportive in many 

instances like copper. For now, however, trade-

related volatility looks set to continue to overshadow 

even relatively healthy fundamentals.  

PAST 30-DAY AND YEAR-TO-DATE PERFORMANCE OF MAJOR COMMODITY CLASSES   

Sources: Bloomberg Finance L.P., DWS Investment Management Americas Inc. as of 8/9/19  
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GLOSSARY 

Basis point 

One basis point equals 1/100 of a percentage point. 

Central bank 

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

terest rates.  

Chinese yuan (CNY)  

The Chinese yuan (CNY) is legal tender on the Chinese mainland 

and the unit of account of the currency, Renminbi (RMB). 

Devaluation 

Devaluation is the forced reduction of the value of a currency 

against other currencies. 

Emerging markets (EM) 

Emerging markets (EM) are economies not yet fully developed 

in terms of, amongst others, market efficiency and liquidity. 

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. 

Federal Open Market Committee (FOMC) 

The Federal Open Market Committee (FOMC) is the committee that 

oversees the open-market operations (purchases and sales of se-

curities that are intended to steer interest rates and market liquidity) 

of the U.S. Federal Reserve. 

G20 

The Group of 20 are the largest industrialized and emerging econo-

mies in the world. 

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. 

Organization of the Petroleum Exporting Countries (OPEC) 

The Organization of the Petroleum Exporting Countries (OPEC) is 

an international organization with the mandate to ”coordinate and 

unify the petroleum policies“ of its meanwhile 12 members. 

Treasuries 

Treasuries are fixed-interest U.S. government debt securities with 

different maturities: Treasury bills (1 year maximum), Treasury 

notes (2 to 10 years), Treasury bonds (20 to 30 years) and Treas-

ury Inflation Protected Securities (TIPS) (5, 10 and 30 years). 

U.S. dollar (USD) 

The U.S. dollar (USD) is the official currency of the United States 

and its overseas territories. 

United States Department of Agriculture (EN only) 

The United States Department of Agriculture is the U.S. federal 

executive department responsible for developing and executing 

federal laws related to farming, forestry and food.  

Volatility 

Volatility is the degree of variation of a trading-price series over 

time. It can be used as a measure of an asset's risk. 
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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 
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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 

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. 

Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical perfor-

mance 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 addi-

tional 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. 

© 2019 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. 

© 2019 DWS Investments Singapore Limited 
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