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QCAM Insight

Markets and moods: How  
emotions influence investors’  
decision-making

Markets, for all asset classes, are groups of interacting 
people. And while that sounds trivial, it has far-reach-
ing consequences. A substantial body of behavioral fi-
nance research confirms that the emotional component 
plays an important role in an investor’s decisions. We 
think it’s high time now for investors to take advantage 
of some insights of behavioral finance!

Human decision-making behavior is like an iceberg. the 

tip that projects out of the water corresponds to the share 

of rational, conscious decisions. transfer that picture of 

decision-making to investors and that means about 80 

percent of their decisions are strongly influenced by emo-

tional factors, and they are made largely subconsciously.

Since this is true for everyone, emotions not only ex-

ert strong influence on individual investors but in fact they 

move entire markets. Especially strong emotions like 

greed and fear, if they are heeded, can have very damag-

ing effects on investments. Hardly an investor succeeds 

in completely escaping his or her feelings. the strongest 

feelings are generated directly by an investor’s losses and 

gains. they must be seen as the compulsory companions 

of any active investor.

Attitudes affect behavior
As ample research in behavioral finance has shown, inves-

tors tend to orient themselves to their “peers,” which can 

quickly lead to the worst excesses of herd behavior. there-

fore, for sustainable investment success, assessing the 

mood of other investors in that market is essential, in ad-

dition to analyzing the state of the investor’s own person-

al sentiment.

Systematic, disciplined investor behavior
the best approach to improving one’s own investment be-

havior begins with some basic steps. these include defin-

ing and rigorously following a strict decision-making pro-

cess, learning to view losses as routine matters, and 

having the poise to take advantage of the opportunities 

that arise from extremes in market sentiment and behav-

ior. this last skill is particularly difficult to master. on the 

one hand, it must be assumed in periods of extreme mar-

ket moods that investors themselves are to some extent 

under the spell of these emotions. As noted, it is precise-

ly then that it is extremely difficult for most investors to 

assert themselves and resist the call of emotions, instead 

implementing their own rules consistently, ready to ab-

sorb and act upon other knowledge. on the other hand, 
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Markets and moods: How  
emotions influence investors’  
decision-making

investors constantly confuse the general market mood 

with their own personal feelings. this is natural: we think 

that what we perceive and feel should in principle also be 

seen and felt by others. However, this is by no means the 

case, which makes dealing with the soft factor of senti-

ment in investing even more difficult.

Quantifying the human factor
How to resolve this dilemma? one solution is to apply a 

hard, systematic quantity to the soft human factor of emo-

tion. this is the explicit aim of the sentix Global Investor 

Survey. Based on a weekly survey of over 5000 profes-

sional and private investors worldwide, it yields a quanti-

tative description of the market’s state of mind and that 

of its stakeholders. the sentix survey describes the state 

of knowledge available on the market each week. 

the sentix sentiment indicator is a classic index. Chart 

1 tracks sentiment for the EURUSD currency pair since 

2016. It shows that moods on the markets can change 

very quickly. Extreme moods of euphoria or fear usually 

mark the end of a larger movement. those who recognize 

the mood changes of others not only can get interesting 

timing signals from this data, but also avoid their own  

emotion-driven investment errors.

Behavior-oriented investment process
the successful implementation of sentiment-based infor-

mation requires first-class data, to be sure, and the rec-

ognition of the power of emotions and their meaning in 

certain market situations, which can outweigh any funda-

mental information in extreme situations. In short, most 

professional investors already have more than enough 

expert intelligence to feed their economic analyses. But 

to really see the big picture, they also need to integrate 

emotional intelligence into the investment process.

About sentix
In the sentiment sub-strategy of our Dynamic Currency Over-
lay solution, QCAM uses the sentiment index from our data 
partner, sentix.
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In 2015 and 2016, various developments led to two 
“hot” summers indeed on financial markets. But this year, 
after the reassuring election results in France, there is 
no greater “threat” on the horizon than some quite pos-
itive signs of overheating, given the sharp upturn, again, 
in key leading indicators in June.

two summers ago, temperatures soared on financial mar-

kets after Greece’s public debt drama erupted once again. 

And the heat was on as well last summer, but with a de-

cidedly British touch after the Brexit vote fanned the 

flames of market uncertainty. Given the political outlook 

at the beginning of this year, no doubt quite a few finan-

cial market participants were expecting torrid tempera-

tures this summer, too. However, thanks to Emmanuel 

Macron’s clear election victory in France, any high tem-

peratures in the EU this summer should be purely mete-

orological in nature.

The Eurozone’s healthy glow
Instead of a hot summer – hot, in the sense of feverish and 

frenzied – some observers have begun – and let’s remem-

ber how unthinkable was this just a few quarters ago – to 

warn of the dangers of sentiment indicators beginning to 

overheat in the Eurozone. the Eurozone economic indi-

cators that we follow also rose again in June, up from their 

already high May levels. We share the sanguine outlook 

of the economic indicators because, among other things, 

we translate the survey data into annual GDP growth 

rates adequately reflecting the slowly but steadily falling 

trend growth rate. If this correction were not applied, the 

indicator would signal an excessively positive outlook, as 

the Figure shows, pointing to an annual growth rate of 

around 3.5 percent. After the adjustment, however, the 

projected growth rate is 2.2 percent for the second quar-

ter and 2.5 percent for the third quarter of this year. that 

is still a fully positive result and one that at least belongs 

to the realm of possible growth scenarios.

Adjusting EU monetary policy lands on the agenda
news of the EU’s positive growth prospects finally seems 

to have reached the European Central Bank. In a speech 

at the end of June, ECB President Mario Draghi explicit-

ly referred to the Eurozone’s burgeoning economic re-

covery to a degree that he never previously had in his soon 

six years in office. the subsequent rise in capital market 

interest rates continued into the beginning of July, when 

the publication of the minutes of the June meeting showed 

that the majority of ECB members had at least thought 

out loud about an imminent normalization of monetary 

policy. It is thus to be expected that the first details on the 

cessation of bond purchases will be presented at the 

ECB’s next press conference, in early September.

Trump-free US rebound 
the US Federal Reserve not only completely phased out 

its bond purchasing program already in 2014, but in the 

middle of June this year it also hiked its lead interest rate 

for the third time since the financial crisis. In addition, Fed 

Chair Janet Yellen presented a detailed plan for reducing 

the central bank’s bloated balance sheet. the latest eco-

Just how hot will it get in 
the Summer of ’17?

the macro perspective
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Just how hot will it get in 
the Summer of ’17?

nomic data is only likely to strengthen the Fed’s resolve. 

Business sentiment indicators in June rose significantly 

above May’s, again approaching the year’s highs, record-

ed in February. And since the current brightening mood 

cannot be attributed to Donald trump’s illusory econom-

ic plans, unlike the exaggerated euphoria seen at the be-

ginning of the year, this upbeat mood is all the more en-

couraging.

Weak quarter in China
Even after China’s official second-quarter growth rate 

once again landed comfortably within the zone of accept-

able expectations at 6.9 percent, effective economic de-

velopment in the Middle Kingdom over the past three 

months can only be described as weak. In contrast to of-

ficial data, the W&P GDP Growth Stat for China, which is 

calculated using a broad range of sectoral data, sets 

growth at only 6.1 percent in the second quarter of 2017. 

In the first quarter, the indicator was half a percentage 

point higher. the decline in the growth rate captured by 

this statistic is primarily due to the weaker development 

in the industrial sector. But this should not sound alarm 

bells. After all, the flagging growth rate in China is due to 

state initiatives that can and no doubt will be reversed if 

the economy cools too much. thus, also growth weakness 

in China will not suffice to raise temperatures very much 

on global financial markets this summer. After two sweat-

inducing summers in a row, it looks like summer 2017 will 

be a lot calmer and cooler.
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The euro remains the currency of the hour, and we see 
good reasons for its further appreciation potential. And 
from a valuation perspective, we also see opportunities 
for Swiss franc holders, with two Nordic currencies look-
ing very interesting right now. Meanwhile, the US dol-
lar is steadily declining, although it should be support-
ed by the current market narratives.

the whirlwind around the US dollar these days is remark-

able. It has lost nearly 5 percent against the other G10 

currencies since the beginning of the year. In the mean-

time, the Fed has not only raised its key interest rate for 

the third time, but it has also laid out its plan to trim its 

bloated balance sheet after the bond purchases of recent 

years. But shouldn’t the dollar strengthen now, according 

to the usual market narratives? the recent developments 

around the Greenback serve as proof of how fleeting such 

narratives can be.

Further potential for the euro
While the US dollar stumbles, the euro is getting a lot of 

(deserved) attention. You don’t believe it? Here are the 

facts: First, the common currency has risen above the 1.10 

level versus the Swiss franc for the first time in over a year. 

Second, over the past four weeks the EURUSD exchange 

rate has moved into a trading range around 1.14, the up-

per band of the trading range since early 2015. third, the 

euro was the only major currency that gained in value over 

the past four weeks, according to an equally weighted 

G10 currency basket. And fourth, the euro has even man-

aged to expand its lead since the beginning of the year, in-

creasing in value by an impressive 4 percent, on average, 

against the other G10 currencies this year.

this inevitably raises the question of whether the euro 

has any stamina left to rise further. our answer: it does! 

First, the realization that the Eurozone’s greatest politi-

cal challenges lie ahead is only beginning to sink in in the 

minds of market participants. Second, it is becoming in-

creasingly apparent that Brexit is likely to set off sparks 

from time to time, but it is also clear that these will likely 

only have an impact on the British pound and not on the 

euro. third, the resolution of the Banco Popular story 

shows that the European banking system has enhanced 

its stability through the measures undertaken during the 

crisis. And fourth, Europe’s populist protest parties have 

not only suffered stinging election defeats this year; they 

have lost popular support throughout Europe, according 

to data collected by Wellershoff & Partners.

Opportunities for CHF
At the moment, we see opportunities in a range of curren-

cies for Swiss franc holders. As the situation at the Swiss 

national Bank seems to have relaxed somewhat in the 

past few weeks, we think it is time for Swiss franc holders 

to consider some significantly undervalued foreign cur-

rencies. Prime examples would be the Swedish and the 

norwegian crowns. Both currencies are exhibiting signif-

icant appreciation potential against the franc right now, 

as the chart shows.

the inclusion of the Swedish crown may seem surpris-

ing. How is it that Sweden, as an EU member, still has its 

Interesting times  
for franc holders

FX market talk
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own currency? Sweden became a member of the Europe-

an Union in 1995. In contrast to Great Britain and Den-

mark, however, Sweden never negotiated an exemption 

from the euro and thus should have introduced the com-

mon currency at its launch. But when the euro became a 

reality in 1999, Sweden had not managed to fulfill the cri-

teria for the currency’s introduction – intentionally, some 

would claim. In 2003, adopting the euro finally faced a 

public referendum and was soundly rejected by some 56 

percent of Swedish voters. the government then decided 

to delay a final decision for ten years.

ten years later, the euro crisis was coming to a boil. the 

conservative government of Prime Minister Fredrik Re-

infeldt decided against holding a new vote, instead main-

taining the same course as before. once the convergence 

criteria were fulfilled, EU accession would be a pure for-

mality for Sweden. It would trigger a two-year adjustment 

period for the exchange rate, which would then lead to 

the introduction of the euro. the European Commission 

continues to grant Sweden special status on the grounds 

that Sweden had already joined the EU before the intro-

duction of the euro. thus, the Swedes remain crowned 

until further notice. And we can continue to look to the 

Swedish crown for interesting currency investments.
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In the US, the latest pick-up in the monthly ISM Manu-

facturing Index is worth noting. this widely followed in-

dex now stands at 57.8 points, rising more in June than 

in any previous month over the past four years. After a 

modest start to the year, the US economy does appear 

to have picked up a bit of steam lately. However, as it did 

in the first quarter, corporate investment is likely to 

make the largest contribution to US economic growth 

in order to achieve a 2 percent overall rate of growth.  

In June, Wellershoff & Partner’s economic indicators 

for the developed economies registered improved con-

ditions yet again. In the Eurozone, the latest data on in-

vestments and private consumption suggest that an an-

nual aggregate economic growth rate of more than two 

percent should be possible in the second and third quar-

ters of this year. Germany is a particular bright spot at 

the moment, with industrial production up by a solid 5 

percent and unemployment unchanged at a low 5.7 per-

cent. A strong second quarter can be expected from 

Germany.

Economic activity

Trend 
growth1

Real GDP growth2 W&P economic sentiment indicators3

Q3/2016 Q4/2016 Q1/2017 Q2/2017 3/2017 4/2017 5/2017 6/2017

United States 1.7 1.6 2.0 2.1 – 2.9 2.8 2.7 3.1

Eurozone 1.0 1.8 1.8 1.9 – 2.1 2.4 2.3 2.6

   Germany 1.4 1.7 1.8 1.7 – 2.8 3.1 2.9 3.3

   France 0.7 0.9 1.2 1.1 – 1.3 1.4 1.5 1.8

   Italy 0.2 1.0 1.1 1.2 – 0.7 1.0 0.8 0.8

   Spain 1.6 3.2 3.0 3.0 – 2.0 2.2 2.3 2.4

United Kingdom 1.8 2.0 1.9 2.0 – 2.6 2.6 2.3 2.5

Switzerland 1.5 1.3 0.7 1.1 – 1.3 1.6 1.3 1.9
Japan 0.4 1.0 1.6 1.3 – 2.3 2.3 2.4 2.4

Canada 1.6 1.5 2.0 2.3 – 1.4 1.7 1.8 1.6

Australia 2.4 1.8 2.4 1.7 – 2.5 2.6 2.6 2.5

Brazil 1.4 -2.8 -2.4 -0.4 – 1.2 1.5 2.6 1.8

Russia 0.1 -0.4 0.3 0.5 – 2.5 1.1 2.5 0.6

India 7.7 7.5 7.0 6.1 – 7.4 7.4 7.3 7.2

China 7.4 6.7 6.8 6.9 6.9 7.1 6.7 6.5 6.7

Advanced economies4 1.4 1.6 1.8 2.1 – 2.8 2.9 2.8 3.1

Emerging economies4 6.0 4.7 5.0 5.1 – 5.4 5.0 4.9 5.0

World economy4 3.5 3.2 3.4 3.7 – 4.1 3.9 3.8 4.0

1  Current year-on-year trend growth rate of real GDP, in percent, according to the proprietary trend growth model of Wellershoff & Partners.
2  Year-on-year growth rate, in percent.
3  Wellershoff & Partners economic sentiment indicators are based on consumer and business surveys and have up to 6 months lead
    on the year-on-year growth rate of real GDP.
4  Calculations are based on nominal GDP weights derived from purchasing power parity exchange rates.

Source: European Commission, Penn World Table, Thomson Reuters Datastream, Wellershoff & Partners

Growth overview

7 | FX Monthly



Source: Thomson Reuters Datastream, Wellershoff & Partners
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Global GDP share1 Current account2 Public debt2 Budget deficit2 Unemployment rate3

Ø 5 years Current Ø 5 years Current Ø 5 years Current Ø 5 years Current Ø 5 years Current

United States 22.9 24.9 -2.5 -2.4 105.2 107.8 -5.8 -4.7 6.4 4.4

Eurozone 16.6 15.0 3.2 4.0 108.1 108.3 -2.6 -1.5 11.2 9.3

   Germany 4.8 4.4 7.7 7.5 82.1 73.5 0.3 0.7 6.6 5.7

   France 3.5 3.1 -0.9 -1.2 117.2 124.9 -4.0 -3.0 9.8 9.3

   Italy 2.6 2.3 1.3 2.1 152.0 157.4 -2.8 -2.1 11.8 11.6

   Spain 1.7 1.6 1.1 2.1 110.2 116.9 -6.6 -3.1 23.4 17.7

United Kingdom 3.7 3.2 -4.3 -3.9 111.9 122.9 -5.4 -3.1 6.1 4.5

Switzerland 0.9 0.8 10.6 11.3 45.4 44.1 0.2 0.5 3.1 3.0
Japan 6.7 6.2 1.9 3.7 214.1 225.9 -5.9 -5.0 3.7 3.1

Canada 2.3 2.1 -3.2 -2.9 88.0 91.2 -1.4 -2.4 7.0 6.5

Australia 1.8 1.7 -3.5 -2.8 34.3 42.9 -2.9 -2.2 5.7 5.5

China 13.5 15.1 2.2 1.3 40.0 49.3 -1.7 -3.7 4.1 –

Brazil 2.9 2.7 -3.0 -1.3 67.1 81.2 -6.1 -9.1 8.4 13.3

India 2.7 3.1 -2.0 -1.5 69.1 67.8 -7.1 -6.4 – –

Russia 2.4 2.0 2.9 3.3 14.7 17.1 -1.8 -2.6 5.4 5.2

Source: Thomson Reuters Datastream, Wellershoff & Partners
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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In June, consumer prices in the Eurozone climbed 1.3 

percent compared to a year ago. And so the trend of ris-

ing inflation continues. Most recently, this has also been 

reflected in the outlook of the European Central Bank. 

Mario Draghi used the ECB Congress at the end of June 

to highlight the progress that has been made in the Eu-

rozone’s economic development. this lays the ground-

work for making an announcement sometime in the late 

summer about the end of the ECB’s expansive mone-

tary policy. Draghi in any case stressed that monetary 

policy normalization should proceed in a prudent man-

ner.

Japan’s inflation rate still can’t keep up with the coun-

try’s GDP growth rate. After annual inflation remained 

stuck at a relatively low 0.4 percent in May, the Bank of 

Japan will probably have to correct its inflation forecast 

downward for the quarter at its next meeting. the de-

velopment of wages is lagging behind Japan’s good eco-

nomic performance. thus, a rapid rise in inflation in Ja-

pan is not to be expected, despite the fact that the 

output gap is now positive. Inflation will probably only 

begin to increase meaningfully when companies have 

more confidence in the outlook for the Japanese econ-

omy.

Inflation

Ø 10 years1 Inflation2 Core inflation3

3/2017 4/2017 5/2017 6/2017 3/2017 4/2017 5/2017 6/2017

United States 1.8 2.4 2.2 1.9 – 2.0 1.9 1.7 –

Eurozone 1.4 1.5 1.9 1.4 1.3 0.7 1.3 0.9 1.1

   Germany 1.3 1.6 2.0 1.5 1.6 1.4 1.3 1.5 1.6

   France 1.2 1.1 1.2 0.8 0.7 – – – –

   Italy 1.5 1.4 1.9 1.4 1.2 0.7 1.1 0.7 0.9

   Spain 1.5 2.3 2.5 1.9 1.5 0.9 1.2 1.0 1.2

United Kingdom 2.3 2.3 2.7 2.9 – 1.8 2.4 2.6 –

Switzerland 0.1 0.6 0.4 0.5 0.2 0.1 0.1 0.2 0.2

Japan 0.3 0.2 0.4 0.4 – 0.0 0.0 0.1 –

Canada 1.6 1.6 1.6 1.3 – 1.3 1.1 0.9 –

Australia 2.4 2.1 – – – 1.5 – – –

Brazil 6.2 4.6 4.1 3.6 3.0 5.5 5.0 4.5 4.2

Russia 9.1 4.3 4.1 4.1 4.3 4.5 4.1 3.8 3.5

India 7.8 3.9 3.0 2.2 1.5 – – – –

China 0.0 1.2 1.2 1.5 1.5 2.0 2.1 2.1 2.2

Advanced economies4 1.5 1.8 1.9 1.6 1.5 1.3 1.4 1.3 1.4

Emerging economies4 3.5 0.9 0.8 0.9 0.8 2.7 2.7 2.6 2.6

World economy4 2.4 1.4 1.4 1.3 1.2 1.7 1.7 1.6 1.7

1  Average annual consumer price inflation, in percent.
2  Year-on-year change of the consumer price index (CPI), in percent.
3  Core inflation is a measure of inflation that excludes certain items that can experience volatile price movements, such as energy and  
   certain food items; year-on-year change of the core consumer price index, in percent.
4  Calculations are based on nominal GDP weights derived from purchasing power parity exchange rates. 

Source: Thomson Reuters Datastream, Wellershoff & Partners

Inflation overview
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners

−6

−4

−2

0

2

4

in
 p

er
ce

nt
ag

e 
po

in
ts

2002 2004 2006 2008 2010 2012 2014 2016 2018

EURUSD USDJPY GBPUSD EURCHF USDCHF

Interest rate differentials

Interest rates

Current 
exchange 

 rate

Interest rate differentials 3 months1 Interest rate differentials 12 months1

Current 1 year ago Ø 5 years Ø 10 years Current 1 year ago Ø 5 years Ø 10 years

EURUSD 1.142 1.68 0.96 0.49 -0.10 1.95 1.38 0.72 0.02

USDJPY 113.1 -1.32 -0.72 -0.38 -0.65 -1.64 -1.24 -0.67 -0.86

GBPUSD 1.289 1.01 0.18 -0.05 -0.51 1.10 0.47 0.01 -0.50

EURCHF 1.101 -0.35 -0.49 -0.35 -0.76 -0.29 -0.48 -0.40 -0.84

USDCHF 0.964 -2.03 -1.45 -0.83 -0.66 -2.24 -1.87 -1.12 -0.86

GBPCHF 1.243 -1.02 -1.27 -0.89 -1.17 -1.14 -1.39 -1.11 -1.35

CHFJPY 117.3 0.71 0.73 0.46 0.00 0.60 0.63 0.45 -0.01

AUDUSD 0.767 -0.20 -0.95 -1.76 -2.55 0.18 -0.21 -1.18 -2.06
USDCAD 1.282 -0.12 0.20 0.63 0.51 -0.23 -0.21 0.35 0.29

USDSEK 8.416 -1.85 -1.31 -0.19 0.37 -2.04 -1.46 -0.36 0.25

USDRUB 60.1 7.60 9.67 9.34 8.08 7.15 8.96 8.80 8.16

USDBRL 3.234 7.87 13.38 10.78 10.10 6.81 11.86 10.38 9.90

USDCNY 6.787 3.02 2.23 3.53 2.83 2.66 1.76 3.17 2.52

USDTRY 3.576 11.43 8.69 8.97 9.42 11.10 8.29 8.84 9.59

USDINR 64.56 7.47 7.47 8.65 7.43 5.42 5.71 6.65 4.69

1  The gap in interest rates between the second currency and the first one, in percentage points; e.g. US dollar minus euro for EURUSD.

Interest rate differentials overview
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Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners
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FX markets

Current 
exchange 

rate

Performance1 Purchasing Power Parity2

YTD 3 months 1 year 5 years PPP Neutral territory Deviation3

EURUSD 1.142 8.3 7.5 3.2 -6.3 1.30 1.15 - 1.46 -12.4

USDJPY 113.1 -3.1 3.5 8.1 42.7 90.6 60.2 - 120.9 24.8

GBPUSD 1.289 4.3 3.0 -2.2 -16.3 1.62 1.42 - 1.82 -20.4

EURCHF 1.101 2.7 3.1 0.7 -8.3 1.18 1.06 - 1.31 -7.1

USDCHF 0.964 -5.1 -4.0 -2.4 -2.2 0.93 0.70 - 1.17 3.2

GBPCHF 1.243 -1.1 -1.2 -4.6 -18.1 1.49 1.21 - 1.76 -16.4

CHFJPY 117.3 2.2 7.9 10.8 45.8 89.9 74.6 - 105.2 30.4

AUDUSD 0.767 6.0 1.2 0.7 -24.1 0.72 0.60 - 0.83 7.3

USDCAD 1.282 -4.4 -3.3 -1.6 25.1 1.21 1.14 - 1.29 5.6

USDSEK 8.416 -7.4 -6.8 -1.2 19.4 7.32 6.38 - 8.25 15.0

USDRUB 60.1 -1.5 6.9 -6.0 83.4 42.4 34.0 - 50.7 42.0

USDBRL 3.234 -0.6 3.5 -1.3 57.7 2.83 2.32 - 3.34 14.3

USDCNY 6.787 -2.3 -1.4 1.5 6.5 6.80 6.57 - 7.03 -0.2

USDTRY 3.576 1.7 -2.4 23.6 96.1 2.85 2.61 - 3.09 25.5

USDINR 64.56 -4.9 0.2 -3.9 15.5 71.4 67.8 - 75.0 -9.6

1  Performance over the respective period of time, in percent.
2  Purchasing power parity (PPP) is estimated based on the relative development of inflation rates in two currency markets;
   the neutral territory is determined by +/- 1 standard deviation of the historical variation around the PPP value.
3  Deviation of the current spot rate from PPP, in percent.

Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners

robust form. Compared to its G-10 peers, the euro has 

gained a solid 4 percent since the year began. It traded 

at just over 1.10 Swiss francs for the first time in a year 

recently. the euro has also been showing its strength 

versus the US dollar, meanwhile costing just over 1.14 

USD – and this despite the Fed’s interest rate hike of 25 

basis points in June. the relief after the benign outcome 

of the French presidential election and the Eurozone’s 

solid economic performance, as highlighted by ECB 

President Mario Draghi, are reflected in the euro’s new-

found strength.

Despite the Swiss franc’s trade-weighted exchange rate 

rising due to a weaker US dollar, the Swiss national Bank 

has largely ceased its interventions on the currency mar-

kets. this withdrawal could be due to the franc’s lower 

relative overvaluation when adjusted for inflation, and 

to the reduced political risks in Europe generally after 

the French elections. Continued restraint in the expan-

sion of the money supply would appear likely in the com-

ing months. It is even possible that the end of negative 

interest rates in Switzerland might come sooner than 

generally expected.

As we went to press, the euro showed itself to be in 

FX overview
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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FX volatility

Source: Bloomberg, Thomson Reuters Datastream, QCAM Currency Asset Management, Wellershoff & Partners
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QCAM volatility indicator3

Current 
exchange 

rate

Volatility 3 months1 Volatility 12 months1

Historical Implied Ø 5 years2 Ø 10 years2 Historical Implied Ø 5 years2 Ø 10 years2

EURUSD 1.142 7.0 6.9 8.7 10.6 7.6 7.5 9.1 10.9

USDJPY 113.1 8.2 8.3 9.9 11.0 10.5 9.3 10.3 11.4

GBPUSD 1.289 8.3 7.7 8.3 9.9 9.9 8.7 8.8 10.4

EURCHF 1.101 4.6 4.6 5.5 6.4 4.4 5.1 6.3 6.8

USDCHF 0.964 6.3 6.7 8.9 10.6 7.2 7.5 9.5 10.9

GBPCHF 1.243 8.5 7.5 8.7 10.3 9.4 8.4 9.2 10.7

CHFJPY 117.3 8.3 8.3 10.2 11.7 9.0 9.4 10.9 12.2

AUDUSD 0.767 7.4 7.8 10.1 12.6 8.9 9.2 10.7 12.9
USDCAD 1.282 7.0 6.9 7.8 9.9 7.6 7.4 8.2 10.3

USDSEK 8.416 8.8 8.0 10.1 12.6 8.9 8.7 10.6 12.8

USDRUB 60.1 11.5 13.9 16.1 14.2 13.6 14.2 16.4 15.2

USDBRL 3.234 19.7 13.2 14.7 15.6 15.2 13.8 15.1 16.1

USDCNY 6.787 2.1 3.1 3.2 3.1 2.5 4.2 4.2 4.8

USDTRY 3.576 9.8 11.9 11.7 13.4 12.7 13.5 13.0 14.5

USDINR 64.56 3.6 5.3 8.4 9.6 3.7 6.8 9.6 10.5

3  The QCAM volatility indicator measures general volatility in global FX markets; the indicator is based on historical volatility
   of the main exchange rates, which are weighted by trading volume.

1  Annualized volatility, in percent.      2  Average of implied volatility.

FX volatility overview
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Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners
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Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners
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Performance of selected Swiss asset classes

Financial markets

Performance in either local curreny or USD1 Performance in CHF1

YTD 3 months 1 year 5 years YTD 3 months 1 year 5 years

Swiss money market -0.3 -0.2 -0.7 -1.4 -0.3 -0.2 -0.7 -1.4

Swiss government bonds -1.6 -2.4 -6.2 8.1 -1.6 -2.4 -6.2 8.1

Swiss corporate bonds -0.5 -1.4 -3.0 9.4 -0.5 -1.4 -3.0 9.4

Swiss equities (SMI) 13.2 5.3 14.3 70.9 13.2 5.3 14.3 70.9

European equities (Stoxx600) 9.2 2.6 18.3 77.5 12.2 6.1 19.8 63.2

UK equities (Ftse100) 6.2 2.2 15.5 57.8 5.2 0.5 10.9 28.6

Japanese equities (Topix) 7.9 10.5 28.7 140.6 5.5 2.0 15.3 64.6

US equities (S&P 500) 10.3 5.4 15.9 100.3 4.6 1.2 13.9 96.2
Emerging markets equities 21.2 8.2 23.8 27.5 15.0 3.8 21.6 24.9

Global equities (MSCI World) 12.0 6.2 17.2 79.3 6.2 2.0 15.1 75.6

Swiss real estate 8.3 1.7 6.8 34.1 8.3 1.7 6.8 34.1

Global real estate 3.2 -1.3 -3.1 43.8 -2.1 -5.3 -4.8 40.8

Commodities -5.6 -4.2 -5.5 -41.1 -10.4 -8.1 -7.2 -42.3

Brent oil -15.8 -14.7 -0.2 -53.3 -20.1 -18.1 -1.9 -54.2

Gold 5.6 -5.0 -9.0 -23.2 0.1 -8.8 -10.6 -24.8

1  Performance over the respective period of time, in percent.

Performance overview
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Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners
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Legal Disclaimer

This report has been prepared and published by QCAM Currency Asset  
Management AG and Wellershoff & Partners Ltd. The analysis contained herein 
is based on numerous assumptions. Different assumptions could result in mate-
rially different results. Although all information and opinions expressed in this 
document were obtained from sources believed to be reliable and in good faith, 
no representation or warranty, express or implied, is made as to its accuracy or 
completeness. All information and opinions indicated are subject to change with-
out notice. This document may not be reproduced or circulated without the pri-
or authorization of QCAM Currency Asset Management AG or Wellershoff & 
Partners Ltd. Neither QCAM Currency Asset Management AG nor Wellershoff & 
Partners Ltd. will be liable for any claims or lawsuits from any third parties  
arising from the use or distribution of this document. This report is for distribu-
tion only under such circumstances as may be permitted by applicable law.

number of the month

Venezuela’s inflation rate should hit 700 percent this 

year, according to estimates from the IMF. Given the 

Bolivar’s collapsing value, conditions have been ripe for 

cryptocurrencies to gain a foothold, despite their high 

volatility. And so they have. Bitcoin has become the most 

important parallel currency in Venezuela, doubling its 

trading volume in the past two months.

700 percent


