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QCAM Insight

Nanika atta with the yen?

The yen has been one of the better performing cur-

rencies this year. Certainly, Japan’s currency has no 

particular intrinsic appeal, nor is it a safe haven cur-

rency like the Swiss franc. However, uncertainty is 

toxic for the yen carry trade and we think uncertain-

ty may last a bit longer. 

The first half of 2019 was anything but boring. The trade 

war between the US and China intensified, fueling reces-

sion fears. In response, the Fed shifted its interest rate out-

look, gradually moving from a policy of tightening to one of 

easing. Equity and bond markets welcomed the prospect 

of lower interest rates but currency markets remained un-

moved. Overall, the US dollar has held up well despite the 

dovish shift in Fed policy. Among the major currencies, how-

ever, the Japanese yen has been a winner, gaining nearly 2 

percent versus the dollar so far this year. The question now 

is, is this spurt built on improved fundamentals or is it just 

a temporary phenomenon?

Yen is cheap – so what?

One strong buying argument for the yen is its attractive 

valuation. Our purchasing-power-parity calculations show 

that the yen is undervalued by roughly 25 percent versus 

the dollar (see page 15), which is much more than the euro 

is. However, while valuation can be a force over time, it 

typically needs a trigger. Japan has a large and rising cur-

rent account surplus. This is a plus, but nothing new. In-

deed, Japan has also large FDI outflows, which largely off-

set the current account surplus. 

There is also no particular good news on the economic 

front in Japan. Prime minister Abe has been careful to keep 

Japan out of the crossfire between the US and China, but 

that has not spared the Japanese economy from knock-on 

effects. The manufacturing sector has been hit hard and 

the overall economy is close to recession. Thus, the Bank 

of Japan (BoJ) is set to keep monetary policy easy.

Precarious debt-funding scheme

The yen is a big short for those who think that public debt, 

and its funding, still matter. Japan has racked up a public 

debt mountain of nearly 240 percent of GDP and con-

tinues to run an annual fiscal deficit of more than 3 per-

cent of GDP. The funding of the debt and deficit depends 

on the BoJ, which holds government debt worth 85 per-

cent of GDP. At the current pace, it adds another 10 per-

cent of GDP per year. Public debt levels and central bank 

holdings of government debt in the US and the Eurozone, 

Bernhard Eschweiler, PhD, Senior Economist

QCAM Currency Asset Management AG
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though large as well, appear modest when compared to 

Japan.

The BoJ funds the expansion of its balance sheet with 

deposits from domestic banks (see chart). Moral suasion 

can probably prevent a run on the BoJ, but the banking 

system will become increasingly nervous about its expo-

sure to public debt as BoJ holdings of government bonds 

rise further. It is not clear how and when this public debt 

funding scheme will end, but we think it is unlikely to be 

positive for the yen. 

Uncertainty is toxic for the carry trade

Against this backdrop, it is surprising how well the yen is 

doing, especially since its economic fundamentals and pol-

icy orientation are not typical for a safe-haven currency 

like the Swiss franc. The main reason for the yen’s posi-

tive performance lies in its key characteristic, namely as 

funding currency in the so-called Yen carry trade.

Stable low interest rates in Japan versus the dollar and 

other higher-yielding currencies are a prerequisite for the 

Yen carry trade. The recent shift in the Fed’s interest rate 

projections changed the carry arithmetic, but only tem-

porarily, since US interest rates remain significantly above 

those of Japan.

Certainty is a factor still more important than the in-

terest rate differential. Investors are less likely to short 

the yen and go long on higher-yielding currencies if eco-

nomic and market conditions are uncertain. The resump-

tion of trade talks between the US and China and the mon-

etary policy support pledged by the Fed and other major 

central banks provide some relief. Still, damage has al-

ready been done to the global economy and uncertainty 

is likely to prevail until economic surveys and activity data 

signal a clear turn for the better.  As long as this is not the 

case, we think the yen is likely to do well. 
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Although China and the US are returning to the nego-

tiating table, significant economic and political risks 

persist. The global economic situation remains fragile. 

Germany’s economy in particular is faltering. Thanks 

to German consumers’ continued spending and to the 

solid growth in the construction industry, no crash is 

in sight, for now.

As the third quarter begins, the global economic outlook 

remains spellbound by political risks. The harsh rhetoric 

between the US and Iran threatens to escalate, potential-

ly adding another conflict to a very troubled region. And 

armed conflict in the Persian Gulf would send the oil price 

skyward, which would burden an already fragile global 

economy. Meanwhile, the trade dispute between the US 

and China has already left skid marks on the economy. This 

is evident in recent data, which show that global trade has 

not recovered from the disruptions at the end of 2018.

No all-clear

The announcement at June’s G20 summit that China and 

the US are returning to the negotiating table can only be 

seen as good news. However, we think a quick fix to the 

Sino-American trade dispute is unlikely. Apart from eco-

nomic interests, both countries are vying for global dom-

inance on all fronts. Accordingly, both are likely to appear 

determined and resolute at the negotiations. Compro-

mises may prove elusive.

Thus, we cannot yet sound the all-clear for the global 

economy. In line with experience, industry, more than oth-

er sectors, suffers most from periods of heightened eco-

nomic uncertainty. In the US, the industrial sector has long 

been able to defy the global downtrend. But the latest 

data clearly shows that even US industrial companies are 

now also facing difficult times.

In other regions, industry has been struggling for years 

with some very tough issues. That is certainly the case in 

the Eurozone and above all lately in Germany, its longtime 

economic powerhouse. Germany’s industrial sector seems 

unable to recover from the deep disruption caused by the 

introduction of new EU vehicle emissions tests. Mean-

while, sentiment indicators are also suggesting a further 

slowdown ahead for industry. The Ifo Business Climate 

Index slipped again in June. The ESA sentiment barome-

ter issued by the European Commission, shows that in-

dustry sentiment fell below its long-term average for the 

first time in years.

Weak second quarter in Germany

At the beginning of the year, some special factors sweet-

ened Germany’s growth data and compensated for indus-

try’s weakness. For one thing, the construction sector ex-

panded briskly thanks to extended mild weather. 

Additionally, fiscal measures and a late-March bounce in 

expectations for Brexit-related benefits also helped re-

cord solid quarter-over-quarter growth of 0.4 percent. 

However, the broad economic trend, plainly visible in sen-

timent indicators and new orders, was downward in the 

first quarter of this year. Slippage continued In the sec-

ond quarter, as well. At the same time, the special factors 

that helped growth in Q1 have vanished. Meanwhile, in-

dustry continues to disappoint and foreign trade has 

German economy 
still struggling

The macro perspective
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weakened as well. Unsurprisingly, from April to June, quar-

terly growth contracted in Germany. If growth were to 

fall below -0.2 percent, Germany would post negative an-

nual growth for the first time in history.

So, are we seeing the beginning of a growth slump? Are 

even more negative growth rates ahead? To be clear, we 

are not presently expecting such a scenario. Admittedly, 

the demand slowdown on the global market coupled with 

weakened industry will continue to burden Germany’s 

economy. And occasional negative quarters can’t be ex-

cluded, but the country’s solid domestic economy is like-

ly to prevent the worst. So far, waning export momentum 

has not yet hit the domestic economy. Many Germans 

continue to benefit from the good labor market conditions 

and rising incomes due to some recent favorable collec-

tive bargaining agreements. Prospects for private con-

sumption are correspondingly solid, which will benefit ser-

vice providers, above all. For example, the retail sector is 

likely to continue its moderate expansion this year. Fur-

ther growth impulses can also be expected from the con-

struction sector. As is the case elsewhere in the Eurozone, 

Germany’s construction sector continues to expand.
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Over the past month the US dollar slipped a bit from 

this year’s peaks, but it still remains highly valued 

against a broad range of currencies. While currency 

markets typically focus on interest rate expectations 

and differentials, we think big valuation gaps between 

currencies reflect many other, large factors. We con-

tinue to see opportunities in emerging market FX. 

Regular readers know our view: we see no reliable evi-

dence that interest rates are relevant for currency fore-

casts. That many textbooks still make this claim is evidence, 

to us, of the long reach of a bygone era. There is even less 

evidence that either central banks or the markets can re-

liably forecast interest rates. Even the august US Federal 

Reserve warns that its famous “dot plots,” which Fed mem-

bers use to indicate the direction of interest rates, have 

no predictive power. They merely reflect the best guess-

es of the participants; the future may turn out to be very 

different.

And even if we could forecast interest rates accurate-

ly, this knowledge would be of little help in forecasting 

currency market developments because the link between 

interest rates and FX moves is tenuous. If high interest 

rates could be relied upon to cause currencies to appre-

ciate, then the Argentine peso and the Turkish lira would 

be the strongest in the world today. And if low interest 

rates always led to currency depreciation, then the Swiss 

franc should have weakened massively lately. There is ob-

viously more going on here than mere interest rate dif-

ferentials.

Emerging market currencies still cheap relative to the 

US dollar

Our preferred currency assessment tool, purchase power 

parity (PPP), compares producer price inflation between 

currency pairs. Our chart, which excludes the CNY from 

the emerging market currency basket, shows that EM cur-

rencies are still very cheap against the US dollar. The de-

gree of undervaluation was around 30 percent last sum-

mer; today it’s nearer to 20 percent. We would also point 

out that this group of currencies has tended to remain 

cheap or expensive versus the dollar for long periods – usu-

ally for years at a time. In other words, these are not short 

cycles. A sudden shift closer to their collective purchasing 

power parity reference rates is rare but always possible. 

The last time this happened was at the onset of the global 

financial crisis. This is when purchasing power parity pro-

vides useful guidance. 

Today, the probability that the US dollar will be able to 

sustain a further significant appreciation against the 

emerging market currencies from current levels is much 

lower than the likelihood of a move in the other direction 

– that is, a move toward a “fairer” value, in PPP terms. If 

this were not the case, this valuation gap would create 

“physical arbitrage” opportunities, as goods and factories 

shift to the cheaper regions. Such valuation gaps would 

not be closed by the Fed tinkering with interest rates. As 

we said at the start, the economic forces that drive cur-

rency valuations are much bigger than short-term inter-

est rate differentials.

Opportunities in emerging 
market currencies

FX market talk
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The impact of the index inclusion of Chinese assets 

The US dollar remains markedly overvalued against a bas-

ket of emerging market currencies typically tracked in in-

ternational benchmark indices for local-currency govern-

ment bonds. Typically, this basket excludes the Chinese 

renminbi but Chinese government bonds denominated 

in renminbi are gradually being phased into international 

benchmarks, which will obviously change the character-

istics of these indices. This is because over the last few 

decades, China has had lower inflation than the emerging 

markets. Our analysis also shows that Chinese govern-

ment bonds display a greater correlation with developed 

market bonds than with emerging market bonds. It turns 

out China’s currency and bond markets are “more DM 

than EM.”  

While one can fairly question what the economic label 

“emerging” means these days, for the record it is worth 

noting that the International Monetary Fund, where Chi-

na has a seat on the board, classifies that country as part 

of its “emerging and developing economies” group. And 

Chinese equities are still tracked on MSCI’s “emerging” 

index. In any case, the future inclusion of the renminbi in 

the emerging market indices is likely to reduce the infla-

tion differential between the emerging markets and the 

dollar area, thereby minimizing the depreciation trend of 

emerging market currencies against the dollar.
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est buyer of their exports. A slowdown in the Middle 

Kingdom thus casts a large shadow over Asia’s econom-

ic prospects. Since the beginning of 2018, the major 

Asian countries’ growth in exports to China has clearly 

trended downward. Japan is particularly hard hit, as is 

evident in the Tankan Manufacturing Index, which again 

slipped significantly lately. South Korea’s economy has 

also stalled due to slack demand from China. The eco-

nomic outlook has grown so gloomy that Seoul is think-

ing of launching a stimulus package.

Switzerland’s industrial sector is increasingly a cause 

for concern. In June, the purchasing managers index fell 

to its lowest level since October 2012. The downtrend 

from previous months thus continued unabated. Other 

sentiment barometers also noted industry’s flagging dy-

namism. For example, the Business Tendency Survey is-

sued by KOF also showed significant slippage.

Switzerland is not alone in this predicament. Around 

the world, sentiment in industry has cooled further. Chi-

na’s Caixin manufacturing PMI fell below 50 in June, 

pointing to a decline in industrial output. For many coun-

tries in East and Southeast Asia, China is by far the larg-

Economic activity

Trend 
growth1

Real GDP growth2 W&P economic sentiment indicators3

Q3/2018 Q4/2018 Q1/2019 Q2/2019 3/2019 4/2019 5/2019 6/2019

United States 1.7 3.0 3.0 3.2 – 3.1 2.7 2.8 2.5

Eurozone 1.0 1.7 1.2 1.2 – 2.2 1.9 2.1 1.9

   Germany 1.4 1.2 0.6 0.7 – 2.4 2.2 2.3 1.8

   France 0.7 1.5 1.2 1.2 – 1.6 1.5 1.9 1.8

   Italy 0.2 0.5 0.0 -0.1 – 0.6 0.4 0.7 0.5

   Spain 1.6 2.5 2.3 2.4 – 2.6 2.3 2.5 2.4

United Kingdom 1.8 1.6 1.4 1.8 – 1.8 1.6 1.1 1.1

Switzerland 1.5 2.4 1.5 1.7 – 2.0 1.9 2.0 1.9

Japan 0.4 0.2 0.3 0.9 – 2.0 1.9 1.8 1.8

Canada 1.6 2.0 1.6 1.3 – 1.3 0.7 1.1 1.6

Australia 2.4 2.8 2.4 1.8 – 2.5 2.6 2.7 2.7

Brazil 1.4 1.3 1.1 0.4 – 1.4 0.8 1.0 –

Russia 0.1 2.2 2.7 0.5 – 2.7 1.8 0.0 -1.1

India 7.7 7.0 6.6 5.8 – 6.8 6.7 6.8 6.7

China 7.4 6.5 6.4 6.4 – 6.7 6.4 6.3 5.9

Advanced economies4 1.4 2.2 2.0 2.1 – 2.6 2.4 2.4 2.2

Emerging economies4 6.0 5.2 4.9 4.5 – 5.1 4.7 4.6 4.4

World economy4 3.5 3.8 3.5 3.4 – 3.9 3.5 3.5 3.2

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
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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 24.0 24.5 -2.3 -2.4 105.7 110.3 -5.3 -6.6 4.9 3.7

Eurozone 16.1 15.6 3.8 – 109.2 – -1.8 – 10.0 7.5

   Germany 4.7 4.5 7.9 7.3 76.2 66.5 1.0 0.9 6.0 5.0

   France 3.3 3.2 -0.6 0.0 121.8 124.1 -3.3 -3.2 9.5 8.4

   Italy 2.5 2.3 2.3 2.6 155.5 151.0 -2.5 -2.4 11.6 10.4

   Spain 1.7 1.6 1.5 0.8 115.9 113.0 -4.3 -2.0 19.7 13.6

United Kingdom 3.6 3.2 -4.5 -5.6 113.7 112.4 -3.2 -2.1 4.7 3.1

Switzerland 0.9 0.8 9.2 9.6 42.7 40.3 0.7 1.4 3.1 2.1

Japan 6.1 5.9 3.1 3.0 220.8 225.6 -3.6 -2.5 3.1 2.4

Canada 2.1 2.0 -2.9 -3.1 89.9 88.0 -0.2 -0.6 6.6 5.5

Australia 1.7 1.6 -3.1 -2.1 38.7 41.1 -2.2 -1.5 5.7 5.2

China 14.8 16.3 1.7 0.4 44.5 55.4 -3.2 -6.1 4.0 –

Brazil 2.5 2.2 -1.9 -1.7 77.0 90.4 -7.9 -7.3 10.3 12.3

India 3.0 3.4 -1.5 -2.5 69.3 69.0 -7.0 -6.9 – –

Russia 2.0 1.8 3.8 5.7 15.6 13.8 -1.4 1.0 5.3 4.5

Source: Thomson Reuters Datastream, Wellershoff & Partners
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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In Switzerland, core prices increased in June about 

0.7 percent compared to a year ago, slightly higher than 

in previous months. Here, too, no further surge in pric-

es is expected in the coming months. On the contrary, 

the recent economic slowdown and the franc’s uptick 

against the major currencies – due to lower import pric-

es – should bring Swiss inflation closer to zero in the 

short term.

Inflation in the US has waned recently, despite low un-

employment and rising wages. We think the at least tem-

porary suspension of US tariffs on Chinese imports 

makes any inflation surprises unlikely in the coming 

months. This moderate inflationary pressure gives the 

Fed a lot of leeway in monetary policy. The same is true 

for the Eurozone, where core inflation was just 1.1 per-

cent in June, well below the European Central Bank’s 

inflation target of just under 2 percent. The ECB has 

also stated its intention to keep interest rates at their 

current low level, at least until mid-2020.

Inflation

Ø 10 years1 Inflation2 Core inflation3

2/2019 3/2019 4/2019 5/2019 2/2019 3/2019 4/2019 5/2019

United States 1.6 1.9 2.0 1.8 – 2.0 2.1 2.0 –

Eurozone 1.3 1.4 1.7 1.2 1.2 0.8 1.3 0.8 1.0

   Germany 1.3 1.3 2.0 1.4 1.6 1.3 1.5 1.4 –

   France 1.1 1.1 1.3 0.9 1.2 0.5 0.7 0.5 –

   Italy 1.2 1.0 1.1 0.8 0.8 0.4 0.6 0.4 0.5

   Spain 1.2 1.3 1.5 0.8 0.4 0.7 0.9 0.7 –

United Kingdom 2.2 1.9 2.1 2.0 – 1.8 1.8 1.7 –

Switzerland 0.0 0.7 0.7 0.6 0.6 0.5 0.5 0.6 0.7

Japan 0.3 0.5 0.9 0.8 – 0.5 0.6 0.5 –

Canada 1.6 1.9 2.0 2.4 – 1.6 1.5 2.0 –

Australia 2.1 1.3 – – – 1.3 – – –

Brazil 5.9 4.6 4.9 4.7 3.4 3.8 4.0 3.9 –

Russia 7.2 5.3 5.2 5.1 4.6 4.6 4.6 4.7 4.6

India 7.0 2.9 3.0 3.0 – – – – –

China 2.4 2.3 2.5 2.7 1.5 1.8 1.7 1.6 1.6

Advanced economies4 1.4 1.5 1.8 1.5 1.5 1.4 1.6 1.4 1.5

Emerging economies4 4.3 2.9 3.1 3.2 3.0 2.4 2.3 2.2 2.2

World economy4 2.7 2.2 2.4 2.4 2.3 1.6 1.7 1.6 1.6

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: Thomson Reuters Datastream, Wellershoff & Partners
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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 1.121 2.78 2.69 1.40 0.55 2.52 3.00 1.69 0.71

USDJPY 108.8 -2.50 -2.37 -1.17 -0.65 -2.27 -2.65 -1.49 -0.91

GBPUSD 1.247 1.65 1.71 0.61 0.12 1.37 1.83 0.72 0.14

EURCHF 1.113 -0.36 -0.38 -0.43 -0.48 -0.36 -0.29 -0.42 -0.58

USDCHF 0.994 -3.14 -3.07 -1.84 -1.03 -2.88 -3.29 -2.11 -1.29

GBPCHF 1.239 -1.49 -1.36 -1.22 -0.91 -1.51 -1.46 -1.39 -1.15

CHFJPY 109.5 0.64 0.70 0.66 0.38 0.61 0.63 0.62 0.38

AUDUSD 0.693 1.34 0.84 -0.55 -1.92 1.44 1.22 -0.04 -1.40

USDCAD 1.313 -0.44 -0.58 0.11 0.44 -0.20 -0.63 -0.12 0.24

USDSEK 9.475 -2.52 -2.79 -1.50 -0.24 -2.18 -2.98 -1.69 -0.40

USDRUB 63.8 5.30 3.86 8.63 7.51 5.20 3.79 8.11 7.18

USDBRL 3.807 13.54 13.54 12.17 9.83 3.76 4.82 8.86 9.05

USDCNY 6.885 0.50 2.02 2.54 3.07 0.88 1.63 2.26 2.69

USDTRY 5.722 24.29 16.93 12.92 10.46 25.34 17.67 12.86 10.52

USDINR 68.55 7.47 7.47 8.21 7.97 3.82 4.47 5.80 6.06

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: 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 1.121 -2.0 -0.4 -4.7 -17.8 1.28 1.11 - 1.45 -12.6

USDJPY 108.8 -0.9 -2.0 -1.8 7.0 85.9 70.8 - 101 26.6

GBPUSD 1.247 -2.1 -4.8 -6.0 -27.3 1.59 1.42 - 1.81 -21.6

EURCHF 1.113 -1.2 -1.3 -4.4 -8.4 1.18 1.1 - 1.27 -5.9

USDCHF 0.994 0.8 -0.9 0.3 11.5 0.92 0.81 - 1.04 7.6

GBPCHF 1.239 -1.3 -5.6 -5.7 -18.9 1.47 1.27 - 1.67 -15.7

CHFJPY 109.5 -1.6 -1.1 -2.1 -4.1 93.1 78.7 - 107.4 17.6

AUDUSD 0.693 -1.6 -3.0 -7.2 -26.3 0.71 0.6 - 0.86 -2.0

USDCAD 1.313 -3.9 -1.5 0.3 23.3 1.21 1.11 - 1.31 8.5

USDSEK 9.475 6.9 2.1 8.7 39.7 7.59 6.54 - 8.63 24.9

USDRUB 63.8 -8.0 -0.9 1.8 88.0 46.6 37.1 - 56.2 36.9

USDBRL 3.807 -1.8 -0.5 -1.4 71.8 3.03 2.47 - 3.59 25.7

USDCNY 6.885 0.3 2.5 4.0 11.0 6.26 6.03 - 6.48 10.0

USDTRY 5.722 7.6 0.5 25.5 170.0 4.17 3.77 - 4.58 37.2

USDINR 68.55 -1.8 -0.8 -0.3 14.7 67.9 63.7 - 72.2 0.9

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: Thomson Reuters Datastream, Wellershoff & Partners

In fact, the Chinese currency has shed more than 7 

percent in value over the past 12 months. That said, the 

exchange rate has remained relatively constant, reflect-

ing the stalemated negotiations. After the principals 

agreed to resume negotiations, the dollar/renminbi ex-

change rate can be seen once again as a measure of the 

state of these negotiations. 

Meanwhile, purchasing power parity comparisons 

signal that the dollar is still overvalued against the ren-

minbi. And despite weakening in June, the greenback is 

also still overvalued against the pound and the yen, again 

in purchasing power parity terms.

As it did in April, the Swiss franc strengthened in May 

against the major currencies. It rose about 1.5% against 

the US dollar, the pound and the yen, and 0.5% versus 

the euro. The franc once again benefited from investors’ 

heightened risk aversion.

The US-China trade conflict has put the dollar/ren-

minbi currency pair under increased scrutiny lately. The 

People’s Bank of China firmly controls the renminbi’s 

exchange rate, which must not deviate by more than 2 

percent from the bank’s defined value. Because of this 

tight control, China is suspected of using the exchange 

rate as a weapon in the trade dispute. 

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

Source: 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 1.121 5.1 5.4 8.4 9.5 6.4 6.2 8.6 10.1

USDJPY 108.8 5.3 6.6 9.0 9.9 6.1 7.1 9.4 10.8

GBPUSD 1.247 7.6 7.0 9.1 9.3 8.3 9.6 9.3 9.9

EURCHF 1.113 4.0 4.4 6.0 6.2 4.7 5.0 6.6 6.9

USDCHF 0.994 5.2 5.5 8.3 9.6 5.7 6.2 8.8 10.1

GBPCHF 1.239 7.4 6.9 9.2 9.4 7.8 9.2 9.4 10.0

CHFJPY 109.5 5.2 5.9 8.9 10.6 6.3 6.7 9.5 11.4

AUDUSD 0.693 6.8 7.3 9.7 11.1 8.3 8.3 10.3 11.8

USDCAD 1.313 5.3 5.4 7.9 8.7 6.2 6.1 8.2 9.2

USDSEK 9.475 7.9 7.7 9.7 11.4 8.8 8.3 10.0 11.9

USDRUB 63.8 8.1 9.7 17.0 14.3 10.6 11.6 17.2 15.1

USDBRL 3.807 13.0 13.5 15.8 14.8 14.7 13.7 15.9 15.5

USDCNY 6.885 3.3 4.9 4.5 3.4 4.3 5.5 5.3 4.4

USDTRY 5.722 19.4 19.2 14.8 13.3 27.7 23.3 15.8 14.6

USDINR 68.55 5.5 5.5 6.7 8.6 6.5 6.6 7.8 9.6

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: Thomson Reuters Datastream, Wellershoff & Partners
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Source: 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 -0.1 -0.7 -2.8 -0.3 -0.1 -0.7 -2.8

Swiss government bonds 4.5 3.0 6.4 15.3 4.5 3.0 6.4 15.3

Swiss corporate bonds 3.5 1.6 4.1 10.6 3.5 1.6 4.1 10.6

Swiss equities (SMI) 22.0 5.8 17.5 38.7 22.0 5.8 17.5 38.7

European equities (Stoxx600) 18.1 2.1 4.5 36.5 16.7 0.8 -0.1 25.1

UK equities (Ftse100) 14.9 2.7 2.4 37.7 13.3 -3.0 -3.4 11.7

Japanese equities (Topix) 6.8 -1.8 -5.8 39.0 8.6 -0.8 -3.8 44.1

US equities (S&P 500) 20.1 3.7 9.2 68.1 19.2 4.6 8.9 51.0

Emerging markets equities 9.8 -3.7 -0.2 12.6 8.9 -2.8 -0.5 1.1

Global equities (MSCI World) 18.3 2.9 5.6 43.3 17.3 3.8 5.3 28.8

Swiss real estate 14.7 2.5 12.7 39.1 14.7 2.5 12.7 39.1

Global real estate 18.1 3.2 11.1 35.5 17.2 4.1 10.7 21.7

Commodities 3.2 -4.7 -8.1 -39.7 2.3 -3.9 -8.4 -45.8

Brent oil 20.7 -10.3 -17.9 -40.4 19.8 -9.5 -18.1 -46.5

Gold 9.0 6.8 10.7 4.4 8.2 7.8 10.4 -6.2

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

Performance overview

19 | FX Monthly



Source: 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 materially 

different results. Although all information and opinions expressed in this document 

were obtained from sources believed to be reliable and in good faith, no represen-

tation or warranty, express or implied, is made as to its accuracy or completeness. 

All information and opinions indicated are subject to change without notice. This 

document may not be reproduced or circulated without the prior authorization of 

QCAM Currency Asset Management AG or Wellershoff & Partners Ltd. Neither 

QCAM Currency Asset Management AG nor Wellershoff & Partners Ltd. will be li-

able for any claims or lawsuits from any third parties arising from the use or distri-

bution of this document. This report is for distribution only under such circumstanc-

es as may be permitted by applicable law.

Number of the month

The Swiss franc rose to 1.1075 against the euro in June 

as tensions between the US and Iran stirred fears of 

armed conflict. Once again, the franc took on its famil-

iar role as a safe haven. Later in June, the euro rebound-

ed slightly as US-Iran tensions eased a bit. But if the 

franc ever were to appreciate sharply, for whatever rea-

son, and were to fall well below 1.10 , we would expect 

the SNB to intervene on currency markets. 

EURCHF 1.1075


