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QCAM Insight

The volatility void

Despite increased uncertainty, global FX volatility de-

clined this year. The main forces behind this seeming 

contradiction were central bank efforts to combat in-

stability and market participants selling volatility. 

These may well continue in 2020, but there is no guar-

antee. Global currency markets are vulnerable and po-

litical shocks, in particular, could disturb the calm.

Three-month implied global FX volatility has dropped from 

an average of 8.65 volatility points in December 2018 to 

6.21 in November. Volatility in G10 currencies was some-

what lower than in emerging market (EM) currencies, but 

the declines were similar. Volatility fell across all curren-

cies, with a few notable exceptions like the Argentine peso. 

Actual volatility fell to a similar degree as did implied vol-

atility (see page 17). 

The volatility puzzle

This year’s decline in FX volatility poses a puzzle. Typically, 

volatility declines when uncertainty abates and markets go 

into a risk-on mode. That was the case over the past two 

months but not earlier in the year. The two major uncertain-

ties were the trade conflict between the US and China, and 

Brexit. These were not just contained, local uncertainties but 

ones that unsettled the global economy as a whole.

 Yet FX volatility declined despite these profound uncer-

tainties (see chart). There was only a temporary uptick in Au-

gust, when the US-China trade conflict and concerns over 

Brexit reached a crescendo. But financial markets did not sim-

ply ignore the risks. There was a broad flight to safe assets like 

gold and low-risk government bonds. Equity markets were 

not crushed as investors anticipated monetary policy support, 

but the VIX had several spikes into risk-off territory.

Betting on central banks

So, why has FX volatility been so unresponsive to uncertain-

ty? The two key explanations are central bank actions and mar-

ket participants betting on central banks delivering stability.  

Since the 2008 financial crisis, central banks have been 

obsessed with scotching market instability early. The Fed, for 

example, justified its policy reversal – from projecting rate 

hikes of 75bps this year to actually cutting rates by 75bps – as 

insurance against potential risks from the trade conflict. And 

EM central banks have proactively accumulated massive re-

serves to dampen volatility around their FX targets.

FX market participants have had little appetite to bet 

against central banks. Exceptions are currencies whose cen-

Bernhard Eschweiler, PhD, Senior Economist

QCAM Currency Asset Management AG



FX Monthly | 2 

tral banks have an obviously weak hand, like Argentina’s peso 

or Turkey’s lira in 2018. On the contrary, in many cases, there 

is money to be made by betting on central banks and selling 

option volatility. This seems particularly attractive in a low-

yield environment when actual volatility falls in line with im-

plied volatility. Volatility-adjusted carry trades, for example, 

look still attractive even as interest rate differentials decline. 

Thus, market behavior reinforces central bank actions.

 

Calm on the surface but...

We would like to point out that global FX volatility has 

been trending lower since 2016. It may continue in 2020 

if central banks keep the upper hand and markets bet on 

the continuation of the same. However, the global ex-

change rate system is vulnerable. Fiscal and current ac-

count imbalances are high and rising higher. EM external 

debt, especially in USD, has increased significantly (Tur-

key in 2018 was not an exception). Italy is still a huge risk 

for the stability of the Euro-system. Finally, many exchange 

rates are well off their fair-value levels (see page 15).

So, what could unsettle the calm in FX markets in 2020? Eco-

nomics is a possible source of trouble but not a very likely 

one. Signs are mounting that the recent economic downturn 

is stabilizing. While a strong recovery seems unlikely, a mod-

erate growth pick-up is probably in the making. The US-Chi-

na trade conflict could re-escalate. Again, this is possible but 

it is not our most likely scenario because the Trump admin-

istration has an incentive to avoid unsettling the economy in 

the run-up to US elections next November.

However, the US election campaign itself is a possible 

source of uncertainty, for example, if the polls suggest a tight 

race between Trump and a left-leaning Democratic candidate. 

This uncertainty could spike at year-end if one of those Dem-

ocratic candidates actually wins the election. In Europe, the 

risk of a hard Brexit has not completely vanished, while at the 

same time other key countries appear to be slipping into po-

litical instability, for example, Germany. Finally, we have seen 

a near simultaneous eruption of political tensions in many 

countries around the globe that could escalate further. In sum, 

we would advise: Don’t throw away your safety belt just yet!
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What awaits us in the New Year? According to our 

most likely scenario, we have to be prepared for 

“more of the same.” Growth should remain positive 

but modest. The central banks will not change course 

for the time being. And politics will keep us busy.

2019 could be called the “Year of Recession Risk”. Through-

out the year, the possibility of a recession casted a shad-

ow on financial markets. But in the end, no recession 

emerged. Although growth was lower than in 2018, it re-

mained positive in most countries. We think a recession 

is also not in sight for the coming months either. But while 

leading indicators stabilized towards the end of the year, 

we also see no reason to expect a vigorous recovery.

In 2020, recession risks will not entirely disappear. It 

would take only a little push to send uncertainties higher 

again. For example, in many countries growth is current-

ly based on just a few pillars. In Switzerland over the past 

year, growth was primarily supported by the pharmaceu-

tical industry. In the third quarter, growth also benefited 

from exceptionally high weather-related energy produc-

tion. However, the rest of the economy is growing only 

very slowly, which is reflected in the low readings of lead-

ing indicators.

Growth in the US this year was mainly due to robust 

consumption. The uncertainty felt by many companies 

was reflected in the weak corporate investment. Even the 

latest sentiment data, from November, does not suggest 

that uncertainty will soon disappear. In the Eurozone, 

countries less exposed to global value chains, such as 

France and Spain, enjoyed good growth. Growth in China 

is more widely supported - with a recovery underway af-

ter the weakness evident at the beginning of the year.

Central banks will stick to their current policies

In this environment, it is widely expected that central 

banks will not deviate from their ultra-expansionary mon-

etary policy. However, “no change” means that their bal-

ance sheets will continue to expand. This is certainly true 

for the US, where the Federal Reserve has been pumping 

liquidity into the market since money market problems 

arose in September. It also applies to the European Cen-

tral Bank, which has resumed its asset purchasing pro-

gram. And it applies to the Swiss National Bank, too, if it 

has to prove its readiness to intervene in foreign exchange 

markets.

Although the economic outlook should improve in the 

short term, no quick return to higher interest rates should 

be expected, in our view. Central bank representatives 

have recently reiterated the importance of inflation ex-

pectations of economic actors and we think these expec-

tations will remain stable at the level of the inflation tar-

get. Recently, in fact, inflation expectations have regressed. 

We think the Federal Reserve, in particular, would prob-

ably tolerate inflation above its 2-percent target, at least 

for a period of time, in order to support inflation expecta-

tions.

Political topics remain in focus

Another thing is unlikely to change as we enter 2020: a 

lot of attention will be on political developments. We will 

still face two vexing issues of considerable economic im-

2020: Another year in limbo?

The macro perspective
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2020: Another year in limbo? portance – Brexit and the various global trade disputes. 

Even if Britain actually manages to leave the EU at the 

end of January, Brexit will continue to make headlines. 

That’s because the some quite crucial questions are sim-

ply ignored in the exit agreement. Meanwhile, the various 

global trade disputes have not yet been swept off the ta-

ble, even in the event that China and the US can agree on 

some kind of short-term mini-deal. We think the trend to-

wards protectionism is unlikely to reverse anytime soon.

Of course, political news in 2020 will also be dominat-

ed by the US presidential election in November. In the 

short term, this contest should be supportive of econom-

ic growth, as the incumbent government will do all it can 

to prevent an economic slowdown in the run-up to the 

election. Markets, we think, are unlikely to react strongly 

to the ebb and flow election forecasts. Even the ongoing 

impeachment process has hardly been noticed by the mar-

kets. In addition, Donald Trump’s election victory in 2016 

has demonstrated that not only are political predictions 

themselves difficult to make, but that predicting the im-

pact of an outcome on a specific scenario is also difficult. 

Back in 2016, most observers failed to foresee the elec-

tion of Donald Trump, nor did they anticipate a rise in pric-

es after his election.
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As we enter a new decade, the balance sheets of the 

issuers of government-backed currencies – the central 

banks – look very different from just a decade ago. Not 

only are they much larger as a share of GDP, but they 

now contain a far more diverse set of assets. The old 

rules are being amended. We enter the 2020s with cen-

tral banks apparently emboldened to tackle a broader 

range of problems, possibly even including climate 

change! And the door has opened to central banks even 

experimenting with digital versions of their currencies. 

The old decade closes with low FX volatility

As we put the finishing touches on this article, a key index 

measuring FX volatility for a basket of major currencies 

had fallen close to a decade low. This occurred despite a 

lot of uncertainty about global trade and a contraction in 

year-on-year trading volumes – in the past not the most 

bullish of signals for the currencies of the big exporters. 

One hypothesis for this low volatility is that the massive 

increase in central bank balance sheets has had a damp-

ening effect on the FX market – at least as far as the ma-

jors are concerned. The business and monetary policy cy-

cles in the emerging markets continue to be sufficiently 

different from those in the advanced economies, howev-

er, allowing for large misalignments to build up, with sig-

nificant spikes in volatility when crises erupt.

Low volatility in the majors should not hide the mis-

alignments that we have often flagged in this publication. 

Based on our calculations at the end of November 2019, 

the Japanese yen was undervalued by nearly 25 percent 

against the US dollar, and the euro was undervalued by 

around 13 percent. That currencies can move quickly in 

the direction of their fundamental value was seen recent-

ly in the case of Sterling after Britain received a further 

extension for leaving the EU. While misalignments can 

last for years, as in the case with the yen, large valuation 

gaps are ultimately unsustainable.

Political pressure can be one potential trigger for a cor-

rection – if the market does not move first. When President 

Trump started tweeting about the need for the Fed to cut 

rates to weaken the US dollar, some observers started look-

ing into how the US used to do currency interventions and 

which currencies it bought and sold in those endeavours. 

We concluded in a previous review of this topic that, rath-

er than doing it on their own, the US would be in a better 

position to weaken the dollar if they pursued a coherent 

strategy coordinated with its G7 partners. But with multi-

lateralism out of fashion in Washington and state activism 

back in a big way, we should probably not be surprised if 

the president once again instructed the US Treasury to try 

and weaken the dollar. For this reason, we advise readers 

that the recent low levels of FX volatility could quickly rise 

if the right constellation of forces emerged. Let’s face it: we 

are living in less predictable times.

Will the euro survive another decade?

The short answer is, probably yes. After a decade in which 

the head of the ECB promised to “do whatever it takes” to 

assure the common currency’s survival, a high standard 

has been set for a successor to do even more, if necessary. 

In her recent debut speech, the new president of the Eu-

ropean Central Bank, Christine Lagarde, called for more 

Looking ahead: FX in the 2020s

FX market talk
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government investment, consistent with the call for more 

state intervention—that is, to borrow more. 

We think it likely that the next big challenge to the euro 

will emerge if the next Eurozone recession is a severe one, 

because it will highlight many of the well-known fault lines 

in the project, and perhaps expose some other weakness-

es that we are currently not too preoccupied with. A glance 

at the chart shows that the euro ends half a decade on the 

cheap side of its purchasing power parity against the US 

dollar. The chart also shows that the Eurozone has achieved 

lower inflation than the US for an extended period. What 

this means is that the purchasing power parity of the euro 

is tending to appreciate against the US dollar. Over time, 

this trend is additional support for the euro to reverse some 

of its current weakness against the greenback.

The digital renminbi

Several central banks, including the People’s Bank of China, 

have announced that they are working on pilot projects to 

introduce a digital version of their currency. Looking ahead 

to the new decade, we do not yet know where this experi-

ment may lead. But the technology is already on hand to per-

mit a central bank, should it wish to do so, to make a digital 

version of its currency available for a digital wallet on a smart 

phone. China is already the world’s largest economy when 

measured in purchasing parity terms, and trend projections 

show that some time in the new decade it will also become 

the largest economy when measured in nominal US dollar 

terms. Thus, it seems only reasonable to conclude that Chi-

na’s currency will become much more widely available.

A digital renminbi in a digital wallet on a smart phone 

could be an attractive alternative in countries with weak 

currencies – especially if the renminbi continues to retain 

its low inflation credentials. Considering that there are 

one billion mobile phones in Africa, and that Africa pio-

neered mobile payments systems more than a decade ago, 

a digital renminbi, could have its attractions. As we look 

ahead to the coming decade, we think it is not too wide a 

stretch to imagine that the power of central banks is like-

ly to be boosted by digital versions of their money. 
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manufacturing remain low worldwide. This applies 

in particular to export-oriented economies like Ger-

many and Switzerland. Nonetheless, with the recent 

stabilization, the threat of recession seems banished 

for the time being. The situation looks better in Chi-

na and South Korea, too. In South Korea, the lead-

ing indicators reached a seven-month high, while in 

China the Caixin index hit its highest level in three 

years.

Third-quarter GDP figures for the developed coun-

tries were rather modest compared to previous 

years, but at least growth rates were in positive ter-

ritory. The stabilization of leading sentiment indica-

tors that emerged last month has largely persisted. 

In the US, both the ISM manufacturing and non-man-

ufacturing surveys were slightly lower in November 

than in October, but in the EU, both indicators were 

at comparable or even higher levels in all major econ-

omies. 

That said, there is still no reason for the current 

euphoria on stock markets. Sentiment indicators for 

Economic activity

Trend 
growth1

Real GDP growth2 W&P economic sentiment indicators3

Q4/2018 Q1/2019 Q2/2019 Q3/2019 8/2019 9/2019 10/2019 11/2019

United States 1.7 2.5 2.7 2.3 2.1 2.0 1.5 1.8 1.7

Eurozone 1.0 1.2 1.3 1.2 1.2 1.7 1.4 1.3 1.4

   Germany 1.4 0.6 1.0 0.3 0.5 1.4 1.2 1.2 1.2

   France 0.7 1.2 1.3 1.4 1.4 1.5 1.4 1.4 1.5

   Italy 0.2 -0.1 0.0 0.1 0.3 0.1 0.0 0.0 0.0

   Spain 1.6 2.1 2.2 2.0 2.0 2.0 1.6 1.2 1.3

United Kingdom 1.8 1.5 2.1 1.3 1.0 0.7 0.3 0.5 0.6

Switzerland 1.5 1.4 0.9 0.2 1.1 1.4 0.9 1.2 1.0

Japan 0.4 0.3 0.9 0.8 1.4 1.7 1.7 1.7 1.9

Canada 1.6 1.8 1.5 1.9 1.6 1.8 1.3 1.4 1.2

Australia 2.4 2.1 1.7 1.6 1.7 2.3 2.4 2.4 2.4

Brazil 1.4 1.3 0.6 1.1 1.2 1.8 1.8 2.4 –

Russia 0.1 2.7 0.5 0.9 1.7 -0.5 -3.1 -2.3 -3.8

India 7.7 6.6 5.8 5.0 4.6 5.7 5.7 5.4 5.5

China 7.4 6.4 6.4 6.2 6.0 6.3 6.5 6.6 6.6

Advanced economies4 1.4 1.9 2.0 1.6 1.6 1.8 1.4 1.5 1.5

Emerging economies4 6.0 4.9 4.5 4.4 4.3 4.5 4.6 4.6 4.6

World economy4 3.5 3.5 3.3 3.1 3.1 3.0 2.9 3.0 3.0

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, Refinitiv, Wellershoff & Partners

Growth overview
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Source: Refinitiv, 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 24.8 -2.2 -2.5 105.6 108.4 -5.3 -7.0 4.9 3.5

Eurozone 16.1 15.4 3.8 – 109.2 – -1.8 – 10.0 7.5

   Germany 4.6 4.5 8.0 7.3 78.0 68.5 1.2 1.0 6.0 5.0

   France 3.3 3.1 -0.6 -0.6 121.7 123.0 -3.3 -3.1 9.5 8.3

   Italy 2.5 2.3 2.2 2.7 155.0 149.5 -2.5 -2.2 11.6 9.8

   Spain 1.7 1.6 2.3 1.6 116.9 114.3 -4.2 -2.2 19.7 14.2

United Kingdom 3.6 3.2 -4.5 -4.5 112.4 111.8 -3.6 -2.6 4.7 3.4

Switzerland 0.9 0.8 9.3 10.4 42.7 40.7 0.7 1.2 3.1 2.3

Japan 6.1 6.0 3.1 3.5 220.8 224.7 -3.6 -2.6 3.1 2.4

Canada 2.1 2.0 -2.9 -1.9 89.8 87.5 -0.2 -0.7 6.6 5.9

Australia 1.7 1.6 -3.1 -0.3 38.9 41.8 -2.1 -0.7 5.7 5.3

China 14.8 16.3 1.7 1.0 44.5 55.6 -3.2 -6.1 4.0 –

Brazil 2.5 2.1 -1.9 -1.2 77.0 91.6 -8.1 -7.5 10.3 11.6

India 3.0 3.4 -1.4 -2.0 67.8 69.0 -7.0 -7.5 – –

Russia 2.0 1.9 3.7 5.7 15.7 16.5 -1.3 1.0 5.3 4.6

Source: Refinitiv, Wellershoff & Partners
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Source: Refinitiv, Wellershoff & Partners
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In Turkey, on the other hand, the link between monetary 

policy and inflation remains strong. To bring the coun-

try’s galloping inflation under control, Turkey’s central 

bank raised its key interest rate to 24 percent in July. 

The increase worked: inflation fell. But at the same time 

economic growth sputtered. Since then, the key inter-

est rate has fallen to 14 percent, but this led to double-

digit inflation rates again in November (10.6 percent). 

Turkey’s monetary authorities thus remain in a very dif-

ficult situation.

Conventional economic wisdom suggests that a more 

expansionary monetary policy should drive up inflation 

rates. But for some time now in the Western world this 

correlation no longer seems to apply. Despite very ex-

pansive monetary policies, inflation rates remain low. 

Consumer prices in the Eurozone were just one per-

cent higher in November than they were a year earlier. 

Although inflation was slightly higher than expected, it 

was still below the ECB’s target of 2 percent. In Swit-

zerland, prices in November were 0.1 percent lower 

than a year ago. In particular, the cost of package holi-

days abroad and of heating oil both declined.

Inflation

Ø 10 years1 Inflation2 Core inflation3

8/2019 9/2019 10/2019 11/2019 8/2019 9/2019 10/2019 11/2019

United States 1.8 1.8 1.7 1.8 – 2.4 2.4 2.3 –

Eurozone 1.4 1.0 0.8 0.7 1.0 0.9 1.0 1.1 1.3

   Germany 1.3 1.4 1.2 1.1 1.1 1.4 1.4 1.4 –

   France 1.1 1.0 0.9 0.8 1.0 0.7 0.9 1.0 –

   Italy 1.2 0.4 0.3 0.2 0.4 0.5 0.6 0.7 1.0

   Spain 1.2 0.3 0.1 0.1 0.4 0.9 1.0 1.0 –

United Kingdom 2.2 1.7 1.7 1.5 – 1.5 1.7 1.7 –

Switzerland 0.0 0.3 0.2 -0.3 -0.1 0.4 0.4 0.2 0.4

Japan 0.4 0.2 0.2 0.2 – 0.5 0.6 0.6 –

Canada 1.7 1.9 1.9 1.9 – 1.9 1.9 1.9 –

Australia 2.1 1.6 1.7 – – 1.8 1.9 – –

Brazil 5.8 3.4 2.9 2.5 3.3 3.4 – – –

Russia 6.9 4.3 4.0 3.7 3.5 4.3 4.0 3.7 3.5

India 6.7 3.3 4.0 4.6 – – – – –

China 2.6 2.8 3.0 3.8 1.5 1.5 1.5 1.5 –

Advanced economies4 1.5 – – – – – – – –

Emerging economies4 4.3 3.1 3.3 3.9 3.9 2.0 2.0 2.0 1.9

World economy4 2.8 – – – – – – – –

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: Refinitiv, Wellershoff & Partners

Inflation overview

11 | FX Monthly



Source: Refinitiv, Wellershoff & Partners
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Source: Refinitiv, Wellershoff & Partners
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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 1.105 2.32 3.13 1.64 0.70 2.25 3.26 1.91 0.83

USDJPY 108.7 -1.96 -2.88 -1.39 -0.76 -1.81 -3.00 -1.67 -0.98

GBPUSD 1.311 1.11 1.86 0.78 0.21 0.96 1.94 0.88 0.19

EURCHF 1.095 -0.29 -0.38 -0.46 -0.47 -0.19 -0.37 -0.43 -0.56

USDCHF 0.991 -2.61 -3.51 -2.11 -1.17 -2.44 -3.63 -2.34 -1.39

GBPCHF 1.299 -1.50 -1.65 -1.32 -0.97 -1.49 -1.68 -1.46 -1.20

CHFJPY 109.6 0.65 0.63 0.72 0.41 0.63 0.63 0.67 0.41

AUDUSD 0.683 1.20 1.27 -0.20 -1.71 1.42 1.60 0.29 -1.20

USDCAD 1.327 0.09 -0.52 -0.01 0.43 0.19 -0.56 -0.20 0.27

USDSEK 9.504 -1.87 -3.12 -1.73 -0.35 -1.67 -3.12 -1.89 -0.49

USDRUB 63.6 4.46 4.08 8.14 7.26 4.38 4.85 7.61 6.96

USDBRL 4.176 13.54 13.54 13.21 9.89 2.56 3.54 8.04 8.73

USDCNY 7.034 1.13 0.36 2.16 3.03 1.20 0.42 1.91 2.70

USDTRY 5.782 11.07 22.11 13.53 10.84 10.89 21.68 13.45 10.87

USDINR 71.21 3.82 4.70 5.78 7.07 3.58 3.91 5.10 5.98

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: Refinitiv, 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 1.105 -13.0 0.0 -2.9 -10.1 1.27 1.11 - 1.44 -13.3

USDJPY 108.7 5.0 1.8 -3.3 -10.5 87.2 71.8 - 102.6 24.6

GBPUSD 1.311 -17.5 6.4 2.5 -15.9 1.56 1.39 - 1.78 -16.1

EURCHF 1.095 -16.5 0.5 -3.0 -8.9 1.19 1.1 - 1.27 -7.7

USDCHF 0.991 -4.0 0.5 -0.1 1.4 0.93 0.81 - 1.05 6.5

GBPCHF 1.299 -21.5 6.9 2.5 -14.8 1.45 1.25 - 1.65 -10.6

CHFJPY 109.6 8.6 1.3 -3.2 -11.7 93.7 79.3 - 108.1 17.0

AUDUSD 0.683 -18.5 -0.4 -5.3 -18.0 0.69 0.59 - 0.84 -1.4

USDCAD 1.327 15.0 0.7 -1.2 16.1 1.21 1.1 - 1.31 10.0

USDSEK 9.504 25.9 -1.2 5.6 25.7 7.68 6.6 - 8.75 23.8

USDRUB 63.6 56.1 -3.2 -5.0 20.2 46.9 37.1 - 56.6 35.8

USDBRL 4.176 65.7 2.8 6.5 60.5 3.11 2.54 - 3.68 34.1

USDCNY 7.034 2.8 -1.3 2.2 14.4 6.28 6.03 - 6.53 12.0

USDTRY 5.782 142.9 1.0 7.9 155.7 4.24 3.81 - 4.67 36.4

USDINR 71.21 29.9 -0.7 0.5 15.1 69.6 65.4 - 73.9 2.3

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: Refinitiv, Wellershoff & Partners

outflow of capital. Since the beginning of November the 

Chilean peso has lost the most ground, declining almost 

8 percent. Next in line are the currencies of Colombia 

and Brazil, which lost around 5 percent each. Meanwhile, 

Mexico’s peso is down just over 2 percent. Argentina’s 

peso, however, has not devalued further. Having already 

shed 25 percent in value before November, the coun-

try’s tighter capital controls appear to have stabilized 

the exchange rate, at least for now.

The election of Boris Johnson and the real risk of an 

unregulated Brexit sent sterling to a new all-time 

low against the Swiss franc in August. Since then, the 

pound has gained more than 10 percent in value, and 

the recovery continued in November. The Swedish 

krona was also among the winners, while the dollar 

remained stable against the franc.

Emerging market currencies were the most volatile 

last month, particularly the South Americans. Various 

South American countries have been surprised by large 

and protracted public protests in recent weeks. This has 

added political destabilization to the general malaise of 

economic stagnation, which in turn has increased the 

FX overview
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Source: Refinitiv, Wellershoff & Partners
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FX volatility

Source: Refinitiv, 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 1.105 4.9 4.8 8.3 9.2 5.3 5.6 8.4 9.7

USDJPY 108.7 4.8 5.7 8.9 9.6 6.2 6.8 9.3 10.4

GBPUSD 1.311 8.6 8.9 9.5 9.1 8.2 8.1 9.6 9.7

EURCHF 1.095 4.6 4.2 6.2 6.3 4.5 4.7 6.7 6.9

USDCHF 0.991 5.3 5.2 8.1 9.2 5.7 6.1 8.6 9.8

GBPCHF 1.299 9.1 8.8 9.5 9.4 8.3 8.0 9.6 9.9

CHFJPY 109.6 5.1 4.9 8.7 10.2 5.9 5.7 9.3 11.0

AUDUSD 0.683 6.2 6.4 9.6 10.6 7.3 7.2 10.2 11.4

USDCAD 1.327 4.5 4.3 7.8 8.2 5.2 5.0 8.1 8.8

USDSEK 9.504 7.8 7.4 9.6 10.9 8.0 8.0 10.0 11.5

USDRUB 63.6 7.0 7.6 16.6 14.0 8.6 9.8 16.9 14.8

USDBRL 4.176 11.0 11.0 15.7 14.5 12.4 11.9 15.8 15.2

USDCNY 7.034 3.1 4.5 4.8 3.5 3.7 4.8 5.6 4.4

USDTRY 5.782 9.8 11.5 15.3 13.4 17.8 15.2 16.4 14.7

USDINR 71.21 4.6 5.6 6.6 8.4 5.6 6.2 7.6 9.3

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: Refinitiv, Wellershoff & Partners
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Source: Refinitiv, 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 -2.3 -0.2 -0.7 -3.1 -2.3 -0.2 -0.7 -3.1

Swiss government bonds 13.7 -3.0 7.2 13.1 13.7 -3.0 7.2 13.1

Swiss corporate bonds 10.2 -1.6 4.4 8.7 10.2 -1.6 4.4 8.7

Swiss equities (SMI) 51.6 4.0 24.9 34.0 51.6 4.0 24.9 34.0

European equities (Stoxx600) 45.0 5.6 23.0 37.4 36.2 6.1 19.3 25.2

UK equities (Ftse100) 33.8 0.2 13.0 31.6 24.6 7.1 15.8 12.1

Japanese equities (Topix) 48.4 12.6 9.1 32.1 45.2 11.1 12.8 49.6

US equities (S&P 500) 75.7 6.1 19.1 68.0 70.8 5.6 19.2 65.7

Emerging markets equities 20.4 4.5 10.4 22.2 16.5 4.0 10.5 20.5

Global equities (MSCI World) 56.6 6.0 18.3 49.8 52.0 5.5 18.4 47.7

Swiss real estate 42.5 6.3 24.3 44.7 42.5 6.3 24.3 44.7

Global real estate 45.2 2.2 14.5 37.9 40.8 1.7 14.6 36.0

Commodities -30.5 0.5 -4.9 -30.3 -33.3 0.0 -4.8 -31.2

Brent oil -19.7 5.8 9.2 -6.3 -23.2 5.3 9.3 -7.6

Gold 8.6 -4.0 17.4 22.1 4.6 -4.5 17.5 20.5

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

Performance overview
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Source: Refinitiv, 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 For the sixth year in a row, the privately run Caixin 

Purchasing Managers Index for manufacturing im-

proved in China. The latest figures indicate that the 

Chinese economy is picking up a bit after the weak-

ness seen in the spring. This is remarkable for two 

reasons. First, no agreement has yet been reached in 

the trade dispute with the US. And second, the mod-

est increase in debt shows that this uptick is not just 

based on credit.

Caixin PMI: 

51.8 points


