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Mr. Suter, what makes Quaesta Capital unique? 
Quaesta Capital is a specialist for currency issues. 
We offer our customers solutions for risk manage-
ment, best excecution and products for currency 
investments. These solutions are customized for 
the specific needs of each customer group, includ-
ing pension funds, family offices, investment funds, 
asset managers, businesses and wealthy individ-
uals. An owner-operated firm, we devote our full 
attention to serving the interests of our customers.  

FX Monthly is your company’s new bulletin. 
What are you offering readers that they don’t 
already have? Financial decision-makers receive 
a vast amount of information from a wide range of 
sources every day, all of which play a role in their 
investment decisions. In this daily flood of informa-
tion, it’s easy to lose sight of the big picture. It’s 
important to reflect on things too. The analysis, 
background information, facts and figures in FX 
Monthly provide real added value and complement 
other sources. Our goal is to make FX Monthly an 

essential part of our customers’ monthly currency 
reading. 

Why did you start collaborating with Wellers- 
hoff & Partners exclusively for FX Monthly? Our 
aim is to always offer our customers the best. True 
to this best-in-class philosophy, we are working 
with specialists who, like Wellershoff & Partners, 
are at the forefront of their particular segment. This 
gives FX Monthly readers relevant information that 
sheds light on the global economy and financial 
markets while also remaining highly practical. We 
also have a strategic research partnership with 
Wellershoff & Partners, which our customers can 
benefit from directly in the form of face-to-face 
meetings.

Do you have other partnerships with renowned 
providers in the industry? We have another suc-
cessful collaboration with Zürcher Kantonalbank. 
In October 2014 we began to offer FXBE | FX Best 
Execution, which combines Best Execution from 
Quaesta Capital AG and FX Prime Brokerage from 
Zürcher Kantonalbank. This innovation enables our 
customers to easily carry out foreign exchange 
transactions with a wider group of market partici-
pants. FXBE | FX Best Execution also gives small 
and medium-sized pension funds, family offices, 
investment funds and other institutional customers 
access to an independent, transparent solution for 
completing their foreign exchange transactions. 

Thomas Suter  
CEO Quaesta Capital

FX Monthly –  
the power of knowledge.
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What is moving investors right now and what 
are their main currency concerns? The Swiss 
National Bank’s decision to abandon the minimum 
exchange rate was a wake-up call for many mar-
ket participants, and it has made investors more 
aware of currency risk management. In addition, 
more institutional investors are on the lookout again 
for alternative forms of investment due to persis-
tent high volatility in stock markets. In this context, 
currency market offerings are becoming more im-
portant. We are picking up on these dynamic  
developments and this growing interest in our dai-
ly interaction with existing and potential customers.

How is Quaesta Capital celebrating its tenth an-
niversary this year? We are all very grateful to 
be marking this anniversary. This achievement 
would not have been possible without our loyal cus-
tomers and the dedication of every one of our staff 
members. During the last decade we have man-
aged to grow, even when the markets were in  

turmoil, and to position ourselves as a leading  
independent currency specialist. We will be appro-
priately celebrating this anniversary with our cus-
tomers and staff, but we will certainly not be resting 
on our laurels. Our passion for currency issues is 
alive and well, just as it was on the first day, and 
that passion drives us to continually improve our 
products and services. 

To finish, could you hazard a guess about the 
future? Where are markets headed? We are 
expecting the markets to remain dynamic. The high 
volatility we have seen on financial markets will not 
be going away anytime soon. The coming years 
will not be dull. Specific currencies and their  
management will probably continue to be a very 
current topic in the coming years.During that time 
we intend to offer our customers viable solutions 
while minimizing risk and seizing opportunities as 
they arise.  

your currency specialist
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The macro perspective

Success of the US  
dollar threatens to be 
its own undoing.

Overwhelming strength of the dollar
If purchasing power parity is taken as the yardstick, 
the US dollar, despite the weakening trend of recent 
weeks, is still overvalued against the euro by 17 per-
cent. That is an awful lot. Based on past performance, 
fluctuations around purchasing power parity of +/-10 
percent are normal. And if one looks at the trade-
weighted dollar index, the picture is pretty much the 
same. The value of the dollar has increased on a 
broad basis by nearly 20 percent. This means the 
greenback is vying with the Swiss franc for the title 
of strongest currency. 

The other side of the coin
Having a strong currency may be well and good, but 
it has a string of undesirable knock-on effects. Swit-
zerland knows all about it. In the case of the United 
States, little attention has been paid to concerns 

about how a strong US dollar might affect its eco-
nomic well-being for a long time. Unlike the Swiss 
economy, exports play only a minor role. Now, how-
ever, the effects of the strong US dollar are becom-
ing increasingly evident in the results of American 
companies and therefore in their readiness to invest.

The Federal Reserve faces a dilemma
Worries about the US investment climate may well 
have been one of the main reasons for the about-
face in the Federal Reserve’s communications at its 
September meeting. Suddenly the mood was cau-
tious rather than confident. The main reasons given 
were the worsening conditions in the global econo-
my and on financial markets, in the latter case the 
emphasis being on the strong US dollar and the  
resulting burden on the domestic economy. Now a 
stream of weaker US economic data has been pub-
lished since September. In the sorely tried emerging 
economies the situation has not fundamentally 
changed. So there is little prospect of a hike in key 
interest rates any time soon – despite all the Fed’s 
assurances. The futures markets tell the same story.

Reasons for the US dollar’s rise
For a long time it was a very different picture. The 
narrative on the expected widening in interest rate 
differentials between the US dollar and the euro pre-
dicted that the US dollar would revalue. And its val-
ue certainly soared. In March 2015 a euro cost at 

The US dollar is bursting with confidence. Nega-
tive impacts include stagnating earnings for US 
companies, many emerging economies struggling 
with capital outflows, and the commodoty sector 
still deep in the slough of despond. The financial 
community is watching the Federal Reserve and 
the European Central Bank intently. Disappoint-
ments are inevitable, in our view.
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The Fed vs. the ECB

September 13, 2012
Fed announces QE 3

The Fed starts purchasing assets in the amount of 
USD 85 billion per month; the program is open ended. December 12, 2012

Fed introduces forward guidance 
The Fed states to keep the federal funds rate close to zero
as long as the unemployment rate runs above 6.5%.

December 18, 2013
Fed announces tapering

The Fed announces that it will continue its monthly asset
purchases albeit at a slower pace starting in January 2014.

March 19, 2014
Fed modifies its forward guidance

The Fed reassures markets that a highly accommodative 
stance of monetary policy remains appropriate amid a

faster than expected decline in the unemployment rate.

October 29, 2014
Fed announces end of QE 3

After tapering the monthly asset purchases for almost
a year, the Fed decides to finally conclude 

its third asset purchase programm.

March 14, 2014
ECB focuses on strong euro  
ECB President Mario Draghi issues a strong statement that 
the appreciation of the euro has negative impacts on inflation.  

June 5, 2014
ECB introduces negative interest rates 
Negative interest rates will apply to average reserve holdings 
in excess of the minimum reserve requirements and 
other deposits held with the Eurosystem.  

January 22, 2015
ECB announces QE program  
The programm aims at monthly asset purchases of 
EUR 60 billion. Purchases are to start in March 2015 and
are intended to be carried out until at least September 2016.September 17, 2015

Fed delays interest-rate liftoff
The Fed shows reluctance to start increasing interest rates 

amid rising international risks and a strong US dollar.

times only 1.05 US dollars, while a year earlier the  
exchange rate had just scraped the 1.40 mark. What 
had happened? To answer this question, we must 
look first at the European Central Bank (ECB) rather 
than the Fed. The ECB introduced negative interest 
rates in June 2014, so signaling the start of a QE pro-
gram following the American example. The main rea-
son given was to counter fears of deflation. Without 
having spelled it out publicly, it was clear from the 
start all the same: a weakening of the euro was the 
focus of their efforts. The financial markets welcomed 
the move. After all, the US Federal Reserve had com-
mitted itself to preparing for an initial interest rate 
hike once the third QE program had expired. “Diverg-
ing monetary policy” took off as the latest big narra-
tive. And until the September meeting of the Fed that 
narrative appeared to be intact.

The US dollar is at a critical juncture
Today the US dollar stands at a critical juncture. The 
story of diverging monetary policy hasn’t really gone 
away – it’s just not quite so pressing. That has less 
to do with the fact that market expectations that the 
Fed will increase rates have once again been post-
poned further into the future, and more to do with its 
recent indecisiveness. Would this perception change 
if the ECB were to step up its current QE program? 
Possibly. But it is becoming increasingly clear that 
the Fed doesn’t want to let the US dollar get too 
strong. And let’s not forget that a weaker dollar would 
not be unwelcome in many parts of the global econ-
omy. Well, and they say: “Don’t fight the Fed.”

Source: ECB, Federal Reserve, Wellershoff & Partners
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Is the worst over for 
emerging markets?

FX market talk

Performance could hardly be worse, with the Brazil-
ian real falling 60 percent in a year’s time, and the 
Russian ruble 55 percent – striking examples of the 
reality confronting many emerging economies in 2015. 
The dramatically declining currencies in some mar-
kets are not at odds with the economic and political 
picture.

Whither Brazil?
The Brazilian economy is suffering its worst reces-
sion since the 1990s, with GDP contracting by more 
than 2 percent in the second quarter alone, and the 
economic data thus far available for the third quarter 
is looking scarcely better. Inflation there has also 
surged to nearly 10 percent, propelled by the extreme 
decline in the real, and is projected to trend higher. 
The Brazilian government, on top of everything else, 
is cutting a miserable figure. Political scandals, out-

of-control public spending – and now a debt down-
grade to junk status. So it’s all bad, right? Not quite. 
In September, Brazilian manufacturers reported the 
first improvement in business activity seen in months. 
While modest, it’s a start.

Last gasp?
In October the Brazilian real showed signs of life, 
trading at «only» 3.80 against the US dollar versus 
nearly 4.20 at the close of September. As mentioned, 
that is still 60 percent year-on-year depreciation. It 
thus remains to be seen whether the recent bounce 
does mark a turn for the better or is just a final gasp. 

Vulnerability in historical context
It is encouraging, however, that the risk of a classic 
currency crisis in Brazil today is still much lower than 
in the 1990s, despite all the bad news. Brazil has far 
less foreign debt now, for one, and thus is not in im-
mediate danger of sovereign default. What is more, 
the country’s central bank has been doing an excel-
lent job under the circumstances.

Strong valuation signals
They say don’t try to catch a falling knife. However, 
the recent signs of life in the real call for a look at the 
currency’s valuation fundamentals, and they speak 
loud and clear. Purchasing power parity indicates 
that the Brazilian real is 45 percent undervalued ver-
sus the US dollar. Yet purchasing power parity, while 

Many emerging economies are not faring well. 
Once seen as so promising, they are now strug-
gling with the acute problems of no growth, high 
inflation, capital outflows, and weak currencies, 
while also facing structural challenges. But there 
are initial signs that the picture is brightening, 
which is particularly interesting from a currency 
perspective. 
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a distinct appreciation signal in this case, tells us 
nothing about the timing of a turnaround. So it still 
might be too early.

Brazil is no exception
The Brazilian real is by no means the only currency 
with substantial deviations from purchasing power 
parity, as the ruble is nearly 80 percent undervalued 
versus the US dollar. Applying the respective pur-
chasing power parity estimates to an equally weight-
ed basket of ten major emerging market currencies 
indicates an appreciation potential of nearly 30 per-
cent against the US dollar. As the figure below illus-
trates, deviation from purchasing power has never 
been greater in the past 15 years. The chart also 
shows that the Brazilian real has not been the only 
currency to recover somewhat in recent weeks. 

The price of uncertainty
Without question, many emerging markets continue 
to fare poorly, and there remains a high level of po-
litical uncertainty. Yet many emerging markets are 
still better off today than before the various crises of 
the 1990s. Times of great uncertainty often harbor 
the greatest opportunities, and that may prove true 
for emerging-market currencies, which in any case 
have made a start.

Source: Bloomberg, Thomson Reuters Datastream, Wellershoff & Partners
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ment in emerging markets in the next few months, 
particularly in Brazil and Russia. The economic cli-
mate in the euro zone has improved significantly, 
thanks to rising retail sales in particular. Our leading 
global economic sentiment indicator is currently sig-
naling a year-on-year growth rate for the world econ-
omy of approximately 3.1 percent. Although this num-
ber is lower than in previous months, this can hardly 
be considered to signal a growth slump. 

The specter of a global recession has risen again. 
Our concerns, however, are somewhat limited. The 
economic situation in the United States is truly not 
looking that rosy anymore. In October the ISM Pur-
chasing Managers` Index slipped to 50.2, nearing 
the psychologically important 50 mark. At the same 
time, the labor market report showed fewer jobs cre-
ated than projected. Our economic climate indicator 
for the US, however, is still indicating robust growth 
of 3 percent. There are also a number of factors that 
indicate that we will be seeing economic improve-

Economic activity

Trend 
growth1

Real GDP growth2 W&P economic sentiment indicators3

Q4/2014 Q1/2015 Q2/2015 Q3/2015 6/2015 7/2015 8/2015 9/2015

United States 1.7 2.5 2.9 2.7 – 3.3 3.5 3.2 2.7

Eurozone 1.0 0.9 1.2 1.5 – 1.9 2.0 2.1 2.3

   Germany 1.4 1.5 1.1 1.6 – 2.3 2.5 2.5 2.8

   France 0.7 0.1 0.9 1.1 – 1.2 1.3 1.4 1.5

   Italy 0.2 -0.4 0.2 0.7 – 1.6 1.6 1.5 2.2

   Spain 1.6 2.0 2.7 3.1 – 3.8 3.9 4.3 4.1

United Kingdom 1.8 3.0 2.7 2.4 – 3.2 3.8 3.8 3.4

Switzerland 1.5 2.1 1.2 1.2 – 0.5 0.7 0.7 0.8
Japan 0.4 -0.8 -0.8 0.9 – 2.2 2.1 2.2 2.2

Canada 1.6 2.5 2.0 1.0 – 1.0 1.2 1.2 1.3

Australia 2.4 2.5 2.5 2.0 – 3.1 3.2 3.4 3.5

Brazil 1.4 -0.3 -1.7 -2.4 – 0.7 1.0 0.3 0.9

Russia 0.1 0.4 -2.2 -4.6 -– 0.4 -0.1 -0.5 0.9

India 7.7 6.6 7.5 7.0 – 5.9 6.6 6.4 5.8

China 7.4 7.2 7.0 7.0 6.9 8.3 7.3 7.0 7.0

Advanced economies4 1.4 1.6 2.0 2.1 – 2.8 3.0 2.9 2.7

Emerging economies4 6.0 5.1 4.9 4.6 – 4.6 4.3 3.9 3.9

World economy4 3.5 3.4 3.4 3.3 – 3.4 3.3 3.2 3.1

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 22.2 24.4 -2.7 -2.6 107.9 111.4 -8.5 -4.0 8.0 5.1

Eurozone 18.1 15.7 1.9 3.9 101.1 110.9 -3.8 -2.1 11.1 11.0

   Germany 5.0 4.6 6.6 8.5 83.6 78.7 -0.8 0.5 7.0 6.4

   France 3.8 3.3 -1.2 -0.5 108.3 121.9 -5.0 -3.8 9.4 10.0

   Italy 3.0 2.5 -0.8 2.6 137.4 159.6 -3.3 -2.6 10.5 12.4

   Spain 2.0 1.7 -1.0 1.3 90.6 117.1 -8.3 -4.4 23.3 22.2

United Kingdom 3.6 3.9 -3.6 -5.1 101.1 113.3 -7.3 -4.0 4.2 2.3

Switzerland 0.9 0.9 9.7 10.1 45.3 45.1 0.3 0.2 3.1 3.2
Japan 7.4 5.6 1.7 2.8 212.9 229.2 -8.4 -6.8 4.3 3.4

Canada 2.4 2.1 -2.9 -2.9 86.7 90.4 -3.2 -1.7 7.4 7.1

Australia 2.0 1.7 -3.5 -4.0 27.5 36.0 -3.7 -2.4 5.4 6.2

China 11.4 15.5 2.4 3.1 37.8 43.2 -0.6 -1.9 4.1 –

Brazil 3.3 2.4 -3.6 -4.0 63.0 69.9 -3.4 -7.7 5.7 7.6

India 2.6 3.0 -3.0 -1.4 67.0 65.3 -7.7 -7.2 – –

Russia 2.6 1.7 3.6 5.0 13.5 20.4 -0.8 -5.7 6.0 5.3

Source: Thomson Reuters Datastream, Wellershoff & Partners
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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currencies during this period. The Brazilian real has 
fallen more than 40 percent against the US dollar 
since the start of the year. Imports have thus become 
more expensive for the two countries, causing infla-
tion to rise. This has affected economic output in  
Brazil and Russia. In September, however, accord-
ing to our economic sentiment indicators, both coun-
tries showed improvement for the first time in sever-
al months. 

Advanced economies are still experiencing inflation 
near zero. In Switzerland, both headline inflation and 
core inflation are negative. Headline inflation for the 
euro zone came in negative again in September 2015, 
but this should not be seen as a deflationary trend. 
The current inflation rates are almost exclusively at-
tributable to low energy prices. According to our anal-
ysis, headline and core inflation in industrialized na-
tions will re-converge in the spring of 2016. Since 
early 2015 Brazil and Russia have recorded rising 
inflation, largely due to the sharp depreciation of their 

Inflation

Ø 10 years1 Inflation2 Core inflation3

6/2015 7/2015 8/2015 9/2015 6/2015 7/2015 8/2015 9/2015

United States 2.0 0.2 0.2 0.2 0.0 1.8 1.8 1.8 1.9

Eurozone 1.7 0.2 0.2 0.1 -0.1 0.8 0.9 0.9 0.9

   Germany 1.5 0.4 0.3 0.1 0.0 1.2 1.1 1.2 1.2

   France 1.3 0.3 0.2 0.0 0.0 0.6 0.7 0.6 0.6

   Italy 1.7 0.2 0.2 0.2 0.2 0.6 0.8 0.8 0.9

   Spain 1.9 0.1 0.1 -0.4 -0.9 0.6 0.8 0.7 0.8

United Kingdom 2.6 0.0 0.1 0.0 -0.1 0.8 1.2 1.0 1.0

Switzerland 0.3 -1.0 -1.3 -1.4 -1.4 -0.4 -0.6 -0.7 -0.7
Japan 0.3 0.4 0.3 0.2 – 0.5 0.6 0.8 –

Canada 1.7 1.0 1.3 1.3 – 2.3 2.4 2.1 –

Australia 2.7 1.5 – – – 2.0 – – –

Brazil 5.6 8.9 9.6 9.5 9.5 8.6 9.2 9.1 9.1

Russia 9.4 15.3 15.6 15.8 15.7 16.7 16.5 16.6 16.6

India 8.2 5.4 3.7 3.7 4.4 – – – –

China 2.9 1.4 1.6 2.0 1.6 1.7 1.7 1.7 1.6

Advanced economies4 1.7 0.3 0.3 0.2 0.1 1.3 1.4 1.4 1.4

Emerging economies4 5.2 4.4 4.2 4.5 4.4 4.5 4.5 4.5 4.4

World economy4 3.2 2.2 2.1 2.2 2.1 2.3 2.4 2.4 2.3

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
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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 1.131 0.37 0.20 -0.14 0.04 0.73 0.26 -0.10 0.05

USDJPY 119.5 -0.24 -0.12 -0.15 -1.33 -0.59 -0.24 -0.33 -1.45

GBPUSD 1.548 -0.26 -0.33 -0.36 -0.56 -0.20 -0.47 -0.47 -0.60

EURCHF 1.082 -0.67 -0.02 -0.52 -0.94 -0.65 -0.13 -0.70 -1.01

USDCHF 0.957 -1.04 -0.23 -0.38 -0.98 -1.38 -0.39 -0.59 -1.06

GBPCHF 1.481 -1.30 -0.55 -0.74 -1.54 -1.58 -0.85 -1.06 -1.67

CHFJPY 124.8 0.80 0.10 0.23 -0.35 0.79 0.15 0.26 -0.38

AUDUSD 0.725 -1.56 -2.26 -2.84 -2.56 -0.88 -1.91 -2.25 -2.20
USDCAD 1.298 0.48 1.04 0.92 0.32 0.07 0.90 0.73 0.18

USDSEK 8.320 -0.64 0.08 0.90 0.18 -0.92 0.01 0.77 0.16

USDRUB 62.30 11.07 8.67 7.75 6.35 10.67 8.85 7.57 6.90

USDBRL 3.896 14.09 10.87 10.10 9.55 14.63 11.42 9.96 9.46

USDCNY 6.360 2.87 4.27 4.22 2.43 2.59 4.42 3.81 2.21

USDTRY 2.900 11.16 10.11 8.50 9.82 10.70 9.70 8.42 10.14

USDINR 64.79 7.47 8.65 8.82 6.64 6.27 7.50 6.21 4.13

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 1.131 -6.5 3.4 -11.4 -18.0 1.37 1.22 - 1.51 -17.2

USDJPY 119.5 -0.4 -3.5 12.0 46.0 94.3 74.5 - 114.1 26.7

GBPUSD 1.548 -0.7 -0.5 -3.8 -1.6 1.65 1.49 - 1.81 -6.2

EURCHF 1.082 -10.0 3.5 -10.3 -19.4 1.25 1.15 - 1.35 -13.5

USDCHF 0.957 -3.7 0.0 1.2 -1.7 0.95 0.76 - 1.15 0.3

GBPCHF 1.481 -4.4 -0.5 -2.7 -3.3 1.63 1.35 - 1.9 -9.0

CHFJPY 124.8 3.5 -3.5 10.7 48.6 90.8 78.6 - 103.1 37.5

AUDUSD 0.725 -11.3 -2.5 -17.1 -25.4 0.74 0.61 - 0.86 -1.4
USDCAD 1.298 12.0 0.4 15.4 25.8 1.11 1.04 - 1.18 17.1

USDSEK 8.320 6.3 -2.8 15.9 22.8 6.69 5.8 - 7.57 24.4

USDRUB 62.30 3.8 9.7 53.2 103.2 35.0 29.3 - 40.6 78.1

USDBRL 3.896 46.6 22.4 59.2 130.6 2.67 2.18 - 3.16 46.0

USDCNY 6.360 2.5 2.4 3.9 -4.3 6.22 6.01 - 6.43 2.2

USDTRY 2.900 24.0 7.9 29.1 102.7 2.11 1.87 - 2.35 37.4

USDINR 64.79 2.6 1.9 5.4 46.1 61.5 58.3 - 64.6 5.4

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

A general look at currency pairs reveals that the US 
dollar and Swiss franc are presently very strong. The 
Swiss franc is often called a «safe haven», although 
interestingly the franc has declined on a broad basis 
over the last three months, losing roughly 3.5 per-
cent versus the euro. Purchasing power parity indi-
cates that the franc has still room to depreciate fur-
ther against the euro, but the question is how 
quickly the gap will close.

The Russian ruble and Brazilian real have declined 
heavily versus the US dollar in the last 12 months. 
The depreciation totaled more than 50 percent in both 
cases. Since the start of the year alone, the real has 
plummeted over 40 percent, creating a large devia-
tion from purchasing power which is estimated at 2.67 
USDBRL. The real is now more than 45 percent  
undervalued against the US dollar based on this mea-
sure – exceeded only by the ruble’s 75 percent  
deviation from purchasing power parity. 

FX overview
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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Source: Bloomberg, Quaesta Capital, Thomson Reuters Datastream, Wellershoff & Partners
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Quaesta Capital 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 1.131 10.9 9.4 9.9 10.3 11.6 9.4 10.5 10.6

USDJPY 119.5 9.9 8.9 9.7 10.6 9.4 9.5 10.8 10.9

GBPUSD 1.548 7.4 7.3 8.2 9.4 8.2 8.2 9.1 9.9

EURCHF 1.082 7.5 7.2 6.6 5.9 19.0 7.8 7.4 6.1

USDCHF 0.957 10.9 9.7 10.3 10.5 20.4 10.1 10.8 10.7

GBPCHF 1.481 10.7 9.0 9.0 9.6 19.9 9.5 9.8 10.0

CHFJPY 124.8 10.2 9.7 11.1 11.2 19.9 10.6 12.0 11.6

AUDUSD 0.725 13.4 11.6 11.1 12.1 12.9 11.7 11.9 12.4
USDCAD 1.298 9.7 8.8 8.2 9.6 9.6 8.8 8.9 10.0

USDSEK 8.320 12.1 10.1 11.7 12.5 13.2 10.5 12.3 12.7

USDRUB 62.30 32.4 21.4 14.3 12.2 43.5 22.1 14.7 13.3

USDBRL 3.896 22.8 24.7 13.7 14.9 19.2 23.4 14.7 15.5

USDCNY 6.360 5.3 4.3 2.3 2.6 3.2 5.1 3.2 4.2

USDTRY 2.900 13.9 14.3 11.7 13.3 13.5 14.9 13.1 14.6

USDINR 64.79 5.6 7.1 9.7 9.4 4.9 8.7 10.7 10.2

3  Quaesta Capital’s 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 USD 1 Performance in CHF1

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

Swiss money market -0.4 -0.2 -0.4 0.1 -0.4 -0.2 -0.4 0.1

Swiss government bonds 3.7 1.7 6.6 18.8 3.7 1.7 6.6 18.8

Swiss corporate bonds 2.5 1.1 4.6 17.3 2.5 1.1 4.6 17.3

Swiss equities (SMI) -0.1 -7.1 8.8 57.7 -0.1 -7.1 8.8 57.7

Eurozone equities (Stoxx600) 9.3 -9.1 17.9 62.9 -1.5 -5.7 5.8 32.1

UK equities (Ftse100) -0.2 -5.2 4.4 32.7 -4.6 -6.7 1.5 28.6

Japanese equities (Topix) 8.1 -10.0 29.4 101.6 4.3 -7.1 17.1 35.4

US equities (S&P 500) 0.4 -3.5 10.0 91.9 -3.3 -4.3 11.3 89.2
Emerging markets equities -7.1 -7.1 -8.7 -9.3 -10.5 -7.9 -7.7 -10.6

Global equities (MSCI World) 0.3 -5.0 6.7 56.9 -3.4 -5.8 7.9 54.7

Swiss real estate 2.5 0.4 8.4 32.6 2.5 0.4 8.4 32.6

Global real estate 2.4 2.1 9.5 54.4 -1.3 1.3 10.7 52.2

Commodities -15.2 -8.1 -24.6 -39.5 -18.3 -8.9 -23.8 -40.3

Brent oil -13.5 -15.0 -43.5 -41.6 -16.7 -15.7 -42.8 -42.4

Gold -1.3 5.7 -5.0 -12.9 -4.9 4.8 -4.0 -14.1

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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Number of the month

Legal Disclaimer
This report has been prepared and published by Quaesta Capital 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 representation 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 Quaesta Capital AG or Wellershoff & Partners Ltd. Neither Quaesta Capital 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 distribution 
only under such circumstances as may be permitted by applicable law.

Since 1970, the average length of any period of eco-
nomic recovery in the US has been 75 months. The 
responsibility for determining the exact length of 
these economic cycles lies with a committee of  
experts at the National Bureau of Economic  
Research, which has set the end of the last reces-
sion and the beginning of the current expansion at 
June 2009. This means the current recovery crossed 
the 75-month mark in October – and the IMF is  
cautioning the US Federal Reserve against a  
«premature» interest rate lift-off. Welcome to the  
reality of monetary policy in 2015!

75 months


