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QCAM Insight

the big question is whether financial markets can contin-

ue to demonstrate the resilience they have shown for the 

most part this year to the shocks that 2017 may deliver. I 

have my doubts in this regard. Given the unfolding polit-

ical developments and the uncertainties they are likely to 

unleash, I think 2017 looks set to be another year marked 

by high volatility on financial markets.

What’s your take on the global economy?
turning away from Europe for a moment, we see some im-

proving leading indicators that suggest accelerating 

growth for the global economy. Brazil and Russia, for ex-

ample, already began showing signs earlier this year. of 

course, the policies of incoming US President Donald 

trump, which promise enormous investments in infra-

structure and defence, will exert decisive economic influ-

ence.

trump’s economic policies are also likely to lead to 

broad price increases. His promises of tax cuts and a mas-

sive increase in government spending should stimulate 

domestic demand while also driving inflation further up-

ward. But given the candidate’s frequent call for protec-

tionist trade barriers, we must expect that any stimulative 

effects on the global economy as a whole will be rather 

modest. Interest rates are likely to rise worldwide and in-

vestors will probably be drawn to real assets like shares, 

real estate and commodities.

What do you anticipate for the US dollar, the Swiss franc 
and other currencies? 
In the weeks since the election, the dollar has experienced 

one of the steepest upturns in its history and now trades 

How’s the FX 
environment in 2017?

Thomas Suter, CEO
QCAM Currency Asset Management AG

Markets were seriously wrong-footed in 2016, first by 
the Brexit vote in the UK and then by the US presiden-
tial election. Thomas Suter, what’s your assessment of 
these events?
Surprisingly, after a brief stumble following the unexpect-

ed outcomes of both the British referendum in June and 

november’s US election, equity markets quickly nor-

malised and returned to business as usual. there were 

two more momentous political events in Europe, both on 

December 4: the reform referendum in Italy and the fed-

eral presidential election in Austria. Italy’s banking crisis 

and the evident shift to the political right in France and 

the netherlands are further sources of uncertainty, with 

the latter two nations holding important votes next year. 

And 2017 will also be a year of reckoning for Germany, 

with a weakened Chancellor Merkel facing unusually dif-

ficult parliamentary elections. 
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more than 40 percent above its lows of 2011 against the 

major currencies. the dollar has strengthened substan-

tially against the currencies of emerging economies like 

China, India and other Asian countries. the greenback’s 

surge reflects the shifts expected in US economic policy, 

in particular, the promised tax cuts and infrastructure in-

vestments. As a result, after the election, ten-year bond 

yields rose overnight from 1.7 percent to 2.3 percent. 

Meanwhile, political events, above all in Europe, could 

increase demand for the Swiss franc, a development like-

ly to compel the Swiss national Bank to intervene, primar-

ily in EURCHF markets. the continuing steep undervalu-

ation of the British pound versus the US dollar, the Swiss 

franc and the Australian dollar is worrying but it also cre-

ates some interesting investment opportunities, in my 

view. In any case, I expect currencies will again experience 

episodes of strong fluctuations next year.

How can investors protect themselves against curren-
cy risk without missing out on emerging opportunities?
We think a dynamic currency overlay – one of our prime 

specialised services – offers a good solution to the chal-

lenges we face today. We note that currency overlays are 

gaining visibility globally these days, also for institutional 

investors. More and more pension funds, for example, are 

adopting dynamic currency strategies in response to their 

increased foreign allocations and concerns about height-

ened market volatility. this growing interest was evident 

at the recent Currency overlay Convention in Frankfurt, 

where we were one of the main conference sponsors.

While passive management can hedge a portfolio 

against exchange rate fluctuations, investors are increas-

ingly turning to active strategies to generate additional 

returns. Companies are also realizing that they can prof-

it from handing over their currency risk management to 

a specialized firm like QCAM. We can act as an interme-

diary, and with our access to multiple banks we can nego-

tiate quite favourable pricing structures for our clients.

With our systematic process-based approach to cur-

rency risk management, we aim to extract the fullest pos-

sible returns for our clients without losing sight of the 

pertinent risks along the way. our team of investment 

professionals have been specialized in constructing cur-

rency overlay strategies for years. We are further 

strengthened in this area by the presence of leading quant 

analyst Chiente Hsu on our team. An author and former 

professor, she was the Head of Quantitative Research at 

Credit Suisse, and is also our US representative. 

QCAM Currency Asset Management claims to be inde-
pendent, transparent and principled. How do your cli-
ents experience these values?
let me give you an example: With our FX Best Execution 

service, which we perform in cooperation with the Zürch-

er Kantonalbank, we offer mid-sized institutions and SMEs 

an attractive solution from a single provider, where we 

execute currency transactions with complete transpar-

ency. We are a one-stop-shop for their needs. We work 

for them independently and we always act in their best 

interests. Since we introduced this service to this segment 

a few years ago, we have managed to save millions for our 

clients. transparency and independence have consistent-

ly differentiated us from our competitors over the years.

Finally, this is the time of the year when we look back at what 
we’ve done and forward to what we hope to achieve in the fu-
ture. On behalf of the entire QCAM team I want to express 
our gratitude to all of our clients and to the readers of FX 
Monthly. Thank you for an interesting, rewarding year. We 
wish you all a satisfying year-end balance, a Merry Christmas 
and Happy New Year, and a great start to 2017.

Cordially,
Thomas Suter
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US unemployment has fallen lately to 4.6 percent, its 
lowest level since 2007. Meanwhile, in the Eurozone 
unemployment is more than twice as high. But looking 
at the development of another metric, the employment 
ratio, a surprisingly different picture emerges.

the Eurozone’s economy looks set to grow again in the 

fourth quarter this year according to the relevant leading 

indicators. this would extend the Eurozone’s growth 

streak to 15 consecutive quarters. Even the US economy 

actually contracted in one of the quarters of that time-

span. But the unemployment rates in the two economic 

areas paint quite a different, less upbeat picture. At 4.6 

percent according to the latest data, US unemployment 

is at the lowest point since 2007. In the Eurozone, despite 

a recent acceleration in the decline of the unemployment 

rate, and despite the EU’s positive economic performance 

over the past several years, unemployment has reached 

9.8 percent, more than twice the US rate. But are the un-

employment rates of the two economic areas really com-

parable?

Incentivisation systems differ
In most countries, including EU member states and the 

US, only those people who have registered at unemploy-

ment offices are considered in unemployment statistics. 

the amount and duration of the benefits they receive can 

vary considerably. Unemployment rates can thus vary 

from country to country merely due to differences in the 

systems used to measure them. 

Although the structures in place to support the unem-

ployed can differ within the Eurozone, the benefits in the 

EU tend to be larger and lengthier than in the US. In the 

aftermath of the 2008 financial crisis, many jobseekers in 

the US dropped out of the system after one year, thus van-

ishing from unemployment statistics. As a result, unem-

ployment had already fallen markedly by 2010 although 

conditions on the labour market had not actually improved. 

this development was particularly visible in the steady 

decline of the so-called participation rate, which finally 

bottomed out in 2015.

Closely watched but flawed: The US labour force  
participation rate
the oft-quoted participation rate for the US labour mar-

ket also has its deficiencies. to calculate the rate, the to-

tal number of employed people is divided by the number 

of people over 16 years old. one problem with this ap-

proach is that changes in the actual unemployment rate 

are ignored. on the other hand, there is no upper age re-

striction, which is why even large demographic shifts are 

not taken into account. And as the population ages and an 

ever greater share of it reaches retirement age, the par-

ticipation rate has inevitably declined and will continue to 

do so in the future. the facile comparison often made of 

today’s participation rate with the higher rate in the 1970s 

is therefore invalid.

Employment ratio offers greatest comparability
A third factor probably comes closest to offering some 

clarity, the so-called employment ratio. to derive this rate, 

Two labour market  
indicators, two  
conclusions

the macro perspective
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the number of workers in a given age group are divided 

by the total population of this group. As the proportion of 

retirees has increased over time, as well as the average 

number of years of study – students are not considered 

part of the labour force – it is customary to look at the 25 

to 65 year old cohort, enabling useful comparisons.

The Eurozone outperforms the US
When the employment ratios are compared, the Eurozone 

clearly outperforms the US. this is especially true when 

the employment ratio is placed in the historical context of 

each area (indexing). Compared to its peak at the end of 

2006, the current US employment ratio is almost four per-

centage points lower. In the Eurozone, conversely, the 

peak seen in 2008 has already been reached. Given the 

recent dynamism observed in the European labour mar-

ket – in october alone, some 180 000 new jobs were cre-

ated – we think the employment ratio should increase fur-

ther in the coming quarters.

Discrepancies persist within the Eurozone
Despite the recent pan-European labour market recov-

ery, significant differences among individual countries re-

main. According to data from Eurostat, the European 

Union’s statistical office, Eurozone unemployment cur-

rently ranges from below 4 percent in Germany to 19 per-

cent in Spain and 23 percent in Greece. A similar story is 

told by the employment ratio, which ranges from 49 per-

cent in Greece to 74 percent in Germany. While the Eu-

rozone’s common currency, combined with the free move-

ment of capital, may have led to the harmonisation of 

interest rates among member states, any comparable 

alignment of national employment and unemployment 

rates has not emerged. 

Source: BLS, OECD, Eurostat, Wellershoff & Partners
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The ECB has extended its bond purchasing program for 
nine more months. Mario Draghi has thus managed, 
once again, to surpass the market’s high expectations 
and in the process feed the prevailing narrative of di-
vergent Fed and ECB monetary policies. However, 
whether this will suffice to support the US dollar in the 
long run is a question that can be critically asked. The 
memories of the situation a year ago are still too fresh.

Would the ECB Governing Council finally come to a deci-

sion as to whether and how the bond purchase program 

it launched in 2015, and twice extended, would continue 

beyond March 2017? the expectations ahead of the De-

cember meeting were rarely greater. this was due not 

least to the fact that in the previous press conferences, 

ECB President Mario Draghi had, in his own way, clever-

ly understood how to avoid the questions of the press and 

thus increase the tension.

Less but somehow more
on December 8th, Mr Draghi finally did have some news 

to share. the ECB’s Governing Council had, if not unani-

mously, voted to extend its asset purchasing program by 

nine months, to the end of 2017. At the same time, he an-

nounced that the purchasing volume would be reduced 

from April onward, cut from 80 down to 60 billion euro. 

the immediate reaction on the financial markets suggests 

that only the news of the reduction in the monthly pur-

chases was initially absorbed and that many financial mar-

ket participants were caught off guard.

the euro initially strengthened briskly, since the ma-

jority opinion in the run-up was that the ECB would not 

reduce the purchase volume but would extend the pro-

gram unchanged for a further six months. As the realiza-

tion dawned on market participants that nine months at 

60 billion per month is more than six months at 80 billion, 

all was once again as it should be. the euro retreated with-

in minutes and closed weaker than it had in the evening 

before the ECB’s press conference. Mr Draghi’s rhetori-

cal efforts stressing the ECB’s willingness to do still more 

surely had something to do with this.

The tricky game of rhetoric
Mario Draghi thus once again masterfully proved that he 

still has some powerful tricks up his sleeve. the press con-

ference on December 8, 2016, deserves a place of hon-

our in his gallery of stellar performances. With words 

alone he was again able to move mountains. His undisput-

ed masterpiece in this respect remains his statement at 

the height of the European debt crisis in 2012 that the 

ECB was prepared to do “whatever it takes” to save the 

euro.  Without moving a finger, a strong recovery in the 

euro followed that pledge.

However, over the past two years there are also 

enough examples of his words not achieving the desired 

effect. For example, his remark in March of this year that 

the ECB would not shift the deposit rate further into the 

negative range after its most recent reduction ended up 

undercutting the effect of previous announcements.

Mario Draghi’s 
bag of tricks

FX market talk
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Remembering December 2015
At the moment, memories of the situation one year ago 

inevitably return. then as now, the ECB announced an 

extension of its bond purchasing program. then, too, the 

overwhelming majority of financial market participants 

expected an imminent Fed rate increase. the divergent 

monetary policies of the Fed and the ECB were then also 

the dominant narrative of the hour. And when the Fed ac-

tually did raise interest rates, the supposedly unthinkable 

happened: despite an increase in the interest rate differ-

ential, the euro and not the US dollar rose in early 2016.

now, the market narrative of divergent monetary pol-

icies is more present than ever. It is therefore all the more 

remarkable that the EURUSD exchange rate has still not 

been able to break more substantially through its trading 

range of the past two years. After all, not only did the ECB 

and the Fed add credence to the story of divergent mon-

etary policies, but the constitutional referendum in Italy, 

which had been so vividly cast as a moment of destiny, was 

also flatly rejected. It almost seems as if the market has 

already anticipated so much that it would take something 

truly extraordinary to give the dollar’s upward march the 

next big push. At the same time, the significant and grow-

ing inflation gap between the US and the Eurozone should 

not be overlooked, speaking instead as it does for the US 

dollar actually weakening medium-term.

Source: Thomson Reuters Datastream, Wellershoff & Partners
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In Italy, the economic climate deteriorated in the run-

up to the recent constitutional referendum. After man-

aging to post inflation-adjusted annual GDP growth of 

1 percent in the third quarter, Wellershoff & Partners’ 

economic indicator for Italy points to a plus of just 0.5 

percent for the fourth quarter. this makes Italy the ex-

ception among the Eurozone countries, where an im-

proving economic climate has been observed almost  

everywhere in recent months. Wellershoff & Partners’ 

indicators currently point to 2 percent growth for the 

Eurozone as a whole in the fourth and final quarter of 

the year.

the US economy looks poised for increased growth in 

the fourth quarter. Companies have recently been sig-

nalling an improving business trend. the ISM non- 

Manufacturing Index, which tracks the services sector, 

saw a particularly strong rise in november, climbing 

from 54.8 to 57.2. And the labour market also contin-

ued to brighten, with the unemployment rate falling to 

4.6 percent in november. In addition, some 178 000 

new jobs were counted for the month. these positive 

developments are also reflected in Wellershoff & Part-

ners’ leading economic indicators for the US, which once 

again signal real GDP growth of over 2 percent.

Economic activity

Trend 
growth1

Real GDP growth2 W&P economic sentiment indicators3

Q4/2015 Q1/2016 Q2/2016 Q3/2016 8/2016 9/2016 10/2016 11/2016

United States 1.7 1.9 1.6 1.3 1.6 1.2 2.1 1.8 2.4

Eurozone 1.0 2.0 1.7 1.7 1.7 1.4 1.6 1.9 1.9

   Germany 1.4 1.3 1.8 1.7 1.7 2.2 2.5 2.8 2.7

   France 0.7 1.3 1.4 1.2 1.1 0.8 0.9 0.9 1.0

   Italy 0.2 0.9 1.0 0.8 1.0 0.3 0.3 0.6 0.5

   Spain 1.6 3.6 3.4 3.4 3.2 1.5 1.6 2.1 2.3

United Kingdom 1.8 1.7 1.9 2.1 2.3 1.8 1.9 2.0 2.2

Switzerland 1.5 0.6 1.1 2.0 1.3 0.8 1.3 1.0 0.9
Japan 0.4 1.2 0.3 0.9 1.0 1.7 1.8 1.7 1.6

Canada 1.6 0.3 1.3 1.1 1.3 0.9 1.3 1.1 1.1

Australia 2.4 2.6 2.5 3.1 1.8 2.5 2.4 2.3 2.4

Brazil 1.4 -5.8 -5.4 -3.6 -2.9 -1.1 -0.9 -0.8 -0.8

Russia 0.1 -3.8 -1.2 -0.6 -0.4 0.9 1.2 2.5 3.6

India 7.7 7.2 7.9 7.1 7.3 6.6 6.7 6.2 6.7

China 7.4 6.8 6.7 6.7 6.7 6.8 6.8 7.2 7.0

Advanced economies4 1.4 2.0 1.6 1.7 1.5 1.4 2.0 2.0 2.3

Emerging economies4 6.0 4.5 4.8 4.8 4.9 4.7 4.7 5.0 4.8

World economy4 3.5 3.3 3.2 3.2 3.2 2.9 3.2 3.5 3.5

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 22.4 24.7 -2.5 -2.5 112.0 115.6 -6.9 -5.0 7.2 4.6

Eurozone 17.2 15.9 2.6 4.1 105.0 109.1 -3.1 -1.8 11.2 9.8

   Germany 4.9 4.6 7.2 9.2 82.4 74.7 0.0 0.5 6.8 6.0

   France 3.6 3.3 -0.9 -1.0 112.7 122.7 -4.3 -3.3 9.6 9.7

   Italy 2.8 2.5 0.3 3.0 144.3 159.3 -3.0 -2.4 11.1 11.6

   Spain 1.8 1.7 0.1 2.1 102.3 118.4 -7.6 -4.6 23.8 19.2

United Kingdom 3.7 3.5 -4.0 -5.4 107.8 112.5 -6.3 -3.3 6.8 –

Switzerland 0.9 0.9 9.9 9.2 45.4 43.1 0.3 1.5 3.0 3.3
Japan 6.8 6.3 1.7 3.8 220.8 233.7 -7.5 -5.2 4.0 3.0

Canada 2.3 2.0 -3.0 -3.7 86.0 92.1 -1.9 -2.5 7.1 6.8

Australia 1.9 1.7 -3.6 -3.5 31.0 40.9 -3.3 -2.9 5.6 5.6

China 12.7 15.1 2.3 2.4 37.4 46.3 -1.0 -3.0 4.1 –

Brazil 3.1 2.4 -3.3 -0.8 64.2 78.3 -4.9 -10.4 7.4 11.8

India 2.6 3.0 -2.6 -1.4 68.8 68.5 -7.5 -6.7 – –

Russia 2.6 1.7 3.5 3.0 13.6 17.1 -0.8 -3.9 5.7 5.3

Source: Thomson Reuters Datastream, Wellershoff & Partners
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Source: Thomson Reuters Datastream, Wellershoff & Partners
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from -0.2 to 0.1 percent, thus moving out of the nega-

tive range. At its December meeting, the European  

Central Bank announced the continuation of its bond-

purchasing program until the end of 2017, albeit at 

slightly reduced monthly volumes. this adjustment is 

intended to help reach the ECB’s inflation target of 2 

percent by the end of 2019.

In november, Switzerland’s overall inflation rate 

slipped further into the negative zone. Posting a rate of 

-0.2 percent in october, november’s rate came in at -0.3 

percent. However, there are also signs that inflation will 

return to positive territory next year.

Since the production cutback announced by oPEC, 

crude oil prices have risen above 50 US dollars per bar-

rel. As a result, we think inflation in the US is likely to 

rise even higher in the spring of 2017 than was previ-

ously assumed. In october, overall inflation was 1.6 per-

cent and core inflation 2.1 percent. According to Wel-

lershoff & Partners’ estimates, the overall rate of 

inflation now looks likely to rise to as much as 3 percent 

in the first quarter of 2017.

In november, the Eurozone saw the overall inflation 

rate rise from 0.5 to 0.6 percent. the uptick in Italy is 

particularly striking. there, the overall inflation rate rose 

Inflation

Ø 10 years1 Inflation2 Core inflation3

8/2016 9/2016 10/2016 11/2016 8/2016 9/2016 10/2016 11/2016

United States 1.8 1.1 1.5 1.6 1.7 2.3 2.2 2.1 –

Eurozone 1.5 0.2 0.4 0.5 0.6 0.8 0.8 0.8 0.8

   Germany 1.4 0.4 0.6 0.8 0.8 1.1 1.2 1.1 1.3

   France 1.2 0.2 0.4 0.4 0.5 – – – –

   Italy 1.5 -0.1 0.1 -0.2 0.1 0.4 0.5 0.2 0.4

   Spain 1.5 -0.1 0.2 0.7 0.7 0.9 0.8 0.8 0.8

United Kingdom 2.4 0.6 1.0 0.9 1.2 1.3 1.5 1.2 –

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

Japan 0.3 -0.5 -0.5 0.2 – 0.2 0.1 0.2 –

Canada 1.6 1.1 1.3 1.5 – 1.8 1.8 1.6 –

Australia 2.5 1.2 1.3 – – 1.6 1.7 – –

Brazil 6.1 9.0 8.5 7.9 7.0 7.5 7.1 6.9 –

Russia 9.3 6.8 6.4 6.1 5.7 7.0 6.7 6.4 6.2

India 8.1 5.1 4.4 4.2 – – – – –

China 0.1 -0.7 0.3 0.8 0.8 1.6 1.7 1.8 1.9

Advanced economies4 1.5 0.6 0.9 1.1 1.1 1.5 1.4 1.4 1.4

Emerging economies4 3.7 2.3 2.6 2.7 2.7 3.0 3.0 3.0 2.9

World economy4 2.5 1.4 1.7 1.9 1.9 1.9 1.8 1.8 1.8

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: 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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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 1.061 1.26 0.60 0.28 -0.10 1.71 0.99 0.46 -0.02

USDJPY 115.4 -1.01 -0.44 -0.28 -0.85 -1.53 -0.84 -0.55 -1.03

GBPUSD 1.267 0.58 -0.07 -0.20 -0.57 0.86 0.01 -0.20 -0.59

EURCHF 1.078 -0.44 -0.69 -0.38 -0.82 -0.44 -0.70 -0.48 -0.91

USDCHF 1.016 -1.69 -1.29 -0.67 -0.72 -2.15 -1.69 -0.94 -0.88

GBPCHF 1.287 -1.11 -1.36 -0.87 -1.29 -1.29 -1.68 -1.14 -1.47

CHFJPY 113.6 0.69 0.85 0.39 -0.13 0.61 0.85 0.39 -0.14

AUDUSD 0.750 -0.53 -1.46 -2.09 -2.59 0.18 -0.85 -1.47 -2.15
USDCAD 1.313 -0.06 0.32 0.74 0.46 -0.48 -0.09 0.48 0.27

USDSEK 9.189 -1.68 -0.90 0.20 0.36 -1.90 -1.18 0.03 0.28

USDRUB 61.0 8.49 11.18 9.08 7.65 7.70 10.55 8.61 7.86

USDBRL 3.349 12.29 14.00 10.61 9.92 10.27 14.94 10.32 9.79

USDCNY 6.915 2.17 2.53 3.68 2.52 1.59 2.29 3.36 2.27

USDTRY 3.483 8.93 10.60 8.89 9.55 9.34 10.11 8.71 9.77

USDINR 67.45 7.47 7.47 8.77 7.24 5.42 6.04 6.49 4.62

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 1.061 -2.3 -5.6 -3.5 -18.9 1.29 1.14 - 1.44 -17.5

USDJPY 115.4 -4.0 13.0 -4.6 48.3 91.3 60.9 - 121.7 26.4

GBPUSD 1.267 -14.1 -3.9 -16.7 -18.5 1.62 1.42 - 1.81 -21.7

EURCHF 1.078 -0.9 -1.5 -0.3 -12.5 1.22 1.09 - 1.34 -11.4

USDCHF 1.016 1.5 4.4 3.3 7.9 0.97 0.73 - 1.20 5.2

GBPCHF 1.287 -12.8 0.3 -14.0 -12.0 1.54 1.26 - 1.82 -16.3

CHFJPY 113.6 -5.5 8.2 -7.6 37.4 89.1 74.0 - 104.2 27.5

AUDUSD 0.750 3.1 0.1 4.1 -25.6 0.71 0.59 - 0.82 6.1

USDCAD 1.313 -5.5 -0.2 -4.2 27.6 1.20 1.13 - 1.27 9.3

USDSEK 9.189 9.0 8.0 8.4 32.0 7.27 6.34 - 8.20 26.4

USDRUB 61.0 -16.5 -6.2 -12.6 92.4 41.0 33.0 - 49.0 48.9

USDBRL 3.349 -15.3 1.5 -13.7 81.0 2.88 2.36 - 3.39 16.5

USDCNY 6.915 6.5 3.5 7.1 8.6 6.79 6.55 - 7.02 1.9

USDTRY 3.483 19.3 16.8 17.1 85.8 2.61 2.40 - 2.82 33.4

USDINR 67.45 2.0 0.8 0.9 26.7 73.7 70.1 - 77.3 -8.4

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

the ECB will reduce its monthly purchases from 80 to 

60 billion euros in April, but will continue its bond pur-

chases throughout 2017, at least. on a purchasing pow-

er parity basis, the overvaluation of the US dollar has 

further increased lately and the greenback is now over-

valued by around 18 percent.

the EURCHF exchange rate fell below the 1.07 

boundary in november. In addition, data collected by 

Wellershoff & Partners shows that the Swiss national 

Bank spent CHF 10 billion on foreign exchange inter-

ventions in november. After its post-Brexit moves, this 

is the SnB’s second most intensive intervention since 

it abandoned its euro peg in January 2015.

In november, on a trade-weighted basis, the US dollar 

appreciated by over 4 percent. According to the logic of 

the carry strategy, higher interest rates should lure in-

vestors to US dollar investments and thus push the US 

dollar even higher. However, looking at the historical 

link between interest rates on 3-month treasury Bills 

and the US dollar’s exchange rate since 1973, a clear im-

pact is difficult to discern. thus we think the argument 

stands on rather shaky ground.

In the wake of December’s ECB meeting, the euro 

fell by around 1.5 percent in the course of the day. the 

response of the market participants to the ECB’s ex-

panded purchasing program was a likely explanation. 

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 1.061 8.6 10.0 9.0 10.4 8.8 10.9 9.6 10.8

USDJPY 115.4 11.9 12.0 9.8 10.9 11.8 11.6 10.4 11.2

GBPUSD 1.267 11.3 10.1 8.3 9.8 12.6 11.1 8.9 10.2

EURCHF 1.078 4.9 6.0 5.5 6.3 5.6 7.6 6.5 6.7

USDCHF 1.016 8.1 9.3 9.4 10.6 8.5 10.6 10.1 10.8

GBPCHF 1.287 11.0 9.9 8.8 10.1 12.7 11.1 9.4 10.5

CHFJPY 113.6 9.7 10.6 10.7 11.6 11.3 12.2 11.4 12.0

AUDUSD 0.750 10.2 10.2 10.5 12.5 11.7 11.5 11.2 12.8
USDCAD 1.313 8.6 8.1 7.9 9.9 9.7 9.1 8.5 10.2

USDSEK 9.189 9.8 10.6 10.6 12.5 10.2 11.7 11.2 12.7

USDRUB 61.0 13.4 14.6 16.0 13.7 18.8 16.8 16.4 14.8

USDBRL 3.349 17.2 16.8 14.8 15.4 17.8 16.9 15.3 15.8

USDCNY 6.915 2.5 7.3 3.0 3.0 2.6 8.5 3.9 4.6

USDTRY 3.483 12.9 16.9 11.5 13.2 11.6 16.4 12.9 14.6

USDINR 67.45 4.1 6.2 9.1 9.6 4.1 7.5 10.2 10.4

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 -0.7 -0.2 -0.7 -0.9 -0.7 -0.2 -0.7 -0.9

Swiss government bonds 0.5 -4.3 -0.5 10.5 0.5 -4.3 -0.5 10.5

Swiss corporate bonds 0.4 -2.4 -0.4 11.5 0.4 -2.4 -0.4 11.5

Swiss equities (SMI) -5.5 -1.6 -2.0 65.3 -5.5 -1.6 -2.0 65.3

European equities (Stoxx600) 0.1 4.9 3.0 80.9 -0.4 3.3 2.5 58.0

UK equities (Ftse100) 14.8 4.1 20.5 54.7 0.0 2.8 2.9 34.9

Japanese equities (Topix) 1.0 16.7 1.0 130.6 7.7 7.2 9.3 66.8

US equities (S&P 500) 12.8 6.7 14.6 107.3 15.7 11.5 17.9 122.9
Emerging markets equities 12.5 -1.3 15.8 10.9 15.5 3.1 19.1 19.3

Global equities (MSCI World) 8.6 4.4 10.4 76.2 11.4 9.1 13.5 89.4

Swiss real estate 3.2 -2.2 5.7 31.9 3.2 -2.2 5.7 31.9

Global real estate 4.8 -3.3 8.2 69.2 7.5 1.0 11.2 82.0

Commodities 12.2 6.2 12.4 -35.4 15.2 11.0 15.6 -30.6

Brent oil 56.8 18.5 47.6 -47.3 60.9 23.8 51.8 -43.3

Gold 9.1 -12.5 7.7 -26.2 12.0 -8.6 10.8 -20.7

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

From April 2017 the ECB will reduce its monthly bond 

purchases to “only” 60 billion euro. A cutback! But wait 

a moment: now, instead of ending this program in six 

months, as had been expected, it’s been lengthened to 

nine months. An expansion! Because now it will con-

sume 540 billion euro instead of the originally planned 

480. As much as this discussion may astound, it is like-

ly to accompany us in the coming months.

540 > 480


