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 — Global financial markets experienced sharp price fluctuations towards the end of the week  

— The main trigger is likely to have been the combination of poor economic data, increased geopolitical uncertainty and a 

softening on the consumer side around the globe  

— Although we do not expect a bear market, we would not be surprised to see heightened volatility in the next months 
  

Anticipating a market correction is tricky business, nevertheless we would claim that some sort of pullback was to be expected. Markets 

had simply been priced for perfection.  

 

The global industrial cycle seems to lose momentum again. European hard data such as industrial production and incoming orders 

have been soft for some time. Recently, however, sentiment indicators have weakened again, following a period of stabilization, like 

the German IFO index or manufacturing purchasing-manager indices (PMIs) from all over the place. While markets have been pricing 

in the narrative of a soft Chinese economy for some time, the Caixin manufacturing PMI dropping by 2 points to now below 50 added 

to these concerns. Thursday’s U.S. manufacturing ISM confirmed the picture, with employment and orders components in particular 

painting quite a weak picture. The labor market was key for keeping the U.S. out of recession so far. While jobs growth remains positive, 

Friday’s U.S. labor-market report was clearly an additional sign of weakness in the United States.1 

 

Among the big economies, Germany is particularly exposed to a weakness in the industrial sector, with manufacturing accounting for 

19% of gross domestic product (GDP), with Japan coming second among the G7 countries. Meanwhile, tech-heavy countries like Taiwan 

and South Korea still look robust from our perspective. 

 

Up to now, stock markets were supported by two reasons:  

For one, the tech- and AI-related capex spending expectations have outweighed concerns about the weakness on the industrial side. 

Secondly, the market has ignored weaker economic data, focusing on the positive interpretation that a weaker economy would 

dampen inflation and clear the way for rate cuts. While the reported official inflation rates have slowed down on their way to 2%, 

there are plenty of indications that the underlying inflationary pressure is easing. Hence, the first U.S. Federal Reserve (Fed) cut should 

only be a matter of weeks.  

 

From a market perspective, however, it remains a fine line between economic indicators that are weak enough to justify rate cuts and 

at the same time do not weaken too much to be pointing at a recession. The differentiation between the two sides is whether the 

 
 
1 Source for all market data is Bloomberg Finance L.P. as of 8/2/24 
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market takes bad (economic) news as good news or as bad news. After months of a “bad-news-is-good-news attitude,” bad news are 

now starting to worry the market, despite the prospect of imminent rate cuts. There are now more voices raising concerns that the 

Fed might fall behind the curve. As Thomas Schüssler, DWS Global Co-Head of Equity, puts it: "The faster the Fed has to cut rates, the 

more dangerous it becomes for the stock market." 

 

We also acknowledge that geopolitical tensions are on the rise, especially with regards to the situation in the Middle East. Seasonality 

plays a role as well. Up to mid-July, the S&P 500’s 2024 performance almost spot on tracked 2023 (with the exception of last year’s 

Silicon Valley Bank turbulences). Just like in 2023, the air seems to become thinner now.  

For sovereign bond markets, the turbulences contributed to yields trading lower and curves dis-inverting and steepening. We expect 

the prospect of central banks cutting rates to continue to support bond markets.  

 

For equities, we are seeing a “largely justified correction,” as David Bianco, DWS CIO Americas, puts it. While the earnings season was 

good enough, there were clear warnings about a softening on the consumer side. We would not be surprised if markets were to remain 

choppy for the weeks to come, however, we don’t expect a bear market. 

 

The sell-off in Japanese equities was particularly severe, with Japanese indices entering correction territory after Friday’s drop. In 

addition to all the factors outlined before, the strength of the yen after Wednesday’s Bank of Japan (BoJ) rate hike also played a role. 

Nevertheless, Ivy Ng, DWS CIO APAC, believes: “The medium-term fundamentals haven’t changed. Unless the yen were to strengthen 

much more, the market should stabilize again soon.” 
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The Bank of Japan (BoJ) is the central bank of Japan. 
Technically, a bear market refers to a situation where the index's value falls at least 20% from a recent high. 
Capital expenditure (Capex) are funds used by a company to acquire or upgrade physical assets such as property, industrial buildings or equipment. 
A correction is a decline in stock market prices. 
The gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's borders in a specific time 
period. 
The Group of 7 (G7) consists of the finance ministers and central-bank governors of the seven major advanced economies as reported by the Interna-
tional Monetary Fund: Canada, France, Germany, Italy, Japan, the United Kingdom and the United States. They meet to discuss primarily economic 
issues. 
The ifo Business Climate Index is a highly regarded indicator of economic sentiment in Germany. 
Inflation is the rate at which the general level of prices for goods and services is rising and, subsequently, purchasing power is falling. 
The ISM Purchasing Manager Index, published by the Institute for Supply Management, measures economic activity by assessing the sentiment 
among purchasing managers. It is an important indicator of the economic health. 
The Japanese yen (JPY) is the official currency of Japan. 
The Purchasing Managers' Index (PMI) is an indicator of the economic health of the manufacturing sector in a specific country or region. 
A recession is, technically, when an economy contracts for two successive quarters but is often used in a looser way to indicate declining output. 
The S&P 500 is an index that includes 500 leading U.S. companies capturing approximately 80% coverage of available U.S. market capitalization. 
The U.S. Federal Reserve, often referred to as "the Fed," is the central bank of the United States. 
 

 

 

 

 



 
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products 
or services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and 
employees (collectively “DWS”) are communicating this document in good faith and on the following basis. 
 
This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction 
and should not be treated as investment advice. 
 
This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring 
the impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, 
opinions, models and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of 
such forward looking statements. Past performance is no guarantee of future results. 
 
The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness or 
fairness of such information. All third party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend 
this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth 
herein, changes or subsequently becomes inaccurate. 
 
Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 
 
No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions 
which may not prove valid. 
DWS does not give taxation or legal advice.  
 
This document may not be reproduced or circulated without DWS’s written authority.  
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary to law or 
regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within such jurisdiction. 
Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions. 
 
For institutional / professional investors in Taiwan: 
This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the income from it 
will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future performance. This is a marketing 
communication. It is for informational purposes only. This document does not constitute investment advice or a recommendation to buy, sell or hold 
any security and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views and opinions expressed herein, which 
are subject to change without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from 
various sources believed to be reliable, but the accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or 
consequential losses arising from their use. The duplication, publication, extraction or transmission of the contents, irrespective of the form, is not 
permitted. 
 
© 2024 DWS Investment GmbH 
 
Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority. 
© 2024 DWS Investments UK Limited 
 
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by the Securities 
and Futures Commission. 
© 2024 DWS Investments Hong Kong Limited 
 
In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the Monetary 
Authority of Singapore. 
© 2024 DWS Investments Singapore Limited 
 
In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this document has not 
been reviewed by the Australian Securities and Investments Commission. 
© 2024 DWS Investments Australia Limited 
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The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, 
or DWS Investment Management Americas Inc. and RREEF America L.L.C., which offer advisory services. 
 
This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making 
an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and strategies 
described or provided by DWS, are appropriate, in light of their particular investment needs, objectives and financial circumstances. Furthermore, this 
document is for information/discussion purposes only and does not and is not intended to constitute an offer, recommendation or solicitation to 
conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type 
of transaction as a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsid-
iaries and affiliates, does not provide legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or 



marketing, to the extent permitted by applicable law, of the transaction or matter addressed herein, and was not intended or written to be used, and 
cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient of this communication should seek 
advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are 
not guaranteed, unless specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect 
our judgment on the date of this report, are subject to change without notice and involve a number of assumptions which may not prove valid. 
 
Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of 
income and principal invested. The value of investments can fall as well as rise and you may not recover the amount originally invested at any point in 
time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. Further, investment in interna-
tional markets can be affected by a host of factors, including political or social conditions, diplomatic relations, limitations or removal of funds or assets 
or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments denominated in an alternative currency 
will be subject to currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the investment. This 
document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a transaction. 
The terms of an investment may be exclusively subject to the detailed provisions, including risk considerations, contained in the Offering Documents. 
When making an investment decision, you should rely on the final documentation relating to the investment and not the summary contained in this 
document. 
 
This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, 
opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of 
this material. Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration 
of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the 
results contained herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements 
or to any other financial information contained herein. We assume no responsibility to advise the recipients of this document with regard to changes 
in our views. 
 
No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be 
achieved. Any securities or financial instruments presented herein are not insured by the Federal Deposit Insurance Corporation (“FDIC”) unless specif-
ically noted, and are not guaranteed by or obligations of DWS or its affiliates. We or our affiliates or persons associated with us may act upon or use 
material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the views discussed herein. Opinions expressed 
herein may differ from the opinions expressed by departments or other divisions or affiliates of DWS. This document may not be reproduced or circu-
lated without our written authority. The manner of circulation and distribution of this document may be restricted by law or regulation in certain 
countries. This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary 
to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within such 
jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions. 
 
Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. 
Further information is available upon investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to 
the provider. 
 
For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits 
of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion purposes only and 
does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not constitute an offer, an invitation 
to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation 
relating to the transaction you are considering, and not the information contained herein. DWS Group is not acting as your financial adviser or in any 
other fiduciary capacity with respect to any transaction presented to you. Any transaction(s) or products(s) mentioned herein may not be appropriate 
for all investors and before entering into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made 
an independent assessment of the appropriateness of the transaction(s) in the light of your own objectives and circumstances, including the possible 
risks and benefits of entering into such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you 
decide to enter into a transaction with DWS Group you do so in reliance on your own judgment. The information contained in this document is based 
on material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates and 
opinions contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections 
are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past perfor-
mance is not a guarantee of future results. The distribution of this document and availability of these products and services in certain jurisdictions may 
be restricted by law. You may not distribute this document, in whole or in part, without our express written permission. 
 
For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in 
compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-
Bermudian persons (including companies) may not carry on or engage in any trade or business in Bermuda unless such persons are permitted to do so 
under applicable Bermuda legislation.    
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