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With an uninspiring macroeconomic outlook and 'low rates 

for longer,' we turn again to the traditional safe-haven asset: 

gold [for more details on our asset-class positioning please 

go to DWS CIO View Quarterly "Ready for sideways trad-

ing" as of 9/12/19 and DWS Multi-Asset View Americas as 

of 10/11/19]. Bad news is good for gold investors but per-

haps not even they would have dared dream at the begin-

ning of the year that both the European Central Bank (ECB) 

and the U.S. Federal Reserve (Fed) would return to expan-

sionary monetary policy. Gold has therefore been able to 

set off on another good run. At the beginning of September, 

it reached 1,557 U.S. dollars per troy ounce, its highest 

since early 2013 – still some way short, however, of its 

above 1,800 dollar peaks of 2011. It was not only declining 

real interest rates that drove the gold price. Brexit uncertain-

ty, geopolitical conflicts in the Middle East and the Sino-

American trade conflict have all supported the yellow metal. 

And for now they seem likely to continue doing so. Although 

Washington and Beijing are again engaged in negotiations, 

a final agreement seems unlikely in the near future. The 

upcoming elections in the United States are not likely to 

reduce market volatility either. Gold demand is the key, with 

the price chiefly determined by what financial investors are 

willing to pay. Global central banks, especially Turkey, but 

also China and Russia, have stocked up on the yellow pre-

cious metal in recent years, although China and Russia less 

so recently. For these three central banks, greater inde-

pendence from the U.S. dollar is likely to be a further incen-

tive to increase their gold inventory, not least because of the 

threat of further sanctions by the United States. Will gold be 

tamed? Perhaps not. But at least in the short term some 

progress in trade talks and perceived lower geopolitical 

risks might limit its upside.  

What about other precious metals? Palladium remains well 

supported, not only by Fed and ECB monetary policy and 

supply deficits, which potential strikes in South Africa might 

exacerbate further. The fact that substitution of palladium by 

platinum in automotive applications looks less likely than 

previously thought is supportive on the demand side as 

well.  

While palladium benefits from supply deficits, oil is back 

again from supply concerns to demand worries. The supply 

shock from a major drone attack on Saudi oil infrastructure 

at Abqaiq and Khurais only had a short-lived effect. We see 

shrinking industrial production and risks to global demand 

as more serious for oil. Actually, the supply side looks 

healthier. Brazil, Norway and the United States could poten-

tially add 1.6 million barrels per day to oil production next 

year. We therefore believe prices are more likely to fall than 

rise. Any balance will depend on Saudi Arabia's willingness 

to reduce production capacity to offset decelerating global 

demand. In the short term, however, elevated geopolitical 

risks and U.S.-China trade negotiations may keep oil prices 

volatile.  

In agricultural commodities, China is experiencing food-

price inflation due to the African-Swine-Flu epidemic1, which 

has decimated hog parcels. Additional tariff exemptions 

from China on lean hogs as well as on U.S. soybeans are 

October 31, 2019 

October 31, 2019 

CIO Commodity 
Commentary 

CIO  VIEW 

 We believe that strategically risks to global demand will weigh on oil prices as con-

cerns over global trade and shrinking industrial production have a negative impact 

on global GDP growth. 

 While there is some progress in trade negotiations, we are cautious whether this 

can translate into better fundamentals for agricultural products. In our view, it is 

becoming evident that China will only purchase as much soybeans and pork as it 

needs to satisfy domestic demand, irrespective of the promises it might make.  

 In the near term, the recently calming trade-war rhetoric limits the gold-price up-

side. Longer-term, uncertainty in the economy due to geopolitical events, global 

growth and trade policy is likely to drive the gold price higher. 

Darwei Kung 

Head of Commodities and 

Portfolio Manager 

IN
 A

 N
U

T
S

H
E

L
L

 

VOLATILE TIMES AHEAD 

1 A highly contagious viral disease of wild and domestic pigs.   
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supportive of prices. Despite substantial purchases of soy-

beans and pork by China over the previous few weeks, lean 

hogs and soybeans are still underperforming, however. And 

we don't believe that China will purchase more agricultural 

goods than needed to satisfy domestic demand despite any 

commitments in a preliminary deal. But we continue to mon-

itor for additional purchases of these commodities through 

November. Supply shortages might be a positive catalyst for 

prices as data showed harvest of soybeans and corn signifi-

cantly behind historical averages, increasing the potential 

for frost damage the longer the harvest is delayed.  

Meanwhile, the fundamental outlook for sugar is improving 

as sugarcane is increasingly diverted toward ethanol pro-

duction in Brazil. We are closely watching the developments 

as the low sugar/ethanol mix2 in Brazil begins to tighten the 

market.  

2 The amount of cane that is diverted to biofuel versus sweetener.  

GLOSSARY 

Brexit is a combination of the words "Britain" and "Exit" and de-

scribes the exit of the United Kingdom of the European Union. 

A central bank manages a state's currency, money supply and in-

terest rates.  

The European Central Bank (ECB) is the central bank for the Euro-

zone. 

Inflation is the rate at which the general level of prices for goods 

and services is rising and, subsequently, purchasing power is fall-

ing. 

Monetary policy focuses on controlling the supply of money with the 

ulterior motive of price stability, reducing unemployment, boosting 

growth, etc. (depending on the central bank's mandate). 

The real interest rate is the nominal interest rate adjusted for infla-

tion as measured by the GDP deflator. 

The U.S. dollar (USD) is the official currency of the United States 

and its overseas territories. 

The U.S. Federal Reserve, often referred to as "the Fed", is the 

central bank of the United States. 

Volatility is the degree of variation of a trading-price series over 

time. It can be used as a measure of an asset's risk. 
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IMPORTANT INFORMATION: EMEA 

The following document  is intended as marketing communication. 

DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be 

provided DWS products or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, of-

fering materials or other documentation relevant to such products or services. 

The information contained in this document does not constitute investment advice. 

All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice. 

Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical 

performance analysis, therefore actual results may vary, perhaps materially, from the results contained here. 

Past performance, [actual or simulated], is not a reliable indication of future performance. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This market-

ing communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading 

prior to the publication of financial analyses. 

This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and 

publication is permissible in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited 

in the USA as well as to or for the account of US persons and persons residing in the USA.  
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IMPORTANT INFORMATION: UK 

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct Au-

thority (Registration number 429806). 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS 

brand are specified in the respective contracts, sales materials and other product information documents. 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 a financial promotion and is for general information purposes only and consequently may not be complete or accurate for 

your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, 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. It has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. 

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. 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 suitability and appropriate, in light of their particular investment 

needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to chang-

es in our views. 

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy, 

completeness or fairness of such information and it should not be relied on as such. 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. 

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding 

the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. 

The relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with 

respect to any tax implications on the investment suggested. 

This document 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 document. 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 in this document. 

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 
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IMPORTANT INFORMATION – APAC 

 
DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS 
brand are specified in the respective contracts, sales materials and other product information documents.  DWS Group GmbH & Co. KGaA, 
its affiliated companies and its officers and employees (collectively “DWS Group”) are communicating this document in good faith and on the 
following basis.  

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 Group, 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 constitute an offer, rec-
ommendation or solicitation to conclude a transaction and should not be treated as giving investment advice. 

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering invest-
ments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified. 

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income 
and principal invested. The value of investments can fall as well as rise and you might not get back 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. The terms of 
any investment will 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 transaction and not the summary contained 
herein. Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or 
warranty as to future performance. 

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, com-
pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without 
notice and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of 
America Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it 
may (i) maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a 
market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation. 

The document was not produced, reviewed or edited by any research department within DWS Group and is not investment research. There-
fore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions 
expressed by other DWS Group departments including research departments. This document may contain forward looking statements. 
Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical perfor-
mance 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 addi-
tional 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 Group as to the reasonableness or completeness of such forward looking 
statements or to any other financial information contained herein. 

This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this 
document may be restricted by law or regulation in certain countries, including the United States. 

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 con-
trary to law or regulation or which would subject DWS Group 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. 

Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation 
(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group. 

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by 
the Securities and Futures Commission. 
© 2019 DWS Investments Hong Kong Limited 

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by 
the Monetary Authority of Singapore. 
© 2019 DWS Investments Singapore Limited 

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this 
document has not been reviewed by the Australian Securities Investment Commission. 
© 2019 DWS Investments Australia Limited 
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