
EQUITY INVESTORS! WASTE NOT YOUR 
TIME WORRYING ABOUT BOND YIELDS
It is a myth rising bond yields are bad for stocks. In reality they have nothing to do with each 
other. Here is a flash reminder of the facts and theory why.

S U M M A RY

F
inance is a land of myths. One of the most en-
during is higher interest rates are bad for stock 
prices. This in turn comes from an oft-heard 
story linking bond yields to earnings or divi-

dend yields. Indeed many investors base their whole 
valuation narrative on this so-called “Fed model”. 

Which is odd because a relationship between bond 
and dividend yields has no basis in fact nor in theory. 
None. Yet the myth lives on. Indeed, as investors today 
worry about rising interest rates, many are selling  
equities – particularly stocks with higher dividend 
yields. This is potentially a mistake. 

To understand why, consider the chart below of US 
bond and dividend yields since 1950 (anything shorter 
is pure data-mining)1. Look at the 1980s and 1990s 
when bond and dividend yields moved lower in tan-
dem. Because these decades coincided with an explo-
sion in share ownership, the belief that lower interest 
rates help equity prices became widespread.

However, it is also clear this period is far from normal. 
During the 1950s and 60s bond yields rose as dividend 
yields fell. In the 1970s both moved higher. A different 
relationship again after 2000 – with declining bond 
yields co-existing with rising dividend yields. Four 
unique periods, four unique results. 

In other words, there is no historical link between inter-
est rates and share prices (bond yields move with the 
former and PEs, the inverse of earnings yields, move 
with the latter). Nor does theory support a relationship. 
After all, dividends are a claim on real assets (which 
change with inflation) while bond coupons are nominal 
(so do not). Less volatile apples are being compared 
with volatile pears. 

Another theoretical fantasy is that rising bond yields 
mean future dividends must be discounted at a higher 
interest rate, thus reducing their net present value. 
Amusingly, during the 1950–60s bull market – when 
the exact opposite relationship was a given – everyone 
said inflation boosted the future value of dividends.
Both arguments are nonsense for the following reason. 
Of course future earnings are lifted by inflation (and 
hence a company’s ability to pay dividends). But so 
are future interest rates – with the two cancelling each 
other out. Likewise, deflation crimps the value of divi-
dends but lower interest rates compensate.  

To conclude: those claiming a link between bond and 
equity yields are being selective with facts and mud-
dled on theory. It is perfectly possible for investors to 
make great returns on stocks over many years even as 
bond yields rise. 
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1  S&P 500 and ten year Treasuries. The US is used as an example because it has best long-run data but the facts and theory in this paper apply 
to all markets.
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1  Source: Bloomberg, Deutsche Asset Management, as of March 2018

US bond yields and equity yields1
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IMPORTANT INFORMATION – UK

Issued and approved by Deutsche Asset Management (U.K.) Limited of Winchester House, 1 Great Winchester Street, London EC2N 
2DB, authori-sed and regulated by the Financial Conduct Authority (“FCA”) Financial services registration number 429806 and regis-
tered in England & Wales No 5233891. Authorised and regulated by the Financial Conduct Authority (“FCA”). This document is a 
financial promotion for the purposes of the FCA's Handbook of rules and guidance. DeAAM Global is also registered with the U.S. 
Securities and Exchange Commission under the Investment Advisers Act 1940 (the “Advisers Act”), however it complies with the Advisers 
Act only with respect to US clients. 

 © March 2018 Deutsche Asset Management UK Ltd

(For investors in Nordics: Deutsche Bank AG is authorized under German banking law (competent authority: European Central Bank and 
the BaFin, Germany's Federal Financial Supervisory Authority. Deutsche Bank Branches operates within the EEA on the back of the legal 
entity (Deutsche Bank AG) EU Passports within the European Economic Area (“EEA”). Reference is made to European Union Regulatory 
Background and Corporate and Regulatory Disclosures at https://www.db.com/en/content/eu_disclosures_uk.htm.  Details about the 
extent of our authorisation and regulation by BaFin are available from us on request." DBS is acting for and behalf of Deutsche Asset 
Management (UK) Ltd and if you decide to enter into a transaction with Deutsche Bank AG or one of its affiliates (“the principal”) will 
any and all contractual and commercial agreements be as entered into with that principal. This presentation is for information purposes 
only and is not intended to be an offer or an advice or recommendation or solicitation, or the basis for any contract to purchase or sell.

IMPORTANT INFORMATION 

Marketing Material. This document is a `non-retail' communication within the meaning of the FCA's rules and is directed only at persons 
satisfying. This document is not intended for and should not be relied upon by a retail client. DB SPECIFICALLY DISCLAIMS ALL 
LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS 
INCURRED BY A PROSPECTIVE INVESTOR OR ANY THIRD PARTY THAT MAY ARISE FROM ANY RELIANCE ON THIS 
DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers 
investment products, or Deutsche Investment Management Americas Inc. and RREEF America L.L.C., which offer advisory services.

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive it. 
It is intended for informational purposes only. It does not constitute investment advice, a recommendation, an offer, solicitation, the basis 
for any contract to purchase or sell any security or other instrument, or for Deutsche Bank AG or its affiliates to enter into or arrange any 
type of transaction as a consequence of any information contained herein. Neither Deutsche Bank AG nor any of its affiliates gives any 
warranty as to the accuracy, reliability or completeness of information which is contained in this document. Except insofar as liability under 
any statute cannot be excluded, no member of the Deutsche Bank Group, the Issuer or any office, employee or associate of them accepts any 
liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss 
or damage whether direct, indirect, consequential or otherwise suffered by the recipient of this document or any other person.

The views expressed in this document constitute Deutsche Bank AG or its affiliates’ judgment at the time of issue and are subject to change. 
This document is only for professional investors. This document was prepared without regard to the specific objectives, financial situation or 
needs of any particular person who may receive it. No further distribution is allowed without prior written consent of the Issuer.

Investments are subject to risk, 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.

Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. Investments come with risk. 
The value of an investment can fall as well as rise and your capital may be at risk. You might not get back the amount originally invested at 
any point in time. The comments, opinions and estimates contained herein are based on or derived from publicly available information from 
sources that we believe to be reliable. We do not guarantee their accuracy. This material is for informational purposes only and sets forth our 
views as of this date. The underlying assumptions and these views are subject to change without notice.

For Investors in Switzerland: This material is intended for information purposes only and does not constitute investment advice or a 
personal recommendation. This document should not be construed as an offer to sell any investment or service. Furthermore, this 
document does not constitute the solicitation of an offer to purchase or subscribe for any investment or service in any jurisdiction where, or 
from any person in respect of whom, such a solicitation of an offer is unlawful. Neither Deutsche Bank AG nor any of its affiliates, gives any 
warranty as to the accuracy, reliability or completeness of information which is contained in this document. Past performance or any 
prediction or forecast is not indicative of future results. The views expressed in this document constitute Deutsche Bank AG or its affiliates' 
judgment at the time of issue and are subject to change. Deutsche Bank has no obligation to update, modify or amend this letter or to 
otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, 
changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.  Prices and availability of financial 
instruments also are subject to change without notice. 

Outside the U.S. for institutional client use only. In the U.S. for Institutional Use and Registered Rep Use Only. Not for public viewing or distribution
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IMPORTANT INFORMATION – GERMANY
The information contained in this document does not constitute investment advice.

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 docu-
mentation relating to the transaction and not the summary contained herein.

This document may not be reproduced or circulated without our written authority. The manner of circulation 
and distribution of this document may be restricted by law or regulation in certain countries 

Deutsche Asset Management Investment GmbH does not give tax or legal advice. Investors should seek advice 
from their own tax experts and lawyers, in considering investments and strategies suggested by Deutsche Asset 
Management Investment GmbH. 

© Deutsche Asset Management Investment GmbH , March 2018. All rights reserved. No further distribution is 
allowed without prior written consent of the Issuer.

(For investors in Switzerland (continued): The information provided in this document is addressed solely to Qualified Investors pursuant 
to Article 10 paragraph 3 of the Swiss Federal Act on Collective Investment Schemes (CISA) and Article 6 of the Ordinance on Collective 
Investment Schemes. This document is not a prospectus within the meaning of Articles 1156 and 652a of the Swiss Code of Obligations and 
may not comply with the information standards required thereunder. This document may not be copied, reproduced, distributed or passed 
on to others without the prior written consent of Deutsche Bank AG or its affiliates.

IMPORTANT INFORMATION – EMEA 
Deutsche Bank does not give tax or legal advice. Investors should seek advice from their own tax experts and 
lawyers, in considering investments and strategies suggested by Deutsche Bank. Investments with Deutsche 
Bank are not guaranteed, unless specified. Unless notified to the contrary in a particular case, investment instru-
ments are not insured by the Federal Deposit Insurance Corporation (“FDIC”) or any other governmental entity, 
and are not guaranteed by or obligations of Deutsche Bank AG or its affiliates.

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 deci-sion, you should rely on the final 
documentation relating to the transaction and not the summary contained here-in. This document may not be 
reproduced or circulated without our 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 cit-izen 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 Deutsche Bank 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.

Kingdom of Bahrain

For Residents of the Kingdom of Bahrain: This document does not constitute an offer for sale of, or participation 
in, securities, derivatives or funds marketed in Bahrain within the meaning of Bahrain Monetary Agency Regula-
tions. All applications for investment should be received and any allotments should be made, in each case from 
outside of Bahrain. This document has been prepared for private information purposes of intended investors only 
who will be institutions. No invitation shall be made to the public in the Kingdom of Bahrain and this document 
will not be issued, passed to, or made available to the public generally. The Central Bank (CBB) has not reviewed, 
nor has it approved, this document or the marketing of such securities, derivatives or funds in the Kingdom of 
Bahrain. Accordingly, the securities, derivatives or funds may not be offered or sold in Bahrain or to residents 
thereof except as permitted by Bahrain law. The CBB is not responsible for performance of the securities, deriva-
tives or funds.
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IMPORTANT INFORMATION – EMEA (continued)
State of Kuwait

This document has been sent to you at your own request. This presentation is not for general circulation to 
the public in Kuwait. The Interests have not been licensed for offering in Kuwait by the Kuwait Capital Markets 
Authority or any other relevant Kuwaiti government agency. The offering of the Interests in Kuwait on the basis a 
private placement or public offering is, therefore, restricted in accordance with Decree Law No. 31 of 1990 and 
the implementing regulations thereto (as amended) and Law No. 7 of 2010 and the bylaws thereto (as amended). 
No private or public offering of the Interests is being made in Kuwait, and no agreement relating to the sale of the 
Interests will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer 
or market the Interests in Kuwait.

State of Qatar

Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre 
Regulatory Authority. Deutsche Bank AG – QFC Branch may only undertake the financial services activities that 
fall within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, 
Tower, West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank 
AG. Related financial products or services are only available to Business Customers, as defined by the Qatar 
Financial Centre Regulatory Authority.

Kingdom of Saudi Arabia

Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the Capital Market 
Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall within the 
scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, 
P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.

United Arab Emirates

Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by the Dubai 
Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services activities 
that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International 
Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distrib-
uted by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as 
defined by the Dubai Financial Services Authority.

© March 2018 Deutsche Asset Management Investment GmbH

IMPORTANT INFORMATION – APAC

Although the information herein has been obtained from sources believed to be reliable, we do not guarantee its 
accuracy, completeness or fairness. Opinions and estimates may be changed without notice and involve a num-
ber of assumptions which may not prove valid. We or our affiliates or persons associated with us or such affili-
ates (“Associated Persons”) 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 Deutsche Bank and is 
not investment research. Therefore, laws and regulations relating to investment research do not apply to it. Any 
opinions expressed herein may differ from the opinions expressed by other Deutsche Bank departments including 
research departments. This document may contain forward looking statements. Forward looking statements in-
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IMPORTANT INFORMATION – APAC (continued)

clude, 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 mate-
rial. 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 indicat-ed. Therefore, 
actual results may vary, perhaps materially, from the results contained herein. No representation or warranty is made by Deutsche 
Bank as to the reasonableness or completeness of such forward looking state-ments or to any other financial information contained 
herein.

This document may not be reproduced or circulated 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, where such distribution, publication, 
availability or use would be contrary to law or regulation or which would subject Deutsche Bank 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 
Deutsche Bank AG or its affiliates.

IMPORTANT INFORMATION – UNITED STATES

Notice to prospective Investors in Japan: This document is distributed in Japan by DeAMJ. Please contact the responsible employee 
of DeAMJ in case you have any question on this document because DeAMJ serves as contacts for the product or service described in 
this document. This document is for distribution to Professional Investors only under the Financial Instruments and Exchange Law.

Deutsche Bank does not give tax or legal advice. Investors should seek advice from their own tax experts and 
lawyers, in considering investments and strategies suggested by Deutsche Bank. Investments with Deutsche 
Bank are not guaranteed, unless specified.

This document may not be reproduced or circulated without our written authority. 

For purposes of ERISA and the Department of Labor’s fiduciary rule, we are relying on the sophisticated fiduciary exception 
in marketing our services and products through intermediary institutions, and nothing herein is intended as fiduciary or 
impartial investment advice.

© March 2018 Deutsche Asset Management Investment GmbH 
All rights reserved. 056125-1 Global ex US
056185-1 (3/18) U.S. only




