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Global Nominal GDP growth still very weak

1

G7 still fairly weak relative to history World NGDP growth in Dollars very negative

Source: Deutsche Bank, GFD
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Global Inflation very low at the moment.. Close to multi-decade 
lows most regions...

2

Euro median inflation at zero... .. As is Japan and US inflation...

Source: Deutsche Bank, GFD
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The modern era has seen a positive inflation bias – before the last 
70 years deflation almost as common as inflation

3

Percentage of Countries with Negative YoY
Inflation since 1800

Global Median YoY Inflation since 1210 (top) 
and 1800 (bottom)

Source: Deutsche Bank, GFD
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Sometimes we don’t appreciate just how unusual the financial 
world is today

4

UK Base Rates (0.5%) lowest (by 1.5%) since BoE formed in 1694…

Source: Deutsche Bank, GFD
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A Journey into the Unknown

5

Fed Balance Sheet ($bn), in 2015 Dollars

Source: Deutsche Bank, Haver, St. Louis Fed, Bloomberg Finance LLP
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BoJ – One of the greatest monetary experiments in history?

6

Big DM central banks balance sheets as % of GDP

Source: Deutsche Bank, Bloomberg Finance LLP
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The risk rally since end-September has erased YTD 
losses in many cases. Equities continue to be the key 
outperformer

Note: (*) Total return accounts for both income (interest or dividends) and capital appreciation. (**) FX, Commodities are spot returns.
Source: Bloomberg Finance LP, Deutsche Bank Research. As of 17-Nov, Europe COB

Strong 
underperformer YTD, 
have not participated 

in recent risk rally

EUR HY 
outperformed on 

further ECB 
easing

With few exceptions, equities 
outperformed during this rally –

leading many indices to erase YTD 
losses

Main outperformer 
since end-Sept., 

following summer 
collapse

Resumption of 
dollar strength with 
hawkish Fed turn

Renewed 
weakness 

following dovish 
ECB

US IG sold-off 
as treasury 
yields rose
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Is this Cycle Becoming Extended?

8

Length of Business Cycle Expansions since 1854 (months)

Source: Deutsche Bank, NBER
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A long US business cycle but very weak relative to history…

9

Current US Nominal GDP Growth vs. Other Recoveries since 1921

Source: Deutsche Bank, GFD, NBER
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US Nominal GDP (YoY) the Quarter the FED Raised Rates post 
WWII

10

Only 2 of 118 hikes lower than current level... And they were quickly reversed..

Source: GFD
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China and global growth concerns had dominated 
markets since the summer

Weak data in China / EM, some disappointing 
US data and the renewed decline in oil 
prices sparked fears of a global growth 
slowdown

Fed’s decision not to hike in September citing 
these global headwinds exacerbated 
concerns

Worries appeared overdone; since then the data 
have stabilised or improved...

Data in China have surprised to the upside
US data have been mixed but on average 

point to resilient domestic demand
Eurozone data confirm stable above-trend 

growth
Global manufacturing, which had been 

particularly weak, appears to have 
bottomed

...and monetary policy has become clearer with a 
rate cut in China, signals of ECB easing and 
renewed expectations of a Fed hike

PMIs, the single best indicator of global growth 
momentum, have generally improved

This has reduced the risk of a downside scenario 
and helped fade global growth concerns 11

Macro data and clarity on monetary policy have 
reduced the risk of a negative scenario, diminishing 
global growth concerns
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Supportive data has improved China sentiment –
Q4 2015 consensus forecasts were revised up

We still expect a near-term growth pickup led by a 
rebound in investment spending

PMIs have stabilised and risen in some cases
Strong land sales indicate a rebound of 

property investment 
Extent to which improving land sales trend 

boosts fiscal situation and government 
spending is underappreciated by the 
market

Policy easing will continue to support growth
Aggressive fiscal and monetary easing 

started several months ago
Fiscal easing continues and we see further 

monetary easing (RRR* cuts) through 
end-2016

Beyond the cyclical rebound, growth set to 
continue its structural decline

Signals that growth target likely to be reduced 
to 6.5% from 7% in next five year plan 
(2016-20) 

Next year’s growth objective remains 
uncertain

Lower growth target helps policy makers to 
balance growth and structural 
adjustments 12

In China, better macro data have diminished downside 
risks, increasing support for our “no hard landing” view

Note (*): Reserve requirement ratio for large banks.

Deutsche Bank

11/25/2015

China reserves fall for the first time in over a decade - is this 
Quantitative Tightening?

13

PBOC Total Assets (CNY bn)

Source: Deutsche Bank, Bloomberg Finance LLP
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Demographics. Is Europe the next Japan? Will US be spared the 
same fate?

14

% Change in the Overall Population (left) and Economically Active' 15-64 Year Old 
Group (right)

Source: Deutsche Bank, Bloomberg Finance LLP
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Without US QE, S&P 500 has struggled to match QE performance

15

S&P 500 and Fed Balance Sheet

Source: Deutsche Bank, Bloomberg Finance LLP
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Highest Global Asset Prices on Record? Combined Valuation of 
Global Equity, Bond and Housing. 100% most expensive, 0% 
cheapest
15 DM Country Equity, Bond and Housing (%)

Just Equity and Bonds (no Housing)

Individual Countries in Top 20% vs History

Individual Time Series of 15 Countries

16

Source: Deutsche Bank, Bloomberg Finance LLP, Mark-it Group
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Impact of First US Rate Hike on Economic/Market Variables. Data 
since 1950.
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Equities Bond Yields Credit Spreads

CPINominal GDPReal GDP

Source: Deutsche Bank, GFD
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CPI Real GDP Equities

Equities vs USReal GDP vs USCPI vs US CPI

Source: Deutsche Bank, GFD
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2010-14 saw the lowest 5-yr cumulative default rate for BBs and 
single-Bs on record... Extending a 13-year ultra low run

19

Global Single-B Annual Default Rates
Global BB and Single-B 5yr Cumulative 
Default Rates by Cohort

Source: Deutsche Bank ,Moody’s
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US Default Model

20

US Default Model vs Actual Default Rate

Source: Deutsche Bank, Moody’s
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Is credit market liquidity the most underpriced it’s ever been?

21

Outstanding US Corporate Bond Market vs US Dealer’s Inventory ($bn)

Source: Deutsche Bank, SIFMA, Federal Reserve Bank of New York
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Safer fixed income assets have been impacted by the liquidity 
withdrawal to a greater extent

22

12 Month Average Daily Trading Volumes for HY, IG and Treasuries as a Percent of 
Market Size (%)

Source: Deutsche Bank, TRACE, Federal Reserve
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Incumbent centre-right coalition lost 
its majority at October election

Base case of a minority centre-right 
government failed following 
opposition from a united left

A Socialist-led leftist government 
appears more likely

Caretaker government 
followed by new elections 
also possible

The left’s programme avoids radical 
policies but is overall negative 
for future growth and debt 
sustainability

Concessions made to radical-
left

Reform progress unlikely, 
could even see policy 
regression

Deficit targets sensible but risk 
of fiscal slippage

By keeping sovereign bond yields 
contained ECB support reduces 
incentives to reform and be 
fiscally disciplined (moral 
hazard)

Sense of political risk in Spain 
heightened due to Catalonia...

Steps toward independence 
following September pro-
independence vote

Firm response from Madrid

...But expect a compromise that 
avoids independence centred 
on overhaul of regional 
financing

Risk of negative outcome at the 
Dec. general election is 
receding

Breakdown of 2-party system*, 
rise of Podemos** a 
concern

Opinion polls show a rising 
chance of a more pro-
business government…

…Reducing risk of a 
fragmented government 
and of radical left 
influencing economic 
policy 

Polls can evolve – but 
baseline scenario is 
market positive

Increased political stability as both 
incumbent SYRIZA and 
opposition support agreement 
with Europe

Key priorities for Greece are debt 
relief and bank recapitalisation

Some issues remain unresolved; 
there will be noise in 
negotiations, but should see 
rapid compromise 

Reform implementation is key for 
avoiding a re-escalation of the 
crisis

Political risk remains across Europe, but we don’t expect materially 
adverse scenarios that would jeopardise the recovery

Referendum on EU membership by 
end-2017, possibly during 2016 
– with negotiations in coming 
quarters

Some of the UK’s demands 
are legitimate calls for EU 
reform

Support for an IN vote has eroded in 
recent months

But Brexit is a bad outcome for both 
sides and we ultimately expect 
a compromise that avoids it

It’s getting political – 13-Nov-2015

Note: (*) Neither of the two major traditional parties, centre-right incumbent Partido
Popular (PP) and Socialists, likely to win majority). (**) Radical left party

SpainPortugal Greece

UK and Brexit
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Challenging oil fundamentals should keep prices low 
until 
supply / demand rebalances toward end-2016
Oil prices are once again testing post-crisis lows 

after a brief period of stability

Concerns have risen that oil prices are likely to 
remain lower for longer

For example, the IEA* recently called for oil 
supply to remain above demand through 
2020

A sustained rebound in oil prices is unlikely in the 
near-term given negative fundamentals

Oil market remains in substantial oversupply

OECD inventories to rise from already high 
levels through H1-2016

Declining rig count in the US likely needed to 
support price until US production falls 
more convincingly

However we see supply / demand rebalancing 
toward end-2016

Should allow for a more sustainable, 
although very gradual, rise in oil prices

End-2016 Brent forecast of USD59/bbl

Nonetheless, risks remain to the downside of this 
view, which requires a sharp drop in US supply 

Note: (*) International Energy Agency

Deutsche Bank
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specifically designated in the name of the entity. Reports on Japanese listed companies not written by analysts of Deutsche Securities Inc. (DSI) are written by Deutsche Bank Group's analysts with the 
coverage companies specified by DSI. 
Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may from time to time offer those securities for purchase or may have an interest to 
purchase such securities. Deutsche Bank may engage in transactions in a manner inconsistent with the views discussed herein.
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.
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or evaluation activity requiring a license in the Russian Federation.
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 distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as defined by 
the Dubai Financial Services Authority.

Risks to Fixed Income Positions
Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor that is long fixed rate 
instruments (thus receiving these cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity of a certain 
cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse 
macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets holding limits for different types of investors), 
changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and settlement issues related to local clearing houses 
are also important risk factors to be considered. The sensitivity of fixed income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to FX 
depreciation, or to specified interest rates – these are common in emerging markets. It is important to note that the index fixings may -- by construction -- lag or mis-measure the actual move in the 
underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically 
short-dated interest rate reference index) are exchanged for fixed coupons. It is also important to acknowledge that funding in a currency that differs from the currency in which the coupons to be 
received are denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to the risks related to rates movements. 

26

Deutsche Bank

Global Disclaimer
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). The information herein is believed to be reliable and has been
obtained from public sources believed to be reliable. Deutsche Bank makes no representation as to the accuracy or completeness of such information.
Deutsche Bank may engage in securities transactions, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In addition, others within Deutsche
Bank, including strategists and sales staff, may take a view that is inconsistent with that taken in this research report.
Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are
subject to change without notice. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate
set forth herein, changes or subsequently becomes inaccurate. Prices and availability of financial instruments are subject to change without notice. This report is provided for informational purposes
only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a product of the
analyst judgement.
The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed investment decisions. Stock transactions can lead to losses as a
result of price fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the
investment. Past performance is not necessarily indicative of future results. Deutsche Bank may with respect to securities covered by this report, sell to or buy from customers on a principal basis,
and consider this report in deciding to trade on a proprietary basis. Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges
via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies.
Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. The appropriateness or otherwise of these products for use by investors is
dependent on the investors' own circumstances including their tax position, their regulatory environment and the nature of their other assets and liabilities and as such investors should take expert
legal and financial advice before entering into any transaction similar to or inspired by the contents of this publication. Trading in options involves risk and is not suitable for all investors. Prior to
buying or selling an option investors must review the "Characteristics and Risks of Standardized Options," at http://www.theocc.com/components/docs/riskstoc.pdf If you are unable to access the
website please contact Deutsche Bank AG at +1 (212) 250-7994, for a copy of this important document.
The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be incurred that
are greater than the amount of funds initially deposited.
Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. In the U.S. this report is approved and/or
distributed by Deutsche Bank Securities Inc., a member of the NYSE, the NASD, NFA and SIPC. In Germany this report is approved and/or communicated by Deutsche Bank AG Frankfurt authorized
by the BaFin. In the United Kingdom this report is approved and/or communicated by Deutsche Bank AG London, a member of the London Stock Exchange and regulated by the Financial Conduct
Authority for the conduct of investment business in the UK and authorized by the BaFin. This report is distributed in Hong Kong by Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche
Securities Korea Co. This report is distributed in Singapore by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles Quay #18-00 South Tower
Singapore 048583, +65 6423 8001), and recipients in Singapore of this report are to contact Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch in respect
of any matters arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who is not an accredited investor, expert investor or institutional
investor (as defined in the applicable Singapore laws and regulations), Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch accepts legal responsibility to
such person for the contents of this report. In Japan this report is approved and/or distributed by Deutsche Securities Inc. The information contained in this report does not constitute the provision of
investment advice. In Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this report and consider the PDS before
making any decision about whether to acquire the product. Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number in South Africa:
1998/003298/10). Additional information relative to securities, other financial products or issuers discussed in this report is available upon request. This report may not be reproduced, distributed or
published by any person for any purpose without Deutsche Bank's prior written consent. Please cite source when quoting.
Copyright © 2015 Deutsche Bank AG


