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Would our annual outlook for 2021 have looked differ-
ent if we had written it in mid-October? Yes, but only 
in part. Little would have changed in our economic 

forecasts but our asset-class outlook would have been differ-
ent. What has taken place macro-economically has been very 
much in line with our forecasts. But the markets had big risks 
on their mind. Now those risks have eased, and with them 
the fear of a major correction. We believe the new optimism 
should continue to sustain markets in the New Year. 
  
It is news of the first Covid-19 vaccine, the outcome of the 
U.S. elections and quarterly economic and corporate figures 
that have changed the mood. The biggest market reaction was 
triggered by the news from Mainz, Germany, on the successful 
vaccine trial – and with good reason. Progress in the handling 
of Covid-19 was the basis of our 2021 outlook but confirmation 
that a vaccine is effective and will soon be available is trans-
formative. For the first time, consumers and companies can 
see light at the end of the tunnel, and we expect the pandemic 
to be largely under control by the end of 2021. The U.S. elec-
tions, meanwhile, went smoothly overall and delivered a result 
that investors have been quick to welcome. America's trading 
partners are hoping for a more predictable trade policy under 
Joe Biden. America's companies, on the other hand, appear 
relieved that the Senate is likely to remain Republican and 
probably will not approve any major tax increases. A further 
boost for markets was that both macroeconomic data and cor-

porate results in the third quarter were surprisingly positive. 
It has become apparent that many economies revived fairly 
quickly after the spring lockdown. 

  Other factors, too, have helped foment a far happier mood. 
The European Union (EU) is moving toward a 750 billion euro 
coronavirus rescue package, and the world's major central 
banks have committed themselves to not responding imme-
diately to any rise in inflation. Last but not least, the chance 
of more constructive negotiations between the EU and the 
UK has probably increased, now that the domestic pressure 
on Prime Minister Boris Johnson has become more intense 
and his controversial chief advisor, Dominic Cummings, has 
departed. 

What this means for individual asset classes can only be under-
stood if we first consider the overall picture from an investor's 
perspective: It is only thanks to China that the global economy 
should be able to return to its 2019 output level in 2021. Never-
theless, the world's stock markets1 are trading at record highs. 
How can this be explained? In our opinion, this is due to the 
expected strong recovery which, however, carries little risk of 
overheating and inflation as capacity remains very underuti-
lized. The recession which has long been feared now seems 
off the table for some time – because it has already occurred 
in 2020. And central banks have made policy even looser 
while strengthening their commitment to avoiding monetary  

Surprisingly optimistic for 2021 

As the year draws to a close, 2020's big risks start to look less bad, allowing investors to meet 
2021 with optimism. We believe low interest rates will remain key.         

 The pandemic is likely to restrict consumers and 
companies for some months to come. But we expect investors 
to look beyond these difficulties and focus on profit growth 
and continuing loose monetary policy. 

1 On November 16, the MSCI AC World Index, for example, was trading approx. five percent above its historic high in February 2020. Source: Bloomberg Finance L.P.
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tightening. This leads us to expect low interest rates even 
beyond our forecast horizon. 

Earnings growth and a low interest-rate environment form the 
basis for our optimistic view on equities and allow us to reduce 
the risk premium and increase our target price-to-earnings 
ratio and. This results in further upside potential, in the higher 
single-digit percentage range, and for Asia even in the double-
digit range. Asia has managed the pandemic significantly bet-
ter, even avoiding sharply increasing debt. It also has leading 
companies in our favored technology and Internet sector. Tech-
nology is even more prevalent in the U.S. market, which we 
still like despite its above-average valuation. Europe's markets 
may look more favorably valued at first glance, but we think 
their cyclical, export-oriented profile won't inspire investors for 
long. We believe growth stocks are likely to remain structurally 
more attractive in the low-growth environment expected from 
2022 onwards. We find sectors with a positive carbon balance, 
which are often identified by our ESG-led investment approach 
anyway, equally attractive. We believe they should receive a 
further boost from the focus of European – and we think soon 
American – policymakers on a "green deal2." 

There has been little change in bonds, with riskier segments 
also benefiting from the low-interest-rate environment. Some 
corporate bond indices have not yet returned to their pre-
crisis levels since the market panic early in 2020. We expect 
significantly lower issuance in 2021, with demand remaining 
more or less unchanged and, in the Eurozone, still supported 

by the European Central Bank. In emerging markets, too, we 
continue to see good opportunities in selected regions and 
sectors, also against the background of stabilized raw-material 
prices and a generally sideways-trending dollar. We see U.S. 
10-year government-bond yields trading at around one per-
cent, and we also expect German government bonds to tend 
to move sideways, with only a slight upward trend. 

We see further upside potential for gold, not least due to the 
ongoing fiscal and monetary support, rising to a price of up to 
$2,100 an ounce. In the case of oil, we expect less upside in 
price than the economic recovery might suggest. Saudi Arabia 
and Russia in particular are in a position to expand their pro-
duction immediately at any time. 

Real-estate markets have diverged significantly in 2020. Hous-
ing has done well but retail, hotel and leisure has suffered. We 
remain cautious on the latter, and prefer industrial and resi-
dential real estate and select office properties. 

An optimistic capital-market outlook may come as a surprise 
in the middle of a pandemic. And, of course, there is no end of 
risks – among them ones that are predictable now. Accidents 
around Brexit or in the wake of the U.S. elections as well as set-
backs in the fight against the pandemic cannot be ruled out. 
Neither can further natural disasters nor geopolitical conflicts. 
But we expect the markets to continue to be driven primarily 
by profit growth and low interest rates. It's for this reason that 
we are quite optimistic for 2021. 

All opinions and claims are based upon data on 11/16/20 and may not come to pass. This information is subject to change at any time, based upon economic, market 
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2 Broad term for policies aimed at minimizing greenhouse-gas emissions as to minimize global warming and climate change overall 
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GLOSSARY

Brexit is a combination of the words "Britain" and "Exit" and 
describes the exit of the United Kingdom of the European Union.

A correction is a decline in stock market prices.

The European Central Bank (ECB) is the central bank for the 
Eurozone.

The European Union (EU) is a political and economic union of 
28 member states located primarily in Europe.

The Eurozone is formed of 19 European Union member states 
that have adopted the euro as their common currency and 
sole legal tender.

Fiscal policy describes government spending policies that 
influence macroeconomic conditions. Through fiscal policy, 
the government attempts to improve unemployment rates, 
control inflation, stabilize business cycles and influence 
interest rates in an effort to control the economy.

Inflation is the rate at which the general level of prices for 
goods and services is rising and, subsequently, purchasing 
power is falling.

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 MSCI AC World Index captures large- and mid-cap 
companies across 23 developed- and 24 emerging-market 
countries.

The price-to-earnings (P/E) ratio compares a company's 
current share price to its earnings per share.

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 Republican Party (Republicans), also referred to as Grand 
Old Party (GOP), is one of the two major political parties in the 
United States. It is generally to the right of its main rival, the 
Democratic Party.

The risk premium is the expected return on an investment 
minus the return that would be earned on a risk-free investment.
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PERFORMANCE /  Overview

Performance in the past 12-month periods (%)

10/15 – 10/16 10/16 – 10/17 10/17 – 10/18 10/18 – 10/19 10/19 – 10/20

MSCI AC World Index –0.1% 20.8% –2.4% 10.3% 3.1%

Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be 
incorrect. Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 10/31/20



4

Quarterly CIO View
Letter to Investors

Important Information
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they operate their business activities. 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 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, recommendation or 
solicitation to conclude a transaction and should not be treated as giving investment advice.

The document was not produced, reviewed or edited by any research department within DWS 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 
legal entities of DWS or their departments including research departments. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing 
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 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 not guarantee of future results.

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. All third party data are 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, 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 any investment are possible even over short periods of time. The terms of any invest-
ment 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 any transaction. 

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 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.

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 may not be reproduced or circulated without DWS 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 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.
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