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_ Solid economic data and corporate earnings has fueled investor optimism, though pandemic jitters and 

policy uncertainty remain a headwind.  

_ Given natural inflation hedging capability, we believe real asset classes are primed for this environment to 

enhance diversification and sustain “real” return potential.  

_ Specifically, Natural Resources and Commodities are more cyclical and sensitive to inflation. Global 

infrastructure and Real Estate offer unique opportunities to participate in the reopening of the economy as 

several sectors were hit particularly hard by the significant decline in mobility during 2020 shutdowns. 

Summary 

Roughly one-year into the pandemic, investors have had 

to contemplate an unfamiliar macro regime. Inflation has 

taken center stage since the start of 2021 as central banks 

and policy makers take measures to prop-up the economy. 

While the recovery seems to be improving, external risk 

factors remain. Potential ramifications of large-scale fiscal 

stimulus are showing in the form of rising bond yields and 

higher inflation.  We expect headline inflation to accelerate 

over the middle half of 2021, though this may prove to be 

transitory given the base effect of comparing current prices 

to low 2020 levels. Market expectations also express the 

view that a rise in inflation may be more of a short-term 

phenomenon as 2-year inflation break-evens are currently 

higher than the 10-year for the first time in a decade.  

This environment argues for cyclical exposure, which is in-

line with our bottom-up viewpoint. If we move from a 

“positive economic growth and inflation backdrop” to 

decelerating, then exposure to defensives may be 

preferred. We believe real asset classes stand to benefit 

near-term as several sectors were hit particularly hard by 

the significant decline in mobility during shutdowns 

throughout 2020. 

U.S. BREAKEVEN INDEX SPREAD IN BPS (2YR - 10YR) 

 
 
Source: DWS Group, Bloomberg. As of 3/30/21. 
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Global Infrastructure 

We believe “pure-play” global infrastructure securities are attractive based on 
valuations to broader equities and stabilizing fundamentals. 

Global infrastructure performance was mixed across 

sectors and regions, posting a +5.3%1 return in 1Q. We 

believe the current environment should favor infrastructure 

sectors poised to benefit from further re-opening trends 

and improving mobility. Fundamentals remain healthy 

within the communication and utility sectors, though 

attractive relative valuations and robust recovery growth 

rates in higher beta sectors, such as energy and 

transports, warrant limited defensive exposure in the near-

term. We expect sustainable growth utilities in the 

renewable energy sector to benefit from secular tailwinds 

and favorable government policy.  

For Communications, long-term growth catalysts remain 

intact. However, slowing near-term fundamentals may 

hinder performance for certain cell tower stocks. Small-cell 

businesses are seeing cash flows accelerate as carriers 

continue spending on 5G – a trend we expect to resume. 

By 2023, total 5G subscriptions is anticipated to reach 

roughly 180 million in the U.S. 

The midstream energy sector continues to recover, though 

we believe stock selection will play a critical factor given 

the diverse nature of the industry. Higher oil prices are 

aiding volumes for traditional hydrocarbons, while global 

demand for natural gas and industry wide ESG trends are 

creating new project opportunities. In the near-term, we 

expect relative valuations and fundamentals to offer 

tactical opportunities.  

Global transports should benefit from a resurgence in 

fundamental growth drivers. Select airports appear 

attractively valued and bottoming fundamentals offer a 

solid entry point as the global economy reopens. Transport 

companies continue to improve balance sheets in case the 

pace of the economic recovery stalls. Toll roads with high 

quality assets and visible project pipelines should remain 

well bid.  

Given our expectation for a “Quadrant 2” environment, 

cyclical sectors, such as energy and transports, typically 

perform well when economic growth is accelerating. Note, 

a “Quadrant 2” environment anticipates U.S. economic 

growth and inflation are accelerating. Our conviction in 

these sectors are further supported when combined with 

attractive valuations and accelerating fundamentals. 

 

U.S. 5G USERS EXPECTED TO GROW SIGNIFICANTLY  1Q 2021 TOP & BOTTOM PERFORMING SECTORS 

 

 

 

 
Sources: Bloomberg, DWS Group. As of 3/31/21.  Sources: Bloomberg, DWS Group. As of 3/31/21. 

 
1 Index = Dow Jones Brookfield Infrastructure Index. As of March 31, 2021. 

3,928 

31,861 

105,195 

179,161 

 -

 20,000

 40,000

 60,000

 80,000

 100,000

 120,000

 140,000

 160,000

 180,000

 200,000

2020 2021 2022 2023

-7%

-6%

-3%

-2%

-1%

6%

6%

7%

9%

20%

-10% -5% 0% 5% 10% 15% 20% 25%

Japan

Europe Communication

Europe Utilities

Australia

Europe Transport

Americas Communication

Asia ex-Japan

Americas Waste

Americas Rail

Americas Midsteam Energy



Alternatives Research | April 2021  

 

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are not a reliable indicator of future performance. 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. Source: DWS Investment GmbH 

/ 3 

  

Global Real Estate 

We expect upside in property stocks and sectors that could benefit from pandemic 
related relief with near-term growth catalysts, as well as those with longer term value. 

Global real estate securities returned +5.8%2 in 1Q, 

outperforming broader equities despite rising bond yields. In 

general, performance was solid across sectors, especially 

those most leveraged to the economy re-opening. In the 

U.S., we saw notable dispersion as re-opening sectors 

rallied. Data Centers posted the weakest returns due to 

slowing leasing activity, coupled with high valuations. 

U.S. RETAIL & MALL OCCUPANCY RATES TO RECOVER 

 
 
Sources: GreenStreet, DWS Group. As of 3/31/21.  

 

1Q 2021 TOP & BOTTOM PERFORMING SECTORS 

 
 
Sources: Bloomberg, DWS Group. As of 3/31/21. 

 
2 Index = FTSE EPRA/NAREIT Developed Index. As of March 31, 2021. 

We see value opportunities where cash flows have 

bottomed and are accelerating from economic growth and 

improving fundamentals. We see select opportunities 

within strip retail and regional malls based on relative 

valuations coupled with accelerating fundamentals driven 

by reopening trends that should push occupancy rates and 

rent collections higher. 

As signs of a recovery take hold, real estate investors are 

keeping an eye on fundamentals and leasing activity within 

the hardest hit segments, such as Office, Retail, and 

Residential. We are focused on current valuations and the 

likelihood of cash flows to recover to pre-COVID-19 levels 

as a framework to assess potential opportunities. For 

Hotels, despite a new wave of COVID-19 shutdowns, we 

expect the market to look through some of these negative 

headlines and focus on a gradual distribution and uptake 

of a vaccine, resulting in reacceleration of some of the 

reopening trends. Additionally, our growth and inflation 

expectations suggest the economy will see an 

accelerationin inflation (CPI) and growth (GDP) in the first 

half of 2021, which is positive for short duration and 

cyclical sectors, such as Hotels. For Office, the 

rationalization of space needs continues. Short-term, 

occupancy is likely to hold up, but longer-term, companies 

are likely to need less space as the "work from home" 

dynamic is adopted.  Within Apartments, we have recently 

shifted our preference from single-family rentals to 

traditional core multi-family properties as occupancy rates 

have bottomed and are seeing early signs of people 

moving back to cities.  

Global real estate stocks are in an attractive position from 

a cross-asset valuation prospective. Overall, we believe 

the best risk-adjusted returns will stem from names with a 

high probability of cash flow recovery coupled with 

attractive valuations.  The backdrop for real estate  

should improve, resulting in lower correlations to broader 

equity markets.  
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Commodities 

Near-term, we expect commodities to benefit from accelerating economic growth 
and inflation; longer-term support should stem from secular tailwinds (e.g. 
infrastructure build-out, electrification, ESG). 

Commodities momentum resumed in 1Q, returning 

+6.9%3, as the reflation trade provided support. Strength 

was most pronounced within Energy from soaring crude oil 

prices. Industrial Metals saw healthy gains from robust 

aluminum and copper demand. Conversely, Precious 

Metals remained out of favor given risk-on sentiment 

coupled with growing competition from cryptocurrency 

markets. As the global economy transitions to net-zero 

carbon emissions, commodities will play a pivotal role. 

Overall, we expect achieving net-zero carbon emissions 

will increase commodity demand and provide a secular 

tailwind well into the future. 

INDUSTRIAL METALS RELATIVE PERFORMANCE TO ENERGY 

 
 
Sources: Bloomberg, DWS Group. As of 3/31/21. 

The industrial metals complex is in the early stages of 

shifting long-term fundamental drivers as fossil fuels are 

replaced by renewable energy and technology. We believe 

the metals complex is poised for strong forward price-

action driven by secular demand tailwinds and further 

clean energy programs. As seen above, there is significant 

decoupling between industrial metals and energy, 

supporting the case that metals may be in the early stages 

of a “super-cycle”. 

 
3 Index = Bloomberg Commodity Index. As of March 31, 2021. 

1Q 2021 TOP & BOTTOM PERFORMING SECTORS 

 
 
Sources: Bloomberg, DWS Group. As of 3/31/21. 

Fossil fuel continues to be the primary energy source for 

electricity generation.   

To further migrate electricity generation to renewable 

sources, wind and solar are likely to play a major role.  

Both wind and solar electricity generators require higher 

copper intensity per unit of energy produced than the 

conventional means of power generation.  We expect the 

replacement of carbon-based power production and 

overall growth to provide a demand boost for copper as 

de-carbonization continues.  

In the near-term, we expect the pace of the economic 

recovery coupled with monetary/fiscal spending to be the 

most influential driver for commodity prices. Longer-term, 

as the global economy moves past the initial rollout of 

current generation technologies, focus will shift to scaling 

up these technologies and introducing low carbon 

alternatives to harder-to-reach areas.  

 

-300

-100

100

300

500

700

900

-9%

7%

7%

7%

10%

17%

-20% -10% 0% 10% 20%

Precious Metals

Agriculture

Index

Industrial Metals

Livestock

Energy



Alternatives Research | April 2021  

 

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are not a reliable indicator of future performance. 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. Source: DWS Investment GmbH 

/ 5 

Natural Resource Equities 

Near-term, we expect the natural resource equities to benefit from accelerating 
economic growth and inflation. In this environment, improving fundamentals should 
also provide support. 

Higher-beta natural resource equities were the strongest 

performing real asset class in 1Q, posting a +11.6%4 

return as strength was broad based, with energy names 

leading the way followed by agriculture and metals. Within 

the metals space, precious mining stocks were the clear 

laggard, while industrial metal strength came from positive 

underlying fundamentals, specifically steel stocks. 

Developed oil & gas names were well-bid as the backdrop 

for crude oil improves. 

For energy companies, supply remains stable and  

demand appears to be improving though the pandemic 

can still drive sharp crude oil price swings. In this 

environment, stock selection is crucial, and we anticipate 

tactical opportunities to emerge across the space. We 

expect energy companies with a renewables business or 

spending plans should be well-bid under a 

Biden administration. 

Within Metals & Mining, precious metals and mining stocks 

were the only sub-sector to post losses, however, strength 

from steel, copper, and other base metals names provided 

enough support to offset this. Agriculture also performed 

well, with Agricultural Products and Chemicals stocks 

leading gains. For industrial metal stocks, we do not 

expect to see large-scale supply responses from 

producers due to clean energy transition expectations.  

Following an extended period of depressed commodity 

prices, capital investment across the natural resources’ 

extraction space has remained near decade lows.  This 

lack of investment has resulted in weaker project pipelines 

– which typically fosters production growth.  

We believe stock selection is critical in this environment 

and expect the more cyclical traits of natural resource 

equities to be favored in the first half of 2021. We are 

focused on names with visible growth catalysts and 

shorter-term tactical opportunities.   

 

CRUDE OIL FUNDAMENTAL BACKDROP IMPROVING  1Q 2021 TOP & BOTTOM PERFORMING SECTORS 

 

 

 

 
Sources: Bloomberg, DWS Group. As of 3/31/21.  Sources: Bloomberg, DWS Group. As of 3/31/21. 

 

  

 
4 Index = S&P Global Natural Resources Index. As of March 31, 2021. 

80

85

90

95

100

105

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

+Surplus or -Deficit (RHS)

Total World Oil Supply - MMBPD (LHS)

Total World Oil Demand - MMBPD (LHS)

7%

9%

12%

19%

0% 10% 20%

Metals & Mining

Agriculture

Natural Resource Equities

Energy



Alternatives Research | April 2021  

 

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are not a reliable indicator of future performance. 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. Source: DWS Investment GmbH 

/ 6 

 
The author 
 

 

Tyler Wilton, CFA 

Liquid Real Assets Portfolio Specialist 

  

  

 



Alternatives Research | April 2021  

 

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are not a reliable indicator of future performance. 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. Source: DWS Investment GmbH 

/ 7 

IMPORTANT INFORMATION – APAC, EMEA, LATAM & NORTH AMERICA 

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 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 DWS or its affiliates to enter into or arrange any type of transaction as a consequence of any information contained 
herein. Neither DWS 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 DWS, 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 DWS Group’s 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. 

An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for sophisticated investors 
who can bear such losses. The value of shares/ units and their derived income may fall or rise. 

War, terrorism, economic uncertainty, trade disputes, public health crises (including the recent pandemic spread of the novel coronavirus) and related 
geopolitical events could lead to increased market volatility, disruption to U.S. and world economies and markets and may have significant adverse effects on 
the global real assets markets. 

This marketing communication is intended for professional clients only. 

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 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 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. 

© 2021 DWS International GmbH 

Issued in the UK by DWS Investments UK Limited which is authorised and regulated by the Financial Conduct Authority (Reference number 429806). 

© 2021 DWS Investments UK Limited 

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. 

© 2021 DWS Investments Hong Kong Limited 



Alternatives Research | April 2021  

 

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are not a reliable indicator of future performance. 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. Source: DWS Investment GmbH 

/ 8 

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. 

© 2021 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. 

© 2021 DWS Investments Australia Limited 

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. 

© 2021 DWS Group GmbH & Co. KGaA. All rights reserved. (4/21) I-082719_1 


