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Key takeaways

• Recent economic data from the U.S. and the Eurozone 
have created the necessary conditions for interest rate 
cuts. However, interest rates are likely to remain at a high 
level.

• The elections in Europe, particularly in France, but also the 
U.S. election campaign, which is gaining momentum, have 
led to significant price movements on the bond markets.

• Despite recent price fluctuations, bonds offer interesting 
yield opportunities. Good entry opportunities could arise in 
the coming months.

Introduction

U.S. economic data is increasingly showing signs of a 
slowdown in the economy. Market participants have become 
more confident that the Fed will make the first interest rate cut 
of this cycle in September. However, the bond market is likely 
to become more susceptible to volatility as the election 
campaign for the U.S. presidential election is becoming more 
intense and represents a significant uncertainty factor.

Politically-related nervousness also affected bond markets in 
Europe due to the elections in France. 

Meanwhile, the prospect of falling interest rates and 
decreasing inflation in the eurozone is creating burgeoning 
optimism for the second half of the year, and it is worth taking 
a look at the various asset classes.

Bond markets 
in turbulent 
political times

Following robust U.S. quarterly growth of 1.3% (annualised) in 
Q1 in the wake of the interest rate hike, it was only in recent 
months that signs emerged of the economic slowdown hoped 
for by the Fed, particularly in the previously strong  private 
consumption and in corporate investment. This slowdown now 
also appears to be reflected in the price data and the labour
market. Price developments and the labour market situation are 
the Fed’s two key targets, which it uses to guide U.S. monetary 
policy. The labour market remained robust, with around 206,000 
jobs added in June, but it also gave clear indications of a 
slowdown. Most market participants consider that this 
development towards equilibrium between demand and supply 
in the labour market is likely to have improved the Fed's scope to 
begin cutting interest rates this year.

Monetary policy – interest rate shift towards 
"higher for longer"

The fight against inflation in the U.S. and Europe remains the 
focus of their respective monetary authorities, the Fed and the 
ECB. Significant progress has been made on both sides of the 
Atlantic in recent quarters. Inflation rates have fallen 
significantly from their highs. The hiking of key interest rates 
within a very short space of time had the desired monetary 
policy effect in this context. However, the inflation rates are still 
above the two central banks' target of around 2%. 
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Chart 1: Key interest rates of selected central 
banks (in %)

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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In June, annual inflation in the U.S. was 3%, down from the 
3.3% in May. The rate was also below expectations, and the 
prices fell month-on-month for the first time since 2020, by      
-0.1%, while the core rate (excluding food and energy prices) 
rose by just 0.1%. We expect the inflation rate to fall below the 
3% mark in the second half of the year and see the Fed on 
track to combat inflation. As a result, the Fed is likely to make 
its first interest rate cut of 25 basis points this year. Looking 
ahead to the next 12 months, we also expect two further 
interest rate cuts in the U.S. of 25 basis points each. Market 
participants are fully pricing in first rate cut in September by 
the Fed.

In the Eurozone, the ECB has a mandate to ensure price 
stability, on which it must base its monetary policy – price 
developments are therefore the sole determinant. Inflation in 
the Eurozone fell by 0.1 percentage points to 2.5% on an 
annual basis in June, while the core rate remained at 2.9%. 
The high core rate is due, among other things, to the 
persistently high price increases in the services sector, as high 
wage increases in this sector continue to have an impact on 
prices. Wage developments are considered one of the major 
obstacles and opportunities for the Eurozone. Since collective 
bargaining is the norm in most European countries, it takes 
several quarters for higher nominal wages to become 
apparent due to increased inflation. In addition to the 
resulting potential risk of a wage price spiral that counteracts 
the fight against high inflation rates, wage increases are also 
seen as an important basis for the recovery of real household 
incomes and the Eurozone economy as a whole, which have 
suffered greatly from the high inflation of recent years.

Q1 GDP growth of 0.3% compared to the previous quarter 
indicated increasing momentum in economic activity. Given 
the continued robust labour market situation, wage increases 
could possibly delay the decline in core inflation somewhat –
but not stop it. In our view, the ECB is therefore likely to cut 
the key interest rate by 25 basis points each in Q3 and Q4 
after the first cut in June. The central bank is likely to continue 
this expansionary course in 2025 and cut the key interest rate 
once again in the first three months of 2025 before taking a 
break in Q2 2025. Market participants are currently pricing in 
a rate cut in September with a probability of around 80%.

We therefore assume that inflation in the U.S. and the 
Eurozone will continue to decline. We forecast a headline 
inflation rate of 3.0% for the U.S. in 2024, before it falls to 
2.3% next year. In the Eurozone, inflation could reach 2.5% 
this year and fall to 2.3% in 2025. It seems unlikely that 
inflation will reach levels as low as in the 2010s. Inflation is 
much more likely to be kept at elevated levels by a number of 
factors.

On the one hand, ageing and the associated shortage of 
labour are playing a role in most regions. This effect is already 
noticeable today, with companies in many places already 
finding it difficult to hire the necessary staff. These difficulties 
are likely to intensify in the coming years and will partly 
impact product prices via rising company wage costs, thus 
raising the price level.

EUR government bonds weighed down by 
uncertainties

The benign economic picture and the decline in inflation rates 
enabled the ECB to make its first key interest rate cut in June. 
The uncertainties surrounding the elections in France have so 
far only had a short-term effect on EUR government bonds. 
Money market interest rates and yields on short-term bonds 
have followed the key interest rate move and fallen slightly. 
However, they remain at higher levels than the yields on 
longer-term bonds, so that the yield structure remains negative. 
This shows that the ECB's monetary policy continues to have a 
dampening effect on the economy and that further interest rate 
cuts appear appropriate.

Yield levels are likely to remain at the elevated levels for longer 
as the ECB is in the process of reducing the holdings of 
securities acquired  under the Pandemic Emergency Purchase 
Programme (PEPP) that was launched to support the economy. 
In the second half of 2024, the PEPP bond portfolio will be 
reduced by 7.5 billion euros per month and the reinvestment of 
funds from this program will be stopped at the end of 2024. On 
balance, the reduction in this securities portfolio will eliminate 
demand from the ECB on the bond markets and therefore tend 
to increase yields. After the increased uncertainty in the 
Eurozone triggered by the elections in France,

Inflationary pressures in the U.S. and the Eurozone, at least in 
the short term, could be eased somewhat by the current price 
development in China. In June, the consumer price index fell 
by 0.1 percentage points to 0.2% on an annual basis. 
Producer prices rose by 0.6 percentage points to -0.8%. The 
Middle Kingdom is currently experiencing one of the longest 
and deepest declines in producer prices since the 1990s. 
According to some analysts, Beijing's current policies are 
reinforcing this trend even further by focusing on higher 
investments in the manufacturing sector instead of 
supporting domestic consumption. Since China is also the 
world's largest exporter of goods, this has an impact on the 
entire global economy – falling Chinese producer prices are 
also exported. Some analysts estimate this effect on core 
inflation in the U.S. and the Eurozone at around 0.1 
percentage points.

However, in the medium term, this effect could be reversed, 
as rising protectionism worldwide could cause a higher level 
of inflation. In the U.S. and recently also in the EU, political 
willingness to impose higher tariffs, especially on imports 
from China, has grown. The motives are varied, but ultimately 
a higher tariff leads to higher consumer prices, as cheap 
imported goods become more expensive and may be replaced 
by more expensive domestic products. Political 
developments, especially after the elections, are crucial for 
future developments in the U.S. and Europe. Investors should 
take this into account in their investment strategy, as the 
example of France recently illustrated.

Since the returns on longer-term bonds are generally above 
the inflation rate, the inflation forecast therefore indicates an 
interest rate environment that is described on the market as 
"higher for longer". This creates interesting investment 
opportunities for investors on the bond market, which will now 
be discussed below.
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it seems quite possible that these plans for monetary policy 
fine-tuning may still be adjusted.

Political developments and geopolitical risks this year have 
contributed to increased uncertainty for the economic 
outlook. One trigger for uncertainty was, for example, the 
early elections in France. The bond markets react sensitively 
to political uncertainties that arise in individual countries in 
the Eurozone. For example, the yield gap between 10-year 
French government bonds and corresponding German 
government bonds widened significantly to around 80 basis 
points near the election dates. Only when it became clear that 
none of the extreme political positions could achieve a clear 
majority due to the election results and that compromises 
were necessary, which made moderate policies more likely, 
did the yield gap narrow. It is currently back below 70 basis 
points.

At the European level, the EU Commission is about to return 
to monitoring and complying with budgetary rules. The debt 
ratio of individual countries continues to be a central element 
of the Stability and Growth Pact in the EU. During the 
pandemic, these stability criteria were suspended and 
individual countries launched fiscal policy programs that have 
burdened public finances and increased budget deficits. 
These increased deficits must now be reduced again to enable 
a return to solid public finances.

In June 2024, the EU Commission determined that an 
excessive deficit procedure was justified for France, along 
with 6 other countries. The planned excessive deficit 
procedure is intended to send a signal that action is being 
taken at the European level to combat a large increase in new 
debt. If an excessive deficit is identified, proposals for 
recommendations on how to reduce the excessive deficit 
must then be drawn up.

In contrast to this, some parties in France are planning to 
increase government spending in accordance with their 
election manifestos. Following the rating agency S&P, 
Moody's has now also warned that it may downgrade France's 
credit rating. The party that won the most seats, the Nouveau 
Front populaire (NFP), not only wants to put forward a joint 
candidate for the office of prime minister, but is also planning 
additional spending of EUR25bn this year and EUR100bn 
next year.

It is not yet clear whether such programmes will be 
implemented, but the news has contributed to investor 
uncertainty. The development of public finances is therefore 
likely to come back into focus. The French budget deficit 
could be around 5% this year and barely decrease in 2025 or 
possibly even increase. Accordingly, yields on French 
government bonds are likely to remain at an elevated level 
until there is a sustained consolidation of public finances.

EUR credit: Carry still the king!

Until the close of trading on the Friday before the European 
elections on June 9, European credit markets were doing well. 
Yield spreads over German Bunds for both EUR IG (ICE BofA
Euro Corporate Index) and EUR HY (ICE BofA Euro High YIeld
Index) were at their lowest levels in more than two years at 
around 106 bps and 313 bps respectively. However, the 
subsequent price fluctuations due to the surprise 
announcement of early parliamentary elections in France 
temporarily pushed the yields of the above-mentioned indices 
up by 16 basis points and 42 bps respectively. The important 
aspect for credit markets is that French OAT (French 
government bond, Obligations assimilables du Trésor, OAT) 
yield differentials over Bunds had increased by around 30 bps 
to around 80 basis points, the highest level since 2017, which 
has also spilled over into credit markets.

In terms of the initial market reaction, the decision to hold a 
new election for the French parliament far overshadowed the 
impact of the ECB’s first rate cut. It is easy to see why this was 
important for EUR credit markets: French issuers account for 
more than one-fifth of the EUR IG market, with some sectors 
even having a French share of over 40%. Nevertheless, with the 
results of the second-round of the election now in the 
background, EUR IG has now reversed its earlier jump in 
spreads and investor sentiment has shifted towards increasing 
optimism about the European economy and the region's 
prospects of economic recovery in the longer term. Such a 
Goldilocks-like scenario is a boon for credit markets as it is 
attractive for investors to lock in these elevated yields available 
in EUR credit markets. 

Chart 2: Government budget balances of 
selected countries and regions (in % of GDP)

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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This is not to suggest that the period of uncertainty is over 
given the work that lies ahead for the political parties to form 
a coalition government due to the hung parliament. This will 
bring its own set of problem with regards to policy 
formulation and reducing the budget deficit which stands 
well above the EU’s 3% threshold. So, until we get clarity on 
the composition of potential coalitions in the French 
parliament and the resulting political implications, we will 
continue to see bouts of pressure on credit markets.

However, as a testament to the resilience of credit markets, 
during the midst of this turmoil that pushed the spreads to 
similar maturity Bunds higher, the yield differential of the 
French IG index to the French government bond index 
narrowed and a major French energy company was able to 
complete a bond issue that was more than three times 
oversubscribed between the two rounds of elections, in other 
words at a time of high uncertainty. We therefore continue to 
see the EUR IG market as attractive to medium to long-term 
investors given its high quality and favourable carry-driven 
return potential.

While the risk premium in the broad EUR IG market trade 
has tightened materially over the past two years, it still does 
not screen too expensive by long-term historical standards. 
Financial bonds look even slightly cheaper over the same 
period and trade at a spread 17 bps higher than the non-
financials while also providing a higher carry opportunity. 
Although the ECB has already made its first rate cut, banks 
are still likely to benefit from higher net interest income. This 
is caused by the rising valuation of assets on the balance 
sheet, cheap deposit costs, higher deposit volumes and

U.S. Treasuries: Debating the yields

The U.S. has also already seen some initial election-related 
volatility. The first presidential debate happened the on same 
day that we obtained new PCE data which showed the 
continued gradual progress towards bringing inflation under 
control. Nevertheless, the aftermath of the debate 
overshadowed the discussion of inflation pressures and the 
monetary policy stance, as the U.S. yield curve steepened during 
this period and 2-/10-/30-year yields rose by 4 bps/11 bps/13 
bps respectively. However, with the initial nerves having calmed 
down, the focus has returned back to the inflation figures, where 
the latest CPI data also ticked lower, strengthening the case for 
rate cuts in the next few months.

Looking ahead to the second half of the year, U.S. growth is 
expected to moderate, but to a limited extent, justifying a high 
bond yield environment. The labour market continues to 
approach its pre-pandemic equilibrium. On the monetary policy 
front, a flatter tightening cycle is largely priced in, given the 
rebalancing since the beginning of the year. While we see the

improved loan growth. With a large portion of banks making a 
concentrated effort to contain cost increases at the same 
time, the cost-income ratio in the sector has also fallen 
according to the data in the Q1 2024 reporting season. 
Commission income growth also showed encouraging signs 
of acceleration in the first quarter of 2024. Insurers derive a 
large portion of their income from their investment portfolios, 
which perform better in an environment of persistently higher 
interest rates. In addition, solvency ratios (a solvency ratio 
measures how well a company's cash flow can cover its long-
term debt) are well above minimum requirements. We 
therefore expect the financial sector to do well going forward, 
which should be reflected in their corporate bonds as well.

Chart 4: U.S. yield curve (in %)

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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Chart 3: EUR IG still not expensive relative to 
history (in percentile)
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curve steepening as we get closer to rate cuts, it is difficult to 
be directly optimistic about short term rates as the inflation 
risks are still prevalent – especially given recent oil price 
volatility against the backdrop of potential further escalation in 
the current Middle East conflict. 

In the wake of (upcoming) elections in the U.S. and Europe, 
market analysts have drawn investors' focus to the long-term 
sustainability of budget deficits and rising public debt. This 
focus was reinforced by the recent update of the Congressional 
Budget Office's fiscal outlook for the U.S., in which it raised its 
forecast for the 2024 deficit by USD400bn, a 27% increase 
from its February calculation. In addition, the agency now 
expects a USD2.1tn higher cumulative deficit over the next 10 
years. According to this, the national debt would rise from 97% 
of GDP to around 122% over this period, even under the 
implicit assumption that income tax rates return to pre-Tax 
Cuts and Jobs Act levels in 2025.

Consequently, we expect that questions around fiscal 
sustainability will remain the focus of attention going forward –
regardless of who wins the election. The economic impact of 
further tariffs is also likely to put upward pressure on the term 
premium on U.S. Treasuries. Therefore, we think that 
positioning on a steepening of the U.S. yield curve (via a 
steepener trade) is a more interesting option at the moment 
than positioning in long-maturity bonds. However, as we are 
likely to see bouts of volatility going forward, investors should 
consider adding long-duration exposure at 10-year yield levels 
of above 4.5%, if the opportunity arises. 

USD Credit: Light turbulence

The recent U.S. elections related uncertainty gave us a glimpse 
of what to expect in the next couple of months. Spreads  
zigzagged on both USD IG (Bloomberg U.S. Corporate Bond 
Index) and USD HY (Bloomberg U.S. High Yield Index). 

With weakening economic data coupled with uncertainty fuelled
by the U.S. election and the run-up to the first rate cut by the 
Fed, such price movements are becoming more likely. Issues 
such as future tax policy, trade policy and budget deficits in the 
U.S. are likely to be at the centre of this and create 
corresponding uncertainty among market participants. While the 
ups and downs of interest rate spreads can be challenging 
during this period, investors should look beyond this short-term 
period and focus on the return potential and seek entry 
opportunities for exposure to this sector during periods of 
widening spreads. One could have obtained an additional 20 
basis points of carry interest during the recent yield increase in 
late June compared to current levels in the USD IG market. We 
continue to recommend that investors focus on the return 
potential of total returns (currently: around 5.3%) rather than risk 
premium compression. However, we do not expect risk 
premiums to widen permanently in the coming quarters. We are 
therefore not concerned that such a scenario will reduce carry-
driven returns.

Strong demand for the sector seems to support this view. High 
quality funds (including mixed fixed income funds) saw inflows of 
around USD175bn in the first half of the year, representing 
around 4.8% of initial assets under management. A large portion 
of these inflows occurred during the period when the market was

pricing in significant Fed rate cuts earlier in the year, as these 
institutional investors sought longer-term exposure. This 
scenario could repeat itself as we approach the first U.S. rate 
cut priced around end-Q3. Although life insurance companies 
have not increased their broad portfolio allocation to IG 
bonds, they have nonetheless been active buyers, maintaining 
a consistent share of bonds in the portfolio. Similarly, U.S. 
pension funds with funding ratios above 100 have gradually 
bought into the IG market. On the supply side, we expect 
issuance to moderate from the record levels of H1 2024, 
when gross issuance totalled USD874bn, the second highest 
after 2020. Market analysts expect about half of this volume 
(net) to be issued in H2 2024, which should likely be well 
absorbed given the estimated coupon income of about 
USD170-180bn generated by the credit portfolios.

The high-yield (HY) market has so far managed to absorb the 
weakness in fundamentals well, with leverage only 0.2x higher 
than the lowest levels in the last 10 years. Although interest 
coverage (ratio that measures how big the company's profit is 
relative to its interest expense) declined for the sixth quarter 
in a row, it is still 0.4x above the historical average. Similarly, 
the HY market's 12-month issuer-weighted default rate fell to 
3.6% last month and is expected to end the year at a slightly

Chart 5: Yield development (spread) of USD 
corporate bonds (in basis points)

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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lower level of 3.4%, suggesting that the peaks in default rates 
may be behind us. Although fundamentally the HY market 
seems to be in a decent shape and provides a strong yield of 
around 7.8%, valuations remain unattractive with risk 
premiums of almost 300 basis points, trading at extremely low 
levels by historical standards. In our view, the risks of this 
market, especially in the lower rating segments such as BB 
and CCC, are not sufficiently offset by the risk premium. In 
addition, given the difficult period that will be brought about 
in the coming months by political developments and 
uncertainties regarding future economic developments, there 
could well be even greater price volatility.

Conclusion

The interest rate cycle in Europe has already shifted to a less 
restrictive direction and a similar development is likely to be seen 
in the USA in the coming months. During this time, market 
participants are closely monitoring the upcoming economic data 
in order to price in possible deviations from the expected 
monetary policy course in Europe and the USA. In addition to 
monetary policy, further political developments in Europe and 
the USA could also lead to stronger price movements in the 
coming months. However, we see these as merely temporary 
movements that may even offer good entry opportunities for 
interested investors. Overall, we assume that the bond markets 
could therefore experience volatile phases in the short term. In 
the medium term, bond investors are likely to concentrate on the 
current interest rate and place a focus on corporate bonds.
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Chart 6: Price development in China (in %, 
compared to previous year)

Chart 7: Central bank balance sheets (billion 
USD)

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.

Chart 8: Yield on 10-year government bonds 
(%) over the past 25 years

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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Chart 9: Yield development (spread) of EUR 
corporate bonds (in basis points)

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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Chart 10: Yield on 2-year government bonds (%) over the past 25 years

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 2024.

Chart 11: Yield on 10-year US Treasury 
bonds and inflation rate

Chart 12: Yield on 10-year EU government 
bonds and inflation rate

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 17, 
2024.
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Performance over the past 5 years

Source: Deutsche Bank AG, LSEG Datastream; Date as of July 22, 2024.

Performance
22.7.2019 – 
22.7.2020

22.7.2020 – 
22.7.2021

22.7.2021 – 
22.7.2022

22.7.2022 – 
22.7.2023

22.7.2023 – 
22.7.2024

10-year U.S. Government 
Bonds

17.8% -3.9% -11.3% -5.1% 0.5%

2-year U.S. Government 
Bonds

4.0% 0.1% -2.7% -0.2% 4.9%

10-year EMU Benchmark 
Bonds

1.6% -0.2% -11.9% -9.6% 2.5%

2-year EMU Benchmark 
Bonds

-0.9% -0.8% -1.6% -2.2% 2.6%

10-year U.K. Government 
Bonds

7.0% -3.8% -10.2% -15.2% 6.0%

2-year U.K. Government 
Bonds

1.0% -0.2% -2.3% -3.5% 5.6%

10-year Japanese 
Government Bonds

-1.2% 0.5% -1.2% 1.0% -3.7%

2-year Japanese Government 
Bonds

-0.3% -0.1% -0.2% -0.1% -0.3%

10-year German Government 
Bonds

1.6% -0.2% -11.9% -9.6% 2.5%

2-year German Government 
Bonds

-0.9% -0.8% -1.6% -2.2% 2.6%

ICE BofA Euro Corporate 
Index

0.1% 3.1% -10.6% -2.5% 6.5%

ICE BofA Euro High Yield 
Index

-0.4% 9.7% -11.8% 5.5% 11.0%

ICE BofA Euro Financial Index 0.3% 2.6% -8.7% -1.9% 7.0%

ICE BofA Euro Non-Financial 
Index

0.0% 3.3% -11.6% -2.9% 6.2%

Bloomberg U.S. Corporate IG 
Index

12.5% 1.5% -12.9% -0.8% 5.6%

Bloomberg U.S. Corporate HY 
Index

3.5% 11.6% -9.3% 5.7% 10.9%
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Glossary

A basispoint (bp) corresponds to 1/100 percent.

Bunds are federal bonds, i.e. German government bonds.

The U.S. Congressional Budget Office is a federal agency that provides budget expertise and forecasts to Congress. 

The consumer price index (CPI) measures the price of a basket of products and services that is based on the typical consumption of 
a private household. 

Core or underlying inflation refers to a measure of inflation which excludes some volatile components (e.g. energy).  These excluded 
components can vary country by country. 

Duration measures show the sensitivity of the price of a bond to a change in interest rates, expressed in the number of years that a 
bond takes to be repaid through its internal cash flows. 

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

The European Commission (EC) is the executive body of the European Union (EU) representing the interests of the European Union 
as a whole. 

The Eurozone is formed of 20 European Union member states that have adopted the euro as their common currency and sole legal 
tender. 

The Federal Reserve (Fed) is the central bank of the United States. Its Federal Open Market Committee (FOMC) meets to determine 
interest rate policy. 

In a Goldilocks scenario, there is steady economic growth that prevents a recession, but not growth so strong that inflation rises 
sharply. A Goldilocks condition is ideal for investing because stocks perform well while companies grow and achieve positive 
earnings growth.

Gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's borders in a 
specific time period.

High yield (HY) bonds are higher-yielding bonds with a lower credit rating than investment-grade corporate bonds, Treasury bonds 
and municipal bonds. 

ICE BofA Euro Corporate Index and ICE BofA Euro High Yield Index are comprehensive and representative bond indices that track 
the development of investment grade and high-yield bonds denominated in EUR. To be included in the indices, a bond must have a 
fixed coupon, a remaining term of at least one year and a minimum volume of EUR 100 million.

An investment grade (IG) rating by a rating agency such as Standard & Poor's indicates that a bond is seen as having a relatively low 
risk of default. 

OATs – in full, Obligation assimilable du Trésor – are French government bonds.

The ECB’s Pandemic Emergency Purchase Programme (PEPP) is a temporary asset purchase programme introduced in March 
2020 of private and public sector securities in order to counter the serious risks to the monetary policy transmission mechanism and 
the outlook for the euro area posed by COVID-19 outbreak

Personal Consumption Expenditure (PCE) is a price index for goods and services, particularly relevant in the context of U.S. GDP.

Risk premium refers to the return in excess of the risk-free rate of return that an investment is expected to yield. It is a form of 
compensation for investors who tolerate the extra risk. 

Quantitative tightening (QT) is the progressive removal of monetary support through the reduction of a central bank's balance sheet. 

The S&P 500 Index includes 500 leading U.S. companies capturing approximately 80% coverage of available U.S. market 
capitalization.

The S&P U.S. Aggregate Bond Index measures the performance of publicly issued U.S. dollar denominated investment-grade debt.

Spread on bond markets is in general the difference of the yield of two bonds with similar maturity. It can be interpreted as a risk
premium. 

Treasuries are bonds issued by the U.S. government. 

U.S. is the United States.

USD is the currency code for the U.S. Dollar.

The VIX Index is a measure of equity market volatility implied by S&P 500 Index options.

Volatility measures the degree of variation of a trading-price series over time.

The yield curve shows the different rates for bonds of differing maturities but the same credit quality. 

Yield curve inversion is a situation where longer-term bonds have a lower yield than short-term bonds. 
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Important information

General
This document may not be distributed in Canada or Japan. This document is intended for retail or professional clients only. This document is being circulated 
in good faith by Deutsche Bank Aktiengesellschaft, its branches (as permitted in any relevant jurisdiction), affiliated companies and its officers and employees 
(collectively, “Deutsche Bank”).

This material is for your information only and is not intended as an offer, or recommendation or solicitation of an offer to buy or sell any investment, security, 
financial instrument or other specific product, to conclude a transaction, or to provide any investment service or investment advice, or to provide any research, 
investment research or investment recommendation, in any jurisdiction, but is intended solely for information purposes. The information does not replace 
advice tailored to the individual circumstances of the investor.

All materials in this communication are meant to be reviewed in their entirety.

If a court of competent jurisdiction deems any provision of this disclaimer unenforceable, the remaining provisions will remain in full force and effect. This 
document has been prepared as a general market commentary without consideration of the investment needs, objectives or financial circumstances of any 
particular investor. Investments are subject to market risks which derive from the instrument or are specific to the instrument or attached to the particular 
issuer. Should such risks materialise, investors may incur losses, including (without limitation) a total loss of the invested capital. The value of investments can 
fall as well as rise and you may not recover the amount originally invested at any point in time. This document does not identify all the risks (direct or indirect) 
or other considerations which may be material to an investor when making an investment decision.

This document and all information included herein are provided “as is”, “as available” and no representation or warranty of any kind, express, implied or 
statutory, is made by Deutsche Bank regarding any statement or information contained herein or in conjunction with this document. To the extent permissible 
under applicable laws and regulations, we are making no representation as to the profitability of any financial instrument or economic measure. All opinions, 
market prices, estimates, forward looking statements, hypothetical statements, forecast returns or other opinions leading to financial conclusions contained 
herein reflect Deutsche Bank’s subjective judgment as of the date of this document. Without limitation, Deutsche Bank does not warrant the accuracy, 
adequacy, completeness, reliability, timeliness or availability of this communication or any information in this document and expressly disclaims liability for 
errors or omissions herein. 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.

Unless otherwise indicated in this document, all statements of opinion reflect the current assessment of Deutsche Bank, which may change at any time. 
Deutsche Bank does not assume any obligation to either update the information contained in this document or inform investors about available updated 
information. The information contained in this document is subject to change without notice and based on a number of assumptions, estimates, opinions and 
hypothetical models or analyses which – although, From the Bank’s current point of view are based on adequate information – may not prove valid or turnout 
in the future to be accurate or correct and may be different from conclusions expressed by other departments within Deutsche Bank. Although the information 
contained in this document has been derived from sources that Deutsche Bank considers trustworthy and reliable, Deutsche Bank does not guarantee the 
completeness, fairness, or accuracy of the information and it should not be relied upon as such. This document may provide, for your convenience, references 
to websites and other external sources. Deutsche Bank takes no responsibility for their content and their content does not form any part of this document. 
Accessing such external sources is at your own risk. 

To the extent permissible under applicable laws and regulations, this document is for discussion purposes only and is not intended to create any legally 
binding obligations on Deutsche Bank and Deutsche Bank is not acting as your financial advisor or in a fiduciary capacity unless otherwise expressly agreed by 
Deutsche Bank in writing. Before making an investment decision, investors need to consider, with or without the assistance of a financial professional, whether 
any investments and strategies described or provided by Deutsche Bank, are appropriate, in light of the investor’s particular investment needs, objectives, 
financial circumstances, the possible risks and benefits of such investment decision. When making an investment decision, potential investors should not rely 
on this document but only on what is contained in the final offering documentation relating to the investment. As a global financial services provider, Deutsche 
Bank from time to time faces actual and potential conflicts of interest. Deutsche Bank’s policy is to take all appropriate steps to maintain and operate effective 
organisational and administrative arrangements to identify and manage such conflicts. Senior management within Deutsche Bank are responsible for ensuring 
that Deutsche Bank’s systems, controls and procedures are adequate to identify and manage conflicts of interest. Deutsche Bank does not give tax or legal 
advice, including in this document, and nothing in this document should be interpreted as Deutsche Bank providing any person with any investment advice. 
Investors should seek advice from their own tax experts, lawyers, and investment advisers in considering investments and strategies described by Deutsche 
Bank. Unless notified to the contrary in a particular case, investment instruments are not insured by any governmental entity, not subject to deposit protection 
schemes and not guaranteed, including by Deutsche Bank. This document may not be reproduced or circulated without Deutsche Bank’s express written 
authorisation. Deutsche Bank expressly prohibits the distribution and transfer of this material to third parties. Deutsche Bank accepts no liability whatsoever 
arising from the use or distribution of this material or for any action taken or decision made in respect of investments mentioned in this document which the 
investor may have made or may make in the future.

The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including, without limitation, 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 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. Persons into whose possession this document may come 
are required to inform themselves of, and to observe, such restrictions. Past performance is no guarantee of future results; nothing contained herein shall 
constitute any representation, warranty, or prediction as to future performance. Further information is available upon investor’s request.

Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany with its head office in 
Frankfurt am Main. It is registered with the district court (“Amtsgericht”) in Frankfurt am Main under number HRB 30 000and licensed to carry out banking 
business and to provide financial services. Supervisory authorities are the European Central Bank (“ECB”), Sonnemannstrasse 22, 60314 Frankfurt am Main, 
Germany (www.ecb.europa.eu) and the German Federal Financial Supervisory Authority (“Bundesanstalt für Finanzdienstleistungsaufsicht” or “BaFin”), 
Grauheindorfer Strasse 108, 53117 Bonn and Marie-Curie-Strasse24-28, 60439 Frankfurt am Main(www.bafin.de), and by the German Central Bank 
(“Deutsche Bundesbank”), Wilhelm-Epstein-Strasse 14, 60431 Frankfurt am Main (www.bundesbank.de).

This document has neither been submitted to nor reviewed or approved by any of the above or below mentioned supervisory authorities.

http://www.bundesbank.de/
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Important information

For Residents of the United Arab Emirates
This document is strictly private and confidential and is being distributed to a limited number of investors and must not be provided to any person other than 
the original recipient, and may not be reproduced or used for any other purpose. By receiving this document, the person or entity to whom it has been issued 
understands, acknowledges and agrees that this document has not been approved by the UAE Central Bank, the UAE Securities and Commodities Authority, 
the UAE Ministry of Economy or any other authorities in the UAE. No marketing of any financial products or services has been or will be made from within the 
United Arab Emirates and no subscription to any funds, securities, products or financial services may or will be consummated within the United Arab Emirates. 
This does not constitute a public offer of securities in the United Arab Emirates in accordance with the Commercial Companies Law, Federal Law No. 2 of 
2015 (as amended from time to time) or otherwise. This document may only be distributed to ”Professional Investors”, as defined in the UAE Securities and 
Commodities Authority’s Rulebook on Financial Activities and Reconciliation Mechanism (as amended from time to time).

For Residents 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.

For Residents of the Kingdom of Saudi Arabia
This document may not be distributed in the Kingdom except to such persons as are permitted under the Investment Fund Regulations issued by the Capital 
Market Authority. The Capital Market Authority does not take any responsibility for the contents of this document, does not make any representation as to its 
accuracy or completeness, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. 
Prospective subscribers of the securities should conduct their own due diligence on the accuracy of any information relating to securities. If you do not 
understand the contents of this document, you should consult an authorised financial adviser.

For Residents of Qatar
This document has not been filed with, reviewed or approved by the Qatar Central Bank, the Qatar Financial Markets Authority, the Qatar Financial Centre 
Regulatory Authority or any other relevant Qatari governmental body or securities exchange or under any laws of the State of Qatar. This document does not 
constitute a public offering and is addressed only to the party to whom it has been delivered. No transaction will be concluded in Qatar and any inquiries or 
applications should be received, and allotments made, outside Qatar.

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 Regulations. 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.

For Residents of South Africa
This document does not constitute or form a part of any offer, solicitation or promotion in South Africa. This document has not been filed with, reviewed or 
approved by the South African Reserve Bank, the Financial Sector Conduct Authority or any other relevant South African governmental body or securities 
exchange or under any laws of the Republic of South Africa.

For Residents of Belgium 
This document has been distributed in Belgium by Deutsche Bank AG acting though its Brussels Branch. Deutsche Bank AG is a stock corporation 
(“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany and licensed to carry on banking business and to provide financial 
services subject to the supervision and control of the European Central Bank (“ECB”) and the German Federal Financial Supervisory Authority (“BaFin”). 
Deutsche Bank AG, Brussels Branch, is also supervised in Belgium by the Financial Services and Markets Authority (“FSMA”, www.fsma.be). The branch has 
its registered address at Marnixlaan 13-15, B-1000 Brussels and is registered under number VAT BE 0418.371.094, RPM/RPR Brussels. Further details are 
available on request or can be found at www.deutschebank.be.

For Residents of the United Kingdom
This document is a financial promotion as defined in Section 21 of the Financial Services and Markets Act 2000 and is approved by and communicated to you 
by DB UK Bank Limited. DB UK Bank Limited is a member of the Deutsche Bank group and is registered.at Company House in England & Wales with company 
number 315841 with its registered Office: 21 Moorfields, London, United Kingdom, EC2Y 9DB. DB UK Bank Limited is authorised by the Prudential 
Regulation Authority and is regulated by the Financial Conduct Authority and the Prudential Regulation Authority. DB UK Bank Limited’s Financial Services 
Registration Number is 140848.

Deutsche Bank Aktiengesellschaft is incorporated in the Federal Republic of Germany and its members’ liability is limited.

http://www.fsma.be/
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Important information

For Residents of Hong Kong
This material is intended for: Professional Investors in Hong Kong. Furthermore, this material is provided to addressee only, further distribution of this material 
is strictly prohibited. This document and its contents are provided for information only. Nothing in this document is intended to be an offer of any investment 
or a solicitation or recommendation to buy or to sell an investment and should not be interpreted or construed as an offer, solicitation, or recommendation.

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to the 
investments contained herein (if any). If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. 

This document has not been approved by the Securities and Futures Commission in Hong Kong (“SFC”), nor has a copy of this document been registered by 
the Registrar of Companies in Hong Kong, unless specified otherwise. The investments contained herein may or may not be authorised by the SFC. The 
investments may not be offered or sold in Hong Kong, by means of any document, other than (i) to “professional investors” as defined in the Securities and 
Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“SFO”) and any rules made under the SFO, or (ii) in other circumstances which do not result in the 
document being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)(the 
“C(WUMP)O”) or which do not constitute an offer to the public within the meaning of the C(WUMP)O. No person shall issue or possess for the purposes of 
issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the investments, which is directed at, or the contents of 
which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with 
respect to investments which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as defined in the 
SFO and any rules made under the SFO. 

For Residents of Singapore
This material is intended for: Accredited Investors / Institutional Investors in Singapore. Furthermore, this material is provided to addressee only, further 
distribution of this material is strictly prohibited. 

For Residents of the United States of America
In the United States, brokerage services are offered through Deutsche Bank Securities Inc., a broker-dealer and registered investment adviser, which 
conducts securities activities in the United States. Deutsche Bank Securities Inc. is a member of FINRA, NYSE and SIPC. Banking and lending services are 
offered through Deutsche Bank Trust Company Americas, member FDIC, and other members of the Deutsche Bank Group. In respect of the United States, 
see earlier statements made in this document. Deutsche Bank makes no representations or warranties that the information contained herein is appropriate or 
available for use in countries outside of the United States, or that services discussed in this document are available or appropriate for sale or use in all 
jurisdictions, or by all counterparties. Unless registered, licensed as otherwise may be permissible in accordance with applicable law, none of Deutsche Bank 
or its affiliates is offering any services in the United States or that are designed to attract US persons (as such term is defined under Regulation S of the United 
States Securities Act of 1933, as amended).This United States-specific disclaimer will be governed by and construed in accordance with the laws of the State 
of Delaware, without regard to any conflicts of law provisions that would mandate the application of the law of another jurisdiction.

For Residents of Germany 
This information is advertising. The texts do not meet all legal requirements to ensure the impartiality of investment and investment strategy 
recommendations or financial analyses. There is no prohibition for the compiler or for the company responsible for the compilation to trade with the respective 
financial instruments before or after the publication of these documents. 

General information on financial instruments is contained in the brochures "Basic Information on Securities and Other Investments", "Basic Information on 
Financial Derivatives", "Basic Information on Forward Transactions" and the information sheet "Risks in Forward Transactions", which the customer can 
request from the Bank free of charge.

Past performance or simulated performance is not a reliable indicator of future performance. 

For Residents of India 
The investments mentioned in this document are not being offered to the Indian public for sale or subscription. This document is not registered and/or 
approved by the Securities and Exchange Board of India, the Reserve Bank of India, or any other governmental/ regulatory authority in India. This document is 
not and should not be deemed to be a “prospectus” as defined under the provisions of the Companies Act, 2013 (18 of 2013) and the same shall not be filed 
with any regulatory authority in India. Pursuant to the Foreign Exchange Management Act, 1999 and the regulations issued there under, any investor resident 
in India may be required to obtain prior special permission of the Reserve Bank of India before making investments outside of India including any investments 
mentioned in this document.

For Residents of Italy
This report is distributed in Italy by Deutsche Bank S.p.A., a bank incorporated and registered under Italian law subject to the supervision and control of Banca 
d’Italia and CONSOB. Its registered office is located at Piazza del Calendario 3 – 20126 Milan (Italy) and is registered with the Chamber of Commerce of Milan, 
VAT and fiscal code number 001340740156, part of the interbank fund of deposits protection, enrolled in the Bank Register and the head of Deutsche Bank 
Banking Group, enrolled in the register of the Banking Groups pursuant to Legislative Decree September 1st , 1993 n. 385 and subject to the direction and 
coordination activity of Deutsche Bank AG, Frankfurt am Main (Germany).

For Residents of Luxembourg 
This report is distributed in Luxembourg by Deutsche Bank Luxembourg S.A., a bank incorporated under the laws of the Grand Duchy of Luxembourg in the 
form of a public limited company (Société Anonyme), subject to the supervision and control of the European Central Bank (“ECB”) and Commission de 
Surveillance du Secteur Financier (“CSSF”). Its registered office is located at 2, boulevard Konrad Adenauer, 1115 Luxembourg, Grand Duchy of Luxembourg 
and is registered with Luxembourg Registre de Commerce et des Sociétés (“RCS”) under number B 9.164 .

For Residents of Spain 
Deutsche Bank, Sociedad Anónima Española Unipersonal is a credit institution regulated by the Bank of Spain and the CNMV and registered in their 
respective Official Registries under the Code 019. Deutsche Bank, Sociedad Anónima Española Unipersonal may only undertake the financial services and 
banking activities that fall within the scope of its existing license. The principal place of business in Spain is located in Paseo de la Castellana number 18, 
28046 – Madrid. Registered in the Mercantile Registry of Madrid, Volume 28100, Book 0, Folio 1, Section 8, Sheet M506294, Registration 2. NIF: 
A08000614. This information has been distributed by Deutsche Bank, Sociedad Anónima Española Unipersonal. 

For Residents of Portugal
Deutsche Bank AG, Portugal Branch is a credit institution regulated by the Bank of Portugal and the Portuguese Securities Commission (“CMVM”), registered 
with numbers 43 and 349, respectively and with commercial registry number 980459079. Deutsche Bank AG, Portugal Branch may only undertake the 
financial services and banking activities that fall within the scope of its existing license. The registered address is Rua Castilho, 20, 1250-069 Lisbon, Portugal. 
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that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical models which may prove to be incorrect. Past 
performance is not indicative of future returns. Performance refers to a nominal value based on price gains/losses and does not take into account inflation. Inflation will 
have a negative impact on the purchasing power of this nominal monetary value. Depending on the current level of inflation, this may lead to a real loss in value, 
even if the nominal performance of the investment is positive. Investments come with risk. The value of an investment can fall as well as rise and you might not get back 
the amount originally invested at any point in time. Your capital may be at risk.
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Important information

For Residents of Austria
This document is distributed by Deutsche Bank AG Vienna Branch, registered in the commercial register of the Vienna Commercial Court under number FN 
140266z.Deutsche Bank AG’s Vienna branch is also supervised by the Austrian Financial Market Authority (FMA), Otto-Wagner-Platz 5, 1090 Vienna. This 
document has neither been submitted to nor approved by the aforementioned supervisory authorities. 

For Residents of the Netherlands
This document is distributed by Deutsche Bank AG, Amsterdam Branch, with registered address at De entree 195 (1101 HE) in Amsterdam, the Netherlands, 
and registered in the Netherlands trade register under number 33304583 and in the register within the meaning of Section 1:107 of the Netherlands Financial 
Supervision Act (Wet op het financieel toezicht). This register can be consulted through www.dnb.nl.

For Residents of France
Deutsche Bank AG is an authorised credit institution, subject to the overall supervision of the European Central Bank and BaFin, the German Federal Financial 
Supervisory Authority. Its various branches are locally supervised, for certain activities, by the competent banking authorities, such as the Prudential Control 
and Resolution Authority (Autorité de Controle Prudentiel de Résolution, “ACPR”) and the Financial Markets Authority (Autorité des Marchés Financiers, “ 
AMF”) in France.

Any reproduction, representation, distribution or redistribution, in whole or in part, of the contents of this document in any medium or by any process 
whatsoever, as well as any sale, resale, retransmission or making available to third parties in any manner whatsoever, is prohibited. This document may not be 
reproduced or distributed without our written permission.
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