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— Last week, markets were caught on the wrong foot by the latest package of measures by the European 
Central bank (ECB). There was no headline increase of monthly asset purchases, currently at EUR 60bn. 

— Investors have grown used to ECB President Mario Draghi over-delivering, earning him the nickname “Super 
Mario”. When Draghi failed to do so this time around, investors were unprepared. On Thursday, the euro 
strengthened by 3% to 1.09 U.S. Dollars (USD); equity markets sold off. The German DAX was down 3.6%.  

— By Friday, ECB officials, including Draghi, were busily trying to calm market nerves, amid hints of more 
resistance from ECB board members. Draghi may have felt that it was not worth picking a fight right now and 
that markets would swiftly overcome any disappointment. 

“Super Mario” disappoints 

— The ECB did decide to extend the duration of its asset-purchase-program (APP) to at least March 2017, to 
reinvest proceeds and to include purchases of debt issued by regional and local governments. This last move 
will make any further increases in APP easier to implement, by mitigating any shortages in the debt issued by 
some countries, notably Germany. The ECB also cut its deposit rate from -0.2% to -0.3%.  

— The ECB measures were in line with our expectations. They translate into a sizeable increase in the APP due 
to the extension and reinvestment. The trouble is that investors had hoped for more. The ECB’s credibility has 
taken a hit and it may take more than words from Draghi next time around. 

The ECB has mismanaged expectations … 

— Overall, we see no reason to adjust our forecasts. Last week’s initial reaction was largely technical, as many 
investors had bet on a weaker euro and a rising DAX. When the ECB measures were announced, they had to 
unwind these positions. 

— Eurozone equities had rallied in the weeks before the ECB announcement. The moves since last week have 
simply eroded some of these gains. Moreover, volatility spiked only briefly, before settling to levels on Friday 
below where they started the week.  

— We remain neutral on German Bunds and positive on government bonds from Europe’s periphery. This is 
underpinned by the ongoing hunt for yield as more and more euro-government-bond yields are in negative 
territory. 

— The case for the euro to weaken again against the USD remains strong. It will be further reinforced should the 
Fed hike on December 16, which we expect. Although the market was disappointed, ECB policy will remain 
loose in the upcoming year.  

— Investors have less reason to expect positive surprises from the ECB in future. Its decisions look set to 
become more dependent on economic and inflation data rather than market hopes. Betting on “Super Mario” 
is getting riskier.  

…providing opportunities for tactical trades 

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, 
possible delays in repayment and loss of income and principal invested. The value of investments can fall as 
well as rise and you may not recover the amount originally invested at any point in time.  
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The asset purchase programme (APP) refers to purchases of marketable debt instruments by the ECB. 

Bunds are issued by Germany's federal government, most frequently with a maturity of 10 years, and are the 

German equivalent of U.S. Treasury bonds. 

The DAX is a blue-chip stock-market index consisting of the 30 major German companies trading on the 

Frankfurt Stock Exchange. 

The deposit rate is the rate banks receive when they make overnight deposits with the ECB  

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

The Eurozone, also called the euro area, is a monetary union of 19 of the 28 European Union (EU) member 

states which have adopted the euro as their common currency. 

Periphery countries are less developed than the core countries of a specific region. In the Eurozone, the euro 

periphery consists of the economically weaker countries such as Greece, Portugal, Italy, Spain and Ireland 

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

Explanation of terms 

Glossary 
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Deutsche Asset & Wealth Management represents the asset management and wealth management activities 

conducted by Deutsche Bank AG or any of its subsidiaries. Clients will be provided Deutsche Asset & Wealth 

Management products or services by one or more legal entities that will be identified to clients pursuant to the 

contracts, agreements, offering materials or other documentation relevant to such products or services. Deutsche 

Asset & Wealth Management offers wealth management solutions for wealthy individuals, their families and 

select institutions worldwide. Deutsche Asset & Wealth Management, through Deutsche Bank AG, its affiliated 

companies and its officers and employees (collectively “Deutsche Bank”) 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 

Deutsche Bank, 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 and is not 

intended to constitute an offer, recommendation or solicitation to conclude a transaction or the basis for any 

contract to purchase or sell any security, or other instrument, or for Deutsche Bank to enter into or arrange any 

type of transaction as a consequence of any information contained herein and should not be treated as giving 

investment advice. Deutsche Bank does not give tax or legal advice. Investors should seek advice from their own 

tax experts and lawyers, in considering investments and strategies suggested by Deutsche Bank. Investments 

with Deutsche Bank are not guaranteed, unless specified. Although information in this document has been 

obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness, and it 

should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our 

judgment on the date of this report, are subject to change without notice and involve a number of assumptions 

which may not prove valid. 

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, 

possible delays in repayment and loss of income and principal invested. The value of investments can fall as well 

as rise and you may not recover the amount originally invested at any point in time. Furthermore, substantial 

fluctuations of the value of the investment are possible even over short periods of time. Further, investment in 

international markets can be affected by a host of factors, including political or social conditions, diplomatic 

relations, limitations or removal of funds or assets or imposition of (or change in) exchange control or tax 

regulations in such markets. Additionally, investments denominated in an alternative currency will be subject to 

currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the 

investment. This document does not identify all the risks (direct and indirect) or other considerations which might 

be material to you when entering into a transaction. The terms of an investment may 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 the investment and not the summary 

contained in this document. 

Important Information 
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This publication 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 material. 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 Deutsche Bank as to the reasonableness or completeness of such forward looking statements or to any 

other financial information contained herein. We assume no responsibility to advise the recipients of this 

document with regard to changes in our views. 

This document was not produced, reviewed or edited by any research department within Deutsche Bank and is 

not investment research. Therefore, laws and regulations relating to investment research do not apply to it. Any 

opinions expressed herein may differ from the opinions expressed by other Deutsche Bank departments including 

research departments. 

No assurance can be given that any investment described herein would yield favorable investment results or that 

the investment objectives will be achieved. In general, the securities and financial instruments presented herein 

are not insured by the Federal Deposit Insurance Corporation („FDIC“), and are not guaranteed by or obligations 

of Deutsche Bank AG or its affiliates. We or our affiliates or persons associated with U.S. may act upon or use 

material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the views 

discussed herein. Opinions expressed herein may differ from the opinions expressed by departments or other 

divisions or affiliates of Deutsche Bank. This document may not be reproduced or circulated without our written 

authority. The manner of circulation and distribution of this document may be restricted by law or regulation in 

certain countries. This document is not directed to, or intended for distribution to or use by, any person or entity 

who is a citizen or resident of or located in any locality, state, country or other jurisdiction, including the United 

States, where such distribution, publication, availability or use would be contrary to law or regulation or which 

would subject Deutsche Bank to any registration or licensing requirement within such jurisdiction not currently 

met within such jurisdiction. Persons into whose possession this document may come are required to inform 

themselves of, and to observe, such restrictions. 

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation 

or warranty as to future performance. Further information is available upon investor‘s request. This document 

contains information not intended solely for the recipients. The information has been considered in investment 

decisions of our asset management division. All third party data (such as MSCI, S&P & Bloomberg) are 

copyrighted by and proprietary to the provider. 
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