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Summary 

‐ Commodity markets benefit from depreciating US dollar 

‐ Silver (+17.1%) shined again and contributed to a strong precious metals sector performance 

‐ Weather events drove up natural gas, corn and soybean prices 

‐ Vontobel Fund - Dynamic Commodity posted a loss of -1.8% 

 

Market developments 

The pandemic and its effects on the global economy remain the focus of market participants. Rising infection rates in emerging 

markets and in Europe undermine economic sentiment. The recovery continues but at a somewhat slower pace. Politically, the 

race to the US presidential elections in November gained speed and with it the discussions about US-Chinese relations. The 

Democratic Party officially nominated Joe Biden but his strong lead in the polls has started diminishing. On the positive side, the 

US Federal Reserve made a dovish policy shift at its Jackson Hole meeting by changing its priorities to reach full employment 

and to signal the willingness to let the economy and let inflation overheat. The direct consequence of this move is that relaxed 

monetary policy will continue for longer. Sweden’s Riksbank also made a dovish policy shift in buying corporate bonds. Dovish 

monetary policies are reinforced by expanding fiscal stimulus measures to record high levels in various countries with one ex-

ception: in the US, Congress is still undecided whether or not to renew unemployment benefits that expired on July 31. This is 

generally a good environment for metals and commodities in general. In August, commodities saw strong gains and experi-

enced the fourth monthly uptick in a row with the Bloomberg Commodity Index TR gaining +6.8%, supported by a weakening 

US dollar (DXY Index -1.3% in August after a 4% decline already in July). Commodities show their hedging abilities by benefit-

ting from declining real interest rates and their diversification benefits. 

 

The energy sector continued its recovery from spring lows and returned +13.1% in August. The strongest performer was natural 

gas with +32.1%, benefitting from increased power demand for air conditioning during the hot month. Natural gas also profited 

from a strong rebound in manufacturing and export demand. Exports of liquefied natural gas to Europe and elsewhere are ex-

pected to pick up given the strong domestic gas price rallies. On the other hand, natural gas production has not yet accelerated 

despite the higher prices. Especially, the lack of new drilling raises concerns about production capacities later this year. Crude 

oil (Brent +3.3%, WTI +5.0%) profited from a decline of US oil inventories as well as from OPEC continuing their production cuts 

without significant cheating on the agreed quotas. At the end of August, Hurricane Laura led to temporary production halts of 

crude oil and refined products on the US Gulf Coast. This supported gasoline (+7.6%), while other refined products were slightly 

down (heating oil -2.1%, gasoil -0.7%). 

 

The precious metals sector gained 3.6% in August. However, there were strong discrepancies across the precious metals: Gold 

lost -0.4% while silver (+17.4%), palladium (+5.5%) and platinum (+2.1%) appreciated strongly in August. Especially by the end 

of the month, the precious metals complex benefited from the US dollar depreciation to two-year lows on the US Fed’s state-

ments that the central bank would accept higher inflation to achieve full employment. Consequently, the US 10 year real yields 

dropped to -1%. Inflows in gold and silver ETF lost speed in August, however ETF holdings are still on record high levels. Silver 

continued to outperform in its catch-up to gold. Investor flows accelerated quickly as investors entered the silver market. The 

increased likelihood of a shortfall in palladium and platinum supply in 2020 supported prices despite the weak automotive sec-

tor, as did the disruption of South African supply, reported to have lost about one fifth of production in the first eight months ver-

sus the year-ago period. 

 

The base metals sector (6.9%) continued its upward trend for the fifth month on the back of an improving macroeconomic senti-

ment, strong Chinese physical metals demand, a weaker US dollar and concerns over supply disruptions as Latin America suf-

fers heavily from the coronavirus. Despite a recovery in copper output from Peru and Chile, longer term supplies are at risk as 

new project developments and maintenance of aging mines have been halted. At the same time, China stimulates its economy 

by infrastructure and real estate investments. This drives up stainless steel production, which benefits copper (+5.9%), zinc 

(+8.2%) and nickel (+11.4%). Aluminium was up 4.7% only as the surplus and global inventories continued to build. 
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Grains saw a strong performance of 6.3% in August. Corn (+8.8%) and soybeans (+6.8%) were the strongest performers. The 

strong recovery in corn prices was driven early in the month by a storm that devastated fields in core producing areas in the US 

Midwest and towards the end of the month by a flash drought in Iowa and Nebraska. Consequently, the US Department of Agri-

culture lowered its corn crop condition ratings to an average level. The flash drought also particularly affects soybeans as Au-

gust is the determining month for yields. Yield estimates from private agencies come in lower but still above trend yields for both 

crops such that the US crop will still be sizeable and inventories will build. Harvest is about to start in September. Further sup-

port came from strong Chinese purchases. The purchases were also timely in view of the Phase 1 Deal review discussions be-

tween China and the US. Soybean oil (+6.8%) and soybean meal (+5.1%) performed in line with corn and soybeans. The per-

formance of wheat (+2.1%) lagged somewhat because the Russian wheat crop is better than expected, the rubble is weakening 

and at the same time Canada reports good wheat crop ratings. Rain started to fall timely in Australia and Argentina for their crop 

that is harvested at the end of the year. 

 

The softs sector posted a monthly gain of 3.4% in August with coffee being the outperformer (+6.3%). Despite a large harvest in 

Brazil that is almost completed by the end of August, the coffee inventories at the ICE exchange are falling rapidly. One reason 

is that Covid-19 slowed down handling of merchandise at Brazilian ports. Further supply concerns in Vietnam due to a lockdown 

and weather issues supported the price rally. At the same time, corporate reports show that the coffee demand did not fall as 

much as expected due to Covid-19. Cocoa prices were strong in August (+11.1%) on opening economies and lower production 

on the Ivory Coast. Sugar was almost unchanged with +0.2%. The continued lack of sugar ethanol in Brazil, the strong sugar 

yields in Brazil and an expected recovery of production in parts of the EU and Australia weighed on prices. Cotton prices gained 

4.0% as US cotton crop conditions continue to be weak. 

 

The livestock sector was up just 0.4% in August, led by lean hog prices. Live cattle (-2.3%) and feeder cattle (-4.1%) gave back 

the gains from the previous month. Cattle slaughter is still at reduced capacity which causes the live cattle weights to grow and 

to create a backlog. Lean hogs (+8.0%) gained strongly on large purchases from China and exports to Mexico also accelerated. 

China sources US pork, the cheapest pork in the world, while it is rebuilding its own hog herd after it lost half of the world’s larg-

est hog herd due to African Swine Fever (ASF) in the past year. Rebuilding to 80% of pre-ASF-levels is expected at the end of 

2021 according to the US Department of Agriculture. By then, Chinese pork demand is expected to fade. 

Portfolio review 

At month-end June, the Vontobel Fund - Dynamic Commodity was restructured from a long-only fund into a long-short fund. The 

new investment approach allocates to five different commodities risk premia strategies. 

Performance analysis 

The Vontobel Fund - Dynamic Commodity (I share class) lost -1.78% in August. Consequently, the Vontobel Fund Dynamic 

Commodity was not able to track the long-only index Bloomberg Commodities (BCOM). The performance contribution shows 

that the five risk premia strategies gained in precious metals (+0.78%) and industrial metals (+0.37%) but lost -2.65% in energy. 

Outlook  

Precious and industrial metals are set for a continuation of their winning streak, although a stabilization of the US dollar might 

decelerate the gain. Following the Fed’s revision of its interest rate policy at the end of August, it remains to be seen whether 

and to what extent other central banks around the world will follow suit. This provides more scope to maintain expansionary 

monetary policy for longer going forward in order to stimulate the global economy. Given the recent fall in consumer prices in 

the euro area, the European Central Bank is likely to remain committed to expansive monetary policy and is under pressure to 

weaken the euro. Important for risk assets will be the further negotiation on the stimulus package of the US Congress when it 

returns from holidays. At the same time, US real yields dropped to record low levels of -1%. Combined, this is a supportive envi-

ronment for real assets. 

 

With the start of the grain harvest in the northern hemisphere, the actual size of crops in the US but also Ukraine, the European 

Union, Russia and China can be reliably estimated and market focus will shift to grain demand. China has bought enormous 

amounts of US soybeans, corn and pork in recent weeks. Note that before August China only fulfilled a small part of their prom-

ised purchases under the Phase 1 deal and in mid-August the half-yearly Phase 1 review was first cancelled and then held later 

on renewed political tensions between US and China. Grains will continue to rally if Chinese purchases continue their current 

pace. However, differences between grains should be expected: Soybeans should profit most from increased Chinese pur-

chases followed by corn while a rally in wheat will be limited due to good crops in key producing countries.  
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 Performance (in %) 

 

Net returns  Rolling 12-month net returns  

USD  Fund  Index  Start date  End date  Fund Index 

MTD -1.8  6.8  01.09.2019   31.08.2020   -9.2  -3.9 

YTD -13.1  -9.0  01.09.2018  30.08.2019  -10.8  -5.9  

2019  7.9  7.7  01.09.2017  31.08.2018  4.5  0.5  

3 years p.a.  -5.4  -3.1  01.09.2016  31.08.2017  -0.4  3.0  

5 years p.a.   -3.6  -3.1  01.09.2015  31.08.2016  -1.0  -8.7  

10 years p.a.  n/a  n/a Index: Bloomberg Commodity Index TR  

Since launch 

p.a.  

-6.8  -6.7  

Launch Date 02.05.2012  Share class: I 

  ISIN: LU0759372880  

 

Past performance is not a reliable indicator of current or future performance. Performance data does not take into account any 

commissions and costs charged when shares of the fund are issued and redeemed, if applicable. The return of the fund may go 

down as well as up due to changes in the rates of exchange between currencies.  

 

 

Disclaimer 

This marketing document was produced by one or more companies of the Vontobel Group (collectively "Vontobel") for institu-

tional clients, for distribution in AT, CH, DE, ES, FI, IT, LI, LU, NL, PT, SE, SG (Professional Investors only). 

This document is for information purposes only and does not constitute an offer, solicitation or recommendation to buy or sell 

shares of the fund/fund units or any investment instruments, to effect any transactions or to conclude any legal act of any kind 

whatsoever. Subscriptions of shares of the fund should in any event be made solely on the basis of the fund’s current sales pro-

spectus (the “Sales Prospectus”), the Key Investor Information Document (“KIID”), its articles of incorporation and the most re-

cent annual and semi-annual report of the fund and after seeking the advice of an independent finance, legal, accounting and 

tax specialist. This document is directed only at recipients who are institutional clients, such as eligible counterparties or profes-

sional clients as defined by the Markets in Financial Instruments Directive 2014/65/EC (“MiFID”) or similar regulations in other 

jurisdictions, or as qualified investors as defined by Switzerland’s Collective Investment Schemes Act (“CISA”). 

In particular, we wish to draw your attention to the following risks: Commodity investments can be very volatile and are prone to 

sudden swings over the long run. Governments may at times intervene directly in certain commodity markets. These interven-

tions can cause significant swings in the prices of different commodities. Investments in derivatives are often exposed to the 

risks associated with the underlying markets or financial instruments, as well as issuer risks. Derivatives tend to carry more risk 

than direct investments. Money market investments are associated with risks of a money market, such as interest rate fluctua-

tions, inflation risk and economic instability.   

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

Performance data does not take into account any commissions and costs charged when shares of the fund are issued and re-

deemed, if applicable. The return of the fund may go down as well as up due to changes in rates of exchange between curren-

cies. The value of the money invested in the fund can increase or decrease and there is no guarantee that all or part of your 

invested capital can be redeemed. 

Interested parties may obtain the above-mentioned documents free of charge from the authorized distribution agencies and 

from the offices of the fund at 11-13 Boulevard de la Foire, L-1528 Luxembourg, the paying agent in Austria Erste Bank der oes-

terreichischen Sparkassen AG, Graben 21, A-1010 Vienna, the representative in Switzerland: Vontobel Fonds Services AG, 

Gotthardstrasse 43, 8022 Zurich, the paying agent in Switzerland: Bank Vontobel AG, Gotthardstrasse 43, 8022 Zurich, the 

paying agent in Germany: B. Metzler seel. Sohn & Co. KGaA, Grosse Gallusstrasse 18, 60311 Frankfurt/Main, the paying agent 

in Liechtenstein: Liechtensteinische Landesbank AG, Städtle 44, FL-9490 Vaduz. Refer for more information on the fund to the 

latest prospectus, annual and semi-annual reports as well as the key investor information documents (“KIID”). These documents 

may also be downloaded from our website at vontobel.com/am.In Spain, funds authorized for distribution are recorded in the 

register of foreign collective investment companies maintained by the Spanish CNMV (under number 280). The KIID can be 

obtained in Spanish from Vontobel Asset Management S.A., Spain Branch, Paseo de la Castellana, 95, Planta 18, E-28046 

Madrid or electronically from atencionalcliente@vontobel.es. The KIID is available in Finnish. Refer for more information regard-

ing subscriptions in Italy to the Modulo di Sottoscrizione. For any further information: Vontobel Asset Management S.A., Milan 

Branch, Piazza degli Affari 3, 20123 Milano, telefono: 0263673444, e-mail clientrelation@vontobel.it. The Fund and its subfunds 
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are included in the register of Netherland's Authority for the Financial Markets as mentioned in article 1:107 of the Financial 

Markets Supervision Act (“Wet op het financiële toezicht”). Please note that certain subfunds are exclusively available to quali-

fied investors in Andorra or Portugal. The KIID is available in Swedish. The fund and its subfunds are not available to retai l in-

vestors in Singapore. Selected subfunds of the fund are currently recognized as restricted schemes by the Monetary Authority 

of Singapore. These subfunds may only be offered to certain prescribed persons on certain conditions as provided in the “Secu-

rities and Futures Act”, Chapter 289 of Singapore. The fund is not authorized by the Securities and Futures Commiss ion of 

Hong Kong. It may only be offered to those investors qualifying as professional investors under the Securities and Futures Ordi-

nance. The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 

exercise caution and if you are in any doubt about any of the contents of this document, you should obtain independent profes-

sional advice. This information was approved by Vontobel Asset Management Asia Pacific Ltd., which has its registered office at 

1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong.   

This document is not the result of a financial analysis and therefore the “Directives on the Independence of Financial Research” 

of the Swiss Bankers Association are not applicable. Vontobel Asset Management AG, its affiliates and/or its board of directors, 

executive management and employees may have or have had interests or positions in, or traded or acted as market maker in 

relevant securities. Furthermore, such entities or persons may have executed transactions for clients in these instruments or 

may provide or have provided corporate finance or other services to relevant companies. 

The MSCI data is for internal use only and may not be redistributed or used in connection with creating or offering any securi-

ties, financial products or indices. Neither MSCI nor any other third party involved in or related to compiling, computing or creat-

ing the MSCI data (the “MSCI Parties”) makes any express or implied warranties or representations with respect to such data 

(or the results to be obtained by the use thereof), and the MSCI Parties hereby expressly disclaim all warranties of originality, 

accuracy, completeness, merchantability or fitness for a particular purpose with respect to such data. Without limiting any of the 

foregoing, in no event shall any of the MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or 

any other damages (including lost profits) even if notified of the possibility of such damages.  

Although Vontobel believes that the information provided in this document is based on reliable sources, it cannot assume re-

sponsibility for the quality, correctness, timeliness or completeness of the information contained in this document. Except as 

permitted under applicable copyright laws, none of this information may be reproduced, adapted, uploaded to a third party, 

linked to, framed, performed in public, distributed or transmitted in any form by any process without the specific written consent 

of Vontobel. To the maximum extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered by 

you through use or access to this information, or Vontobel’s failure to provide this information. Our liability for negligence, 

breach of contract or contravention of any law as a result of our failure to provide this information or any part of it, or for any 

problems with this information, which cannot be lawfully excluded, is limited, at our option and to the maximum extent permitted 

by law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to 

you. Neither this document nor any copy of it may be distributed in any jurisdiction where its distribution may be restricted by 

law. Persons who receive this document should make themselves aware of and adhere to any such restrictions. In particular, 

this document must not be distributed or handed over to US persons and must not be distributed in the USA.  
Vontobel Asset Management AG 

Gotthardstrasse 43, 8022 Zürich 

Switzerland 

T +41 58 283 71 11, info@vontobel.com 

vontobel.com/am 


