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Market developments 

The Coronavirus continued to spread in March outside China with severe repercussions on the health and economic systems. 

Government measures aimed at slowing the spread of the virus have considerably restricted public life and curbed the real 

economy in many places across the world, in some cases even bringing it to a standstill. Consequently, initial jobless claims in 

USA spiked to 10 million within two weeks and global GDP was revised down by at least 3% p.a. (if lockdowns extend into H2). 

All of this culminated in a rapid surge in risk aversion and triggered enormous losses on capital markets, with investors initially 

fleeing to safe havens, such as government bonds and USD cash. Extensive fiscal and monetary measures started in the sec-

ond half of March across the globe. Governments in many countries launched multi-billion rescue packages to stabilize the 

economy and improve the bleak prospects of many companies by emergency loans and guarantees. In q2 and q3 the US gov-

ernment is expected to inject 9% of GDP stimulus in their economy, while the EU is expected to inject 3% and China 4%. All 

relevant central banks decreased their interest rates and announced massive quantitative easing programs. The US-Fed bal-

ance sheet grew by 0.5 trillion USD in one week and the different liquidity measures will culminate in QE4. The big question is 

how long this sudden standstill of social and economic activity will last, when and how the quarantining will end and how swift 

the rebound in economic activity will be. For a swift normalization of economic activity, it is key that businesses survive the cur-

rent situation, which means that governments and central banks need to mitigate the looming default cycle and prevent a further 

spike in unemployment numbers. 

 

Energy commodities came under severe pressure in March, with the sector down a striking -35.1%. Oil prices came under fire 

from both sides, supply and demand, and dropped to 18 years lows (March: WTI -54.4%, Brent -43.2%). On the demand side, 

shutdowns in businesses and travel restrictions (driving and air traffic account for 55% of global oil demand) to fight the spread-

ing of SARS-CoV-2 lead to an abrupt standstill. On the supply side, markets are being flooded by cheap oil, as OPEC+ talks 

broke down on 6th March by Russia and Saudi Arabia not agreeing to further reduce production or even maintain existing cuts. 

Saudi Arabia and Russia started a price war by trying to gain as much market share as possible. Saudi Arabia announced to 

raise production in April to 13 million barrel per day (mbpd) and immediately discounted the official selling prices by as much as 

10 USD per barrel for oil delivered to Europe. Due to massive oversupply and erased demand, the world will run out of storage 

space both onshore and offshore very soon. Maximum storage capacity is expected to be reached in the coming 2 months, put-

ting most pressure on short dated oil contracts and moving oil curves into so-called “super-contango” when buyers of spot oil 

have no longer access to storage capacity. However, these low oil prices should rapidly kill all high cost producers and are likely 

to turn US shale oil production growth deeply negative for 2020/21. Due to this prospective oil undersupply in future and the 

expectation of a normalization of oil demand later this year, longer dated oil prices remained relative stable. Gasoline showed 

the strongest loss out of all commodities in March (-59.9%), as social distancing reduced driving massively. Even though, a gas-

oline price decline of this size is working similar to a tax cut to consumers, president Trump started to interfere in the oil war and 

demands a production cut by OPEC which should result in higher oil prices. The reason for this is that US oil producers suffer 

substantially due to these low prices and job losses in important states as Texas may cost Trump´s re-election in November. Oil 

products outperformed crude oil, with gasoil down -32.9% and heating oil -32.0%. Natural gas lost only -5.3% in March driven 

by expectations of shale supply destructions as natural gas comes as a by-product of shale oil. 

 

Base metals sector (-9.7%) was pressured when it became clear that it was not only a question of when China would come 

back to the market anymore, but also the rest of the world. Copper (-12.2%) and aluminum (-10.6%) suffered most due to the 

severe global economic slowdown. Again, base metals held up better than the energy sector as not only the metals demand 

was reduced but also supply started to suffer as logistics broke down and ports as well as mines were closed in several coun-

tries to prevent further spreading of the virus. Furthermore, metal producers benefited as low oil prices reduced cost of produc-

tion. Nickel (-6.4%), zinc (-5.9%) and lead (-5.7%) could keep up better than copper as mine cuts were more severe. While sev-

eral tracker indices showed that China gradually runs production up, the manufacturing industry in Europe came to complete 

halts. This was also observable in March European PMIs falling short of expectations. Though China’s manufactur ing PMIs ex-

ceeded expectations, attention was on new export orders, which remained in contractionary territory. The massive $2 trillion 
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emergency spending bill in the US and massive stimulus by global central banks at the end of March helped to stop the drop of 

metals as it may lower borrowing costs and increase inflation. 

 

Precious metals did not benefit as much as you would expect during a global stock market drawdown of that size. Alike the 

great financial crisis in 2008, gold could initially not meet its characteristics of a safe haven asset. The rush into cash and meet-

ing margin calls from the drawdown in the stock market and other asset classes led to a liquidity issue. While the money market 

completely dried out, gold was used to generate the urgently needed cash. In addition, the market for USD linkers became dys-

functional – with US real interest rates spiking overnight from negative -1% to positive +1% – which gave systematic traders 

false signals to liquidate golds. Gold usually performs best with moderate uncertainty, but with volatility among the highest lev-

els observed in the last decade it lost its diversification benefits. However, after global central banks announced to inject unlim-

ited cash into the monetary system in order to stem the volatility, to ensure the proper functioning of money markets, to give the 

banks ammunition to provide unlimited credit lines to corporates, etc. gold regained some of its losses in the second half of the 

month and ended the month up +1.8%. On the contrary, silver lost -13.9% due to its high usage as an industrial component. 

With the global car manufacturing industry almost completely locked down, palladium suffered more than -45% within three 

weeks, showing intraday losses of up to -30%. However, not everything was justified fundamentally. With futures curve still in 

backwardation and being discounted more than 6% versus the spot price, it is a clear sign that physical demand is still tight. 

After South African government announced the shutdown of all its mines for at least three weeks, palladium and platinum recov-

ered partially. Palladium ended the month down -7.4% and platinum -15.8%. 

Portfolio review 

Sector weights in the Vontobel Fund – Non-Food Commodity reflected the overall risk-off sentiment in the market by over-

weighting precious metals and underweighting energy in March. Sector weights do not change in April. However, within the sec-

tors there is quite some movement: In the precious metals complex, gold is replaced by silver (next to palladium and platinum) 

due to higher roll returns. Keeping the overweight in precious metals complex mirrors the massive flow of monetary stimulus, 

driving global interest rates deeper into negative territory. In the base metals sector, nickel is replaced by zinc (next to copper 

and lead). The slight overweight compared to the benchmark is maintained due to supply concerns as more and more mines 

close to prevent further spreading of the virus. The energy sector stays underweight compared to the benchmark and allocates 

away from crude oil due to the super-contango in crude future curves. The fund replaces Brent and gasoline by heating oil and 

gasoil. Fundamentals continue to show increasing risk that global oil storage reaches tank tops and producers have to further 

discount oil in the spot market and ultimately have to close production which will lead to even higher contango in crude oil. 

Performance analysis 

The Vontobel Fund – Non-Food Commodity (I share class) showed another strong month in terms of relative performance in 

March. Absolute performance was down by -15.57% on demand concerns driven by the coronavirus spread and the collapse of 

OPEC+. However, the Bloomberg Commodity ex-AL Capped Total Return Index suffered by an even higher -18.12%, leading to 

a monthly outperformance of +2.55% and increasing the fund´s outperformance since the start of the year to +7.07%. Monthly 

outperformance was driven completely by curve selection (+5.5%), as allocation in longer dated contracts benefited from falling 

commodity prices, especially in the energy sector. However, the allocation in the energy sector, particularly selecting gasoline 

and Brent, attributed negatively to the outperformance (-3.0%). Contrary, allocation in the base metals sector was positive 

(+0.85%), based on selecting lead within the complex, whereas it is not a component in the benchmark. 

Outlook  

The decline in economic activity that follows from COVID19 remains extremely hard to quantify. US job losses amounted 16 

million in the last 3 weeks, whilst US GDP might contract up to -30% in Q2 and -5% for 2020. Across the whole world, we see 

these unbelievable projections. For commodities markets this translates into deep demand contraction and rising inventories. 

Oil demand is set to drop by 26% (-25 million barrels per day) in q2, leading to an imminent end of storage capacity. Only pro-

duction shut-ins can stop that process, but Saudi Arabia and Russia realized too late they would be outmaneuvered by storage 

logistics. 

 

On Thursday April 9th, OPEC outlined plans to cut production by 10 mbps in May and June, and asking other countries to de-

liver a 5 mbpd cut (decided on April 10th). The positive sign is that the price war between Russia and Saudi Arabia seems to 

end, but indifferently of the G20 deal, several producers without nearby storage logistics (or tankers) will have to shut production 

in the coming weeks. This will keep the front end of the oil curves under pressure, but also lifts the prospects for longer dated oil 

futures. The current uncertainty (read volatility) will make the financing and hedging costs for long-term capital expenditures 

uneconomic. 

 

The scale of monetary and fiscal stimulus we have seen is unprecedented. The Fed's balance sheet is already a record USD 

5.2 trillion and grew by USD 1.09 trillion since the end of February. The Fed also announced it will purchase treasury, agency 

mortgage backed securities, and even High Yield bonds in whatever amounts are needed to support a smooth functioning of the 

markets and an effective transmission of monetary policy to the broader financial and real economy. Since early March, US M2 

money supply soared at an annualised 108% growth rate. This monetary stimulus is supported by war-time alike fiscal stimulus. 

The US fiscal deficit (and debt) is set to grow by 19% this year. The case for holding precious metals has never been more ap-

pealing in our opinion.  
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 Performance (in %) 

 

Net returns  Rolling 12-month net returns  

USD  Fund  Index  Start date  End date  Fund Index 

MTD -15.6  -18.1  01.04.2019   31.03.2020   -22.6  -29.0 

YTD -22.7  -29.7  01.04.2018  29.03.2019  -4.3  -0.5  

2019  16.2  11.7  01.04.2017  29.03.2018  6.9  7.5  

3 years p.a.  -7.5  -8.7  01.04.2016  31.03.2017  16.0  16.4  

5 years p.a.   -6.3  -7.7  01.04.2015  31.03.2016  -21.3  -24.5  

10 years p.a.  n/a  n/a Index: Bloomberg Commodity ex-Agriculture and Livestock Capped 

Index TR  Since launch 

p.a.  

-7.9  -10.1  

Launch Date 28.11.2014  Share class: I 

  ISIN: LU1106544999  

 

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 for institutional clients, for distribution in AT, CH, DE, ES, FI, GB, IT, LI, LU, NL, NO, 

PT, SE. 

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. 

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. The funds authorized for distribu-

tion in the United Kingdom can be viewed in the FCA register under the Scheme Reference Number 466625. This information 

was approved by Vontobel Asset Management SA, London Branch, which has its registered office at Third Floor, 22 Sackville 
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Street, London W1S 3DN and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to 

limited regulation by the Financial Conduct Authority (FCA). Details about the extent of regulation by the FCA are available from 

Vontobel Asset Management SA, London Branch, on request. The KIID can be obtained in English from Vontobel Asset Man-

agement SA, London Branch, Third Floor, 22 Sackville Street, London W1S 3DN or downloaded from our website vonto-

bel.com/am. Refer for more information regarding subscriptions in Italy to the Modulo di Sottoscrizione. For any further infor-

mation: 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 are included in the register of Netherland's Authority for the Financial Mar-

kets as mentioned in article 1:107 of the Financial Markets Supervision Act (“Wet op het financiële toezicht”). The KIID is availa-

ble in Norwegian. Please note that certain subfunds are exclusively available to qualified investors in Andorra or Portugal. The 

KIID is available in Swedish.   

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 Asset Management AG (“Vontobel”) believes that the information provided in this document is based on reli-

able sources, it cannot assume responsibility for the quality, correctness, timeliness or completeness of the information con-

tained 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 infor-

mation. Our liability for negligence, breach of contract or contravention of any law as a result of our failure to provide this infor-

mation 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 


