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Know when to hold ‘em
The September meeting of the US central bank came and
went yesterday, with no change in interest rates. This -MSCIACWI 3994 1.8 4.3

Equity index performance

Value One week change (%) Year-to-date (%)

.. p 2 E
decision added support for stocks, bonds and gold, but %% 1990, 18 3.3
. AEX Index 431,8 0,5 1,9

was negative for the US dollar, as markets scaled back
. . EuroStoxx 50 3205,0 0,7 2,0
rate-hike expectations. DAY Index 10075.0 04 29
Nikkei 225 10070,0 -1.1 3,6
Lift-off did not occur. The US Federal Reserve kept interest  Hang Seng Index 21921,0 1,9 71

rates on hold at their much-anticipated September meeting.
Although the US economy is seen as strong and the labor  Important rating changes (RL=Recommended List)

market has improved, the Fed policymakers are concerned ny 1 From To
about the impact of global developments on US growth. Since  3m Buy RL
July, there has been a stock-market sell-off, the dollar has  csx RL Buy
appreciated and financial conditions have tightened. There is  SYMRISE Hold RL
concern over how these events will impact the US economy  BMwW Buy Hold
and if there is downward pressure on inflation. FLOW TRADERS NR Buy

Fed Chair Janet Yellen noted that a rate hike is still possible at ~ Government bond yields
“every remaining meeting” this year. We believe that October - ~ Yield (%) One week (bp) One year (bp)

will be too early and expect a December rate hike, as global  USTreasuries 2-year 0,672 3,6 10,9
risks ease and the US economy continues to recover. German Bunds 2-year 0,231 0.3 -173

Japan 2-year 0,006 -0,5 -5,6
After the Fed’'s meeting, emerging-markets equities reacted  USTreasuries 10-year 2,154 3,5 -46,1
in relief to the deferred rate hike. This was contrary to the = German Bunds 10-year 0,667 1,6 41,4
Japanese and European markets, where the potential of a  Japan 10-year 0,308 3,2 25,6

strengthening US dollar negatively affected market sentiment.
US equities gave up their gains and closed with a decline for ~ Spreads
the day. - _ Spread (bp) One week (bp) One year (bp)

CDX NA IG 76,75 2,90 19,60
Bond markets update iTraxx Euro 5-year 70,18 -0,98 13,21
With the Fed removing the immediate uncertainty regardinga  JPM EMBI+ 403,33 -11,39 89,50

rate hike and delivering a relatively soft message about future  Performance data as of Friday, 18 September.

hikes, bond investors could see the Fed's statement as an  Source: Bloomberg

effort to mitigate the impact of the first hike. There could now

be a move to refocus on European government bonds in light In this issue

of the possibility of more asset purchases (quantitative easing) Bond markets update 1

from the European Central Bank, which are clearly on the table. Equity markets update 2
Asset allocation 2

Corporate credit spreads will likely consolidate at current levels, Currency outlook 2

as more new issuance comes to the market in the coming Published this week 2
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weeks. It is hard to predict how markets will react to reform
efforts by Chinese policymakers and the slowdown of the
Chinese economy, which is also impacting other emerging
markets economies. Although China still has ample room to
support growth, other emerging countries are much more
vulnerable. We do not consider emerging markets bonds
to be an investment opportunity, as there could be further
corrections.

If anti-austerity parties do not win in the upcoming elections
in Greece and Spain, investors may be inclined to position
in eurozone government bonds, especially in the eurozone
periphery. So far, it is neck-and-neck between austerity and
anti-austerity parties in both elections.

Rotations in foreign exchange reserves by central banks in
emerging markets could lead to a pause in their accumulation
of US Treasuries. As a consequence, the whole bond yield
curve may move higher.

Equity markets update

Equity markets reported another week of gains, with trust
slowly returning to the market. The VIX index, also known as
the fear indicator, dropped by more than 10%. Still, markets
remain fragile and sentiment can turn quickly, given remaining
worries about the state of the world economy, and, in particular,
China.

US stocks reported the largest gain this week, followed by
Europe and developed Asia. Stock markets were dominated
by the Federal Reserve's meeting on Thursday, but there
was also a lot of company news driving markets. From the
consumer side, European car sales rose by 11.5% yearover
year in August. Apple had positive comments about orders for
the new iPhone, while luxury-goods manufacturer, Richemont,
reported strong sales. German utilities companies, RWE and
Eon, garnered negative headlines about their argument with
the German government about nuclearwaste clean-up costs.
Philips issued a profit warning, although it was not a surprise;
and FedEx lowered its guidance and reported disappointing
results. FedEx’s main express division, however, was strong.

The biggest headlines were about talks between beer
breweries AB Inbev and SAB regarding a combination that
would create the largest brewer in the world. Regulatory
scrutiny, however, is expected. AB Inbev is the number-one
beer brewery in the world, followed by SAB and Heineken.

Asset allocation
The asset allocation was unchanged this week. The asset

allocation consists of an overweight allocation to equities
(profiles 2 to 6) and commodities (profiles 2 to 6) and a strong
underweight in bonds (profiles 1 to 5), with no bond allocation
in profile 6. Real estate, which is strongly correlated to equities,
is underweight (profiles 2 to 6). Hedge funds are overweight
in all profiles. Cash is overweight in profiles 1, 2, 3 and 4 and
underweight in profiles 5 and 6.

Currency outlook

Markets were volatile following the Fed’s decision to hold
rates. Overall outcomes, however, were supportive for bonds
and gold, but negative for the dollar, as markets scaled back
rate hike expectations. Gold prices moved higher, while the
US dollar and ten-year US Treasury yields fell.

Our overall stance to currencies remains the same as before
the Fed’s decision, because the outlook for the tightening
cycle to begin either later this year or early next year has not
changed. We are negative about emerging markets currencies,
some more than others, depending on their commodity
exposure, economic growth outlook, and political situation.
Moreover, we are positive on the US dollar, negative on
the euro, negative on the yen and negative on commodity
currencies.
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The Global Investment Committee, at its meeting on 10
September, confirmed its conviction in the existing asset
allocation. A main discussion point was the growing divergence
between developed and emerging economies, which has been
thrust centre stage by events in China. The committee believes,
however, that while other emerging-markets countries may be
negatively affected, China’s slowdown will not affect global
growth prospects.
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Disclaimer

© Copyright 2015 ABN AMRO Bank N.V. and affiliated companies (“ABN AMRO"), Gustav
Mahlerlaan 10, 1082 PP Amsterdam / P.O. box 283, 1000 EA Amsterdam, The Netherlands. All
rights reserved. This material is provided for informational purposes only and does not constitu-
te an offer to sell or a solicitation to buy any security or other financial instrument. While based
on information believed to be reliable, no guarantee is given that it is accurate or complete.
While we endeavour to update on a reasonable basis the information and opinions contained
herein, there may be regulatory, compliance or other reasons that prevent us from doing so. The
opinions, forecasts, assumptions, estimates, derived valuations and target price(s) contained in
this material are as of the date indicated and are subject to change at any time without prior
notice. The investments referred to in this material may not be appropriate or suitable for the
specific investment objectives, financial situation, knowledge, experience, or individual needs
of recipients and should not be relied upon in substitution for the exercise of independent judge-
ment. ABN AMRO or its officers, directors, employee benefit programs or co-workers, including
persons which were involved in preparing or issuing this material, may from time to time hold
long- or short-positions in securities, warrants, futures, options, derivatives or other financial in-
struments referred to in this material. ABN AMRO may offer and render at any time investment
banking-, commercial banking-, credit-, advice-, and other services to the issuer of any security
referred to in this material. Pursuant to offering and rendering such services, ABN AMRO may
come into possession of information not included in this material and ABN AMRO may prior or
immediately after publication thereof have acted based on such information. In the past year,
ABN AMRO may have acted as lead manager or co-lead manager with regard to a public of-
fering of securities from issuers as mentioned in this material. The stated price of any securities
mentioned herein is as of the date indicated and is not a representation that any transaction can
be effected at this price. Neither ABN AMRQ nor other persons shall be liable for any direct, in-
direct, special, incidental, consequential, punitive or exemplary damages, including lost profits
arising in any way from the information contained in this material. This material is for the use
of intended recipients only and the contents may not be reproduced, redistributed, or copied in
whole or in part for any purpose without ABN AMRO's prior express consent. This document is
solely intended for dissemination amongst private/retail customers in a PC country. Distribution
to private/retail customers in any jurisdiction that would require registration or licensing of the
distributor which the distributor does not currently have, is not permitted. Material means all
research information contained in any form including but not limited to hard copy, electronic

form, presentations, e-mail, SMS or WAP.

US Securities Law

ABN AMRO Bank N.V. is not a registered broker-dealer under the U.S. Securities Exchange Act
of 1934, as amended (the “1934 Act”) and under applicable state laws in the United States.
In addition, ABN AMRO Bank N.V. is not a registered investment adviser under the U.S. In-
vestment Advisers Act of 1940, as amended (the “Advisers Act” and together with the 1934

Act, the “Acts), and under applicable state laws in the United States. Accordingly, absent spe-

cific exemption under the Acts, any brokerage and investment advisory services provided by

ABN AMRO Bank N.V., including (without limitation) the products and services described herein
are not intended for U.S. persons. Neither this document, nor any copy thereof may be sent to or

taken into the United States or distributed in the United States or to a US person.

Other jurisdictions

Without limiting the generality of the foregoing, the offering, sale and/or distribution of the
products or services described herein is not intended in any jurisdiction to any person to whom
it is unlawful to make such an offer, sale and/or distribution. Persons into whose possession
this document or any copy thereof may come, must inform themselves about, and observe, any
legal restrictions on the distribution of this document and the offering, sale and/or distribution
of the products and services described herein. ABN AMRO cannot be held responsible for any
damages or losses that occur from transactions and/or services in defiance with the restrictions

aforementioned.

Sustainability Indicator Disclaimer

ABN AMRO Bank N.V. has taken all reasonable care to ensure the indicators are reliable, ho-
wever, the information is unaudited and subject to amendment. ABN AMRO Bank is not liable
for any damage that constitute from the (direct or indirect) use of the indicators. The indicators
alone do not constitute a recommendation in relation to a specific company or an offer to buy
or sell investments. It should be noted that the indicators represent an opinion at a specific
period of time considering a number of different sustainability considerations. The sustainability

indicator is only an indication regarding the sustainability of a company within its own sector.

Company disclosures

ABN AMRO may beneficially hold a major shareholding or a significant financial interest of the
debt of this company. ABN AMRO currently maintains a market in the security of this company
and otherwise purchases and sells securities of this company as principal. ABN AMRO has
received compensation for investment banking services from this company, its subsidiaries or
affiliates during the previous 12 months. All disclosures made herein refer to ABN AMRO and
its affiliates, including ABN AMRO Incorporated, which is regulated in the United States by the
NYSE, NASD and SIPC.

Personal disclosures

The information in this opinion is not intended as individual investment advice or as a recom-
mendation to invest in certain investments products. The opinion is based on investment re-
search of ABN AMRO. The analysts have no personal interest in the companies included in this
publication’. Their remuneration for this work is not, was not and will not be related directly or

indirectly to the specific recommendations or views expressed in this opinion.
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