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Markets pause

The rally seen since mid-February is taking a breather, as
concerns over China, oil prices and political risks prove
enough to bring it to a temporary halt.

The rally in stock markets that has been underway since
mid-February has paused, overtaken by concerns regarding
China and oil prices. It had been supported by a delay in rate
hikes by the US Federal Reserve and the additional easing of
the ECB’s monetary policies.

ABN AMRO Group Economics continues to call for modest
but positive global growth, and signs of stabilisation are seen
in both the manufacturing and services sectors. While first-
quarter growth in the US is expected to be weak, the evolution
of equity markets should be in line with the unfolding recovery.

Political risks are attracting increased attention. This week the
Greek debt crisis flared up, Portugal is facing a possible credit
downgrade at month-end and Spain needs a new govern-
ment by 2 May or will need to hold new elections. The British
referendum on staying in the European Union is coming in
June. With the earnings season starting in the US next week,
there is more than enough for markets to chew on.

Equity markets update

Big headlines about the Panama Papers, the files leaked from
the secretive Panamanian law firm, Mossack Fonseca, did not
have a huge impact on markets this week. Shares of financial
trust companies, such as Intertrust, however, were under
pressure. Although the current impact is relatively small, the
negative newsflow could continue. As a result, there could
be a public backlash that negatively affects certain parts of
the financials sector.

Stock markets ended the week lower. The US reported small
losses, followed by Europe, while Asia had the largest losses.
The main company news was the failed takeover of Allergan by
Pfizer. The merger between Halliburton and Baker Hughes is also
about to be cancelled, as it was not supported by the regulators.

Expectations for the developed market (MSCI World Index) is
that earnings per share (EPS) will grow by 2.5% on a yearly
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Value One week change Year-to-date
(%) (%)
MSCI ACWI 391.2 -1.2 -2.0
S&P 500 2041.9 -0.9 -0.1
AEX Index 432.1 -0.6 -2.2
EuroStoxx 50 2871.6 -2.0 -1.4
DAX Index 9530.6 -1.9 -10.6
Nikkei 225 15821.5 -2.1 -16.9
Hang Seng Index 20303.8 -2.3 -73
Important rating changes (RL=Recommended List; NR=not rated)
any From To
Deere Hold Buy
Kinder Morgan Hold Buy
Fanuc Hold Buy
Exxon Mobil Buy Hold
BASF Hold Buy
Government bond yields
- Yield (%) One week (bp)  One year (bp)
US Treasuries 2-year 0.713 -1.1 179
German Bunds 2-year -0.513 29 -22.7
Japan 2-year -0.256 2.8 -270
US Treasuries 10-year 1.714 -5.7 -19.1
German Bunds 10-year 0.098 -3.6 -6.4
Japan 10-year -0.090 2.3 -44.4
Spreads
l Spread (bp)  One week (bp)  One year (bp)
CDX NAIG 82.34 4.27 22.08
iTraxx Euro 5-year 80.53 6.61 24.70
JPM EMBI+ 414.90 14.61 24.97
Performance data as of Friday. 8 April
Source: Bloomberg
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basis and by 0.2% on a quarterly basis. Earnings growth
expectations are highest for the consumer discretionary sector
(14% vyear over year), while a decline in earnings growth
expectations is expected for the energy, materials and the
utilities sectors. Especially for the energy sector, expectations
remain low, with a drop in earnings of 50% expected on a
year-overyear basis.

We continue to favour equities, based on moderate earnings
growth, loose monetary policies and a slowly improving world

economy.

Reporting calendar

-pany Date
Alcoa 11 Apr
CSX 12 Apr
JPMorgan, Tesco 13 Apr
Casino Guichard-Perrachon, Taiwan Semiconductor 14 Apr
Manufacturing, Wells Fargo, Sodexo, BlackRock, Bank of America
Citigroup, Infosys, Capitamall Trust 15 Apr

Bond markets update

Bond markets are in the thrall of central banks. The result
is low yields, in particular for core government bonds, and
a flattened yield curve. German ten-year Bunds are now
yielding only about 0.10%, and yields are negative for bonds
of up to eight years. The ECB'’s plan to purchase non-financial
company corporate bonds has helped credit markets. Inflation
expectations are moving upwards, but remain below the
stated targets of the ECB and Federal Reserve.

This week, the Greek saga resurfaced, as the Greeks set fire to
continuing talks with their creditors. The Greek prime minister
is said to have questioned the credibility of the negotiations
following the release of a leaked transcript in which negotia-
tions were described as ‘difficult’. To the Greeks, it seems as
if Greece was pushed to default by the International Monetary
Fund (IMF) as a negotiating tactic, which the IMF denies.
Peripheral government bonds were hit as a consequence, and
core government bond yields declined.

Corporate bonds escaped the decline in sentiment, as spreads
remained resilient. WWe remain positive about the prospects
of euro-denominated corporate debt, both investment grade
and high yield. We also favour European high yield over global
high yield, given the preponderance of US energy companies
in the global index.

Asset allocation

At its meeting on 7 April, the Global Investment Committee
decreased the allocation to hedge funds in the defensive
portfolios 2, 3 and 4, with the proceeds moved to cash.
This move follows a reduction in hedge funds in the more
aggressive portfolios (5 and 6) in February. The asset alloca-
tion is overweight equities, underweight bonds and, in the
alternatives portion of the portfolio, overweight commodities,
underweight real estate and overweight hedge funds.

The move in hedge funds signals a reorientation of the role
hedge funds play in the overall strategic asset allocation. The
goal is to potentially limit the use of hedge funds to the
longerterm strategic asset allocation and to downplay the role
of hedge funds in the shorterterm tactical allocation.

Currency outlook

Sentiment in currency markets has deteriorated since the
end of March. This is reflected by higher volatilities in the
foreign-exchange options market. The uncertainty surrounding
the Brexit referendum is becoming more visible. The main
beneficiary is the Japanese yen, the ultimate safe-haven
currency. The currencies of commodity-exporting countries
and emerging markets have fallen, with domestic political
developments and expectations about central bank actions
playing a role.
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Equity Thematic Update: Renewables: tide is turning

Solar and wind energy has the potential to become fully
competitive with fossil-based energy, even without govern-
ment support.

Active Investor: Don't be fooled by recent sector rotations
Investors are fleeing healthcare stocks in favour of energy
and materials. We explain why they might want to think again.

Bond Markets Monthly: Central banks raise the stakes

The ECB's introduction of additional stimulus measures in
March is keeping core government bond yields low, while
benefiting corporate credits.
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Disclaimer

© Copyright 2016 ABN AMRO Bank N.V. and affiliated companies (“ABN AMRO"), Gustav
Mahlerlaan 10, 1082 PP Amsterdam / P.0. box 283, 1000 EA Amsterdam, The Netherlands. All
rights reserved. This material was prepared by Global Advisory of ABN AMRO. It is provided for
informational purposes only and does not constitute 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 reason-
able 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 situ-
ation, knowledge, experience, or individual needs of recipients and should not be relied upon
in substitution for the exercise of independent judgement. 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 instruments referred to in this material. ABsN
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 offering 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 AMRO nor
other persons shall be liable for any direct, indirect, 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 AMRQ'’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.
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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. Invest-
ment 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 specific
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 can not be held responsible for

any damages or losses that occur from transactions and/or services in defiance with the
restrictions aforementioned.

Company disclosures

ABN AMRO may beneficially hold a major shareholding or a significant financial interest of
the debt of these companies. ABN AMRO currently maintains a market in the security of these
companies and otherwise purchases and sells securities of these companies as principal. ABN
AMRO may have received compensation for investment banking services from these compa-
nies, its subsidiaries or affiliates during the previous 12 months. All disclosures made herein
refer to ABN AMRO and its affiliates.

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
research of ABN AMRO Research & Strategy. 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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