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As the world turns

Worries on China and the US recede, while uncer-
tainties around the UK and European peripheral countries
resurface.

Bond markets update

After a few years of good performance, government peripheral
bonds from Portugal and Spain are weakening, now that uncer-
tainties are growing. This month, we may see whether Portugal
will remain eligible for the asset purchasing programme of
the European Central Bank (ECB). The country may face a
further rating downgrade soon and as such, fall out the asset
purchasing programme. In addition, Portugal, as well as Spain,
still needs to form a government. New elections almost seem
inevitable, and increasing political populism and anti-European
sentiment thus remain a threat.

The sentiment can be negatively influenced by renewed
tensions around Greece and the UK. Last week, struggles
appeared between the Greek government and the International
Monetary Fund (IMF) on their debt package renegotiation. In
the UK, tensions increase as the ‘Brexit’ referendum comes
closer. The referendum on the UK leaving the eurozone will
be held on 23 June. Luckily, the spread of Spain and Italy with
Germany came down this week.

For a few years, peripheral bonds have performed exceptionally
well. By illustration, the ltalian 10-years interest rate came
down from 7.1% to 1.4% now. Ever since the pledge of ECB
President Mario Draghi to do whatever it takes, peripheral
bonds have enjoyed the protection from ECB'’s safety net, the
Outright Monetary Transactions (OMT). The asset purchasing
programme of the ECB took away further uncertainties as to
whether the bank would buy peripheral government bonds
at all.

Asset allocation

Fears that gripped markets during the first six weeks of 2016
—including worries over a possible hard landing in China and a
further collapse in oil prices — are receding. Both the US and
Europe show economic growth, albeit at a moderate pace.
ABN AMRO still considers a further stabilisation of the macro
environment to be the main scenario.

Equity index performance in local currency
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Value One week change Year-to-date
(%) (%)
MSCI ACWI 403.9 25 1.1
S&P 500 2082.8 2.0 1.9
AEX Index 450.0 3.6 1.8
EuroStoxx 50 3060.9 4.9 -6.5
DAX Index 10093.7 4.5 -6.4
Nikkei 225 16848.0 6.5 -11.5
Hang Seng Index 21305.0 4.6 -2.8
Important rating changes (RL=Recommended List; NR=not rated)
any From To
Amazon Buy Hold
Baidu Buy Hold
Fanuc Buy Hold
Kinder Morgan Buy Hold
Adidas Hold Sell
Government bond yields
. Yield (%) One week (bp)  One year (bp)
US Treasuries 2-year 0.760 6.3 26.2
German Bunds 2-year -0.51M 0.6 -23.6
Japan 2-year -0.250 0.7 -25.4
US Treasuries 10-year 1779 6.1 -11.0
German Bunds 10-year 0.143 4.8 3.7
Japan 10-year -0.124 -3.6 -44.7
Spreads
l Spread (bp)  One week (bp)  One year (bp)
CDX NAIG 78.99 -2.61 18.54
iTraxx Euro b-year 72.42 -7.06 18.02
JPM EMBI+ 382.97 -31.93 172
Performance data as of Friday. 15 April
Source: Bloomberg
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The economic mood and a persistent low-yield environment
continue to call for an overweight allocation to equities. In
regard to the uncertainties, the Global Investment Committee,
at its meeting on 14 April, decided to lock in some of the
profits on equities, by moving from a strong to a moderate
overweight. Proceeds of the equity reduction were partly
moved to real estate, with the remainder being parked in cash.

Earlier this month, the Global Investment Committee
decreased the allocation to hedge funds. Now the committee
further scaled back its hedge fund positioning, by lowering the
allocation from overweight to neutral. At the equity sector level,
it was decided to move financials from neutral to underweight.
Also, the decision was made to shift the allocation to the
telecoms sector from underweight to neutral.

The overall asset allocation now calls for a larger cash posi-
tioning, a moderate overweight allocation to equities and an
underweight allocation to bonds. Commodities are overweight,
with neutral allocations to both real estate and hedge funds. The
asset allocation changes involve the balanced portfolio profiles.

Equity update

Equity markets around the world rose this week on receding
worries about the Chinese and US economies. Stocks in
Europe and the US gained 3% while the Japanese Nikkei Index
was even 7% higher. The Brazilian Bovespa Index gained 5%
this week on hopes that the political situation will improve and
corruption will be tackled.

This week, the first-quarter earnings season started. As always,
Alcoa was the first major company to report. Although the
results were in line with expectations, the aluminum giant
issued a disappointing outlook for the rest of the year. Alcoa
lowered its forecast for global aluminum demand and indi-
cated that aircraft manufacturers, such as Boeing, are cutting
production. Semiconductor producer TSMC cut its forecast for
global smartphone and tablet demand, but the shares were
unchanged as investors already anticipated the cautious tone
of the company.

Fortunately, there were also companies that brought good
news. For example, JP Morgan posted surprisingly strong
results and the shares jumped 5%. The European consumer
goods companies Unilever and Nestlé both reported a reas-
suring first quarter revenue growth as demand for food and
personal care products in emerging markets remained solid.

Next week, the earnings season will fully break loose when
dozens of US and European companies will report their results
and provide their view on the outlook for the rest of this year.

Reporting calendar

pany Date
Pepsico, Morgan Stanley, IBM 18 Apr
Kuehne & Nagel, Johnson & J., Intel, Goldman Sachs , Philip 19 Apr
Morris, TomTom, Yahoo!, Akzo Nobel
China Mobile, ASML, Vopak, Teliasonera, SAR Coca-Cola, AmEXx, 20 Apr
EMC Corp, Abbott Lab., ABB, Newmont Mining, Qualcomm,
MEMC Electronic Materials
Schlumberger, B Skye B, Google, PPG Ind, Verizon, Actelion, 21 Apr
Yara Int, Microsoft, Southwest Airines, Ericsson, Southwestern,
Biogen Idec, Novartis, ASM Int, Starbucks, General Motors,
Arcadis
Honeywell Int, General Electric, Kimberly-Clark, McDonald's, 22 Apr

Caterpillar, Daimler

Currency update

As commodity prices recovered, currencies of commodity
exporting countries rallied. The Brazilian real was the star
performer, also due to market speculation that an impeach-
ment of Brazilian President Dilma Rousseff would lead to a
new government, that would support the economy. This is
despite intervention from the central bank to slow gains in
the real.

The British sterling (GBP) gained earlier in the week after core
inflation in the UK was stronger than expected. Profit taking
followed, however, as risks around a possible ‘Brexit’ once
again came to the fore. We expect the GBP to weaken towards
1.35 versus the dollar ahead of the UK referendum on 23 June.

Gains in the euro seem to be limited to around 1.14 as worries
surrounding Greece increase. Ahead of next week's ECB
monetary policy meeting, we expect the euro to weaken
before finding some support at around 1.1150.

Clients are invited to contact their ABN AMRO Private Banking Advisor for publications mentioned in the Global Weekly. Core pub-

lications are also directly available on ABN AMRO's Research App for the iPad, which can be downloaded from Apple App stores.



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 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.
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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 AMROQ 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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