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Calm returned on the financial markets after 
last week’s political turbulence. Even though 
the continued oil production cut of the OPEC 
disappointed, equity markets went further up.

Equity markets  
Investor sentiment continues to be positive for equities. Equity 

markets gradually recovered from the previous week’s turmoil 

around Trump and Brazil and resumed their way upward. Equity 

indices in the US are again trading around all-time highs and 

in Europe around their two-year highs. 

US markets were positive on the budget plans presented by 

US President Donald Trump. Defence stocks - which benefited 

from deals signed during his trip to Saudi Arabia - and retail 

stocks reported solid results. In Europe, equity markets were 

supported by continued improving macroeconomic data, 

offsetting some weakness in stocks that are sensitive to the 

recent euro strengthening. The Chinese stock market, however, 

suffered from the Chinese credit rating downgrade by Moody’s.

Equity index performance in local currency 
Value One week 

change (%)*
Year-to-
date (%)

MSCI World  464.88 1.1% 10.2%

Euro Stoxx 50  3,584.55 -0.1% 8.9%

AEX Index  527.46 0.1% 9.2%

DAX Index 12,621.72 -0.1% 9.9%

S&P 500 Index  2,415.07 1.4% 7.9%

Nikkei 225  19,813.13 1.1% 3.7%

Hang Seng Index 25,630.78 1.8% 16.5%

Performance data as of Thursday, 25 May 2017

Source: Bloomberg
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All eyes were on the meeting of the organisation of petroleum 

exporting countries (OPEC), where, as expected, adhering 

countries decided to prolong their output cuts. This failed to 

give further support to the oil price, however, and investors sold 

on the news. In its wake, energy stocks were under pressure. 
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The US Federal Reserve (Fed) meeting minutes reassured 

markets that the central bank is still on track to gradually 

raise interest rates. This will continue to provide support for 

equities, in our eyes, as equities offer a more attractive yield 

than other asset classes -such as bonds- in this gradually rising, 

but continued relatively low interest-rate environment.

Bond markets update
Market sentiment continued to improve this week after 

the US political turbulence of last week. In fact, the lack of 

Trump-related headlines was probably supportive for market 

sentiment and some of the deals made with Saudi Arabia over 

the weekend were seen as a positive for markets. After the 

low this month of 32 basis points (bps) on the 10-year German 

interest rate, we are close to passing the 40 bps mark. Bond 

prices declined. The new global flash purchase managers 

indices (PMIs) helped on both sides of the Atlantic. 

Credit-rating agency S&P has moved Brazil’s sovereign BB 

rating to credit watch negative and Moody’s has cut China’s 

sovereign credit rating by one notch to A1/Stable. The rating 

is now at the same level as Japan but below that of Taiwan. 

Regarding Greece, following another round of talks, credi-

tors failed to reach agreement on debt relief for the country. 

Germany and the IMF supposedly disagree about the amount 

of debt relief required to assure economic stability in Greece. 

In April, the European Central Bank (ECB) reduced its amount 

of asset purchases from EUR 80 billion per month to 60 

billion, but refused to inform investors how this would be split 

between sovereign and corporate bonds. Weekly notifications 

of the bonds bought by the ECB, though, have given investors 

the impression that the division was relatively the same. 

However, this week’s notification showed an increase in 

corporate bond buying which made investors think that the 

corporate bond tapering maybe was not that much after all.

Commodity outlook
On Thursday, the coalition between OPEC and non-OPEC 

countries decided to extend its production cut agreement of 

1.8 million barrels per day in total by another nine months until 

the first quarter of 2018. With this agreement, the coalition 

tries to create time and stability. No strategy is set yet for 

after this period. During the coming nine months, the oil 

producers expect the near record-high inventory levels to drop 

towards five-year averages and to result in a rebalancing of the 

market where supply meets demand. By ending the global oil 

glut during the coming months, the alliance expects to have 

created a floor under oil prices at around USD 50 per barrel. 

Government bond yields 
Yield (%) One week 

(bp)
One year 

(bp)
US Treasuries 2-year 1.288 1.5 41.9

German Bunds 2-year -0.687 0.1 -16.5

Japan 2-year -0.168 -0.4 7.2

US Treasuries 10-year 2.246 1.0 41.7

German Bunds 10-year 0.346 -2.0 20.1

Japan 10-year 0.037 0.2 16.2

Spreads
Spread 

(bp)
One week 

(bp)
One year 

(bp)
CDX NA IG 62.06 -1.52 -15.22

iTraxx Euro 5-year 61.89 -1.15 -8.97

JPM EMBI+ 326.66 -11.21 -64.30

Performance data as of Friday, 26 May 2017

Source: Bloomberg

According to the Saudi Arabian oil minister Khalid Al-Falih, a 

build-up of US oil production in 2017 will not be enough to 

derail this strategy. 

The ABN AMRO forecast for the end of the second quarter 

is USD 50 per barrel, still fully in line with the current market 

conditions. For year-end, we forecast USD 60 per barrel for 

both Brent and WTI oil. During the meeting, oil prices fell 

under severe pressure (-4% at some point) as investors 

were disappointed that OPEC had not done more to convince 

markets. We do not see any reason to lower this forecast 

based on the comments at the OPEC press conference, but 

we will continue to monitor the market closely.

Macro update
Eurozone core inflation jumped to 1.2% y-o-y in April from 

0.7% y-o-y in March. That move looked unsupported by 

fundamentals and we speculated that this may reflect an 

early Easter effect. At the same time, underlying inflation 

in the eurozone remains incredibly weak. It appears that 

the ECB is starting to put more weight on strong economic 

growth as a future lead indicator of inflation, than on subdued 
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current underlying inflationary pressures. So it still seems 

likely that the ECB will gradually move towards scaling down 

its accommodative policy, especially given its (self-imposed) 

limits to further extending the asset programme into 2018. 

Portugal’s economy has made a remarkable recovery in recent 

quarters. Economic growth has been well above growth in 

the eurozone since the second quarter of 2016. In the first 

quarter of 2017, quarterly growth in Portugal was even more 

than twice as high as that in the eurozone, while the y-o-y 

growth rate jumped to 2.8% (eurozone total growth is 1.7%). 

Nonetheless, the government debt ratio continued to rise, 

reaching 130.4% of GDP in 2016, up from 129.0% in 2015, 

which was largely due to the ongoing recapitalization of a 

state-owned bank. Looking forward, we expect that Portugal’s 

economy will continue to grow solidly and that its government 

finances will improve. Nevertheless, at these levels of debt, 

it remains vulnerable to contagion from, for instance Italy, 

which has weaker fundamentals, once the asset purchasing 

programme ends. 

Asset allocation
Our overall asset allocation consists of a strong overweight in 

equities, a large underweight in bonds and an overweight in 

cash. Within alternatives, real estate is overweight, a neutral 

stance is taken to hedge funds and there is no allocation to 

commodities.

Published this week
Investment Strategy: Positive environment for equities 
In the last few days, markets in the US have corrected, as the 

troubles around the Trump administration have increased. This 

issue was discussed at Thursday’s meeting of the ABN AMRO 

Investment Committee. Despite a jump in market volatility, it 

remains at a relatively low level.

Investment Strategy & Portfolio Expertise
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Disclaimer
General
The information provided in this document has been drafted by ABN AMRO Bank N.V. 
and is intended as general information and is not oriented to your personal situation. The 
information may therefore not expressly be regarded as a recommendation or as a proposal 
or offer to 1) buy or trade investment products and/or 2) procure investment services nor as 
an investment advice. Decisions made on the basis of the information in this document are 
your own responsibility and at your own risk. The information on and conditions applicable to 
ABN AMRO-offered investment products and ABN AMRO investment services can be found 
in the ABN AMRO Investment Conditions (Voorwaarden Beleggen ABN AMRO), which are 
available on www.abnamro.nl/beleggen.

Although ABN AMRO attempts to provide accurate, complete and up-to-date information, 
which has been obtained from sources that are considered reliable, ABN AMRO makes no 
representations or warranties, express or implied, as to whether the information provided is 
accurate, complete or up-to-date. ABN AMRO assumes no liability for printing and typograp-
hical errors. The information included in this document may be amended without prior notice. 
ABN AMRO is not obliged to update or amend the information included herein.

Liability
Neither ABN AMRO nor any of its agents or subcontractors shall be liable for any damages 
(including lost profits) arising in any way from the information provided in this document or for 
the use thereof.

Copyrights & distribution
ABN AMRO, or the relevant owner, retains all rights (including copyright, trademarks, patents 
and any other intellectual property right) in relation to all the information provided in this 
document (including all texts, graphic material and logos). The information in this document 
may not be copied or in published, distributed or reproduced in any form without the prior 
written consent of ABN AMRO or the appropriate consent of the owner. The information in this 
document may be printed for your personal use. 

US Person
US Securities Law Disclaimer
ABN AMRO Bank N.V. (‘ABN AMRO’) 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 is not a registered investment adviser under the U.S. 
Investment 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, including (without limitation) the investment products and investment 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.
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Other jurisdictions
Without limiting the generality of the foregoing, the offering, sale and/or distribution 
of the investment products or investment 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 investment products and invest-
ment 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
Sustainability Indicator Disclaimer 
ABN AMRO Bank N.V. has taken all reasonable care to ensure the indicators are reliable, 
however, 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. 


