positioning for better but unspectacular growth
Investment strategy

Economic growth looks set to improve, albeit at a
modest pace. Meanwhile, equity market sentiment
remains benign, with major US indices trading near
all-time highs. We maintain our preference for stocks
over bonds, although we advocate a selective approach
towards both asset classes.

Economic developments in 2016 have been disappointing
so far. ABN AMRO Group Economics, however, believes a
modest improvement is on the cards. Somewhat stronger
growth in the US is expected, which should be beneficial to
the global economy. In addition, various indicators, such as
Taiwanese exports and data from ports and airports in key
economic areas, suggest that the global manufacturing cycle
is gaining some momentum.

Fed leaves its options open

As for the timing of interest rate hikes by the Federal Reserve
(Fed), the minutes of the Fed's July meeting — published
this week — did not provide too many clues. According to
the minutes, Fed members continued “to leave their policy
options open’| emphasizing that “the actual path of the
federal funds rate would depend on the economic outlook as
informed by incoming data”

Our economists, for now, remain of the view that the Fed
will keep interest rates on hold for the remainder of this
year, although acknowledging that chances of a rate hike in
2016 have increased. Regardless of the exact timing of Fed
rate hikes, we believe that the Federal Reserve will only lift
interest rates at a very slow pace.

Equities: overly ambitious earnings expectations

Equity markets have been remarkably resilient in the past
few weeks. General concerns have been abating and inves-
tors are confident that central banks will remain supportive.
Markets seem to be anticipating double-digit earnings growth
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in 2017, which may turn out to be too ambitious. As valuation
levels are around historical averages and room for multiple
expansion is limited, we maintain our neutral stance towards
equities. At a sector level, we see opportunities in health care,
information technology and consumer staples.

Bonds: central banks acting carefully

Bond markets still rely on gentle central banks. The European
Central Bank (ECB) is expected to step up its asset purchases
programme in September and the Fed will follow a very
prudent tightening path. Against this background, bond
yields are expected to remain low for longer. Meanwhile, the
economic recovery may have a positive impact on corpo-
rate bonds, through narrowing credit spreads. WWe maintain
our negative overall view on bonds. Selective positioning,
however, may be rewarding.

We like European corporate bonds, both in the investment-
grade and high-yield segments, as company balance sheets
are healthy and the ECB's asset purchases programme
provides support. Bond investors seeking diversification
outside Europe may consider taking a position in emerging
market debt. Yields on emerging market bonds are attractive,
especially when compared to yields on core government
bonds such as German Bunds. Bear in mind though, that
higher yields come with higher risks.

Commaodities: rising oil prices

We still view commodities positively. The third quarter started
on a weak footing, mainly as a result of falling oil prices.
However, we expect commodity prices to stabilise in the near
future. Oversupply continues to be an issue for oil markets,
creating downside risks. Nevertheless, we see upside poten-
tial for oil prices in the fourth quarter, as the effects of reduced
corporate investments (capital expenditure) in the oil sector
will still be felt and inventories are bound to decline gradually.
We also expect gold and silver prices to rise.

The ABN AMRO Private Banking Global Investment Committee (GIC) has weekly discussions to review key macroeconomic drivers, risk factors and market
prospects in relation to the tactical asset allocation of client risk profiles. For more information, contact your Investment Advisor.



Real estate: strong momentum

Strong momentum, attractive dividend yields and solid funda-
mentals are the main reasons for our positive stance towards
real estate. The sector also benefits from low interest rate
levels, as low interest rates put a lid on funding costs. The
anticipated economic uptick should have a positive effect on
real estate as well.

Conclusion

In our investment strategy, we continue to prefer stocks
over bonds. This does not mean that we are overly positive
about stocks. We see selective opportunities in stocks, while
maintaining our neutral stance on this asset class as a whole.
Our overall view on bonds is negative, although specific
segments of the bond market can be attractive for investors
with a higher appetite for risk. Within alternative investments,
we like commodities and real estate.

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 in-
formation 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 typographical 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 (in-
cluding 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.
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US Person

US Securities Law Disclaimer

ABN AMRO Bank N.V. (ABN AMRQ') 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 AMRQ 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.

Other jurisdictions

Without limiting the generality of the foregoing, the offering, sale and/or distribution of the invest-
ment 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 investment 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.
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