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Asset allocation          I II

Saa Taa • Saa Taa •

Money 5 18 13 5 7 2

Bonds 90 74 -16 70 58 -12

Equities 0 0 15 20 5

Alternatives 5 8 3 10 15 5

Hedge funds 5 8 3 5 8 3

Real estate 0 0 3 5 2

Commodities 0 0 2 2

Asset allocation          III

I

IV

Saa Taa • Saa Taa •

Money markets 5 0 -5 5 0 -5

Bonds 55 46 -9 35 25 -10

Equities 30 39 9 50 60 10

Alternatives 10 15 5 10 15 5

Hedge funds 5 8 3 5 8 3

Real estate 3 5 2 3 5 2

Commodities 2 2 2 2

Asset allocation          V VI

Saa Taa • Saa Taa •

Money 5 0 -5 5 0 -5

Bonds 15 11 -4 0 0

Equities 70 79 9 85 90 5

Alternatives 10 10 10 10

Hedge funds 5 5 5 5

Real estate 3 3 3 3

Commodities 2 2 2 2

Saa = Strategic asset allocation Taa = Tactical asset allocation •= Deviation

Macro forecasts for 2013 (%)

Real GDP Growth   

ABN AMRO  Market

Inflation

ABN AMRO  Market

US 2.0 2.1 1.7 2.0

Eurozone 0.3 0.3 1.4 1.7

UK 1.3 1.4 1.8 1.9

Japan 1.4 1.4 0.1 0.0

Other countries* 2.5 2.3 1.9 1.8

EM Asia 6.9 7.0 5.3 4.4

Latin America 4.3 3.8 6.1 6.5

EEMEA** 3.1 3.3 4.9 5.9

World 3.5 3.5 3.8 3.4

Macro

The Fed decided to convert its Operation Twist pro-
gramme, which will expire at the end of the year, by an 
outright Treasury programme, as we and most other 
economists had expected. Although the Fed will continue 
to monitor whether it needs to adjust the pace of 
purchases, it made no changes in its agency MBS 
programme, while it will start to buy Treasuries at a pace 
of USD 45bn a month. This means that the Fed will 
continue to buy USD 85bn of longer-term assets per 
month. We expect the Fed to continue these purchases 
until the end of next year. Meanwhile, in a surprise move, 
the Fed introduced economic thresholds to guide markets 
when it planned to raise policy rates. The Fed anticipates 
that rates should remain on hold at least as long as the 
unemployment rate remains above 6.5%, inflation 
forecasts for the coming one to two years do not rise 
above 2.5%, and longer-term inflation expectations 
remain well anchored. Although these thresholds are 
consistent with FOMC members earlier date-based 
forward guidance that stated that rates would be on hold 
at least until the middle of 2015, this conditional policy 
rate guidance has the benefit that it will work as an 
automatic stabiliser to the economy and improve the 
transparency of the Fed’s decision making.

Meanwhile, on the other side of the Atlantic, both the 
manufacturing PMI and the services PMI rose for the 
second month in a row in December, adding to evidence 
that the economy is improving. Still, both PMIs remained 
below the boom-bust mark, in line with our view that we 
will see another contraction in output in Q4, before the 
economy should stabilise in the first half of 2013.

Global Investment Committee decisions
The Global Investment Committee is comfortable with the 
asset allocation it put into place at the meeting two weeks 
ago. Through the ‘Overweight’ in Equity and Property, 
together with the ‘Underweight’ in Cash and Fixed 
Income, the tactical asset allocation is positioned to 
benefit from the upcoming cyclical recovery. The 
‘Overweight’ position in Hedge Funds is intended as an 
alternative for Fixed Income, and also counterbalances 
some of the market volatility’s impact on portfolios.

The next Global Investment Committee will be on 
January 10, 2013. In the meantime, markets and 
economies will be closely monitored and appropriate 
action taken if required.

All Forecasts are annual averages of quarterly year-on-year changes. 
*Australia, Canada, Denmark, New Zealand, Norway, Sweden and 
Switzerland **EEMEA: Eastern Europe, Middle East and Africa.
Source: ABN AMRO Group Economics, Consensus Economics, EIU
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Government bond yields

10-2yr (bp) 2-yr (%) 10-yr (%)

UST 148 0.24 1.72

German Bund 140 -0.07 1.34

Gilts 156 0.31 1.87

JGB 64 0.09 0.72

EMBI+ 253 ---------- ----------

iTraxx Euro 5-yr 115 ---------- ----------

Central banks watch

Current Date Expectation

ECB 0.75 10 January 2013 No change

Fed 0.0-0.25 30 January 2013 No change

German 10-year Bund - Bloomberg

Currency forecasts 

Dec. 12 Mar. 13 Jun. 13 Sep. 13

EUR/USD 1.30 1.25 1.25 1.20

GBP/USD 1.63 1.56 1.56 1.52

USD/JPY 80 82 82 85

Bloomberg – EUR/USD

Bonds
Last week’s highlights (10 - 14 December)
Financial markets focused on the Fed’s announcement 
about the prolonging of its quantitative easing into the 
new year by converting its ‘Operation Twist’ programme
into an outright buying of Treasuries alongside the MBS 
buying program. Surprisingly, the Fed has now explicitly 
linked its policy rate decisions to economic data, in order 
to create more transparency. Treasury markets 
responded negatively, driven in part by higher inflation 
expectations. Core bond markets in Europe also traded 
slightly lower this week, partially offsetting last week’s 
rally. Peripheral countries regained some ground after 
successful auctions.

This week’s focus (17 - 21 December)
At year-end, some core-country banks are expected to 
redeem the funds that they borrowed under the LTRO 
schemes, potentially putting some upward pressure on 
money markets if they need to refund their activities 
through the markets. Next to that, the US treasury will 
auction 5-year TIPS on Thursday, while France is 
scheduled to tap the markets on Monday for EUR 6.3bln, 
selling 84-, 147-, and 357-day bills.

Topic of the week
The EU finance ministers’ agreement prior to the EU 
summit in Brussels on a single supervisory mechanism 
(SSM) was positively received, and is seen as an 
important step towards a European banking union. Some 
details however, still need to be worked out; the 
implementation of the supervisory body will take time. 
The ECB will start executing its supervisory tasks in 
March 2014. 

Foreign exchange
Last week’s highlights (10 - 14 December)
The  EUR/USD had a positive week last week, driven by 
some improvement in eurozone economic data, the 
agreement on an SSM, as well as Spain and Italy’s 
successful bond auctions. The Fed monetary policy 
meeting’s outcome temporarily hurt the US dollar. The 
fact that the EU summit was a non-event was largely 
ignored. EUR/USD has moved to the top of the1.29-1.31 
range. More improvement in eurozone data such as the 
German Ifo results should help the EUR. But 
developments on the US fiscal cliff could hurt sentiment,
and help the US dollar. We continue to expect the 
EUR/USD to move back to our year-end target of 1.30. 

This week’s focus (17 - 21 December)
For next year, we are negative on the EUR against the 
USD. Loose monetary policy by the Fed has been priced 
in, while the ECB still needs to take action. As both the 
EUR and the USD have record-low interest rates, both 
currencies could be used as funding currencies when 
investor sentiment picks up. We expect this pick-up in 
sentiment to not be USD negative, as US growth will 
improve in the second half of 2013.
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Sector indices

Index Level P/E ’13 Div (%) %YTD

S&P 500 1’414 12.3x 2.3% 15.4

Euro Stoxx 2’623 10.4x 4.1% 19.1

Nikkei 225 9’737 15.1x 2.1% 17.4

FTSE100 5’915 10.7x 3.9% 11.2

AEX 344 10.7x 3.4% 14.4

Important rating changes

Company From To

Petrochina Hold Buy

Danone Hold Buy

DuPont Hold Buy

Bank of America Sell Hold

Heijmans Buy Hold

Ballast Nedam Hold Sell

Capitaland Hold Buy

Bloomberg – CRB Index

Commodity prices - Bloomberg

13 December 6 December

Gold 1697 1699

Brent 108 108

Copper 8074 8000

Wheat 808 862

Equities
Last week’s highlights (10 - 14 December)
Overall, equity market closed the week mixed. 
Uncertainty surrounding the fiscal cliff remained in play 
last week and investors shifted between hope and fear. 
While Europe finally agreed on the aid for Greece, Italy’s 
Prime Minister Monti’s decision to step down once the 
budget is approved shocked the community. 
Consequently, better-than-expected economic data from 
China came at the right time. As a result, Materials was 
among the stand-outs whereas Consumer Staples and 
Consumer Discretionary limped behind after strong 
advances in the previous weeks.

This week’s focus (17 - 21 December)
Less than 16 days left to the fiscal cliff. While politicians 
are flirting with recession, trading volume may wane as 
the year end near. We expect volatility to increase. 

Topic of the week
Automation is the focus of capital investment in the 
developing, but also in the developed economies, as 
global industrialization is moving to the next phase. GDP 
growth in the emerging countries is slowing, as invest-
ments in much needed infrastructure and basic industries 
are declining. Moreover, the advantage of low labour 
costs -which fuelled an export boom- is fading. Replacing 
low skilled, but increasingly expensive labour with robots, 
and implementing new systems and processes may from 
here on significantly increase productivity in both Asian 
and Latin American countries.

Commodities
Last week’s highlights (10 - 14 December)
Soft commodities declined after the USDA signaled 
higher stocks for wheat and greater demand for corn. Oil 
prices stayed under pressure despite a drop in Saudi 
Arabian oil production after the OPEC warned about 
2013 demand. China’s output of refined copper increased 
strongly in November given greater demand for copper 
concentrate from expanding Chinese smelters. Metals 
particularly liked the stronger-than-expected industrial 
production numbers out of China. In line with our 
expectations, palladium prices reached our year-end
target of 700 USD/ounce. 

This week’s focus (17 - 21 December)
The Baltic Dry Index continued its slide, hitting 900 
points; as a result, it is currently almost 20% lower since 
the prices started declining on 28 November (1’104 
points). This is the fourth time this year that the index has 
failed to break higher. The index – reflecting the prices of 
the 25 busiest shipping lines – is seen as an important 
benchmark of global economic development. The recent 
decline indicates that global shipping orders are under 
pressure; this is not a good sign of the current state of the 
global economy. In both January and mid-September, the 
index dropped to a low of around 650 points, suggesting 
that more downside pressure is possible.
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Disclaimer 
© Copyright 2012 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 was prepared by the Investment Advisory Centre (IAC) 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 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 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. 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 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.

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. 
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 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, 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.   

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 recommendation to invest in certain investments products. 
The opinion is based on investment research of ABN AMRO IAC. 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.

This is an international ABN AMRO publication. For further information and contact details, visit our website: 
www.abnamroprivatebanking.com


