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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
Some thoughts for 2013
From euro break-up to financial system risks to a hard 
landing in China to the US fiscal cliff, there was no 
shortage of uncertainties for investors to worry about in 
2012. As we move into 2013, most of these risks should 
be diminishing. The ECB’s OMT programme has 
significantly reduced the risk of a euro break-up, while a 
vast array of data suggest that China’s economy has 
bottomed out. Granted, the US fiscal cliff has not been 
resolved, but we continue to think that leaders will find a 
solution to reduce the pace of fiscal consolidation next 
year.

It therefore seems fair to expect some strengthening of 
global growth in 2013. Indeed, global central banks’ 
actions to reduce systemic risks and loosen policy, a 
gradual return of confidence, a turn in the inventory cycle 
and pent-up demand should all give the economy a lift 
next year. Still, there are factors that will limit the upward 
momentum. Even with a solution to the fiscal cliff, there 
will be significant budget cuts in the US, while austerity in 
the eurozone will be ongoing. Meanwhile, the big 
emerging markets have not put in place a 2008-9 style 
bazooka. Overall, we expect that global growth will 
accelerate to 3.2% in 2013, up from 2.9% in 2012.

Despite a recovery in global growth, we do not expect to 
see a sharp rise in inflation. The upswing in demand for 
commodities, helped by China’s rebalancing towards 
consumption, is likely to be rather moderate, while the 
supply situation is more unfavourable to price gains than 
in the past. Meanwhile, with economic slack remaining 
elevated, in particular in the advanced economies, 
inflation should remain constrained. 

Global Investment Committee decisions
There are no changes in the asset allocation. 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 0.27 1.75

German Bund 139 0.00 1.39

Gilts 157 0.33 1.90

JGB 67 0.08 0.75

EMBI+ 247 ---------- ----------

iTraxx Euro 5-yr 113 ---------- ----------

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 (17 - 21 December)
The past weeks have shown just how resilient invest-
ment grade corporate spread curves are to conditions 
that lead to rising rates and tighter credit spreads -
such as a relatively benign process in mitigating the 
fiscal cliff. Investment grade spreads (CDX.IG) have 
tightened more than 8 basis points (bps) and 10-year 
interest rates increased nearly 20bps. Non-investment 
grades tighte-ned more than 50bps. However, the 
government bond yield curve has changed very little
and will remain steep around current levels, unless the 
economy deteriorates and credit risk increases.  

This week’s focus (24 - 29 December)
Spain: We think that Spain's reluctance to request 
ESM/ECB support and further slippage from its deficit 
reduction targets may put pressure on its sovereign 
rating in 1H 2013. We believe that any negative rating 
action on the sovereign might reignite fears about a 
downgrade of Spanish high-grade names into high 
yield and this could cause uncertainty. We would have 
the opportunity to add further Spanish government 
and corporate bonds. Italy: Lower sovereign yields 
should mitigate delevera-ging needs. The 10-year 
Italian sovereign bond yield has dropped to 4.5% after 
peaking at 6.6% in mid-June, as policymakers have 
taken significant steps towards resolv-ing the crisis in 
recent months. We expect this to improve Italian 
banks' access to funding and reduce the pressure to 
deleverage. We still prefer Italian government bonds 
to corporate bonds and would still avoid peripheral 
financials for the moment.

Foreign exchange
Last week’s highlights (17 - 21 December)
EUR/USD almost touched 1.33 on a further improve-
ment in the eurozone sentiment but the rally ran out of 
steam because of some uncertainty on the fiscal cliff. 
In Japan the LDP won the election. Prime minister-
elect Abe added pressure on the Bank of Japan (BoJ) 
to further ease monetary policy. As expected the BoJ 
decided 10trn JPY increase in the asset purchase 
program. The yen consolidated after a sell-off seen in 
the recent weeks but USD/JPY remained above 84.

This week’s focus (24 - 29 December)
Five big trends will drive FX markets in the coming 
year. First, we think that the reduction of systemic 
risks and the turn in the global industrial cycle will 
prove to be a positive cocktail for risk sentiment in 
financial markets. Second, there is likely to be a 
moderate recovery in global growth, bringing cyclical 
differences more sharply into focus. Third is the fall of 
safe havens. Fourth is the end of the commodity super 
cycle. Fifth is the return of ‘currency wars’, with likely 
selective flocking back to EM currencies, sparking a 
return of capital controls to limit the pace of apprecia-
tion. We expect the dollar to strengthen against the 
euro, especially in the second half of 2013.
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Sector indices

Index Level P/E ’13 Div (%) %YTD

S&P 500 1443.7 12.6 2.2 14.8

Euro Stoxx 2640.2 10.6 4.5 14.0

Nikkei 225 9940.1 15.4 2.0 17.6

FTSE100 5898.0 10.7 4.0 5.8

AEX 343.4 10.8 4.6 9.9

Important rating changes

Company From To

Pernod-Ricard Buy Hold

Samsung Electronics Buy Buy/RL

Hong Kong Exchange & Clearing Hold Buy

Sinopec Hold Buy

International Paper Buy Hold

Hartford Financial Sell Hold

Bloomberg – CRB Index

Commodity prices - Bloomberg

20 December 13 December

Gold 1648 1697

Brent 110 108

Copper 7770 8074

Wheat 790 808

Equities
Last week’s highlights (17 - 21 December)
Past week saw a minor correction of equity markets after 
a very good end of year rally with Asian and commodity-
related markets outperforming. Optimism on the growth 
outlook for 2013 clearly favoured the more cyclical 
sectors, with financials taking a back seat.  

This week’s focus (24 - 29 December)
Political give and take on the Fiscal Cliff debate will 
continue to dominate sentiment and the Christmas break 
can lead to high volatility on low volumes. More news 
underpinning the dawn of a more positive trend for 
producer and consumer sentiment is likely.

Topic of the week
Industrial activity is set to improve in 2013 and with this;
the services sector will also see a revival. Industrial 
services can be highly cyclical or less so with the 
Temporary Employment sector standing out as very 
closely tied to economic activity levels. A highly sus-
tainable earnings stream continues to be seen in the 
Inspection and Testing area, in the cleaning, catering and 
maintenance business and in consultancy and design. 
For all parts of the industrial services areas mentioned we 
have a positive outlook and find valuations very  
attractive. Favourite buys are currently Dutch providers 
Randstad and Arcadis, the European testing companies 
Intertek and Bureau Veritas as well as Thermo Fisher of 
the US. Superior manufacturing support (cleaning, 
catering) is supplied by Ecolab of the US. In international 
transportation services we continue to like UPS.

Commodities
Last week’s highlights (17 - 21 December)
Most commodities traded somewhat higher after the 
stronger than expected data releases from China and
the US but eurozone worries capped the upside. The 
move was short-lived as the US budget talks remained in 
focus and leads to some volatility as the deadline nears 
Precious metals fell under heavy pressure mainly on the 
back of position squaring ahead of year-end.

This week’s focus (24 - 29 December)
Our senior sector economist – Hard commodities Casper 
Burgering has just released the latest Metals Monitor –
“When China shivers, the global metal industry shakes”. 
China is still an important stakeholder in metal markets, 
despite the current economic turmoil. Imports of copper 
and iron ore are especially relevant to China, given the 
fact that domestically these commodities are limited 
available or of low quality. Therefore, we have not seen 
the end of the Chinese strong demand for raw materials. 
However, the pace of demand growth will be quite lower 
then we have witnessed in the period 2003-2008. In fact, 
the high levels of Chinese demand for metals are not 
expected to return on the short term and some metal 
markets in China will be faced with the problem of 
overcapacity for a long time.
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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


