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Data confirm gradual recovery | 2 smayzos
| assetalocaion 1 i [IIGE

This week's Purchasing Managers Index (PMI) figures
Saa Taa . Saa Taa . -
" ) 5 underlined that the global economy started the year on a
— = =~ o = % positive note, supporting our view — outlined in the Global
Bonds 90 74 | -16 1 70 58 | -12 | Macro View and Emerging Markets Outlook of 23
Equities 0 0 15 20 5 January — that the global economy will gradually improve
Alternatives 5 8 3 10 15 5 this year, mainly driven by the US and emerging Asia. In
e fumes 5 8 3 5 8 3 | the US, the flash Markit PMI jumped from 54.1 in
Real estate 0 0 3 5 2> | December to 56.1 in January, much better than the
L consensus forecast, and the highest reading since April
Commodities 0 0 2 2 ; . -
last year. Details show that the rise was mainly due to
Asset allocation Ml v increases in output, new orders, as well as employment,
boding well for the economy going forward. In China, the
Saa | Taa | - Saa | Taa | - flash HSBC manufacturing PMI increased to 51.9, from
Money markets 5 0 -5 5 0 -5 51.5 in December, and highest level since January 2011,
Bonds 55 46 9 35 o5 -10 adt_iing to other evidence that e_conomic activity in the
- Chinese manufacturing sector is continuing to strengthen.
Equities 30 39 9 50 60 10
Alternatives 10 15 5 10 15 5 Meanwhile, the eurozone PMI surveys also rose more
than expected. Although they remained below the 50-
Hedge funds 5, & : .
mark that separates expansion from contraction, the
Real estate 3 > 2 3 > 2 | continued upward trend in the series is in line with our
Commodities 2 2 2 2 view that the eurozone economy will stabilize in the first

half of this year, following a sharp contraction in Q4 of

Asset allocation \ last year. Meanwhile, the country split revealed that

Saa | Taa . Saa | Taa . Germany will be the star performer, with its composite

Money 5 0 5 5 0 5 | PMI already firmly above the 5.0—mark, with ,France _
Bonds 15 1 4 0 0 tralllng_ behmd, perhaps reflect!ng _Germany_s faster fl_scal

" consolidation. Overall, the easing in systemic risk which
ECRRES 70 & 9 85 90 9! is in turn helping to ease financing conditions and
Alternatives 10 10 10 10 uncertainty has sown the seeds for a gradual economic
Hedae funds 5 5 5 5 recovery this year that will pick up speed in 2014.
Real estate 3 3 3 3
Commodities 2 2 2 2 Global Investment Committee decisions

There are no changes in ABN AMROQ's investment policy

Saa = Strategic asset allocation Taa = Tactical asset allocation ¢ = Deviation and asset allocation.

Macro forecasts for 2013 (%)

We remain ‘Overweight’ in equities and alternatives, and
Real GDP Growth Inflation ‘Underweight’ in bonds.

ABN AMRO Market 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

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 Bonds

Last week’s highlights (21 - 25 January)
10-2yr (bp) | 2yr (%) | 10-y1(%) |\ reduced demand for safe havens, core government
usT 163 025 1.88 bond yields moved up. We do not believe we will break
German Bund 142 0.18 1.60 the 2% bond yield level for 10-year German and US
Gilts 167 0.35 2.02 Treasuries within the next 6 months.
JGB 64 0.07 0.71 ,
EMBI+ 250 This week’s focus (28 Je_mugry_ - 1 Febr.uary)
Government bond supply is significant, with EUR 15bln
iTraxx Euro 5-yr 100 coming from Italy, Finland, and Germany. The US

Treasury will issue USD 99bin across 2-, 5-, and 7-year

G ENESE | government bonds. The Japanese government bond

Current Date Expectation | Market has been quite volatile since the new government
took office (see graph).
ECB 0.75 07 February 2013 No change
Fed 0.0-0.25 | 30 January 2013 No change | Topic of the week - A remarkable rally

Last week’s remarkable rally was mainly driven by
Japanese 10-year - Bloomberg support from the ECB. By October 2012, non-resident
investors were back to being net buyers of Spanish and

71,6000

4| Dlﬁ Italian debt, and by the end of 2012, short positions were
| f“m W fﬂ i W‘ +1.4000 closed. With 2-year bonds at about 2% and the 10-year
MWH 0 'imﬂ“ W “w‘ | below 5%, the market is starting to wonder whether the
| | W‘U i F12000 | worst could be behind Spain. While the answer is
|I‘*||‘m[ \ probably yes, elevated downside risks remain. Spain’s
[ |l w 10000 macroeconomic fundamentals are very weak in an

environment where the private sector is still in a
protracted deleveraging process. We still favour Italian
0.6000 and Spanish government bonds and corporate (ex-
financials), but hesitate to promote financial sector bonds

TN mw F50 such as banks and covered bonds (see our thematic

notes).

+0.8000

8| 2009 | 2010 | 2011 | 2012 201 Foreign exchange
GIGE0 Index (Japan Govt Bond Year to maturity 10 Year Simple Yicld) Weekly 5y Copyrightd 2013 Bloomberg Finance L.P. 25-Jan-2013 11:52:24 FX monthly report ava“able
_ The dollar is likely to be range-bound against the euro,
CUEE ] TS sterling, and yen in H1 2013, but should strengthen

Mar. 13 Jun. 13 Sep. 13 Dec.13 | significantly in H2 2013, and in 2014. Although tax hikes
EUR/USD 1.30 1.30 1.25 1.20 are likely to hold back US demand growth in the next few
GBP/USD 1.59 1.59 1.54 1.50 months, the economy is improving in underlying terms

and should accelerate in the second half of the year. The

CobilE B8 0 22 29 Fed is also likely to end asset purchases at year-end,
which in turn should prompt markets to anticipate interest
rate normalisation in 2014 that kick in in early 2015. The
outlook for the US trade balance relative to other big
economies over the coming years has improved; the
currency is already undervalued according to long-term
fundamentals. With financial markets becoming more
cyclically-driven, the search will pick up for currencies
with strong economic growth and favourable yields. Our
top picks against the EUR and USD for 2013 are the
Brazilian real, Mexican peso, and South African rand.

JAPANESE YEN - 1d - 10:07:39 (UTG+1) - 20MA {red line) SOMA (blue line) 200MA (dark green line)

Our top pick for Asia in 2013 is the Indian rupee given its
favourable valuation, high yield, improving economic
outlook, and the implementation of structural reforms.
The Korean won is also expected to continue its strong
performance due to improving domes-tic fundamentals,
its leverage to global growth and attractive valuation. The
Japanese yen’s underperformance is expected to
continue this year and next.
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Last week’s highlights (21 - 25 January)

Index Level P/E’'13 | Div (%) | %YTD . . o
Markets did relatively well, benefiting from a
S&P 500 1494.8 12.2 2.1 4.8 postponement of the decision on the US debt ceiling.
Euro Stoxx 2740.1 10.0 4.3 4.0 Stronger-than-expected PMI numbers in the US, China
Nikkei 225 10926.7 16.6 1.8 5.1 and Germany also helped, with the latter figure being
FTSE100 6272.8 106 3.7 6.4 ponfirmed by a very strong IEO number, indicating a clear
improvement in German business morale.
AEX 354.7 10.2 4.5 3.5

This week’s focus (28 January — 1 February)

: The results season will gather pace next week. So far
Important rating changes . g ’
b il J these have been relatively strong. With just over 20% of

Company From To the S&P 500 having reported, around 75% of US

ASML Hold Buy companies published results that beat expectations. At

Richemont Buy Hold the same time, there have also been_ some high-profile
disappointments (e.g. Apple), partly in results and partly

TNT Express Hold Buy in company forecasts.

TomTom Buy Hold

Topic of the week — Energy sector
After a strong underperformance relative to the MSCI
World benchmark index in 2012, energy stocks started

; 2013 well, with the MSCI Energy index beating the
Corporate earnings calendar ' . . S
benchmark index by 1.5% in January_ We think this will
1/28/13 Yahoo!, Ryanair, Caterpillar, Biogen ldec, continue, as investors seem to be less risk-averse due to

1/29/13 Philips, US Steel, Amazon, Ford, Valero Energy, Tyco, an imp!'OVing econpmip outlook in China, deC"ni_ng
EMC, Eli Lilly, Intl Paper, Piizer, sovereign default _rl_sk in Europe_, and even despite
ongoing fiscal deficit obstacles in the US. The fact that

Datang Int. Power Hold Buy

1/30/13 H&M, Canon, NTT Docomo, Qualcomm, Sumitomo Mitsui, high—beta oil services stocks have beaten the broader
STM, Nintendo, ConocoPhillips, Unibail-R, Roche, MSCI Energy index (and defensive integrated oils) also
1/31/13 Viacom, Altria, RDS, AstraZeneca, Colgate-Palm., UPS, confirms the view of improving investor risk sentiment in

early 2013 (for the Oil & Gas Weekly Note, please

DB, Santander, Thermo Fisher, Dow Chemical, LVHM, h
contact your local Investment Advisor).

2/1/13 Chevron, Panasonic, Exxon Mobil, Merck, BBVA, BT,
Mitsubishi Fin. Commodities

New Commodity Quarterly available
Bloomberg — CRB Index While we do not expect commodities to no_ticee.lbly
SR8 15+ 11127520 (UTC1) - 2001A fog line) SOMA (o lne) 200014 (s gremn Ine) perform as an asset class, we do expect directional
\(Aﬂ\ s20 moves in underlying commodities. Cyclical commodities

will likely outperform if the balance in supply and demand
m becomes a lower supply surplus or a supply shortage
J : . oo (tighter).
W 7Y Of the precious metals, palladium is the most cyclical,

L\\ \W followed by platinum and silver. Platinum has a small
W supply surplus, but an improvement in demand will lead

to a more even balance in 2014. The supply shortage in
= | palladium will likely continue. Base metals and ferrous
metals are also very cyclical. For base metals, we expect
i physical availability to remain tight while for ferrous
e metals, we expect supply to remain ample, especially in
T HS TR R _am TRy o OF T e TEND China. There is some talk about capacity cuts in ferrous

industries, although we do not see this as being

Commodity prices - Bloomberg imminent, in part because of (local) political resistance in
China. By nature, oil prices are also strongly cyclical, but

R4

24 January 17 January supply is ample and the risk premium is expected to
Gold 1672 1688 decrc_et:_slset(int r?rcilg’s case). Mor(raﬁveé, th? V\IITI is mqtr_e
sensitive to the economy, while Brent oil is sensitive
Brent 112,68 111.10 to the eurozone and Asian economies. The link, however,
Copper 8080 8054 is less pronounced and blurred by the risk premium. All in
Wheat 766 781 all, we prefer base metals, palladium, and platinum.
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Disclaimer
© Copyright 2012 ABN AMRO Bank N.V. and affiliated companies ("ABN AMRQO"), 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 AMROQO'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
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