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Asset allocation | T V:cro | | o
Eurozone GDP fell by 0.6% in Q4, following a 0.1% decline in

Saa Taa : Saa | Taa * Q3. The outcome was weaker than the consensus forecast
Money 5 18 13 5 7 2 (-0.4%). The weakness in the fourth quarter emphasises the
Bonds 920 74 -16 70 58 12 challenges the economy faces, but should partly be viewed in
. the context of quarterly volatility, given that the third quarter was
Equmes. Q 0 - 20 . more resilient than suggested by evidence from business
Alternatives S 8 3 10 15 S surveys. Business surveys have improved in recent months, but
Hedge funds 5 8 & 5 8 3 | remain consistent with moderate contraction in the economy.
Real estate 0 0 3 5 2 | The country breakdown shows more significant weakness
Commodities 0 0 2 2 among the usual suspects (Portugal: -1.8%, Italy: -0.9%, Spain:
-0.7%, Greece: -1.1%) and somewhat more moderate
: contraction in the core (Belgium: -0.1%, Austria: -0.2%, France:
Asset allocation I v -0.3% and the Netherlands: -0.2%). The big outlier in terms of
Saa Taa . Saa Taa . the north-south divide was Germany, which saw GDP shrink by
0.6%. However, the weakness was partly down to one-off
Money markets 5 0 5 5 0 5 factors (construction was particularly weak in Q4) and volatility.
Bonds 55 46 -9 35 25 -10 We expect Germany to be among the fastest growing eurozone
" economies in the coming quarters. In particular, the German
Equities 30 39 9 50 60 10 government is one of the few that does not need to put in place
Alternatives 10 15 5 10 15 5 significant fiscal consolidation this year, while fundamentals for
private sector domestic demand are relatively favourable.
Hedge funds 5 8 3 5 8 3
Real estate 3 5 2 3 5 2 | We think that the decline in uncertainty about the future of the
» single-currency area and easing financial conditions have
Commodities sowed the seeds for an economic recovery. Ongoing severe

T VAR ... <.ooeat hat e acovery wil be xcruciatn
Asset allocation \Y \ however, suggest that the recovery will be excruciatingly slow.

Saa Taa . Saa Taa . In particular, budget cuts worth around 1.5% of GDP are

Money 5 0 5 5 0 5 planned for this year, WhICI‘_l is S|m_|lar to v_vhat we saw last year.
The strength of the euro — if sustained — is a threat to even this

Bon.d.s 15 11 -4 0 0 rather modest outlook. As such, we maintain our view that the

Equities 70 79 9 85 90 5 ECB will attempt to counter this strength. Verbal intervention

Alternatives 10 10 10 10 has already begun, but if that does not work, interest rate cuts

oo aings 5 5 5 5 will come back on the table.

Real estate 3 3 3 3 Global Investment Committee (GIC) decisions

Commodities 2 2 2 2 The GIC has decided to close the active equity trade of

underweighting the US and overweighting Europe, which was

opened in September 2012. Both regions will move to neutral.

The trade has performed positively in two directions. European
equities outperformed the MSCI All Country World Index by

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

Macro forecasts for 2013 (%)

Real GDP Growth Inflation 1.6%, while US equities underperformed by 2.8%. European
ABN AMRO Market ABN AMRO Market equity markets have digested the falling tail risks and are
anticipating a gradual recovery of growth in 2013. Near-term
us 2.0 2.0 17 1.9 risks have resurfaced: Italian elections, budget deficits in
Eurozone -0.2 -0.1 1.5 1.9 France and austerity impacts in Spain could flare up eurozone
UK 0.8 1.0 2.2 26 market concerns. In addition, the traction of the gradual
Japan 23 0.7 0.3 02 economic recovery on company earnings could be postponed
: : : : : or weakened by sustained euro strength.
Other countries* 2.0 2.1 1.8 15
EM Asia 6.6 6.8 4.6 4.3 The overall allocation consisting of an overweight position in
Latin America 3.8 3.5 6.4 6.4 equity, property and hedge funds, a neutral position in
EEMEA** 26 28 5.0 5.9 commodities and an underweight position in fixed income and
: : : : cash remains unchanged and is set to benefit from the cyclical
World 3.3 3.2 3.7 3.4 recovery.

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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Coverment bond yields Last week’s highlights (11 - 15 February)
10-2yr (bp) 2-yr (%) 10-yr(%) Over the course of February, a number of pro-risk trends have

US Treasuries 172 0.26 1.98 shown signs of exhaustion: The German Bund sell-off and

German Bunds 135 0.25 1.60 peripheral rally has stalled. The euro is down by more than 2%,
and the yen sell-off seems to have lost steam. Two things have

Gilts 187 0.29 2.16 changed over the last two weeks: the policy backdrop has

JGB 72 0.02 0.74 become more clouded, and data have raised some questions

EMBI+ 261 regarding the economic recovery.

iTraxx Euro 5-yr 111 This week’s focus (18 - 22 February)

Most of the time, bond investors are looking forward, therefore
we could see a continuation of last week’s trend with very
interesting reflection points from data and politicians and other
Current Date Expectation authorities.
ECB 0.75 07 March 2013 No change ) )

Topic of the week — Talking the euro down

Fed 0.0-0.25 20 March 2013 No change Europe will release the preliminary Purchasing Managers Index
data, which will hold clues to the recovery of the eurozone

German Bund vs. US Treasuries - Bloomberg economy. ECB speakers may try to talk the euro down with the
ECB Governing Council meeting on Thursday. On Friday, the

b EU will release its Winter Economic Forecasts, focusing on the
) structural deficits of Spain and France. Mariano Rajoy, the
f\\/\ 2100 Spanish prime minister, will discuss the Spanish economy and
\f budget before the parliament on Wednesday.
i \/"V p V\A US 10y Treasuries M W) N )
\ \“\IJ Foreign exchange
FVW \W / H Global policymakers rightly relaxed about ‘currency war’
\ y 'W’ Jv /“\U\ The possibility of a currency war dominates the discussion on
\\ TW \ /V J i FX markets. Global policymakers, however, do not seem overly
\w/ \ /%\ W LM concer-ned. For currency movements to have a large impact on
\ f i /\j L the economy and on monetary policy, they need to be sizeable
in trade-weighted terms. However, currencies have not risen
u Sermen 10y Bunds b | strongly in trade-weighted terms — with the exception of the
euro - while there has also not been much policy action aimed
L T specifically at weakening currencies. In the recent G7
USGGL0YR Irdex (U5 Genaric Govt 10 Yea~ Vield) Bund Treasuries Daily 01FE2012 Copyright? 2013 Blocmberg “inance LP. 15-Feb-2013 11:06:40 Statement, global pollcymakers have glven a green ||ght for

countries to follow domestic policy objectives aggressively.

Currency forecasts
Muted impact of yen weakness on other Asian economies

Mar. 13 Jun. 13 Sep. 13 Dec. 13 : AR
The impact of the weakened yen on other economies is likely to
EUR/USD 1.30 1.30 1.25 1.20 be relatively muted. Japan’s role in Asian trade should not be
GBP/USD 1.59 1.59 1.54 1.50 exaggerated. China remains the key destination for Asian
economies’ exports and hence the cross-exchange rate move-
USDIIPY 90 90 92 95 ments with the Chinese yuan (CNY) are more important. We
have not seen any big moves in trade-weighted terms. Asian
_ central banks may well implement measures to curb volatility
Bloomberg —euro/dollar and hot capital flows, but we do not expect major measures to
stem the appreciation of their currencies, as long as the impact
on exports remains limited and domestic economic

140 - : : ;
fundamentals improve. Strengthening global economic
130 - conditions will also make Asian authorities more comfortable
with stronger currencies.
120 1 Euro strength unlikely to continue
110 4 The euro has risen significantly in trade-weighted terms and —
sustained — this would hurt an economy that is already very
100 - weak. It was therefore no surprise that ECB President Draghi
subtly talked down the euro by underlining that it poses
90 - downside risks to inflation and hinting that a rate cut may follow
if the euro appreciates further. Since then, the euro has fallen
80 : : : : : : : back. We think that the recent euro correction is just the

beginning of what will likely be a significant decline. With the

99 01 03 05 07 09 11 13 market again sensitive to negative eurozone news, soft
economic data will further weigh on sentiment. We maintain our
end-of-March EUR/USD target at 1.30.
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Sector indices

Index Level P/E 13 Div (%) %YTD
S&P 500 1521.4 12.3 21 6.7
Euro Stoxx 2631.3 9.7 4.5 -0.2
Nikkei 225 11173.8 17.5 1.8 7.5
FTSE100 6319.8 10.7 3.7 7.2
AEX 345.1 10.2 4.6 0.7

Important

rating changes

Company From To
Mobistar Hold Buy
Philips Hold Buy
Cheung Kong Holdings Buy Buy/RL

Corporate earnings calendar

2/18/13 | TNT Express

2/19/13 | Dell, Deere & Co, Coca-Cola Am, Medtronic, Deutsche Boerse,
Gas Natural, Danone

2/20/13 | DSM, AA Real, Unit 4, BHP, Credit Agricole, Akzo, Devon
Energy Corporation, Exact, Saint Gobain, Lafarge, Wolters
Kluwer, France Telecom

2/21/13 | AXA, Allianz, Dexia, OMV, Wal-Mart, HP, Qantas, Technip,
Southwestern, Newmont, BAE, Schneider, Casino Guichard

2/22/13 | A/P Moeller-Maersk, Wessanen, Air France-KLM, Agrium,
Accell

Bloomberg — Gold
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Commodity prices - Bloomberg

14 February 7 February
Gold 1646 1671
Brent 117.62 117.24
Copper 8239 8200
Wheat 734 758

Equities

Last week’s highlights (11 — 15 February)

After the strong start of the year, there was not much movement
in most equity markets last week. Most global indices were flat
to 1% higher.

This week’s focus (18 - 22 February)

The focus for now will stay on results. So far, the quarterly
earnings have beaten expectations, both in the US and Europe.
But expectations in Europe were clearly more downbeat than in
the US, and the underlying trend in the US still looks
considerably stronger.

Topic of the week — Europe down; US up to neutral

We closed the overweight position in Europe after the region
outperformed since inception of this active bet in Q3 2012. At
the time, we upgraded on the back of diminishing tail risks and
a gradual growth recovery in 2013. We feel that this has partly
played out, and valuation has moved back from distressed
levels towards historic averages. We see near-term risks
emerging to this gradual growth recovery, due to the
strengthening of the euro. This might postpone or weaken the
earnings traction we expect later in the year.

On the other hand, the US market has better (long-term) growth
fundamentals versus Europe, which we believe justifies a
premium valuation. Since Q3 2012 the premium valuation of the
US has narrowed somewhat after the relative under-
performance versus Europe and emerging markets.

Our positive view on the US dollar could in the longer term be a
burden for the competitive position of US companies, but it
supports equity investors in the US market.

Commodities

Last week’s focus (11 — 15 February)

At the start of the week, we received some questions on the
effects of a possible currency war on gold prices. After all, in
case of currency wars, countries would engage in competitive
devaluation by printing money. This would trigger inflation fears
and general distrust in paper money. As gold is often seen as
an inflation hedge, the fear of currency wars could result in a
rally in gold prices. Although central banks in emerging markets
turned to net buying from the second half of 2009, they have
been buying gold for the purpose of reserve diversification and
not out of fear of currency wars. Gold prices did not react to
currency war headlines and even remained under pressure.

This week’s focus (18 - 22 February)

We continue to expect that gold prices will move to 1,600 USD per
ounce at the end of March, as other assets will benefit more from a
slowly improving global economy. The rally in Brent oil prices since
mid-January came to an end after eurozone GDP and adjusted
International Energy Agency (lower) demand expectations. We

expect a further correction in Brent oil.
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Disclaimer
© Copyright 2013 ABN AMRO Bank N.V. and affiliated companies ("ABN AMRQ"), 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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