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Asia grabs attention

Equity index performance in EUR

The significant monetary stimulus by the Bank of Japan Value One week  Year-to-date
continued to make waves this week, increasing risk appe- EHARgEA) (%)
tite and sending bond yields higher. Headlines from Asia 2424 = 30 2

. . . S&P 500 1,693.4 2.1 n7
also dominated, with good news from China and Japan,

) . . EuroStoxx 50 2,674.3 2.2 0.3
while North Korea continues to battle for attentiononthe . J8716 i3 ’0
world stage. US data appears to have weakened, but it's  iei 225 13.485.1 5.1 297
not as bad as it looks.

Important rating changes
US: down but not out ny From To
Since March, there's been a sharp deterioration in US data. In Société Générale Hold Buy
particular, disappointing non-farm payrolls showed weakness  Sanofi-Aventis Hold Buy
across the board. In conjunction with other indicators, it leads  Samsung Electronics Hold Buy
us to believe that GDP growth will slow in Q2. Growth in the  Adidas Hold Sell
first quarter now seems to have been exceptionally stellar. Gildemeister Not rated Buy
Despite the less positive news, economic fundamentals look  Government bond yields
strong enough for the US recovery to regain momentum Yield (%) One week One year
toward the end of the year, when the drag of the current change (bp)  change (bp)
fiscal headwinds is expected to ease. With this in mind, we  USTreasuries 2-year 0.23 0.4 6
think the Fed will continue its purchase of long-term assets  German Bunds 2-year 0.01 0.5 -11.8
at a pace of USD 85 billion until the end of the year, before  Japan 2-year 0.12 3.3 1.8
any tapering begins. US Treasuries 10-year 1.76 1.6 -28.9
German Bunds 10-year 1.26 2.7 -52.4
US equities continue to rise Japan 10-year 0.60 9.4 337
US equity prices continued upward this week, finding good
news in China, Japan and emerging markets. The S&P 500  Bond index yields
and Dow Jones Industrials indices climbed to record highs, Index Spread (bp)  One week One year
supported by a strong rebound in the transportation and semi- change (bp)  change (bp)
conductor indices. The advance was broad, with all ten sec-  CDXNAIG 81.61 -5.09 -15.10
tors moving upward. iTraxx Euro 5-year 110.76 747 -23.65
JPM EMBI+ 266.95 1741 -69.91

Cyclical sectors, such as financials, materials and industrials
led the way. The financials sector benefited from speculation
over an extension of the bailout loans to Portugal and Ireland,
and materials was boosted from positive newsflow out of

Performance data is as of 12:00 pm Friday, 12 April.

Source: Bloomberg
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one of the key costs of the quantitative easing programme.
We expect the FOMC to update its exit strategy principles
and to downplay the role of asset sales.

Japan’s significant monetary stimulus programme could
result in inflows into US Treasuries and German bunds, lead-
ing to lower yields. This will be especially true if hedge funds
and money market funds need to begin to cover short posi-
tions.

There's been a major shift among credit investors, who now
expect low interest rates for longer, based on Fed governors'
continued expressions of support for asset purchases. As a
result, high-grade credits have outperformed high-yield on
a risk-adjusted basis. Despite a recent tightening in credit
spreads, we maintain our current positive stance on invest-
ment and noninvestment grade credits.

Asia dominates

Asia is grabbing headlines lately, as the BoJ reiterates its eco-
nomic growth plans, North Korea rants and data from China
eases market concerns of monetary tightening.

In China, lower inflation data, released this week, alleviated
concern over the likelihood of policy tightening. The Chinese
inflation index declined to 2.1% yearon-year (yoy) in March
from 3.2% yoy in February. China’s economy has apparently
avoided a hard landing. This was also confirmed by the gain in
the growth of imports, visible in March trade figures.

Korea tensions to resolve by month-end

Despite the recent warlike stance of North Korea, we see
long-term drivers for Korean equities (neutral). This is despite
a decline of more than 7% on the MSCI Korea Index since
the first sign of North Korea's belligerence in early March.

We believe the recent underperformance in Korean equities
is in part due to the won’s appreciation against the yen (6.8%)
year to date. We are retaining our neutral stance on Korean
equity, based on longerterm market drivers and believe the
tensions with North Korea will be resolved by month-end. For
more information, read our Korea Country Note, “No different
this time.”

A strong push in Japanese equities saw the Nikkei 225 hitting
levels last seen mid-2008. Later in the week, however, Japa-
nese markets corrected as the yen strengthened. As you can
read in our second Japan Country Note in two weeks, “Bold
Action by Bank of Japan,” we believe the rally in Japanese
equities could continue until the elections in July.

Europe concerns remain
Uncertainty in Europe continues. Leaked documents on

Thursday signaled that Cyprus may need to raise an extra
EUR 6 billion as part of its bail-out. This means there is now
a high risk that another revision(number four and counting)
to its bailout programme may be needed. As Group Econom-
ics wrote in today’s Daily Insight, “The bailout of Cyprus is
making the eurozone's rescue of Greece look like a textbook
model of efficiency.”

Other European issues waiting to be resolved include an
agreement on a new president in Italy, which could ultimately
lead to a new government or a call for new elections.

In general, however, the peripheral eurozone countries are
clawing back their competitiveness and current account defi-
cits are shrinking more quickly than could have been antici-
pated.

Over the week, European equities rose by about 2%.

Stocks to watch

Alcoa: Buy

The earnings season unofficially started last week with Alcoa,
which reported betterthan-expected results. Revenues were
lower (-3% yoy), but this was expected. Better margins were
a result of cost cutting as well as sales from downstream
markets, responding to demand from the car, airline, packag-
ing and construction industries. Alcoa's upstream businesses
of aluminum and metals production continue to suffer from
lower pricing and overcapacity.

Earnings season update

While only 6% of S&P 500 Index companies have reported
in the current earnings season, almost two-thirds have sur
passed expectations. Forecasts for first-quarter earnings,
however, have been scaled back, from an expected yearon-
year rise of about 4.3% in January to today's 1.6%.

Although the earnings season will gain traction this week,
expectations have been managed down. As a result, the
market could more easily see companies beat expectations.
Our focus will be on the impact of the stronger US dollar on
margins and corporate guidance.

Sentiment for equities remains positive overall, especially for
the US and Japan. As long as central banks maintain their
loose monetary policies, we expect that any set back in equi-
ties will be treated as a buying opportunity. Worries over
Cyprus and ltaly, as well as the threat from North Korea may
subdue investor enthusiasm.

Asset allocation
The recommended tactical asset allocation continues to call
for overweights in equity and property, an underweight in



bonds, a neutral position in commodities and a hedge fund
allocation that varies relative to the risk profile of the portfolio.
For more information, see the latest Global Investment Com-
mittee Update.

Currency outlook

The Japanese yen has been the main mover in currency mar
kets, with the BoJ's monetary programme reviving the carry
trade. The recent softer US data resulted in an adjustment
in expectations for the US economy. Weaker than expected
data will continue to cap the upside of the US dollar.

The euro has strongly benefitted from the fall of the Japanese
yen. As the sell-off of the yen versus the euro was at a higher
pace than against the US dollar, the euro versus the US dollar
moved higher.

At the beginning of the week, the Korean won fell under
pressure, as North Korea's rhetoric took its toll. It later recov-
ered somewhat. It remains highly sensitive to the current

tensions.
Currency forecasts
Today 02 2013 Year-end 2013
EUR/USD 1.3078 1.30 1.20
GBP/USD 1.5356 1.49 1.41
USD/JPY 99.65 96 100

Source: ABN AMRO Group Economics

New publications from Research & Strategy

The rules of the game have changed: Bond markets monthly
Investor sentiment toward Europe has improved remarkably
since the ECB’s commitment to ‘do whatever it takes' to save
the euro. But the resurgent fear of systemic risk highlights
that the essential problems in the eurozone are far from
resolved.

Corporate hybrids: bond report

Corporate bonds with a mix of equity and debt characteristics
are known as hybrids. With more than EUR 14 billion issued
so far in 2013, corporate hybrids are proving attractive to both
issuers and investors.

Bold action by Bank of Japan: Japan country note

The Bank of Japan (BoJ) has taken bold steps to stimulate
growth and to end deflation. Its actions will benefit property,
financials and exporting companies.

Indonesian equities outperform: Indonesia country note
Indonesian equity markets are expected to continue their suc-
cessful performance, supported by four key drivers related to
foreign direct investment inflows; increasing urbanization &
the rise of the middle class; infrastructure investment and
earnings upgrades.

No different this time: Korea country note

North Korea's recent belligerence is likely to be economically
motivated and may be connected to bolstering Kim Jong Un’s
credentials. Despite the geopolitical risks and short-term vol-
atility, the neutral rating for Korean equities is maintained.

What's coming

Date
Industrial Production CN 15 April
Fixed investments CN 15 April
GDP CN 15 April
ZEW Index DE 16 April
Inflation (CPI) us 16 April
Industrial Production us 16 April
Producer prices KR 16 April
Philly Fed business confidence us 18 April
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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 Global Advisory 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 reason-
able 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 situ-
ation, 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. ABsN
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. Invest-
ment 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 can not be held responsible for

any damages or losses that occur from transactions and/or services in defiance with the

restrictions aforementioned.

Company disclosures

ABN AMRO may beneficially hold a major shareholding or a significant financial interest of
the debt of these companies. ABN AMRO currently maintains a market in the security of these
companies and otherwise purchases and sells securities of these companies as principal. ABN
AMRO may have received compensation for investment banking services from these compa-
nies, its subsidiaries or affiliates during the previous 12 months. All disclosures made herein

refer to ABN AMRO and its affiliates.

Personal disclosures

The information in this opinion is not intended as individual investment advice or as a recom-
mendation to invest in certain investments products. The opinion is based on investment
research of ABN AMRO Research & Strategy. 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.
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