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Asset allocation          I II

Saa Taa • Saa Taa •

Money 5 18 13 5 4 î -1

Bonds 90 74 -16 70 58 -12

Equities 0 0 15 23 ì 8

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 44 î-11 35 23 î-12

Equities 30 44 ì 14 50 65 ì 15

Alternatives 10 12 2 10 12 2

Hedge funds 5 5 î 0 5 5 î 0

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 84 ì 14 85 95 ì10

Alternatives 10 5 -5 10 5 -5

Hedge funds 5 0 î -5 5 0 î -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 2.0 1.7 1.9

Eurozone -0.2 -0.1 1.5 1.9

UK 0.8 1.0 2.2 2.6

Japan 2.3 0.7 0.3 -0.2

Other countries* 2.0 2.1 1.8 1.5

EM Asia 6.6 6.8 4.6 4.3

Latin America 3.8 3.5 6.4 6.4

EEMEA** 2.6 2.8 5.0 5.9

World 3.3 3.2 3.7 3.4

Macro
US economy set for a rebound in Q1
Data during the week suggested that the US economy is in 
better shape than earlier thought. Indeed, retail sales rose by 
1.1% in February, lifted by an increase in gasoline prices and 
car sales. 

There was also surprising strength outside these two 
categories, with core sales rising by 0.4%, after an upwardly 
revised 0.3% increase in January. This all suggests that 
consumers are coping surprisingly well with the recent tax 
increase.

Business inventories were also stronger than expected, rising 
by 1% in January. We had expected that companies would 
rebuild their inventories at a stronger pace in Q1, after 
Hurricane Sandy had prevented them from adding to their 
inventories in the fourth quarter of last year. The pace of 
inventory accumulation, however, was even stronger than we 
had anticipated. 

We now expect that the US economy will grow by around 2.5% 
in Q1, suggesting a strong rebound in Q1 GDP, after the 
meagre performance in the final quarter of 2012.

Eurozone industrial production fell by 0.4% in January, although 
this followed a 0.9% increase the month before. The trend in 
production, while still negative, is gradually moving upwards.
This is in line with our scenario that the recession will end in the 
first half of this year.

Global Investment Committee (GIC) decisions
The GIC did not meet this week, and there are no changes in 
the asset allocation.

We are strongly overweight in equities and have an
underweight in bonds. Hedge funds are overweight in profiles 1 
and 2, neutral in profiles 3 and 4, and underweight in profiles 5 
and 6. We are overweight in property and neutral in 
commodities. Cash is overweight in profile 1 and underweight in 
all other profiles. For more information, see the individual asset 
allocation portfolio profiles on the left.

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(%)

US Treasuries 177 0.26 2.03

German Bunds 141 0.06 1.47

Gilts 174 0.22 1.96

JGB 58 0.04 0.62

EMBI+ 272 ---------- ----------

iTraxx Euro 5-yr 104 ---------- ----------

Central banks watch

Current Date Expectation

ECB 0.75 04 April 2013 No change

Fed 0.0-0.25 20 March 2013 No change

Spanish & Italian yields vs. German Bund - Bloomberg

Currency forecasts

Jun. 13 Sep. 13 Dec. 13 Dec.14

EUR/USD 1.30 1.25 1.20 1.10

GBP/USD 1.49 1.45 1.41 1.38

USD/JPY 90 92 95 105

Bloomberg – US dollar vs. Dow
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Bonds
Last week’s highlights (11 - 15 March)
Despite the continuing rally in equity markets, German bonds
also gained over the week. Two-year German yields declined, 
despite the EUR 4.3 bln auction of two-year notes. US 
Treasuries were broadly unchanged on the back of USD 21 bln 
issuance of ten-year notes last week. Peripheral yields moved 
up because of ongoing political uncertainty. Italy tapped the 
markets for EUR 7 bln and Spain issued EUR 800 mln through 
an unscheduled auction for primary dealers. 

This week’s focus (18 - 22 March)
This week bond markets will focus on the FOMC meeting and 
press conference on Wednesday. In Europe, markets will 
closely watch the ZEW index to be released on Tuesday and 
the Ifo business climate index on Friday. In addition, further 
communication could be expected about the outcome of last 
week’s EU summit.

Topic of the week: Ireland returns to the market
Last week, Ireland successfully sold its first public issuance of 
ten-year government bonds since the country was rescued in 
2010. The Treasury initially expected to sell EUR 3 bln, but the 
market actually absorbed a EUR 5 bln issue. Ireland’s return to 
the bond market is being closely watched, as the sovereign 
would probably qualify for the ECB’s OMT programme should it 
be locked out of the capital markets again. If Ireland can
maintain the current momentum, it would certainly be positive 
for other troubled nations and could enable them to also benefit 
from strengthening market confidence.

Foreign exchange
From risk-on and risk-off to searching for growth 
We see increasing signs that a seismic shift is underway in the 
currency markets. Risk appetite is growing, with the VIX hitting 
a six-year low earlier this week. At the same time, a moderate 
recovery in global growth is taking shape. Indeed, there are
continuing signs that the US private sector is coping rather well 
with the fiscal drag. The change in environment is leading to a 
rotation of the currency markets’ key drivers. The shift from a 
risk-on to a risk-off mode and back again, which dominated the
currency markets - and indeed global markets – for so long, is 
now much less prevalent. This means that the focus is moving 
towards returns and economic growth and, therefore, cyclical 
differences. 

The revival of the dollar
The most visible sign of a reviving dollar is its reaction to 
positive US data. The dollar fell on the unwinding of safe-haven 
demand. It is now strengthening again on the view that US 
assets will generate higher returns. This is reflected in the 
correlation between the US dollar and the VIX turning negative.

The correlation between the greenback and the US equity 
markets is also becoming sharply positive. This supports our 
view that the relative strength of the US economy in the coming 
quarters will drive the dollar higher against other advanced 
economies’ currencies. 

The expectation that the Fed will raise its benchmark rate in 
2015 should lead to broad-based dollar strength in 2014.  Shale 
oil & gas as well as fiscal consolidation bode well for the 
country’s external imbalances.
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Sector indices

Index Level P/E ’13 Div (%) %YTD

S&P 500 1’563 14.1x 2.2% 10.1

Euro Stoxx 2’735 11.4x 4.2% 4.5

Nikkei 225 12’561 24.1x 1.6% 19.2

FTSE100 6’526 12.0x 3.8% 11.7

AEX 355.5 12.0x 3.1% 4.1

Important rating changes

Company From To

Syngenta Buy/RL Hold

Unibail-Rodamco Buy Hold

Merck Hold Sell

American Express Buy/RL Hold

Apple Hold Buy/RL

Linde Hold Sell

Bureau Veritas Hold Sell

Qiagen Hold Buy/RL

Teva Pharma Hold Buy/RL

Coca Cola Buy/RL Hold

Emerson Electric Buy/RL Hold

BASF Buy/RL Hold

DaVita Buy Hold

Allianz Buy/RL Hold

Agrium Buy/RL Hold

Bloomberg – Natural gas
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Commodity prices - Bloomberg

14 March 7 March

Gold 1590 1578

Brent 109.42 111.15

Copper 7800 7765

Wheat 724 695

Equities
Last week’s highlights (11 - 15 March)
Last week was a very good one for global equity investors, with 
most indices ending the week 1-2% higher. The US job report, 
retail sales and inflation have convinced many investors that the 
recovery of the world's largest economy is gaining momentum, 
despite tax increases and government spending cuts.

This week’s focus (18 - 22 March)
With the earnings season nearly finished, investor focus will 
move back to macro and political factors. In particular, there are 
issues in Italy, where the Parliament is trying to find a way out 
of the election gridlock, and Japan, where the Bank of Japan 
could announce further easing measures as early as its next
meeting on 3-4 April.

Topic of the week – Overweight equities further increased 
Last week, we further raised our overweight position in equities, 
for the following reasons:
u A stronger conviction of a gradual broadening of the global 

economic recovery.
u The relative attractiveness of equities versus other asset 

classes, and, in particular, cash and bonds.
u The magnitude and duration of central banks’ monetary 

easing.
u The progressive increase in equity fund inflows.
u The belief that potential market setbacks will be short-lived, 

with equity markets showing strong resilience to negative 
news.

Commodities
Shale gas revolution
New technology has driven the production of shale gas, which
has grown tremendously, especially in the US. This is having a 
major impact on the global energy markets (not just the US 
market) and on geopolitical relations. 

The impact of shale technology on the US economy can already 
be seen, and further development of shale gas extraction will
continue for many years. New policies, however, will have to be 
implemented to overcome the problems that the energy sector 
faces if shale technology continues to spread across the globe. 

The drive for energy independence and interest in shale 
technology is not limited to the US. But due to political and 
social discussions about the environmental impact of shale 
extraction in Europe, and the lack of infrastructure and 
knowledge in Asia, a similar revolution will not likely take place
elsewhere in the coming decade. 

We believe that US shale gas will be used much more, and 
especially for electricity production. Although the share of 
natural gas in the overall energy mix will likely increase
significantly, it will take massive investments and many years 
before this will be achieved. 

Total energy-independence for the US, from an oil perspective, 
seems very unlikely. US demand (18.5 million barrels per day) 
will remain much higher than local production, meaning that the 
deficit will have to be imported. Nevertheless, the dependence 
of the US on the geopolitical-sensitive Middle East could be 
significantly reduced.  
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