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Weak data hits markets

With business surveys moving in the wrong direction,
we now expect the ECB will cut the refinancing rate in
May. Given the recent weak data and the rise in the euro
against the yen, we adjusted our 2013 eurozone GDP
forecast from -0.2% to -0.5%. In addition, the declines
In commodity prices remove one potential source of infla-
tionary pressure. It looks likely that inflation will be stuck
well below 2% in the coming quarters.

ECB to cut rates as soon as May

While a cut in the refinancing rate will not have a big impact
on interbank rates, it will provide cheaper funding for periph-
eral country banks. It also signals that the central bank will
keep its policy accommodative for even longer.

European equities decline

After hitting a two-year high last week, European equities had
to cope with a number of negative headlines this week. Eco-
nomic sentiment in Germany was weaker than expected, as
the ZEW indicator retreated to its January level. We believe
the decline was mainly influenced by doubts about the
strength of the global economy, after a string of disappoint-
ing data from the US and China.

The IMF also cut its forecast for global growth, and there was
market talk of sovereign downgrades in Europe. All of these
factors pushed European equities sharply down in a broad
sell-off. Meanwhile, European earnings reports have so far
been unexceptional.

European government bonds unchanged

Spreads on peripheral government bonds were broadly
unchanged. Spain was in the news, after successfully issuing
EUR 4.71 bin of debt, above its target of EUR 4.5 bin.

In credit markets, the focus next week will be mainly on the
Q1 earnings season. Corporate bond investors will look for
any sign of deteriorating profitability, on the back of the slow-
ing macroeconomic momentum. Most market drivers for cor
porate bonds, however, remain supportive.

Global bond markets have shown an increasing divergence

Value
MSCI ACWI 353.88
S&P 500 1541.61
EuroStoxx 50 2555.5
DAX 7473.73
Nikkei 225* 13316.48
Hang Seng Index* 21982.24
* Wednesday close
Important rating changes
[Company
Facebook
ABB
BNP Paribas
Carrefour
Nokia
Government bond yields
Yield
US Treasuries 2-year 0.22%
German Bunds 2-year 0.01%
Japan 2-year 0.13%
US Treasuries 10-year 1.70%
German Bunds 10-year 1.22%
Japan 10-year 0.58%
Spreads
Index Spread
CDXNAIG 84.13bp
iTraxx Euro 5-year 114.18bp
JPM EMBI+ 283.31bp

Equity index performance in EUR (Thursday close)

One week  Year-to-date
-2.8% 4.2
-3.2% 8.1
-2.5% -2.6
-3.0% -1.4
-1.3% +28.1
-0.5% -3.0

From To

Hold Buy
Hold Buy
Hold Buy
Hold Buy
Buy Hold

One week One year

-0.6bp -4.0bp
-1.8bp -12.4bp
+1.1bp +2.3bp
-9.4bp -28.0bp
-7.6bp -49.4bp
+4.0bp -35.50p

One week One year

+2.2 bp -15.3 bp

+3.2 bp -28.5 bp
+14.1 bp -50.2 bp

Performance data is as of 12:00 pm Friday, 19 April

Source: Bloomberg

In this issue

- Weak data hits markets

+ Asset allocation
Earnings season update

« Currency outlook

+ New publications
What's coming



over recent months. This is reflected in the government bond
markets, where there is a growing spread of US treasury
yields over German Bund yields.

And it is evident in credit markets too. While US credits
behave differently from their European peers, the most strik-
ing separation is the widening gap between core- and periph-
eral credit risk. It is a striking difference, far more dramatic
than the variation between the different government’s bonds
or between financial and non-financial credits.

Weaker US data hits markets

The mini inventory cycle in the US is over. This was con-
firmed by March data. Even though industrial production
rose by 0.4%, it was mainly due to a gain in the volatile utili-
ties component, most likely influenced by the cold winter
weather. Manufacturing production, which excludes utilities
and mining, dropped by 0.1%, after a 0.9% gain in February.
The fall in output corresponds with the drop in the ISM manu-
facturing index, the slower pace of hiring, and the decrease
in retail sales, which all suggest that the US economy has
lost steam.

Other worries hit bond markets

Bond markets extended their rally on the back of global quan-
titative easing, bomb explosions at the Boston marathon and
concerns over the global economic recovery. The Fed's even-
tual slow-down and the ending of its asset-purchasing pro-
gram is still hanging over the markets. Although the March
FOMC minutes revealed an increasing caution among the
committee members, we expect the Fed to not slow its pur
chases before 2014.

US equity markets decline

US stocks fell in a broad market decline, but still managed to
outperform European equities. The weak data, a sharp sell-off
in gold and disappointing earnings, led to profit-taking. Cycli-
cal stocks, with exposure to growth-leveraged commaodities,
such as oil and copper, underperformed the market the most.
Technology was also under severe pressure after heavy-
weight Apple fell at one point to below the USD 400 mark,
based on a disappointing growth forecast from a supplier.

Asian update

China economic data was weaker than expected. The Chi-
nese economy was reported to have grown by 77% in Qf,
down from 74% in Q4. The news, with its implication for
a slower global growth outlook, weighed on global equity
markets. In particular the news was hard on base metals, olil,
equities and commodity currencies.

Other less-than-positive news from China included data
showing that home prices continued to rise in March, by

3.3%, on average, in about 70 major Chinese cities, after
jumping 1.9% in February and 0.7% in January. This increase
fuels fears of more property cooling measures.

As a result, the MSCI China Index was the second worst per
former (-3.05%), after Australia (-3.33%), for the week. We
nevertheless maintain our view that the Chinese economy is
likely to continue to grow at healthy rates.

Over the week, MISCI Asia Pacific outperformed MSCIWorld,
but underperformed MSCI Emerging Asia, with MSCI India
(+5.02%), Indonesia (+2.22%), Thailand (+1.12%), Malaysia
(+0.71%) and Singapore (+0.16%) all posting positive per-
formance.

As you can read in the Asset Allocation section below, our
current tactical asset allocation continues to call for an over
weight in equities, and, in particular, an overweight in emerg-
ing markets equities.

Asset allocation

There were no changes made to the overall tactical asset
allocation at the meeting of the Global Investment Commit-
tee (GIC) on 18 April 2013.

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 portfo-
lio. The GIC confirmed its overweight in equities, based on
modest relative valuation levels and anticipation of gradu-
ally improving global growth. For more information, read the
Global Investment Committee Update, published today.

Earnings season update

This week, the earnings season is in full throttle, with com-
panies reporting across the board. Among the big US names
are Apple, Halliburton, Caterpillar and DuPont.

According to Bloomberg, 61 companies in the S&P 500 Index
have posted results so far. A full 70% have beat profit esti-
mates and 51% have topped revenue projections. As a result,
S&P 500 earnings are now expected to rise by 1.7% in Q1,
up from 1.5% at the beginning of the month.

The earnings season in Europe is slowly accelerating, with
high-profile names, such as Unilever, Bayer, BASF and Philips,
soon to be reporting. And, in Asia, the earnings season is just
beginning. Only 5.8% of total market cap have reported so
far, but the huge misses from GS Engineering & Construc-
tion and Infosys could imply an ugly reporting season ahead.

For the Chinese property segment, developers have locked



in 58% of consensus-estimated fiscal year top-line growth,
but margin compression, higher construction costs and rising
interest expenses may continue to eat into 2013's profitabil-
ity. Nevertheless, it is still too early to predict an outcome, as
industry fundamentals could have changed.

Currency outlook

Softerthan-expected US data continued to hurt the US dollar,
but weaker corporate earnings resulted in some US dollar
safe-haven demand. US economic data continues to drive
the currency.

The euro continued to benefit from the weakness of the Jap-
anese yen and softer US data, but dovish comments from
BundesbankWeidmann resulted in expectations of a rate cut.

The aggressive sell-off in the Japanese yen has come to a
halt, but we believe this is a pause and not the start of a
turnaround. We have adjusted our forecasts to reflect an even
weaker Japanese yen, especially versus the US dollar. Our
new end-of-year forecasts for the USD/JPY is 110 for 2013
and 120 for 2014.

Currency forecasts

Today 022013 Year-end 2013
EUR/USD 1.3083 1.30 1.20
GBP/USD 1.56298 1.49 1.41
USD/JPY 98.29 104 110

Source: ABN AMRO Group Economics

New publications from Research & Strategy

Global Investment Committee Update

The GIC committee made no changes to the overall tactical
asset allocation, when it met on 18 april 2013. It did, however,
implement a hedge on Japanese equity exposure for USD-
based investors, as further weakness of the yen versus the
dollar is expected.

Closing the productivity gap: equities thematic note

The industrialization of the emerging markets is moving to the
next stage: wealth levels are rising rapidly, as more people
move into the middle-class income bracket, local industries
start to make more complex products and preparation for
local products to compete on the global market is on its way.
The shift in consumer demand and the rise of wages are
changing the manufacturing landscape. Adjusted business
models include automation and the use of robotics that can
increase both productivity and profitability. Companies pro-
viding IT and automation solutions to manufacturers will ben-

efit from this trend as well.

» This calls for a radical change of the manufacturing land-
scape as robotics and automation are replacing increas-
ingly costly manual labor and a much needed improve-
ment in productivity levels can be achieved.

» Technological innovation is key to the transition.

» Both hardware (machinery, robots, PCs) and software
(systems, process technologies, communication links)
have to be put in place.

What's coming

- Date
Existing home sales us 22 April
Consumer confidence EU 22 April
PMI manufacturing CN 23 April
PMI manufacturing EU 23 April
FHFA house price index us 23 April
New homes sold us 23 April
Ifo business climate GE 24 April
CPI JP 26 April
GDP us 26 April
UMI consumer confidence us 26 April
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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
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AMRO may have received compensation for investment banking services from these compa-
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refer to ABN AMRO and its affiliates.
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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
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this opinion.
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