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Highlights

= Economics: Global recovery is slowing & relies
no longer only on inventory rebuilding or
government stimulus.

= Inflation: Inflation pressure exists only in
GEM!'; in the USA and Europe remains low.

= Central bank interest rates: Low inflation and
financial fragility of banks keeps loose
monetary policy. Fed & ECB are not likely to
raise interest rates until 2H11. Fed 0.25% (-),
next 10 Aug; ECB 1% (-), next 5 Aug. Rate up in
Brazil (10.25%).

= Capital market rates: Upcoming govt. bond
redemption of Spain & publication of stress test
on European banks in July could improve
transparency and restore market confidence.

Strategic asset allocation

= Forex: EUR against USD on low level, short-
term trading sideways, however expected to be
1.26 end of 2010". Appreciation of Yuan due to
higher flexibility of China in the Yuan-politics.

= Bonds incl. High Yields (U™): Favor corporate
over government, avoiding the longer
maturities, buying carefully selected weaker
credits.

= Equities (N): Market correction started on April
15 is still intact. On July 12 the US earning
season H?2 starts. Use periodic setbacks as entry
points; favor GEM region.

= Commodities (N): De-risking and de-
leveraging put prices under pressure in near
term Oil trading sideways as higher OPEC
output helps offset rising demand. Oil<72
USD/ bbl.
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Investment ideas

= 3-4 Months Structured Equity Products with
Barrier at maturity in USD, EUR & CHF
(hedged): (1) on US Capital goods producers
(United Technology, Deere, 3M); (2) on GEM
Index (3) on MSCI Brazil Equity Index (4) on
European exporters (Alstom, Louis Vuitton,
SAP); (5) on US-IT (Apple, Cisco, Oracle).

= Equity: ETFs on GEM, especially Asia/ Brazil;
late cyclical’s (e.g. IT/ Capital goods); US/ EU
companies with GEM exposure or GEM with
strong brands.
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i Global emerging markets
i Average street forecast by 10 banks
il How to read: (U) Underweight; (N) Neutral; (O) Overweight
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