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Highlights

Economics: Ongoing recovery cycle with
business survey data around the globe continue
to imply solid economic expansion. Growth
continues to broaden in terms of demand
composition with less government spending,
inventory re-building and consumer and
investment spending. Political uncertainties in
North Africa and Middle East.

Inflation: increased with commodity prices.
Further risks are concentrated in EM ' by
capacity utilization above pre-crisis averages
and wage growth picking up. Less of an issue
in DM".

Central bank interest rates: FED 0.25% (-), next
15 Mar; ECB 1% (-), next 7 Apr; China & Brazil
tightened policy more via higher
interest/ reserve requirement rates: China
6.06% (+25bps in Febl1l), Brazil 11.75% (+75bps
in Mar 11).

Capital market rates: continued to trend
upward fueled by growing inflation concerns
and a consequent re-pricing of central bank
rates.

Strategic Asset Allocation

Forex: US low vyield bring further USD
weakness against EUR and major currencies;
EUR/ USD expected to be 1.38 by late 2011",
Further trend in appreciation of EM currencies
against USD. GBP undervalued against EUR.

Bonds incl. High Yields (U"“): Favor corporate
over government, selecting short/ medium
maturity, buying carefully selected weaker
credits or EM bonds in hard & local currency.

Equities (O): Valuations appear attractive;
Cash-richness of the corporate sector supports
demand for capex, M&A " activities, higher
dividends and share buy-back programs; Favor
EM region.

Commodities (O): Prices no longer cheap but
reacting on low inventories and changes in
supply/ demand balance. Gold >1400%/ oz and
Oil price > 100 USD/ bbl with North Africa and
Middle East Crisis.
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Investment ldeas

3 to 4 Months Structured Equity Products
with Barrier at maturity in USD, EUR & CHF
(hedged): (1) on Xstrata (2) on German
Exporters (BASF, Bayer, Porsche) (3) on EU
Exporters (Alstom, Philips, SAP) and (4) on EU
Industrials (ABB, Siemens, Schneider Electric).

10 Months Structured Equity Product with
Barrier at maturity and fixed Bonus Level in
USD, EUR & CHF (hedged): (1) on Materials
(BHP Billiton, Rio Tinto, Vale).

Equities: ETFs on EM (Asia/ Brazil) and
commodity exporting markets; US/EU
companies with EM exposure, transport and
logistics and well positioned companies in
sectors exposed to growth in capital spending
(e.g. IT): Deutsche Post, Volkswagen, 3M,
Arcelor Mittal, Samsung Electronics.
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