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Highlights 

 Economics: pace of macroeconomic 
growth slowing in EMi & DM ii with indi-
cators point to ongoing growth  in the reco-
very cycle; Monetary policy remains expa-
nsionary, easing credit conditions come 
along with corporate spending as real inte-
rest rates are negative in most DM. 

 Inflation: To peak in many EM economies 
during May/ June; Elevated  inflation in 
Europe & UK (> 2% ECB’s & BoE’s target 
rate). Less of an issue in US. 

 Central bank interest rates: FED 0.25% (-), 
next 22 Jun; ECB 1% (-), next 9 Jun; no 
increase expected . FED to remain on hold 
until 2012; Quantitative Easing to end in 
June 11; Russian Rate unchanged (8.25%). 

 Capital market rates: Greece refinancing 
needs to be solved  in June (EU/ IMF sup-
port, “soft” restructuring of outstanding 
bonds & privatization program; US gover-
nment forced  to fiscal reform till 2 August 
when critical debt limit will be reached . 

 

Tactical Asset Allocation 

 Forex: US low yield  bring further USD 
weakness against EUR & major currencies; 
EUR/ USD expected  at 1.43 in 12 months’ 
timeiii. Further trend  in appreciation of EM 
(Asian) currencies against USD. AUD 
position closed  as currency is rich valued; 

 Bonds incl. High Yields (N iv ): Favor 
corporate over government, selecting short 
maturity & weaker credits or EM bonds in 
hard  & local currency. 

 Equities (N): Market correction in May 
offers opportunity to add positions with 
attractive valuations; Favor EM region and 
move some exposure to late cyclicals 
(Energy, Financials). 

 Commodities (N): Buying opportunity 
after setbacks last month. Gold>1530$/ oz 
& Oil price > 100$/ bbl (WTI); 

 

 

 

 

 

 

Investment Ideas 

 Equities: 4 Months Structured  Investment  
Product (SIP) with Barrier at maturity in 
USD, EUR & CHF (hedged): (1) on 
Arcelor Mittal & Halliburton ; 

ETFs on  EM (Asia/ Brazil) and  companies 
with EM exposure; Sectors: favor Energy, 
IT, Health Care & EM Telecom; 

 Bonds: 2.15% Volkswagen (2016) in RMB 

 Commodities: SIP on Silver for 3 months 
and  SIP on Brent Crude Oil for 1 year 
(autocallable each quarter) in USD, EUR 
& CHF (hedged); 

 

 

 

                                                           
i
 Emerging Markets 

ii
 Developed  Markets 

iii
 Average street forecast by 10 banks - May 2011 

iv
  How to read: (U) underweight; (N) Neutral; (O) Overweight 


