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Highlights 

 Economics: After severe correction, global 
markets start to price in global recession; 
substantial decline of leading indicators; 
Higher risk aversion as EU politicians do 
not agree on any solution to solve Greek 
and EU debt crisis yet; slump in EMi after 
prior decrease in  DMii. 

 Inflation: To peak in many EM economies 
with past decline in commodity prices; 
inflation in Europe & UK > 2%, higher this 
year than ECB’s & BoE’s target rate. Less 
of an issue in US. 

 Central bank interest rates: FED 0.25% (-), 
next 2 Nov; ECB 1.5% (-), next 6 Oct – no 
change expected . FED to remain on hold 
until 2012; Russian rate unchanged 
(8.25%); EM central banks to halt 
tightening process (China, Brazil). 

 Capital market rates: Discussion over next 
tranche EUR 8bn to avoid  Greek default in 
October; Greek default a possible scenario; 
after increase of US debt ceiling, congress 
to work on savings p lan. 

 
Tactical Asset Allocation 

 Forex: Downside pressure on EUR with 
deteriorating European debt crisis despite 
higher yield s; However EUR/ USD 
expected  at 1.45 in 12 months’ time iii . 
Pressure on EM currencies in short-term. 

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

 Equities (U): Stocks enter bear market with  
high risk aversion and market sentiment on 
panic levels. However attractive valuations 
could  bring some near-term entry points. 

 Commodities (N): Sharp correction along 
all commodities, also in precious metals 
bringing Gold  back <1700$/ oz & oil price < 
85$/ bbl (WTI); 

 

 

 
 

 

 
 

 
 

 

Investment Ideas 

 Equities: Focus on defensive sectors as 
consumer staples (food & beverage), 
Health care or Telecommunication and 
companies less exposed to European 
sovereign dept crisis; 

 

 

 

                                                           
i
 Emerging markets 

ii
 Developed  markets 

iii
 Average street forecast by 10 banks - September 2011 

iv
  How to read: (U) underweight; (N) neutral; (O) overweight 


