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Highlights 

 Economics: Recently published  economic 
indicators better than anticipated . 
Moderate growth in US, soft recession in 
Europe in 1H 2012 and soft landing in EMi 
expected .  

 Inflation: Inflation will not be an issue 
2012. Inflation pressure will ease during 
the year due to economic slowdown and 
falling soft commodity prices. 

 Central bank interest rates: DMii: ECB cut 
interest rates 25bp to 1%, there is more to 
come. FED on hold  at 0.25% until at least 
mid  2013. EM: BRZ is expected  to lower 
rates again in January as economic growth 
stagnates. RU-CB surprisingly cut rates 
25bp to 8%. India kept rates steady at 7.5% 
as well as PBoC (CN) at 6.56% and the 
minimum reserve rate for banks at 21%. 

 Capital market rates: Despite massive 
capital injections by the ECB the European 
interbank lending market is still 
malfunctioning. CDS Spreads of the PIIGS 
countries (Portugal, Italy, Ireland, Greece 
and Spain) widened again in the 
beginning of January. 10-year government 
bond yields of Italy rose above 7% which 
creates serious refinancing problems. 

 

Tactical Asset Allocation 

 Forex: Problems in Europe still weight on 
the EUR for the short term. However, 
EUR/ USD is expected  to be at 1.30 in 12 
months’ timeiii. Pressure on EM currencies 
in short-term. 

 Bonds incl. High Yields (U iv ): US and 
German 10Y government bond yields at 
record  lows (US 1.95%, Ger 1.85%). 
Sovereign bonds unattractive, we favor 
corporate bonds (non-financial issuers) and 
High Yields & focus on shorter maturities. 

 Equities (U): Ongoing European debt crisis 
and  uncertainties concerning the 
recapitalization needs of European banks 
keeps volatility high ; waiting for clear 
signals. 

 Commodities (N): Short term sideways 
trend in Gold  expected  (1’550 – 1’650 
$/ oz.). Oil (WTI) overbought. 

 

 

 
Investment Ideas 

 Equities: High d ividend and technology 
stocks should  outperform in a low growth 
environment. The global technology 
sector is the only sector that is net cash 
positive. Otherwise we focus on 
companies with healthy balance sheets 
e.g. consumer staples (food & beverage) 
and health care. 
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EUR/USD 52wk 

 

                                                           
i   Emerging Markets 
ii
  Developed  Markets  

iii 
 Average Bloomberg consensus estimate by 45 banks 
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iv  

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


