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Our tactical bets – Balanced portfolio  

 Nov-11 Oct-11 Sept-11 

EQUITIES = = - 
Eurozone = = - 
Europe ex Euro = = = 
US + = = 
Japan = = = 
Asia ex Japan - = = 
Large caps = = = 
Small caps = = = 
Emerging Markets = = = 
Energy sector = = = 
FIXED INCOME  = = = 

 Eurozone Bonds  - - - 
 World ex Eurozone Bonds  = = = 
 Inflation linked Bonds = = = 
 Investment Grade Credit  + + + 
 Cash = = = 
 DIVERSIFICATION + + + 
 Convertible Bonds + + + 

 US Short Duration High 
Yield 

= = = 

 Yen = = = 
 USD = = = 
 Commodities = = = 

 
 

Asset Allocation 

Asset Classes Over / Underweighting
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Our indicators headlights 

 11/2011* 10/2011** Trend 
EUR/USD 1.35 1.38 - 
S&P 500 1251 1214 + 
EuroStoxx 50 2267 2357 - 
Crude oil 101.98 86.70 + 
10 years Bund 1.81 2.16 - 

* Figures as of 16/11/2011. ** Figures as of 14/10/2011. 
 

 

Review and Outlook 
 In October, financial markets moved in line with news as to progress on the capacity 
of the EU to resolve the Eurozone sovereign debt crisis. In the United States, macro-
economic data and the Q3 reporting season helped to reassure markets that the risk of 
recession was slim. Towards the end of the month, details of the EU summit 
announcing progress towards a firm solution for Greek debt and new firepower for the 
EFSF fuelled a sharp rally in risk assets. Volatility remained high and once again 
markets were completely driven by the perception of Eurozone risk.  
 
On the macro news front, there was quite a dichotomy between the US and the 
Eurozone. In the US news flow was a little better. The ISM recovered slightly, 
employment data was higher than expected with 103,000 jobs created in September 
and GDP figures in line at 2.5% QoQ annualised. On the monetary policy front the 
Federal Reserve confirmed the implementation of Operation ‘Twist’ which supports 
lower rates for longer. However numbers in the Eurozone were weaker than expected 
and almost all PMI indices dropped further. The ECB continued to offer liquidity in 
order to avoid a credit crunch. In the UK, the BOE also announced an asset buying 
programme in order to support growth.  
 
Equity markets closed the month sharply higher which helped to compensate for the 
dreadful September performance. In the US, the S&P 500 gained +10.9% in U$. In 
the Eurozone, the Eurostoxx 50 jumped +9.5% reassured by the seeming progress on 
the political front. In the UK, the FTSE 100 which had outperformed so far this year 
gained 8.2% (GBP). Asian markets were driven by local news and fears of slower 
growth in China. The Japanese market was almost flat at 0.40% (Topix in Yen) whilst 
the Shanghai Composite gained 4.6%.   
Against this background, core bond markets partly managed to hang on to last months 
gains. The 10 year German yield rose slightly to 2.02%. However peripheral spreads 
widened again. The Italian 10 year yield exceeded 6% whilst Spanish 10 years traded 
at 5.54%. Credit markets were volatile but managed to rally nicely at the end of the 
month as Sovereign debt tensions eased.  
 
In terms of asset allocation the situation is challenging. Better US macro-economic 
data has been completely drowned out by the deepening EZ debt crisis. It now seems 
unlikely that the Eurozone can avoid a recession in the early part of 2012 as banks 
shrink their balance sheets and fiscal tightening increases. We see value in certain 
asset classes; in particular in Investment Grade Credit and in certain equities. 
Nevertheless, we retain our slightly cautious stance as we expect markets to remain 
very volatile. We need to see clear progress on the resolution of the Eurozone 
Sovereign debt crisis and more visibility as to the extent of the global slow-down in 
order to increase risk in portfolios. The Policy response is key and difficult to predict. 
New Governments are expected in Greece and in Italy. We remain neutral on equities 
and would favour the US relative to Pacific Basin equities. EZ equities are attractively 
priced but will stay volatile until the Sovereign debt crisis calms.  Within the fixed 
income bucket we continue to privilege Investment Grade Credit.  
 
This document is used for informational purposes only and does not constitute, on AXA Investment Managers Paris part, 
an offer to buy or sell, solicitation or investment advice. It has been established on the basis of data, projections, 
forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the expression of an 
opinion, based on available data at a specific date. Due to the subjective and indicative aspect of these analyses, we 
draw your attention to the fact that the effective evolution of the economic variables and values of the financial markets 
could be significantly different from the indications (projections, forecast, anticipations and hypothesis) which are 
communicated in this document.  
Furthermore, due to simplification, the information given in this document can only be viewed as subjective. This 
document may be modified without notice and AXA Investment Managers Paris may, but shall not be obligated, update 
or otherwise revise this document. All information in this document is established on data given made public by official 
providers of economic and market statistics. AXA Investment Managers Paris disclaims any and all liability relating to a 
decision based on or for reliance on this document. 
Furthermore, due to the subjective nature of these analysis and opinions, these data, projections, forecasts, 
anticipations, hypothesis and/or opinions are not necessary used or followed by AXA IM Paris’ management teams or its 
affiliates who may act based on their own opinions and as independent departments within the Company. 
By accepting this information, the recipients of this document agrees that it will use the information only to evaluate its 
potential interest in the strategies described herein and for no other purpose and will not divulge any such information to 
any other party. Any reproduction of this information, in whole or in part, is unless otherwise authorised by AXA IM 
prohibited. 
Sources: AXA Investment Managers Paris as of 14/02/2011. Editor: AXA Investment Managers Paris 


