
Asset allocation letter 
Markets are worried, caution prevails 
 

Asset allocation team’s convictions 

J u l y  2 0 1 1  
 

www.axa-im.com  
 
AXA INVESTMENT MANAGERS PARIS , a company incorporated under the laws of France, having its 
registered office located at Cœur Défense Tour B La Défense 4, 100, Esplanade du Général de Gaulle  
92400 Courbevoie, registered with the Nanterre Trade and Companies Register under number 353 534 506,  
a Portfolio Management Company, holder of AMF approval no. GP 92-08, issued on 7 April 1992.  
Portfolio Management Company, holder of AMF approval no. GP 92-08, issued on 7 April 1992.  

 

 

 

Our tactical bets – Balanced portfolio  

 July-11 Jun-11 May-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 

 07/2011* 06/2011** Trend 
EUR/USD 1.41 1.42 - 
S&P 500 1308.87 1285 + 
EuroStoxx 50 2679.53 2740 - 
Crude oil 95.29 100 - 
10 years Bund 2.70 2.97 - 

* Figures as of 15/ 07/2011. ** Figures as of 15/06/2011. 
 

Review and Outlook 
Following on from events in May, financial markets continued to be driven by uncertainties 
about the sustainability of the global recovery and the ability of the European Union and 
International Authorities to contain the Eurzone Sovereign debt crisis. Volatility remained high 
especially in European markets (V2X varying between 20.35% and 28.85%) whereas the VIX – 
measuring volatility on the US market – moved within a range of 15.5% and 24.6%. This led 
investors to remain cautious for most of the month favouring sovereign debt from core European 
countries over risky assets. However, the announcement of a new plan to help Greece followed 
by the approval of austerity measures by the Greek Parliament triggered a rebound in equity 
markets at the end of the month. 
 
Economic statistics in May were soft, especially in the US. The manufacturing ISM fell from 
60.4 to 53.5 and as did job creation which fell from 244,000 new jobs for April to only 54,000 
for May. The Fed kept its interest rates low and disclosed some details on a potential tightening 
on the back of the end of QE2. In Europe, the ECB confirmed that it will hike rates in July whilst 
in the UK, the Bank of England maintained its record low base rate despite facing high levels of 
inflation amidst fears of an economic slow-down. 
 
In this context, equity markets posted disparate performance in June: the US market fell 1.7% to 
1320 having fallen as low as 1258.5 during the month; it is now up 6% year-to-date (S&P 500 in 
local currency). In Europe, the Eurostoxx 50 posted a loss of -0.3% largely driven by volatility 
within the peripheral countries. However the Eurostoxx 50 is up 4.6% since beginning of the 
year whereas the UK market fell         - 0.4% last month and was up 3% year-to-date (FTSE 100 
in local currency). In Asia, the Japanese market rose 1.3% in June, the first monthly rise since the 
Sendai disaster in March, however, the market remains down 4.4% year-to-date (TOPIX in local 
currency).  The Chinese market delivered +2% in June and is flat since beginning of the year 
(Shanghai Composite in local currency) primarily as a result of monetary tightening by the 
Chinese Central Bank.  
 
In this environment, bond markets benefited from the uncertain outlook on the global recovery 
which triggered a flight to quality. In Europe, the German 10Y rate remains at 3.02% despite the 
ECB announcing a hike in their base rate. Spreads of the peripheral countries (Portugal, Ireland, 
Greece, Italy and Spain) widened. In the US questions about introducing a debt cap provoked the 
10Y T-Note to jump to 3.16% (+10bps). Corporate bonds fell in June as credit spreads widened 
on rising concerns of the impact of a Greek default on financial institutions. 
 
Looking forward we continue to think that growth should improve into the second half albeit 
modestly. Inflationary pressures are easing slightly which means that most Central Banks with 
the exception of the ECB remain accommodative. We add to our Japanese equity exposure where 
we expect a sharp rebound in profits combined with attractive valuations. We are underweight 
Government bonds and continue to like Investment Grade credit. We are obviously keeping a 
close watch on the unfolding events in the Eurozone and in the event the environment 
deteriorates sharply we will not hesitate to adjust our asset allocation.  
 
 
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 


