
1Please note the risk notifi cations and explanations at the end of this document

www.raiffeisenresearch.com

Financial Markets Global StrategyFinancial Markets Global Strategy
1st quarter 2017

Politics gets heavily involved 

 More expansive fi scal policy on the horizon 

 Infl ation set to surge 

Equity markets: Trump results in winners & losers

Equities still a better choice than bonds
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Topic

Political events and their implications for the capital market

  Donald Trump launches expansive fi scal policy
  Less fi scal discipline in Europe due to elections?
  Infl ation expectations twist the yield curve

 Financial analyst: Peter Brezinschek

Recommendations*

Stock markets:

Buy DAX, Euro STOXX 50, SMI, S&P 
500, Nasdaq Comp., Nikkei 225

Hold Dow Jones Industrials, HSCEI
Industries: 

Over-
weight

Financials, Materials, Energy, Con-
sumer discretionary, IT, Telecommu-
nication, Industrials

Under-
weight

Healthcare,  Consumer staples, 
Utilities

Government bond markets:

Sell DE2Jy, DE5y, DE10y
Hold US2y, US10y
Spread:

Buy AT-DE10y, FR-DE10y, IE-DE10y
Hold  IT-DE10y, ES-DE10y, PT-DE10y
Corporate bond markets:

Hold Non-Financials, Financials
FX markets:

Buy EUR/GBP

Hold EUR/USD
* horizon: end of 1st quarter 2017
Source: RBI/Raiffeisen RESEARCH

Euro area: monetary policy & bonds

Yield DE 10y: 5y high: 2.04%; 5y low: -0.22%
Source: Thomson Reuters, RBI/Raiffeisen RE-SEARCH
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Rising infl ation expectations 

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Political changes were a major factor in 2016. Along with Brexit and the surpris-
ing result of the US election, the capital markets were also impacted by the failure 
of the constitutional reform in Italy.
Several important elections are scheduled in Europe in 2017, as voters will be 
going to the polls in the Netherlands, France and Germany, and probably also 
in Italy. And with regard to the last of these, the risk of deep-reaching changes 
is clearly the highest. Furthermore, the capital shortfalls at Italian banks have 
weighed on the investment climate. In relation to the extension of the ECB’s asset 
purchase programme (quantitative easing), the fragile situation in Italy had an 
influence in stabilising the euro area. Expansive monetary policy is still in place 
in many parts of the world.
But the shift in the USA towards a very expansive fiscal policy with a significant 
increase in budget deficits will lead to a new dynamic in the markets. One of 
the first measures of Donald Trump as president will be to launch a massive tax 
reduction programme (for both companies and private households). In addition 
to this, an infrastructure programme will be started, and this was quickly antici-
pated by the equity markets. The situation is very similar to what happened when 
Ronald Reagan took office. Whether or not similar plans will be launched in 
Europe remains to be seen. But the likelihood of looser fiscal policy in the EU is 
also increasing. Italy may play a prominent role in this regard.
Inflation expectations are beginning to rise, because in the meantime commodity 
and energy prices have turned significantly higher. In parallel with this, long-term 
capital market rates have moved sharply upwards since the election of Donald 
Trump. In the USA, the increase in yields amounted to 90 basis points, while a 
rise of 55 basis points was seen in Germany, and more than 100 basis points 
in some of the emerging markets. As a result, the yield curve has grown steeper. 
This development will probably be typical for 2017.
How will monetary policy react to this? The trend in interest rates will head higher 
in the USA, even though it will not proceed very quickly by historical standards. 
The deviation between market expectations and the Fed’s forward guidance on 
interest rates has narrowed considerably since the US elections. The quicker the 
changes in interest rates occur, the smaller the increase in long-term yields will 
be. And this is also relevant for the long-end of the European bond market.
Impact on the currency markets
The widening interest rate differential between the USA and the euro area should 
mainly benefit USD during the first half of 2017. By contrast, we expect little 
movement by CHF versus EUR.
Impact on the capital markets
The earning expectations for 2017 are ambitious, but in the case of the USA sig-
nificant tax cuts are realistic. The moderate economic recovery and ample supply 
of liquidity by the central banks will continue, leaving positive factors in place for 
the equity markets. The global linkage of yields on longer maturities will lead to 
falling prices for bonds, but the short end should avoid this thanks to the QE pro-
gramme in Europe, both in relation to government bonds and corporate bonds.

y
m
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Forecasts

GDP (real % yoy)

Countries 2015 2016e 2017f 2018f

Austria 1.0 1.4 1.3 1.5
Germany 1.5 1.8 1.7 1.5
France 1.2 1.2 1.4 1.5
Belgium1 1.5 1.3 1.3 1.4
Netherlands1 2.0 1.7 1.6 1.7
Finland1 0.2 0.9 1.0 1.4
Ireland1 26.3 4.4 3.1 3.1
Italy 0.6 0.9 0.6 1.0
Spain 3.2 3.3 2.5 1.9
Portugal1 1.6 1.0 1.2 1.3
Greece1 -0.3 -0.4 1.3 1.7
Euro area 2.0 1.6 1.5 1.7

GB1 2.2 1.9 1.0 1.2
Switzerland 0.8 1.5 1.7 1.7
USA 2.6 1.6 2.4 2.2

China 6.9 6.7 6.5 6.0
1) Consensus
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH; 

Consumer price index (% yoy)

Countries 2015 2016e 2017f 2018f

Austria 0.8 1.0 2.0 2.1
Germany 0.1 0.7 1.9 2.2
France 0.1 0.3 1.4 1.3
Belgium1 0.6 1.8 1.8 1.9
Netherlands1 0.2 0.2 1.1 1.4
Finland1 -0.2 0.4 1.2 1.8
Ireland1 0.0 0.3 1.4 1.4
Italy 0.1 0.0 1.3 1.4
Spain -0.6 -0.4 1.7 1.6
Portugal1 0.5 0.6 1.2 1.4
Greece1 -1.1 0.1 0.9 1.1
Euro area 0.0 0.2 1.5 1.5

GB1 0.0 0.7 2.5 2.6
Switzerland -1.1 -0.3 0.5 0.7
USA 0.1 1.4 2.2 2.5

China 1.4 2.0 2.5 2.7
1) Consensus
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH; 

Current account balance (% of GDP)

Countries 2015 2016e 2017f 2018f

Austria 1.8 1.9 1.5 1.7
Germany 8.3 9.0 8.5 8.0
France -0.2 -1.6 -1.5 -1.5
Belgium1 0.4 0.9 0.9 1.0
Netherlands1 8.7 8.9 8.6 7.9
Finland1 -0.4 -0.4 -0.1 0.0
Ireland1 10.2 6.5 5.9 5.8
Italy 1.6 2.7 2.8 2.6
Spain 1.4 1.9 1.5 1.4
Portugal1 0.4 0.3 0.3 0.3
Greece1 0.1 0.4 0.5 0.5
Euro area 3.1 3.3 3.3 3.1

GB1 -5.4 -5.6 -4.9 -3.3
Switzerland 11.1 8.9 9.8 8.8
USA -2.6 -3.2 -3.5 -3.5

China 3.1 2.5 1.8 1.5
1) Consensus
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH; 

General budget balance (% of GDP)

Countries 2015 2016e 2017f 2018f

Austria -1.2 -1.3 -1.2 -1.1
Germany 0.7 0.2 0.1 0.0
France -3.5 -3.3 -2.9 -3.1
Belgium -2.5 -3.0 -2.3 -2.4
Netherlands -1.9 -0.8 -0.3 -0.1
Finland -2.8 -2.4 -2.5 -2.0
Ireland -1.9 -1.1 -0.7 -0.3
Italy -2.6 -2.3 -2.6 -2.5
Spain -5.1 -4.4 -3.4 -3.2
Portugal -4.4 -2.7 -2.2 -2.4
Greece -7.5 -2.5 -1.0 0.9
Euro area -2.1 -1.8 -1.5 -1.5

GB -4.3 -3.5 -2.8 -2.3
Switzerland -0.2 1.5 -0.2 0.0
USA -2.4 -3.2 -3.5 -2.6

China -3.4 -3.0 -3.5 -3.7
Source: Thomson Reuters, EU Commission, IMF, national 
governments, RBI/Raiffeisen RESEARCH

Currencies: FX per Euro

current Forecast

Countries 15-Dec 161 Mar-17 Jun-17 Sep-17 Dec-17

USA 1.05 1.04 1.02 1.02 1.05

Switzerland 1.07 1.10 1.10 1.12 1.12

GB 0.84 0.86 0.86 0.86 0.86

China 7.27 7.23 7.14 7.19 7.46

Sweden2 9.74 9.40 9.31 9.21 9.13

Norway2 9.03 8.92 8.88 8.84 8.80
1) 9:00 a.m. CET
2) Consensus estimates
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Ratings

Moody's S&P Fitch

Austria Aa1 (s) AA+ (s) AA+ (s)

Germany Aaa (s) AAA (s) AAA (s)

France Aa2 (s) AA (n) AA (s)

Belgium Aa3 (s) AA (s) AA (n)

Netherlands Aaa (s) AAA (s) AAA (s)

Finland Aa1 (s) AA+ (n) AA+ (s)

Ireland A3 (p) A+ (s) A (s)

Italy Baa2 (s) BBB- (s) BBB+ (s)

Spain Baa2 (s) BBB+ (s) BBB+ (s)

Portugal Ba1 (s) BB+ (s) BB+ (s)

Greece Caa3 (s) B- (s) CCC (n.a.)

GB Aa1 (n) AA (n) AA (n)

Switzerland Aaa (s) AAA (s) AAA (s)

USA Aaa (s) AA+ (s) AAA (s)

Japan A1 (s) A+ (s) A (n)

China Aa3 (n) AA- (n) A+ (s)
Outlook: p = positive, n = negative, s = stable
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Public debt (% of GDP)

Countries 2015 2016e 2017f 2018f

Austria 86.2 83.4 81.1 79.5
Germany 71.2 68.6 66.3 64.0
France 96.2 96.4 96.8 97.1
Belgium 105.8 107.0 107.1 106.4
Netherlands 65.1 63.0 61.3 59.3
Finland 63.6 65.4 67.1 68.1
Ireland 78.6 85.0 82.1 78.7
Italy 132.3 132.7 133.5 132.5
Spain 99.8 99.2 99.0 99.5
Portugal 129.0 130.3 129.5 127.8
Greece 177.4 181.6 179.1 172.4
Euro area 90.4 89.4 88.5 87.4

GB 89.1 89.2 88.9 87.5
Switzerland 46.4 43.1 46.0 45.5
USA 101.9 105.5 105.6 104.9

China 16.7 17.3 18.0 18.5
Source: Thomson Reuters, EU Commission, IMF, national 
governments, RBI/Raiffeisen RESEARCH

EUR/USD

5y high: 1.393 , 5y low: 1.042
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Forecasts

Money market rates 3M (%)
current Forecast

Countries 15-Dec 20161 Mar-17 Jun-17 Sep-17 Dec-17

Euro area -0.32 -0.30 -0.30 -0.30 -0.30

GB2 0.38 0.40 0.40 0.40 0.40

Switzerland -0.74 -0.75 -0.75 -0.75 -0.75

USA 0.97 1.15 1.40 1.40 1.65

1 9:00 a.m. CET; 2 Consensus
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Government bond yields 10y (%)
current Forecast

Countries 15-Dec 20161 Mar-17 Jun-17 Sep-17 Dec-17

Austria 0.64 0.7 0.7 0.8 1.0

Germany 0.38 0.5 0.5 0.5 0.7

France 0.85 0.9 1.0 1.0 1.2

Italy 1.89 2.0 2.1 2.3 2.6

Spain 1.52 1.7 1.8 2.1 2.4

GB2 1.38 1.5 1.6 1.6 1.7

Switzerland -0.06 -0.2 -0.2 0.0 0.2

USA 2.61 2.7 2.5 2.7 2.9
1 9:00 a.m. CET; 2 Consensus
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Government bond yields 2y (%)
current Forecast

Countries Mar-17 Jun-17 Sep-17 Dec-17

DE -0.76 -0.7 -0.7 -0.7 -0.6

CH -0.87 -0.9 -0.8 -0.8 -0.7

USA 1.29 1.3 1.4 1.4 1.5
1 9:00 a.m. CET
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Stock markets
current Forecasts

15-Dec 20161 Mar-17 Jun-17 Sep-17 Dec-17

Euro STOXX 50 3,250 3,350 3,470 3,250 3,450

DAX 30 11,366 11,900 12,100 11,500 12,000

SMI 8,214 8,500 8,650 8,250 8,450

DJIA 19,852 20,400 21,100 20,200 21,000

S&P 500 2,262 2,350 2,400 2,300 2,400

Nasdaq Comp. 5,457 5,650 5,800 5,500 5,700

Nikkei 225 19,274 20,000 20,900 19,600 20,700

Hang Seng CE 9,479 9,700 9,800 9,350 9,500
111:59 p.m. CET closing prices on the respective main stock exchange
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Yield spread 10y - 2y (pp)

DE 5y high 1.776;  5y low 0.335
USA 5y high 2.650; 5y low 0.748
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Government bond yields 5y (%)
current Forecast

Countries Mar-17 Jun-17 Sep-17 Dec-17

DE -0.44 -0.3 -0.3 -0.2 0.0

CH -0.62 -0.7 -0.6 -0.4 -0.3

USA 2.09 2.1 2.0 2.1 2.2
1 9:00 a.m. CET
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Euribor 3m (%)

5y high: 1.419 , 5y low: -0.318
* Forward rate agreement
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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History Forecast FRA*

S&P 500 and Euro STOXX 50

S&P 500: 5y high: 2,069, 5y low: 1,205
Euro STOXX 50: 5y high: 3,829, 5y low: 2,272
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Credit markets*
current Forecasts

15-Dec 20161 Mar-17 Jun-17 Sep-17 Dec-17

IG Non-Fin 113 105 100 110 130

High-Yield 371 350 345 385 480

Financials Senior 106 100 95 105 120

Financials Subord. 244 230 225 245 280
111:59 p.m. CET closing prices 
* Option Adjusted Spread over Bund (in bp) 
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Spread history IG vs HY***

*BofA Merrill Lynch Euro Non-Financial Index
**BofA Merrill Lynch Euro High Yield Constrained Exclu-
ding Subordinated Financials
*** Option adjusted spread (OAS) in basispoints
Source: Bloomberg, BofA Merrill Lynch, RBI/Raiffeisen 
RESEARCH
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Risk notifications and explanations

Risk notifi cations and explanations

Warnings
  Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the devel-

opment of a financial instrument, a financial index or a securities service. This is particularly true in cases when the 
financial instrument, financial index or securities service has been offered for less than 12 months. In particular, this very 
short comparison period is not a reliable indicator for future results.

  Performance of a financial instrument, a financial index or a securities service is reduced by commissions, fees and other 
charges, which depend on the individual circumstances of the investor.

  The return on an investment in a financial instrument, a financial or securities service can rise or fall due to exchange 
rate fluctuations.

  Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may devi-
ate from the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of a 
financial instrument, a financial index or a securities service. 

Any information and recommendations designated as such in this publication which are contributed by analysts from RBI’s 
subsidiary banks or from Raiffeisen Centrobank (“RCB”) are disseminated unaltered under RBI’s responsibility. 

A description of the concepts and methods used in the preparation of financial analyses is available under: 
www.raiffeisenresearch.com/concept_and_methods

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the con-
text of financial analyses) is available under: www.raiffeisenresearch.com/sensitivity_analysis

Disclosure of circumstances and interests which may jeopardise the objectivity of RBI:
www.raiffeisenresearch.com/disclosuresobjectivity

The distribution of all recommendations relating to the 12 months prior to the publications date (column A), as well as 
the distribution of recommendations in the context of which services of investment fi rms set out in Sections A (investment 
services and activities) and B (ancillary services) of Annex I of Directive 2014/65/EU of the European Parliament and of 
the Council (“special services”) have been provided in the past 12 months (column B). 

Investment recommendation

Column A
Basis: All recommendations for all fi nancial instruments 

(last 12 months)

Column B
Basis: Recommendations for fi nancial instruments of all issuers, 
for which special services were rendered in the last 12 months 

Buy recommendations 46.6% 61.5%

Hold recommendations 35.9% 38.5%

Sell recommendations 17.5% 0.0%

Detailed information on recommendations concerning financial instruments or issuers disseminated during a period of 12 month 
prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2016) is available under: 
https://raiffeisenresearch.com/web/rbi-research-portal/recommendation_history

E.ON Start of Coverage 29/11/2002

ISIN
Date of past recom-
mendations Company

Recommen-
dation

DE000ENAG999 12.10.2016 E.ON Hold

DE000ENAG999 29.08.2016 E.ON Hold

DE000ENAG999 06.07.2016 E.ON Hold

DE000ENAG999 23.03.2016 E.ON Hold

DE000ENAG999 21.12.2015 E.ON Hold

DE000ENAG999 01.10.2015 E.ON Sell

RWE Start of Coverage 19/03/2004

ISIN
Date of past recom-
mendations Company

Recommen-
dation

DE0007037129 17.10.2016 RWE Sell

DE0007037129 22.08.2016 RWE Sell

DE0007037129 24.03.2016 RWE Hold

DE0007037129 15.12.2015 RWE Hold

Disclosure Single stocks
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Technical analysis

Government bonds
Outright: Recommendations concerning fi nancial instruments or issuers (disseminated during a period of 12 month prior to 
this publication), which differ from recommendations made in this publication with a recommendation horizon of 1-4 months
Issuer DE US
Maturity segment 2Y 5Y 10Y 2Y 10Y

17/12/2015 Sell Hold Sell Sell Sell
31/12/2015 I I I l l
21/01/2016 I Sell l l l
26/02/2016 Sell I Sell Sell Sell
11/03/2016 I n.v. n.v. l l
18/03/2016 I Sell Hold l l
01/04/2016 I I l l l
29/04/2016 I I Sell l l
27/05/2016 Sell I Sell Sell Sell
09/06/2016 I Sell l l l
01/07/2016 Sell I Sell Sell Sell
08/07/2016 I Sell I I I
22/07/2016 I I Hold I I
28/07/2016 I I Sell I I
05/09/2016 Sell Sell Sell Sell Sell
16/09/2016 Sell Sell Sell I I
23/09/2016 I I I Sell Sell
28/10/2016 I Hold Hold I I
11/11/2016 I I Buy I Hold
18/11/2016 I I I Hold I
25/11/2016 Sell Sell Hold Hold Hold
16/12/2016 Sell Sell Sell Hold Hold

I ... no change

Spread: Recommendations concerning fi nancial instruments or issuers (disseminated during a period of 12 month prior 
to this publication), which differ from recommendations made in this publication with a recommendation horizon of 1-4 
months
Issuer AT-DE FR-DE IT-DE ES-DE IE-DE PT-DE DE-DE
Maturity segment 10Y-10Y 10Y-10Y 10Y-10Y 10Y-10Y 10Y-10Y 10Y-10Y 10Y-2Y

18/12/2015 Buy Buy Buy Buy Buy Buy Sell
11/01/2016 l l l l l l l
26/02/2016 Buy Buy Buy Buy Buy Buy Sell
11/03/2016 l l l l l l n.v.
18/03/2016 l l l l l l Hold
01/04/2016 Buy Buy Buy Buy
27/05/2016 Buy Buy Buy Buy Buy Buy Sell
06/06/2016 l l l l l l l
29/06/2016 Hold Hold Hold Hold Hold Hold l
01/07/2016 l l l l l l Sell
15/07/2016 l l l l l l Hold
03/08/2016 Hold Hold Hold Hold Hold Hold l
05/09/2016 Hold Hold Hold Hold Hold Hold Hold
16/09/2016 l l l l l l Sell
23/09/2016 Hold Hold Hold Hold Hold Hold l
10/10/2016 l l l l l l l
28/10/2016 Hold Hold Hold Hold Hold Hold Hold
04/11/2016 l l l l l l l
18/11/2016 Buy Buy l l Buy l I
25/11/2016 Buy Buy Hold Hold Buy Hold Hold
16/12/2016 Buy Buy Hold Hold Buy Hold Sell

I ... no change

Recommendations concerning fi nancial instruments or issuers (disseminated during a period of 12 month prior to this publica-
tion), which differ from recommendations made in this publication with a recommendation horizon of 1-4 months
Datum EUR Bund Future U.S. T.-Note Future Nasdaq 100 Future DAX 30 Future DJIA Future
17/12/2015 Bullish Neutral Bullish Neutral Bullish

25/03/2016 Neutral Neutral Neutral Neutral Neutral

30/03/2016 Neutral Neutral Neutral Neutral Neutral

22/09/2016 Bearish Neutral Neutral Neutral Neutral

14/12/2016 BEARISH BEARISH BULLISH BULLISH BULLISH
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Disclaimer Financial Analysis
Responsible for this publication: Raiffeisen Bank International AG („RBI“)

RBI is a credit institution according to §1 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna, Austria.

Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG is subject to the supervision 
by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank). Addition-
ally, RBI is subject to the supervision by the European Central Bank (ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), 
which consists of the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly 
otherwise, references to legal norms refer to norms enacted by the Republic of Austria.

This document is for information purposes and may not be reproduced or distributed to other persons without RBI’s permission. This document constitutes neither 
a solicitation of an offer nor a prospectus in the sense of the Austrian Capital Market Act (Kapitalmarktgesetz) or the Austrian Stock Exchange Act (Börsegesetz) 
or any other comparable foreign law. An investment decision in respect of a financial instrument, a financial product or an investment (all hereinafter “product”) 
must be made on the basis of an approved, published prospectus or the complete documentation for such a product in question, and not on the basis of this 
document.

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Austrian Securities Supervision Act (Wertpa-
pieraufsichtsgesetz). Neither this document nor any of its components shall form the basis for any kind of contract or commitment whatsoever. This document is 
not a substitute for the necessary advice on the purchase or sale of a financial instrument, a financial product or advice on an investment. In respect of the sale 
or purchase of one of the above mentioned products, your banking advisor can provide individualised advice suitable for investments and financial products.

This analysis is fundamentally based on generally available information and not on confidential information which the party preparing the analysis has ob-
tained exclusively on the basis of his/her client relationship to a person. 

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any assurances regarding its accuracy 
and completeness. 

In emerging markets, there may be higher settlement and custody risk as compared to markets with established infrastructure. The liquidity of stocks/financial 
instruments may be influenced, amongst others, by the number of market makers. Both of these circumstances can result in elevated risk in relation to the safety 
of investments made in consideration of the information contained in this document.
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