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Recession not over yet
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This past week, relevant economic data was in short supply. One noteworthy de-

06 velopment was the stabilisation in initial jobless claims at below 370K, follow-
08 2.Q.2011 3.Q.2011 4.0.2011 1.Q.2012 ing an increase to 390K in April. With this, the outlook for the development of
1 ey u PRCin & Austria employment in May has improved tangibly. The trade balance figures for March
[] Net?\ londs Y X . . . . . . . .
confirmed the expectations of a significant widening in the trade deficit, which
Source: Thomson Reuters, Raiffeisen RESEARCH rose from USD 44.1 bn to USD 48.9 bn in real terms. In terms of the data, the
Bund Future week ended with producer prices for April and the first results of the University
of Michigan consumer confidence survey for May.
1 Next week, there are numerous indicators on the agenda again. The main at-
izz traction will probably be retail sales data for April (Tue): As consumers increased
4 their spending strongly in the period Jan-Mar, we expect o see a considerably
142 ' more moderate development in April. In month-on-month terms, retail sales prob-
141 | | ably only managed an increase of 0.2%, after average growth of 0.8% mom in
Rl IR [ the first three months of the year. Another bit of Tuesday data is the Empire State
o Manufacturing Index, the first important regional sentiment indicator for this
izz month: similar to the expectations for the Philadelphia Fed Index (Thu), consen-
13-Apr  20-Apr  27-Apr  O4-May 11-May sus anticipates a mild improvement in sentiment. Nevertheless, the trend would
still be pointing downwards. Turning to consumer prices (Tues), due to the eas-
Source: Bloomberg ing pressure from food and oil prices we project a decline in inflation from 2.7%
T-Note Future yoy to 2.3% yoy. Wednesday then features the April figures on industrial produc-
1335
Key figures
133.0 | USA RBI- Cons.  prior
| Tue, 15. 14:30 Consumer prices (% yoy) Apr. 2.3 2.4 2.7
1825 Tue, 15. 14:30 - core rate (% yoy) Apr. 22 2.3 2.3
1320 | Tue, 15. 14:30 Empire State Manufacturing Index May n.a. 8.9 6.56
Tue, 15. 14:30 Retail sales (% mom) Apr. 02 02 0.8
1315 . Tue, 15. 14:30 -less autos (% mom) Apr. 0.3 0.2 0.8
Tue, 15. 16:00 Business inventories (% mom) Mar. n.a. 0.5 0.6
131.0 Tue, 15. 16:00 NAHB housing market index May n.a. 26 25
13-Apr  20-Apr  27-Apr  04-May 11-May Wed, 16. 14:30 Housing starts (thsd, ann.) Apr. 730 678 654
Source: Bloomberg Wed, 16. 14:30 Building permits (thsd, ann.) Apr. 760 735 764
Wed, 16. 15:15 Industrial production (% mom) Apr. 06 05 0.0
Forecasts™ Thu,  17. 16:00 Philadelphia Fed Index May na. 11.0 85
USA current' Jun-12 Sep-12 Mar-13 Europe
Key rate 025 025 025 025 Mon, 14. 11:00 EUR: Industrial production (% mom) Mar. 04 0.5 0.8
Libor 3M 047 0.40 030 030 Tve,  15. 07:30 FR: GDP (% qog), prel. Ql 01 00 02
Yield 5Y 074 090 120 130 Toe,  15. 08:00 DE: GDP (% qoq), flash Ql o1 01 02
Yield 10Y 1.84 210 2.50 2.0 Tue,  15. 09:00 AT: GDP (% qog), prel. Qi 01 na 01
Eurozone Tue, 15. 09:30 NE: GDP (% qoq), prel. Ql 03 02 06
Key rate 1.00 1.00 1.00 1.00 Tee,  15. 11:00 EUR: GDP (% qog), flash Ql 01 02 03
Euribor 3M 0.69 070 0.70 0.80 Tue, 15. 11:00 DE: ZEW economic sentiment May 100 20.1 23.4
Yield 5Y 053 1.10 1.10 1.60 Wed, 16. 10:00 IT: GDP (% qog), prel. Qi 07 07 07
Yield10v 151 210 210 2.50 Wed, 16, 11:00 EUR: CPI- core rate (% yoy) Apr. 19 19 19
Swaprate 5Y  1.35 1.80 1.70 2.05 Events
1;15(]3 r’e’w/s‘?;{ 2012.08:19 a.m. CET Thu, 16. 20:00 US: Minutes of FOMC Meeting 25 Apr. na.  na. n.a.
Source: Thomson Reuters. Raiffeisen RESEARCH Source: Bloomberg, Raiffeisen RESEARCH
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GDP (real %yoy) tion: the extension of weekly working time and the renewed increase in the pro-
2011 2012e 2013  duction sub-index of the manufacturing ISM point to an increase of around 0.5%
Austria 3.1 03 13 mom in production. On Wednesday, markets will also be watching the monthly
Germany 3.1 0.0 1] data on housing starts and building permits. We are optimistic with regard to
France 1.7 0.1 1.2 T
Bl o 0 e both of these indicators.
elgium . 0. . . . ..
RT—— 15 G o Last week, yields on 10-year US government bonds kept falling, declining by
Finland 20 03 17 7bp to 1.85% on average compared to the previous week. This renewed de-
Ireland 08 07 12 cline in yields was triggered by the aftershocks from the poor labour market re-
Italy 0.4 1.8 0.3 port from last Friday and the escalation of the debt crisis in the Eurozone. While
Spain 07  -1.2 0.2 we are quite optimistic about the development of the labour market in May and
Portugal 15 38 12 expectto see a pick-up in job growth, there are still two maijor risk factors in the
Greece 6858 e Eurozone that could cause yields to drop even lower: the possible failure of talks
Eurozone 1.5 0.5 1.1 . . e
UK 00 08 o on forming a government in Greece and the related possibility that the country
Switzorland S 07 16 Willend up exiting the Eurozone, and the problems in the Spanish banking sec-
USA 1.7 20 10 tor, which could ultimately force the country to activate the Eurozone's safety net.
Japan 0.7 17 1.1 As it is unlikely that all of the negative factors will turn into positive ones over the
Source: Thomson Reuters, Raiffeisen RESEARCH short term there should continue to be good support for US government bonds.

We do not believe that it is very likely that yields on 10-year bonds will rise to
over 2% in the weeks ahead.

Consumer price index (% yoy)

201 2012e 2013f

Austria 3.6 2.3 2.0
Germany 2.5 2.0 1.5
France 2.3 2.2 2.1
Belgium 3.5 2.8 2.0
Netherlands 2.5 2.3 2.0
Finland 3.3 2.6 2.3
Ireland 1.2 1.6 1.8
Italy 2.9 2.9 2.3
Spain 3.1 1.7 1.9
Portugal 3.7 3.0 1.8
Greece 3.3 1.0 0.7
Eurozone 2.7 2.2 1.8
UK 4.5 2.8 2.3
Switzerland 0.2 0.5 0.6
USA 3.2 2.1 1.5
Japan 0.3 0.2 0.0

Source: Thomson Reuters, Raiffeisen RESEARCH

Forecasts

CHF current'  Jun-12 Sep-12 Mar-13
Libor 3M 0.1 0.1 0.1 0.1

Yield 10Y  0.64 0.9 1.0 1.1

YEN

Key rate 0.10 0.1 0.1 0.1

Libor 3M 0.20 0.2 0.2 0.2

Yield 10Y  0.85 1.0 1.1 1.2
FX

EUR/USD  1.29 1.32* 1.35 1.35
EUR/JPY  103.0 104 108 113

USD/JPY 79.8 79 80 84
EUR/CHF 120 1.21  1.21 1.21

Crude

Brent 111.1 115 111 114
1 asof 11 May 2012, 08:19 a.m. CET

*under revision
Source: Thomson Reuters. Raiffeisen RESEARCH
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Eurozone Overview government bonds

In terms of the data, the main focus in the next few days will be the release of el

. . 1 1WA 52WH 52WL YA
the GDP estimates for Q1. Based on the available monthly data, it is clear that c;;:) BP) (%) (%)  (BP)
the economy is performing better in some countries than was feared at the end AT 258 41 385 253 -32.8
of last year. At the same time, however, this does not change the fact that many DE 152 69 312 152 314
countries and the Eurozone as a whole is still in a recession. Moreover, economic FR. 283 06 372 248 31.6

BE 3.21 1.1 586 3.14 -88.4
NL 206 -84 340 203 -12.9
FN 1.86 -89 341 186 -453
IE 8.21 51.4 14.08 7.58 -85.1

prospects have detferiorated again in recent months. Surveys on economic de-
velopment have slipped significantly lower and the prevailing atmosphere (inten-
sive efforts to combat the debt crisis in the public and/or private sector, political

unrest) has become gloomier. This last aspect is particularly highlighted by the T 556 124 726 459 -1550
sharp differences in the upcoming GDP publications. While some of the countries  es 602 285 670 485 93.1
in Southern Europe will probably post large declines in overall economic output, PT 1163 532 17.39 897 -173.0
we anticipate mild increases for most countries in Western and Northern Europe. GR 24.49 3923 37.10 14.69 -1047.0

UK 199 52 339 1.90 1.0
CH 064 2.1 192 0.63 2.0
us 1.84 3.6 3.18 172 3.3
JP 085 -39 1.18 085 -13.5

The financial markets continue to monitor the events in Southern Europe with
bated breath. In Spain, a drastic measure had to be taken with the nationali-
sation of the banking group Bankia. And this certainly will not be the last step

on the long road towards stabilising the banking sector. High levels of private I as of 11 May 2012, 08:21 a.m. CET

debt coupled with high unemployment and falling collateral values (house prices) Source: Bloomberg

translate info high financing requirements, in order to be able to form provisions

for loans and to offset losses with capital. It will be difficult to raise the upcoming Debt issuance calendar

amounts from the private or public sector. Consequently, a loan deal for Spain  1ssu- Date Maturity Coupon  Vol.

with the EFSF or ESM for recapitalisation of domestic banks is looking likely. In =~ Bonds (%) " [EUR bn)

Greece, the politicians are struggling to form a government. In the event of new SK Mon, 14 na.  na.  na.

elections it is questionable whether the ECB, EC and IMF will reach a positive T Mon, 14. 2015 25 3.5

conclusion in their assessment of the austerity programme. There is the possibil- 2020 425 na.

ity of a reduction or suspension of the next loan tranche, as well as sovereign de- 2022 5 n.a.

fault. At that point by the latest, Greece's continued membership of EMU would 2025 5 n.a.

hang in the balance. DE_Wed, 16. 2022 _na. 5

In light of the sustained uncertainties, there is still demand for German govern- :i T:U’ 7. na.na. o one.

ment bonds, despite the very low yields. For example, in spite of the record low fho, 17 :IIC:S e

coupon of 0.5% on 5-year bonds, with a bid-cover ratio of 1.4 demand was ES Mon, 14. 12M,  na.  na.

slightly higher than at the auctions in previous weeks. As a result, it appears un- 18M

realistic that our forecasts will be reached by June, and in the days ahead we S VR R -

will be presenting a new assessment. Turning to the primary market, Slovakia, FR_Mon, 14, na.  na  na
. . - GR Tue, 15. n.a. n.a. n.a.

ltaly, Germany, Spain and France are planning on issuing bonds next week. BE Twe 15. na. na  na

Spain, Germany, France, Greece and Belgium will also be issuing money mar-  soce: Bioomberg
ket instruments.
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Market performance (%, 1 week)
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Source: Thomson Reuters

Sector performance (%, 1 week)*

Telecoms ]
Utilities 1
Cons. Staples
Health Care
Financials
MSCI World

Industrials
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I

Energy

Materials
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* weekly performance of global MSCI sector indices
Source: Thomson Reuters

Forecasts**

current' Jun-12** Dec-12**

Euro Stoxx 50 2,233 2,650 2,700

DAX 6,493 7,450 7,600
FTSE 5516 6,050 6,300
SMI 5,903 6,500 6,650
DJIA 12,855 13,700 13,800
S&P 500 1,358 1,480 1,500
Nasdag Comp. 2,934 3,300 3,400
Nikkei 225 8,953 10,700 10,900
ATX 2,030 2,350 2,450

T asof 11 May 2012, 1:30 p.m. CET
** under revision
Source: Bloomberg, Raiffeisen RESEARCH

Recommendations

Markets: Buy**: Europe, USA, Japan

Favoured sectors**: Energy, Financials, Materials, Industrials

USA

Despite most recent declines, the upward trend in US equity indices still conti-
nues. The rather controversial US economic indicators as well as the renewed
uncertainty concerning the debt crisis in the Eurozone in particular are likely to
stay in the way of further increases. Nevertheless, the overall upbeat earnings
season and the continuing excess liquidity will also have a say in future develop-
ments. We expect stock prices to rise, yet we have to reconsider our current in-
dex targets in the next few days.

Europe

Uncertainty on the European equity markets rocketed once again after the elec-
tions in France and Greece. In particular, it remains unknown whether the crisis
management in the Eurozone will suffer due to the new situation in France, on
the one hand, and whether Greece will terminate the austerity programme, on
the other. Last but not least, the negative news flow from Spain (partial nationa-
lisation of Bankia/BFA) also contributed to the current outlook. Even the overall
positive company results cannot really turn the tables at the moment. Regardless
of the satisfactory reporting season, political uncertainty will likely further set the
tone in the short term. Accordingly, we will have to reconsider our June index tar-
gets and thus put them under revision for now.

Japan

Japanese stocks sharply declined in the wake of the overall increasing risk aver-
sion. At the same time, the Yen strengthened. Nevertheless, important economic
data suggest a return to low economic growth, resulting amongst other things from
the reconstruction process. Furthermore, the current reporting season turned out to
be far better than the last one. Most companies managed to exceed expectations.
Overall there were positive earnings revisions despite the weakening of electronics
companies in particular. We are cautiously optimistic regarding Japanese stocks,
even though our index targets might be too high, taking the unsettled market envi-
ronment into account.

Expected corporate releases

USA

Tue, 15 J.C.Penney, Home Depot

Wed, 16 Abercrombie & Fitch, Limited Brands, Staples, Target

Thu, 17 Autodesk, Applied Materials, Gap, Intuit, Sears, Wal-Mart

Europe

Mon, 14 Vivendi

Tve, 15 Allianz, Davide Campai-Milano, Bouygues, Merck KGaA, Salzgitter, ThyssenKrupp,
Wed, 16 EADS

Japan

Fri, 18 Tokyo Electric Power

Source: Bloomberg
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Shortterm trading ideas

Recommendation  Entry date Entry level  Current level' Target Stop Comment
Sell BOBL Future 11/04/2012 124.79 125.89 122.4 126.0

T asof 11 May 2012, 10:38 a.m. CET
Source: Thomson Reuters, Bloomberg

Recently closed trades

Recommendation Entry Entry level Close Close Total return Comment
date date level

Sell Bund Future 13/04/2012 140,12 23/04/2012 141.10 -0.70%  Stopped out

Sell T-Note Future 16/03/2012 129.1 06/04/2012 130.50 -1.01%  Stopped out

Sell US T-Note Future 17/02/2012 130.9 27/02/2012 131.80 -1.01% Stopped out

Sell Bund Future 17/02/2012 138.67 27/02/2012 139,60 -1,01%  Stopped out

Buy GE Bund Future** 02/12/2011 135.19 21/12/2011 137.40 1.62%  Trading stop triggered
Sell US T-Note Future/Buy GE Bund Future ~ 24/11/2011 27 BP 16/12/2011 0 BP 27 BP Target reached

Sell US T-Note Future/Buy GE Bund Future ~ 07/10/2011 -6 BP 10/11/2011 -30 BP 24 BP Target reached

Source: Thomson Reuters, Bloomberg

Note: This list contains only the strongest trading ideas for the markets that we cover. Therefore not every market forecast that implies a buy
recommendation is also listed as a trading idea! Trading ideas may also differ from our quarterly forecasts, as the time horizon can be dif-

ferent. The time horizon of the trade is at least two weeks, but not more than 3 months.

Raiffeisen
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DISCLAIMER

This document does not constitute an offer or invitation to subscribe for or purchase any securities and neither this document nor anything contained herein shall form the basis of any contract or commit-
ment whatsoever. This document is being furnished to you solely for your information and may not be reproduced or redistributed to any other person. Any investment decision with respect to any securities
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co-manager of a public offering of any securities mentioned in this report or in any related security. Information contained herein is based on sources, including annual reports and other material which
might have been made available by the entity which is the subject of this document. RBI believes all the information to be reliable, but no representations are made as to their accuracy and completeness.
Unless otherwise stated, all views (including statements and forecasts) are solely those of RBI and are subject to change without notice.

Investors in emerging markets need to be aware that settlement and custodial risk may be higher than in markets where there is a long established infrastructure and that stock liquidity may be impacted
by the numbers of market makers which may therefore impact upon the reliability of any investments made as a result of acting upon information contained in this document. Special regulations for the
Republic of Austria: This document does not constitute either a public offer in the meaning of the Kapitalmarktgesetz (,KMG”) nor a prospectus in the meaning of the KMG or of the Bérsegesetz. Fur-
thermore this document does not intend to recommend the purchase or the sale of securities or investments in the meaning of the Wertpapieraufsichtsgesetz. This document shall not replace the neces-
sary advice concerning the purchase or the sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly contact your RAIFFEISENBANK. Spe-
cial regulations for the United Kingdom of Great Britain, Northern Ireland (UK) and Jersey (Channel Islands): this publication has been either approved or issued by Raiffeisen Bank International AG
(RBI) in order to promote its investment business. RBI London Branch is authorised by the Austrian Financial Market Authority (FMA) and subject to limited regulation by the Financial Services Authority
(FSA). Details on the extent of the London branch’s regulation by the Financial Services Authority are available on request. This publication is not intended for investors who are Retail Customers within
the meaning of the FSA rules and should therefore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed as an offer or solicitation of an
offer to buy (or sell) investments. RBI may have effected an Own Account Transaction within the meaning of FSA rules in any investment mentioned herein or related investments and or may have a po-
sition or holding in such investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any securities mentioned in this report or in any related se-
curity. The RBI Jersey marketing representative office is not regulated by the Jersey Financial Services Commission as it does not perform any financial services activity in Jersey as defined by the Finan-
cial Services (Jersey) Law 1998 (FSJL).

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA.: This research report may not be transmitted to, or distributed within, the United States of America or Canada or their
respective territories or possessions, nor may it be distributed to any United States person or any person resident in Canada, unless it is provided directly through RB International Markets (USA) LLC, a
U.S. registered broker-dealer (‘RBIM'), and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research report is intended only for institutional investors and is not subject to all of the independence and dis-
closure standards that may be applicable to debt research prepared for refail investors. This report has been provided to you through RB International Markets (USA) LLC, a U.S. registered broker-dealer
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