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Developed fixed income

European peripheral and US high yield bonds offer value
•
•
•
•

Peripheral bonds in Spain and Italy offer attractive yields
ECB and fiscal reforms to support peripheral bonds
The hunt for yield should see money move into longer duration US Treasuries
US high yield bonds will be a low volatility alternative to enhance yield

Developed equities

European equities undervalued compared to US
• US housing equities are attractive as mortgage rates remain low and home building
surveys look positive
• Other sectors of interest include financials, manufacturing and consumers
• European equities are undervalued and will outperform the US
• Sentiment towards Europe is too bearish

Emerging market fixed income

Local currency emerging market debt attractive
•
•
•
•

EM debt is a lower risk alternative to EM equities
US investors see it as a suitable ‘risky’ investment
Local currency debt looks more attractive as the US dollar weakens
Loose Fed policy is likely to weaken the dollar further

Emerging market equities
Chinese equities will outperform

• Chinese equities are valued too cheaply
• New Chinese leadership will liberate the markets encouraging investment inflows
• China is likely outperform India and emerging Europe

FX and commodities

Crude falling, USD weakening
• JPY and USD is likely to weaken due to relatively more aggressive monetary policies
in these two countries
• WTI price is under pressure due to increasing supply from fracking

Key fundamentals
•
•
•
•

More quantitative easing in developed and emerging markets
Valuation of European equity cheapest in four decades
China expected to resume expansion
Markets likely to remain volatile

Key risks
•
•
•
•

Ongoing discussion around the US ‘fiscal cliff ’
Lack of progress on European structural reforms
German uncertainty on the position of Spain and Greece in the eurozone
Weak external demand affecting Chinese growth

The Chinese growth story in 2013
• The average price/earnings ratio of Chinese shares is the lowest since 1999,
cheaper than valuations at the bottom of 2008
• The Shanghai Composite has lost 52.8% since December 2007 as end of 2012
• Recovery has been slower than other EM countries due to restrictive domestic policy
• Chinese equities should respond strongly to market liberating measures introduced
by the new leadership
• Renewed economic growth in 2013, driven by domestic demand

Attractive valuation of Chinese domestic equity market
Shanghai Composite Index (LHS)
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Important Information
This document is an indicative summary. It has been prepared by Barclays. It is subject to change. This
document is for information purposes only and is not binding. We are not offering to sell or seeking offers to
buy any Strategy. Any transaction requires our subsequent formal agreement which will be subject to
internal approvals and binding transaction documents.
Obtain independent professional advice before investing. We are not recommending or making any
representations as to suitability of any Strategy. Counterparties (which may include, without limitation,
Barclays), their affiliates and associated personnel may act in several capacities in financial instruments
which may adversely affect the Strategy’s performance.
Any past performance or simulated past performance contained herein is no indication as to future
performance. No representation is made as to the reasonableness of the assumptions made within or the
accuracy or completeness of any pricing information, performance data or modelling in these materials.
We are not responsible for information stated to be obtained or derived from third party sources or statistical
services. No part of this document may be reproduced, distributed or transmitted without Barclays’ written
permission. Barclays may disclose any information relating to your investment which is required by
regulators. Barclays will not be liable for any use you make of any information in this document.
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