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Forecasts
USA curr.1 Mar-14 Jun-14 Sep-14

Key rate 0.25 0.25 0.25 0.25

Libor 3M 0.24 0.30 0.30 0.30

Yield 5Y 1.54 1.90 2.10 2.30

Yield 10Y 2.88 3.10 3.20 3.30
Euro area

Key rate 0.25 0.25 0.25 0.25

Euribor 3M 0.28 0.30 0.30 0.35

Yield 5Y 0.83 1.20 1.50 1.60

Yield 10Y 1.84 2.20 2.40 2.40

Swaprate 5Y 1.14 1.75 2.10 2.20
1 as of 13 December 2013, 04:44 a.m. CET
Source: Thomson Reuters, Raiffeisen RESEARCH
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Mood improves further
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Key figures

USA RBI Cons. prior

Mon, 16. 14:30 Empire State Manufacturing Index Dec.  n.a. 5.0 -2.2

Mon, 16. 15:15 Industrial production (% mom) Nov.  0.7 0.6 -0.1

Tue, 17. 14:30 Consumer price index (% yoy) Nov.  1.3 1.3 1.0

Tue, 17. 14:30  - core rate (% yoy) Nov.  1.7 1.7 1.7

Tue, 17. 16:00 NAHB housing market index Dec.  n.a. 55.0 54.0

Wed, 18. 14:30 Housing starts (thsd, ann.) Nov.  1,000 960 n.a.

Wed, 18. 14:30 Building permits (thsd, ann.) Nov.  1,050 990 1,034

Thu, 19. 16:00 Philadelphia Fed Index, yoy Dec.  n.a. 10.0 6.1

Thu, 19. 16:00 Existing home sales (mln, ann.) Nov.  5.02 5.05 5.12

Mon, 23. 14:30 Personal spending (% mom), Nov. 0.4 n.a. 0.3

Tue, 24. 14:30 Durable goods orders (% mom) Nov. 2.8 n.a. -2.0

Tue, 24. 14:30  - ex transportation (% mom) Nov. 1.0 n.a. -0.1

Tue, 24. 15:00 FHFA house price index (% mom) Oct.  n.a. n.a. 0.3

Tue, 24. 16:00 New home sales (thsd, ann.) Nov.  n.a. n.a. 444

Mon, 30. 16:00 Pending home sales (% mom) Nov.  n.a. n.a. -0.6

Tue, 31. 15:00 S&P C/S home prices, 20 cities (% yoy) Oct.  n.a. n.a. 13.3

Tue, 31. 15:45 Chicago PMI Dec.  n.a. n.a. 63.0

Tue, 31. 16:00 Consumer confidence Conf. Board Dec. 77.0 n.a. 70.4

Thu, 2. 16:00 ISM Manufacturing Index Dec. 56.3 n.a. 57.3

Europe

Mon, 16. 09:00 FR: PMI Manufacturing, prel. Dec.  49.4 48.8 48.4

Mon, 16. 09:30 DE: PMI Manufacturing, prel. Dec.  53.0 52.9 52.7

Mon, 16. 10:00 EUR: PMI Manufacturing, prel. Dec.  52.1 51.8 51.6

Tue, 17. 11:00 DE: ZEW Survey Expectations Dec.  57.0 55.0 54.6

Wed, 18. 10:00 DE: ifo business climate Dec.  109.5 109.5 109.3

Wed, 18. 10:00 DE: ifo current assessment Dec.  113.0 112.5 112.2

Wed, 18. 10:00 DE: ifo business expectations Dec.  106.0 106.4 106.3

Fri, 20. 08:45 FR: Business confidence Dec.  98.5 99.0 98.0

Fri, 20. 16:00 EUR: Consumer confidence, flash Dec.  -15.0 -15.0 -15.4

Mon, 30. 10:00 IT: Business confidence Dec.  99.0 n.a. 98.1

Thu, 2. 09:15 ES: PMI Manufacturing Dec.  49.4 n.a. 0.0

Thu, 2. 09:45 IT: PMI Manufacturing Dec.  51.8 n.a. 51.4

Fri, 3. 10:00 EUR: Money supply M3 (% yoy) Nov.  1.5 n.a. 1.4

Fri, 3. 10:00 EUR: Consumer prices (% yoy), flash Dec. 0.9 n.a. 0.9

Events

Wed, 18. 20:00 FOMC rate decision (%) Dec.  0.25 0.25 0.25
Source: Bloomberg, Raiffeisen RESEARCH 

Dear readers!
Our next issue of the Market Outlook will be sent out on 3 January 2014. 

We would like to take this opportunity to thank all of our readers. 
We wish you a Merry Christmas and a Happy New Year!

Your Raiffeisen RESEARCH Team

Recommendation (Horizon: March 2014):
Sell: USD bonds, DE bonds
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USA

The coming week’s agenda will once again feature some interesting pieces of 
data. Of particular interest are the consumer price data (Mon) and industrial out-
put figures (Tue) for November. On a seasonally adjusted basis, consumer prices 
might have experienced a slight increase from the previous month. Since sharply 
declining fuel prices resulted in a decrease in the consumer price index last No-
vember, we expect to see an increase from 1.0% to 1.3% in the year-on-year 
rate. Manufacturing industry output is likely to have gained strongly in the previ-
ous month.  We forecast a 0.7% mom increase in industrial output. What in our 
view speaks for a sharp plus is, on the one hand, the ISM index’ output compo-
nent, which has registered high levels for months, and on the other, an increase 
in  working hours in manufacturing in November. Market participants might also 
keep an interested eye on the first two important regional manufacturing senti-
ment surveys for December. In the last two months, the Empire Manufacturing 
Index (Mon) and the Philadelphia Fed Index (Thurs) had shown a weak perfor-
mance and thereby disconnected from the ISM index. Yet for December, consen-
sus expects to see improvements in both cases. The remaining pieces of data for 
next week come from the real estate market: the NAHB housing market index 
(Tue), building permits and housing starts (Wed) as well as existing home sales 
(Thurs). 
In the week after next, attention will be paid to figures on personal spending (23 
December) and incoming orders for durable goods (24 December). The already 
available retail sales figures lead to expect a nominal plus of 0.4% mom for pri-
vate consumption while the more important real consideration suggests that an 
increase from 0.2% to 0.3% mom might come off. Accordingly, private consump-
tion will in all likelihood gain by an annualized 2.5% qoq in the fourth quarter, 
which is clearly more than in the third quarter. As for incoming orders, we expect 
a noticeable 2.8% mom plus.  The expected increase is attributable in particular 
to Boeing. The aircraft manufacturer received an unusually high amount of orders 
for a November. Yet, even without the volatile transport sector, incoming orders 
might have picked up perceptibly in the previous month. 
The week after Christmas will also see economic data releases, with the Confer-
ence Board consumer confidence and the Chicago PMI (both on 31 December) 
enjoying great interest. 
The first data highlight of the New Year will then be scheduled for 2 January with 
the ISM manufacturing index. In November, the sentiment barometer rose for 
the sixth consecutive month, even though some regional sentiment surveys had 
pointed to a decrease. We expect this disparity to dissipate and the ISM index 
to fall slightly.
The yield on ten-year US government bonds stands at just below 2.9% and thus 
nearly unchanged from the level observed at the end of last week. Yet, what 
market participants consider to be the most exciting event of the coming week, 
namely the FOMC interest rate meeting, is likely to trigger some movement on 
the bond market. 39 out of 55 analysts questioned by Bloomberg do not assume 
that the US central bank will announce the reduction of bond purchases (taper-
ing) as early as next week. Given the most recently exceptionally good economic 
data (ISM index, labour market report, GDP, retail sales) this is quite remarkable, 
especially in light of the fact that additionally, a crucial argument for the FOMC’s 
previously so cautious attitude has vanished into thin air with the unexpectedly 
early agreement in the US budget dispute: After the interest rate meeting held in 
September and the surprising decision not to cut back on bond purchases, un-
certain prospects when it comes to fiscal policy were a decisive justification for 
the central bank’s withdrawal. In terms of fiscal policy, there are now at least two 
years of planning security and a major share of the further automatic spending 
cuts originally planned for early 2014 are now off the table. The only argument 

GDP (real %yoy)

2013e 2014f 2015f

Austria 0.3 1.5 2.3
Germany 0.5 1.8 2.5
France 0.1 1.0 1.8
Belgium 0.2 1.7 2.3
Netherlands -1.0 1.3 1.8
Finland -1.2 1.5 2.7
Ireland 0.1 2.5 3.0
Italy -1.8 0.7 1.5
Spain -1.2 1.5 2.0
Portugal -1.6 1.5 2.2
Greece -3.7 -0.5 1.5
Euro area -0.4 1.5 2.0
UK 1.4 2.8 2.4
Switzerland 1.8 2.0 2.0
USA 1.7 2.5 3.2
Japan 1.6 1.4 1.1
Source: Thomson Reuters, Raiffeisen RESEARCH

Consumer price index (% yoy)

2013e 2014f 2015f

Austria 1.9 2.1 2.3
Germany 1.5 1.7 2.3
France 1.1 1.7 1.7
Belgium 1.2 1.2 2.1
Netherlands 2.6 1.0 1.8
Finland 2.2 1.3 2.2
Ireland 0.5 1.0 1.5
Italy 1.3 1.2 1.5
Spain 1.5 1.1 1.5
Portugal 0.4 1.1 1.5
Greece -0.9 -0.8 0.6
Euro area 1.4 1.3 1.8
UK 2.5 2.4 3.1
Switzerland -0.1 0.4 1.1
USA 1.5 1.5 2.2
Japan 0.1 1.5 0.9
Source: Thomson Reuters, Raiffeisen RESEARCH

Forecasts

current1 Mar-14 Jun-14 Sep-14

CHF

Libor 3M 0.02 0.0 0.0 0.0

Yield 10Y 0.99 1.2 1.3 1.3
YEN

Key rate 0.10 0.1 0.1 0.1

Libor 3M 0.15 0.2 0.2 0.2

Yield 10Y 0.69 0.7 0.8 0.8
FX

EUR/USD 1.38 1.35 1.30 1.30

EUR/JPY 142.6 140 137 140

USD/JPY 103.7 104 105 108

EUR/CHF 1.22 1.23 1.25 1.28
Crude

Brent (USD) 108.7 112 114 118
1 as of 13 December 2013, 07:44 a.m. CET
Source: Thomson Reuters, Raiffeisen RESEARCH
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Debt issuance calendar

Issuer Date Maturity Coupon 
(%)

Vol*

Bonds

ES Thu, 19. n.a. n.a. n.a.
IT Fri, 27. n.a. n.a. n.a.
IT Mon, 30. n.a. n.a. n.a.

Bills

FR Mon, 16. n.a. - n.a.
MT Tue, 17. 3M,6M - n.a.
ES Tue, 17. 3M,9M - n.a.
GR Tue, 17. 3M - n.a.
BE Tue, 17. 3M,12M - n.a.
FR Mon, 23. n.a. - n.a.
MT Tue, 24. 3M - n.a.
IT Fri, 27. n.a. - n.a.

MT Tue, 31. 3M,6M,12M - n.a.
* EUR bn
Source: Bloomberg

Overview government bonds 
Yields 10Y

curr.1

(%)
 1W Δ
(BP)

52W H
(%)

52W L
(%)

Ytd Δ
(BP)

AT 2.16 -1.0 2.47 1.48 40.9
DE 1.84 -2.2 2.05 1.17 52.3
FR 2.44 -0.4 2.63 1.66 44.3
BE 2.42 -1.4 2.91 1.92 36.2
NL 2.15 -1.4 2.47 1.49 65.0
FI 2.02 -1.3 2.32 1.33 49.3
IE 3.47 -7.9 4.29 3.43 n.a.
IT 4.10 -11.7 4.90 3.76 -39.4
ES 4.10 -14.2 5.45 3.97 -117.0
PT 6.05 7.1 7.51 5.23 -95.9
GR 8.73 -16.6 13.02 7.97 -316.8
UK 2.90 -1.9 3.02 1.62 107.0
CH 0.99 0.0 1.19 0.52 46.2
US 2.88 2.2 2.99 1.63 111.8
JP 0.69 2.1 0.93 0.45 -10.1
1 as of 13 December 2013, 07:19 a.m. CET
Source: Bloomberg

monetary authorities can still put forward to keep the ultra-expansionary mone-
tary policy unchanged is the low rate of inflation. As of most recently, the latter 
stood at around 1% yoy and thus markedly below the medium-term inflation tar-
get of 2% yoy. Yet there is a problem with this line of thought: Since the rate of 
inflation lags behind economic development, it does not depict any future price 
risks, but takes a look in the rear-view mirror, instead. That’s exactly the reason 
why the central bank, also rightly so, hardly paid any attention to the rate of in-
flation in the past. The discussion regarding possible deflation threats, which is, 
in part, cited as a justification for the current monetary policy course and QE is 
completely unfounded in our view. The US economy has lately picked up speed 
and there is every indication of a broadly-based upswing in the coming year. The 
labour market has experienced solid development for three years and will con-
tinue to gain rather than lose momentum in 2014. The unemployment rate rap-
idly declines and will have reached a neutral level by mid-2015. No later than 
at that point, the wage increase will accelerate noticeably. 
To seriously express deflation fears against such a backdrop is without any foun-
dation. That’s why we think that there is broad consensus within the Fed that 
bond purchases are to be reduced quickly and phased out in the foreseeable fu-
ture. Arguably, monetary authorities are currently only concerned about the ques-
tion of how to communicate and handle such an exit so as to avoid an overreac-
tion on the markets, with sharply declining stock prices and a noticeable yield in-
crease. For this reason, we consider the likelihood for a tapering announcement 
already next week to be smaller than for such an announcement in the first quar-
ter of 2014. Most recently, however, the risk for a reduction of bond purchases 
before the end of 2013 has markedly increased. We expect that Ben Bernanke 
might use the press conference after the meeting to prepare market participants 
for an entry into the exit from QE3 in the coming year as carefully as possible. In 
order to avoid a sharp increase in yields, it might be stressed with particular em-
phasis that an end to QE3 is in no way linked to a possible key interest rate hike 
and that the Fed Funds Target Rate will remain untouched for some time yet (for-
ward guidance). Should such a roadmap for the exit from QE3, as we expect, or 
even a cutback on bond purchases itself be announced, we forecast an increase 
in ten-year yields to the previous annual high of a good 3%. We, instead, con-
sider a markedly more pronounced yield increase to be unlikely.
 
Euro area 

According to the first real economic indicators, the Euro area has made a truly 
unsuccessful start into the fourth quarter of 2013. Both retail sales declined and 
industrial output recorded a surprisingly severe drop in October, and the first 
country data on construction output turned out to be weak, as well. The only shin-
ing lights have been new car registrations. Yet, with surveys among companies 
not indicating an ongoing period of weakness, we expect that the disgrace can 
still be wiped out in November and December and the Euro area will not record 
a GDP decline in the fourth quarter (relapse into recession!). 
A multitude of economic surveys will be coming up until the turn of the year. As 
for the market determining indicators such as the purchasing managers’ indices 
(PMI), ZEW indices, the German ifo index, the French and Italian business cli-
mate index, or the EUR consumer confidence, we expect to see improvements. In 
light of previous increases, setbacks should be considered only for single already 
very positive surveys such as future expectations of the German ifo index and the 
PMI services for Germany. The improving picture of the economy will continue to 
be accompanied by a low price pressure. For the December flash estimate of the 
consumer price index, we expect a rate of inflation to remain at 0.9% yoy. More-
over, the growth rate for money supply might hardly have pick up in November 
and loans to the private sector is expected to have dropped further (by an esti-
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mated -2.1% yoy after -1.9% yoy in October). Also of interest are bank balance 
sheet figures (deposits, loans, government bonds) as well as figures on deposit 
and loan interest rates of individual Euro countries.
On the secondary market for government bonds, data might be viewed differ-
ently. For short-term papers, the primary focus should be on deep rates of infla-
tion and low long-term inflationary pressures by monetary aggregates, respec-
tively. The central bank’s promise to keep key interest rates low for a longer pe-
riod of time is therefore credible. Even further measures to depress interest rates 
for the private sector also in crisis-torn countries are not unlikely. That’s why we 
consider short-term EUR government bonds to be quite well supported, while 
yields on medium to long-term bonds from core countries, instead, threaten to 
face a renewed upward push until the turn of the year. After all, monetary pol-
icy only dominates the short end (unless the central bank directly purchases long-
term securities), and improving economic indicators should therefore lead to ris-
ing capital market interest rates. But even if the direction of yields on short-term 
and long-term bonds does not turn out to be different until the turn of the year, 
one has to assume at least a steepening yield curve. Moreover, a persistently ex-
pansionary monetary policy (possibly with additional tailor-made measured for 
crisis-torn countries) and improved economic prospects might further depress the 
risk premiums on Spanish and Italian bonds. 
In the coming days, short-term papers will take centre stage in primary market 
events. While with France, Malta, Spain, Greece, Belgium and Italy, a multitude 
of countries plans issuances on the money markets, only Spain and Italy will auc-
tion bonds. 
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Recommendations

Markets: Buy: Europe, USA, Japan

Favoured sectors: IT, Financials, Energy, Cons. discretionary, Industrials, Healthcare

Market OutlookMarket Outlook
Equity MarketsEquity Markets

-3 -2 -1 0 1 2

SMI
AEX

STOXX Europe 50
ATX

Nasdaq Comp.
EURO STOXX 50

FTSE
CAC
DAX

MSCI World
S&P 500

DJIA
Nikkei

Market performance (%, 1 week)*

* performance from 5 Dec – 12 Dec 2013
Source: Thomson Reuters

-2 -1 0 1

Health Care
Materials

Utilities
Cons. Staples

Financials
MSCI World

Energy
Cons. Discretionary

IT
Industrials
Telecoms

Sector performance (%, 1 week)*

* weekly performance of global MSCI sector indices from 
5 Dec – 12 Dec 2013
Source: Thomson Reuters

Forecasts*

current1 Mar-14 Jun-14

Euro STOXX 50 2,936 3,150 3,250

DAX 9,033 9,300 9,400

FTSE 6,453 7,100 7,200

SMI 7,858 8,700 8,800

DJIA 15,739 16,500 16,800

S&P 500 1,776 1,830 1,870

Nasdaq Comp. 3,998 4,100 4,200

Nikkei 225 15,403 16,200 16,500

ATX 2,472 2,750 2,800
1 as of 13 December 2013, 12:00 noon CET 
* under revision
Source: Bloomberg, Raiffeisen RESEARCH

Expected corporate releases
USA

Wed, 18 Oracle, Paychex, Fedex, General Mills 
Thu, 19 Accenture, Conagra Foods, Nike, Red Hat
Fri, 20 Carnival, Walgreen, Blackberry 

Europe

Wed, 18 Immofinanz

Fri, 20 Christian Dior
Source: Bloomberg, Raiffeisen RESEARCH

Established equity markets

The year is drawing to a close with increases in the manufacturing purchasing man-
agers‘ indices in each one of the three major established economic regions. As a 
result, there are growing signs of global economic revival being carried forward. 
Meanwhile, the market has interpreted the strong reading of the ISM manufactur-
ing (highest level since April 2011) as a further indication of a reduction in the Fed-
eral Reserve’s bond purchase programme in the near future. Liquidity fears revital-
ized in that way have since dominated the stock exchange.

One can still brush aside price losses as “profit takings”, but the longer uncertain-
ties regarding the tapering’s start, extent and speed drag on, the more do they 
hold back the development of stock indices. However, we consider the bull mar-
ket, which has already reached maturity stage, to be at risk on a broad level only 
in case of interest rate increases above a reasonable economic extent. What ap-
plies until then is that corrections represent an entry opportunity and the improv-
ing economy will, in the natural course of events, also be reflected in correspond-
ing profit increases. In light of the currently weak profitability and levels markedly 
short of the records seen in 2007, this offers pickup potential for the European cor-
porate landscape in the medium term. Recurring demand in the periphery countries 
and clearly more favourable refinancing conditions compared to the ones during 
the debt crisis will, amongst other things, serve as catalysts. In the US, record prof-
its are expected to be further extended. Due to margins already stretched to their 
limits and the slowly pickup in unit labour costs the upward potential is largely ex-
ploited here. Due to strong price increases in the current year, many established 
stock indices have built up valuation. 

Given the frequently negative real performance outlook for fixed-rate investment 
alternatives, the world of stocks still appears more interesting. Against this back-
drop, we consider buy-recommendations for the most important established stock 
market regions at meanwhile lower index levels to be again justifiable.
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