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The ABN AMRO Private Banking Global Investment Committee (GIC) has regular discussions to review key macroeconomic drivers, risk factors and 
market prospects in relation to the tactical asset allocation of client risk profiles. For more information, contact your Investment Advisor.

has provided European financial institutions with EUR 1.3 tril-

lion in support so far. More fiscal stimulus in the US is likely 

underway. In Europe, a recovery fund is being hashed out, but 

a final agreement is still far away.

 

Against this backdrop, it is  not surprising that markets are 

volatile and uneven. There remains, in the short term, risks 

to the downside. Given the lack of clarity, the ABN AMRO 

Investment Committee prefers to be cautious with the asset 

allocation to risky assets. Stocks remain slightly out of favour 

(small underweight) and there is an overall neutral allocation 

to bonds -- balanced between a slight preference (modest 

overweight) for emerging-markets bonds and investment-

grade bonds at the expense of core government bonds 

(underweight).

Stocks surge forward and then contract
The rebound seen in stock markets has been fuelled by the 

strong stimulus measures taken by governments and central 

banks, with the apparent stabilisation of the pandemic also 

providing a lift. The market, however, remains linked to head-

lines – good and bad. Given that we expect second-round 

Market uncertainty remains high. This is 
normal after the shocks seen this year, 
including a pandemic, lockdowns around 
the world and the resulting economic reces-
sion. Now, as lockdowns are being lifted, an 
uneven path back to normal is being charted.

Everything is determined by virus infection rates and hospi-

talisations. It has been a surprise that cases are now spiking 

to previously unseen levels in the Americas, while Europe 

and parts of Asia appear to have been more successful in 

establishing new practices and protocols to keep people safe 

and to restart economies. In the US, the large states of Texas, 

Florida and California are now home to covid-19 hotspots. 

These states represent more than 50% of US GDP.

Central banks and governments have acknowledged the 

unprecedented circumstances and replied with unprec-

edented stimulus. The US Federal Reserve has even been 

accused of doing too much, after underwriting trillions of 

dollars to support markets and corporate lending. The ECB 

New uncertainties 
cloud outlook



effects from the economic crisis and the virus is not yet 

contained in the US, the committee feels comfortable with a 

more cautious stance.

There are significant differences seen in terms of market 

performance across regions and sectors. The US health care 

and information technology sectors (overweight) have shown 

resilience and  strong performance, while, for example, the 

energy sector (neutral) has declined by almost 30% year- to-

date. And, while the US market (overweight) has for some 

time outperformed European markets (underweight), over 

the past weeks European markets have reversed this trend. 

Despite the rebound in markets from lows seen this year, 

it remains the curious situation of declining earnings and 

high valuations. Earnings growth is under pressure world-

wide. At the same time, global markets are considered over-

valued, trading significantly above their long-term averages. 

ABN AMRO therefore believes that it is reasonable to main-

tain the small underweight allocation to stocks and to wait for 

more clarity regarding the course of the virus, economies and 

labour markets, to name just a few of the areas of uncertainty. 

Bond markets benefiting from central bank policies
Bond markets are being buffeted by the pandemic and its 

economic consequences versus the unprecedented policy 

support from governments and central banks. US ten-year 

Treasury yields are at around 0.7% and the Federal Reserve 

has been clear that no rate hikes are expected this year or next. 

German Bunds continue to offer negative yields of around 

-0.47%. Core government bonds are therefore not preferred. 

Instead, investment-grade bonds, which are receiving direct 

support from the asset purchasing of central banks, are seen 

as attractive. Among higher-return bonds, emerging-markets 

debt is favoured over high-yield bonds. Even though many 

emerging markets are struggling with the corona virus, local 

central banks are providing market support. We believe the 

premiums on these bonds compensate for their risks. 

It will get better
Over the longer term, ABN AMRO is more optimistic 

regarding the potential for risky assets to generate returns 

for investors. Economic growth is expected to turn positive 

for the US and Europe in the third quarter of 2020, with 2021 

being a year of further recovery. It is, however, not all smooth 

sailing, as a ‘double-dip’ is expected in Europe, with a return 

to negative growth in both the fourth quarter of 2020 and first 

quarter of 2021.

This decline is owing to second-round effects of the economic 

recession, including high unemployment, corporate defaults, 

tightening financial conditions and supply-side disruptions. 

The US is expected to escape the contraction in GDP, but not 

the full brunt of the second-round effects. China is further 

ahead in its recovery and is expected to see a rebound to 

GDP growth of 7% in 2021.

We believe it is a time to be careful. Our base-case scenario 

has so far been a good guide for us during this crisis. One 

of the final elements of the base-case is the transition out of 

the lockdown phase to more normal circumstances. Over the 

summer, we will know if this transition is sustainable and at 

what speed it will continue. We are entering a period where 

we will find out if the precautions being taken are sufficient 

to return to more normal personal and economic activities. It 

is a strange interim. It will conclude with the good news of a 

vaccine and the triumph of medicine over a sickness that has 

already infected 10 million people worldwide.
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General
The information provided in this document has been drafted by ABN AMRO Bank N.V. (“ABN AMRO”) and is intended as general infor-
mation and is not oriented to your personal situation. The information may therefore not expressly be regarded as a recommendation 
or as a proposal or as an offer to 1) buy or trade investment products and/or 2) procure investment services nor as investment advice. 
Decisions made on the basis of the information in this document are your own responsibility and at your own risk. 

Although ABN AMRO attempts to provide accurate, complete and up-to-date information, which has been obtained from sources that 
are considered reliable, ABN AMRO makes no representations or warranties, express or implied, as to whether the information provided 
is accurate, complete or up-to-date. ABN AMRO assumes no liability for printing and typographical errors. The information included in 
this document may be amended without prior notice. ABN AMRO is not obliged to update or amend the information included herein.

Liability
Neither ABN AMRO nor any of its agents or subcontractors shall be liable for any damages (including lost profits) arising in any way from 
the information provided in this document or for the use thereof.

Copyrights & distribution
ABN AMRO, or the relevant owner, retains all rights (including copyright, trademarks, patents and any other intellectual property right) 
in relation to all the information provided in this document (including all texts, graphic material and logos). The information in this 
document may not be copied or  published, distributed or reproduced in any form without the prior written consent of ABN AMRO or the 
appropriate consent of the owner. The information in this document may be printed for your personal use.

US Person
US Securities Law Disclaimer
ABN AMRO Bank  is not a registered broker-dealer under the U.S. Securities Exchange Act of 1934, as amended (the ‘1934 Act’) and 
under applicable state laws in the United States. In addition, ABN AMRO is not a registered investment adviser under the U.S. Invest-
ment Advisers Act of 1940, as amended (the ‘Advisers Act’ and together with the 1934 Act, the ‘Acts’), and under applicable state laws 
in the United States. Accordingly, absent specific exemption under the Acts, any brokerage and investment advisory services provided 
by ABN AMRO, including (without limitation) the investment products and investment services described herein are not intended for 
U.S. persons. Neither this document, nor any copy thereof may be sent to or taken into the United States or distributed in the United 
States or to a US person.

Other jurisdictions
Without limiting the generality of the foregoing, the offering, sale and/or distribution of the investment products or investment services 
described herein are not intended  in any jurisdiction to any person to whom it is unlawful to make such an offer, sale and/or distribution. 
Persons into whose possession this document or any copy thereof may come, must inform themselves about, and observe any legal 
restrictions on the distribution of this document and the offering, sale and/or distribution of the investment products and investment 
services described herein. ABN AMRO cannot be held responsible for any damages or losses that occur from transactions and/or 
services in defiance with the restrictions aforementioned.

Sustainability Indicator
Sustainability Indicator Disclaimer 
ABN AMRO  has taken all reasonable care to ensure the indicators are reliable, however, the information is unaudited and subject to 
amendment.  ABN AMRO is not liable for any damage that constitutes from the (direct or indirect) use of the indicators. The indicators 
alone do not constitute a recommendation in relation to a specific company or an offer to buy or sell investments. It should be noted 
that the indicators represent an opinion at a specific period of time considering a number of different sustainability considerations. The 
sustainability indicator is only an indication regarding the sustainability of a company within its own sector.
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