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2 facts:

� Macroeconomic indicators are once 

again supporting factors

� Companies repaired balance sheets in 2009

2 major uncertainties:

� Will capital investment recover?

� Will the first signs of recovery be wiped out by monetary and fiscal policy changes?  

2010: wrought with uncertainty

Profits/Value added

Labour 
costs/value 
added

US: Share of value added

All time highs
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� Two sources of protection: unprecedented steepening in major yield curves and the return to 
good break-even points on inflation…

� … but bond volatility is set to increase as monetary policy tightens in the future  

Directional trends in traditional asset classes:
Bonds

Expected yields in 2010 range from 3% for government bonds to 
10% for private high-yield issues

Break-even points on US inflation-linked 10-year

Source Bloomberg
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� Equity markets will continue higher due to low rates and continued contraction in the risk 
premium

Directional trends in traditional asset classes: 
Equities

Equities are expected to return between 5% and 10% in 2010  

S&P 500: equity risk premium

source Datastream et Factset
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� Numerous uncertainties at the macroeconomic level

� No bargains left in major asset classes but the trend could continue to benefit from fund 
flows into risky assets  

Volatility should remain high and the risk/return profile could deteriorate

Directional trends in traditional asset classes: 
To sum up…

2010:  performance will come from tactical allocation
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Edmond de Rothschild Investment Managers: forecasts on 
various asset classes

Performance 2010e  1 year volatility

Equities

Equities – Developed 
countries

5-10% 20%

Equities – Emerging countries 8-15% 40%

Bonds

Government 2-3% 4%

Investment Grade Credit 5-7% 3%

High Yield 9-12% 8%

Emerging Market Debt 9-12% 7%

Commodities + 40%

Funds of hedge funds 8-10% 4-6%

Source : EDRIM Gestion, daily volatility on a roolling 12 month scale
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Edmond de Rothschild Investment Managers: 
opinions on various asset classes

� Markets should deliver reasonable returns in 2010 with exceptional performance from a 
few asset classes

� Risk is however too concentrated in the same macroeconomic issues which essentially 
concern developed countries.  

� What other opportunities are there?
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� For political reasons, Asian currencies alone have not gained ground against the dollar

� And yet, their dynamic economies and property booms require major changes to monetary 
policy 

Over/under valuation of global currencies vs. the dollar

Investment ideas for 2010:
Upside on Asian currencies
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Even compared to 
the cheap dollar, 
Asian currencies 
look attractive!  
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� Developed countries are likely to see their credit ratings downgraded. There is less risk in 
emerging countries because of their growth rates  

� Better management of monetary policy in emerging countries and the introduction of local 
debt markets has sharply reduced the cost of debt. Its risk has also declined as governments 
are now less dependent on international capital flows  

Investment ideas for 2010: 
Debt markets outside the OECD

Source : Bloomberg

Premium on emerging debt (bp)
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� Margins are recovering and companies have abundant cash  

� To maintain margins, companies will focus on external rather than internal growth  

Investment ideas for 2010: 
Resumption in M&A

Global mergers and acquisitions (USDbn) 

Source : Bloomberg
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� There will be considerable yield curve opportunities once central banks start to tighten 
monetary policy

Investment ideas for 2010: 
Yield curves flattening

source Bloomberg

Germany: 2-10 year yield curve (%)  

10-year yield

2-year yield
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Disclaimer

Edmond de Rothschild Investment Managers is the trade mark for the overall entity which comprises EdRIM Solutions and its asset management subsidiary 
EdRIM Gestion
Figures refer to previous years. Past performance, volatility, statistics and rankings are not a reliable indicator of future performance, volatility, statistics and 
rankings. Performance given is net of management charges. Performance indicated may differ from that described in Part B: calculations were not based on 
completed financial years.
This non-binding document is for information purposes. The data, comments and analysis in this bulletin reflect the opinion of EdRIM Gestion with respect to the 
markets and their trends, their regulation and tax treatment, on the basis of its own expertise, economic analysis and information currently known to it. They shall 
not under any circumstances be construed as comprising any sort of undertaking or guarantee whatsoever on the part of EdRIM Gestion. 
The investment service is provided by EdRIM Gestion, an AMF-approved asset management company. 
All potential investors should consult their service provider or advisor and exercise their own judgement independently of the Edmond de Rothschild Group on 
the risks inherent to each investment and its suitability to their own personal and financial circumstances. To this end, investors must acquaint themselves with 
the simplified prospectus for each fund which is approved by the French market authority (AMF), provided before any subscription and available at www.edrim.fr
or from the head office of EdRIM Gestion. In compliance with article 314-76 of the AMF’s general regulations, clients may request details on the remuneration 
associated with the marketing of the products herein. Data in this document is not binding nor has it been certified by the auditors. This document is for 
information only and is non-binding. Edmond de Rothschild Investment Managers shall in no way be held responsible for any decision based on this information.   
Funds of hedge funds of the French ARIA 3 type are not subject to the same rules as UCITS that are open to all investors and may as a result be riskier. Only 
persons mentioned under the section “subscribers concerned” in the simplified prospectus may subscribe to shares in these funds. The subscription to, or 
acquisition of, shares in these funds either directly or through any third party, is reserved to investors listed in article 413-2 in the General Regulations of the 
French Financial Markets Authority (AMF). When subscribing for the first time, investors must state in writing that they have been duly forewarned. 
Performance indicators in the hedge fund universe which are given for information purposes only may be biased (selection bias or survivorship bias) and thus 
may not exactly reflect the performance posted by all the funds in this universe.   

EdRIM Gestion
47 rue du Faubourg Saint-Honoré – 75401 Paris Cedex 08 

Tel:+33 (0)1 40 17 25 25 – Fax +33 (0)1 40 17 23 67 
SAS à Directoire et Conseil de Surveillance au capital de 3.000.000 Euros

437 715 758 R.C.S. Paris - N° TVA FR86437715758
E-mail : EDRIM_Information@lcfr.fr  - www.edrim.fr


