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Interest rate strategy

Some good economy news . . . in the price 
now?
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Short-term, the world is going through a liquidity 
flood. Central bank balance sheets

Perhaps we have reached ‘enough’ already? 

% of stocks trading above their 150day average, and the level of the S&P500
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Real GDP: countries in the sweet-spot survive, 
some look exposed

2012 GDP (Feb 2012 forecast)
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Change in 2012 GDP forecast (from Autumn 2011)0.5

Real GDP rate counts, but so does momentum
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Coping well – many of these are 
in your sweetspot
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World economic forum: fiscal policy no.1 world 
risk

RBS sovereign risk: periphery scores badly
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The danger: EMU banks seeing capital flight

Deposit flight is a trend in Greece and now the risk across a number of 
countries 

Greece is seeing systematic deposit flight and we do not expect this to stop.  
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Deposits only now moderating Trend in Greek deposits is worrying 

Euro exit risks.
Contagion risks to other countries is prominent and is likely to only be 

beginning in Italy on talk wealth taxes and general risk aversion. 
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 EMU GDP not set to recover to pre crisis level until 2016 

 Well behind other DM regions

Which is why Europe is diverging from USA . . .

Nordics: SEK 6y to deleverage; DKK in 5th

year of consumption recession
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 Structural headwinds for growth 

 More leveraged banking system  cutting 

Sadly, the news is a lot worse in Europe
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deleveraging

 More leveraged banking system, cutting 
E5trn

Denmark, Expenditure Approach, Final Consumption Expenditure, Households, Total, Constant Prices, SA
 Denmark, Household Lending, Share of GDP
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Long-term, lower trend GDPs due to 
deleveraging = more equity underperformance

Equity vs bond total returns normalised April 2004
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Who has a credible fiscal plan – the UK
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This is not just about BoE buying. Foreigners 
rightly sponsor the ‘UK fix-it’ story
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So  . . . UK Gilt yields will not be rising
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Questions or comments?

Expressions of individual views by 
members of The Actuarial Profession 
and its staff are encouraged.

The views expressed in this presentation 
are those of the presenter.
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