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Executive Summary 

Fed to raise  
interest rates 

June 2015 
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Top Ten Trades for 2015 

For more on these trades and their rationale and risks, please see the 2015 Global Outlook. 

1. Sell EURUSD 

2. Buy TOPIX Currency Hedged 

3. Buy FX Implied Volatility 

4. Sell Front-End USD Rates 

5. EUR 10s30s Flatteners 

6. Sell Gold 

7. Overweight US CMBS Credit 

8. Buy US BB HY versus US CCC HY 

9. Buy Front-End EUR Peripherals 

10. Buy Indian Bonds Against Paying Low Yielders 
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Outlook for Growth 

US 

 We expect average real GDP growth of 3%. 

 Labor market recovery appears sustainable.  

 + Global capital flows, lower gas, biz 

investment , and household formation 

 - Europe and China impacting corp profits 

and exports, disorderly adjustment to Fed 

hikes 

Europe 

 We forecast average real GDP 

growth of 1.2%. 

 We expect cyclical momentum 

to bottom. 

 - Vulnerable to further 

slowdown in China, political risk 

UK 

 Growth is likely to maintain an above-

trend pace. 

 - May General Election could lead to a 

more restrictive fiscal stance. 

Japan 

 Real GDP growth is likely 

to decelerate. 

 VAT hike is likely to be 

postponed to 2017. 

  - Stagflation headwinds 

 

China 

 GDP growth is likely to 

moderate further to 6.8% 

in 2015. 

 + Consumption, housing 

policies 

  - Depressed margins, 

abundant capacity 

Latin America 

 We expect average real GDP 

growth of 3.3%. 

 + Mexico, Colombia, Chile, 

Peru, Ecuador 

 - Lower oil, fiscal accounts, 

policy uncertainty 

EEMEA 

 Real GDP growth is likely to pick 

up modestly (ex-Russia). 

 + Lower commodity prices, ECB 

easing 

  - Higher US rates, weak euro 

area, slower China, lower 

commodities 
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Policy Outlook 

Euro area 
 The ECB is currently engaged in 

credit easing.  

 We see more easing as imminent, 

likely in the form of sovereign debt 

purchases. 

BoE 
 A tighter labor market should lead the 

MPC to raise rates in 2015.  

 Political uncertainty could alter this, as 

the May election could shift the focus 

to addressing fiscal deficit, negating 

the need for monetary tightening. 

BoJ 
 “Saturation” for commercial banks’ 

excess reserve holdings and structural 

impediments lead us to question the 

sustainability and effectiveness of 

continued QE.  

 The government now looks in favor of 

postponing the 2nd VAT hike to 2017. 

 We expect other austerity  measures 

to be introduced to offset tax revenue 

loss in 2015/2016. 

Fed 
 We expect the fast-improving US 

labor market to prompt a Fed hiking 

cycle from June 2015.  

 The fed funds rate should be hiked to 

a range of 1.00%-1.25% by year-end 

2015. 

PBoC 
 Chinese policymakers are more focused on 

structural reform than GDP growth.  

 Aggressive fiscal or credit policy is unlikely 

apart from systematic distress. 

 Monetary policy should accommodate 

economic transitions, prevent liquidity crises. 

Easier Tighter 

We expect a number of policy themes to emerge in 2015:  

 Fed hikes as inflation and unemployment reach their long-run averages 

 Reorientation of capital post-Fed hikes amid uncertain global growth 

 Divergence (BoJ and ECB versus BoE and Fed) 

 EM policymakers’ response to low commodity prices 

 

The Fed is likely to hike in mid-2015, while most of the world considers more easing 

Source: Credit Suisse 
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2015 Core Views 

 In 2015, we expect improved global growth and a mid-year increase in US interest rates. The ECB and the BOJ remain in easing mode, and 

the policy outlook in the rest of the world varies considerably.  

 The risk that global growth remains sluggish is high, and a lack of meaningful improvement could lead to sharp increase in the dollar and a 

significant reorientation of capital flows.  

 Most regions should see decreasing growth headwinds in 2015, although geopolitical uncertainties, volatile oil prices, and moderating Chinese 

growth remain concerns. 

The World Economy in 2015 
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Source: Credit Suisse, Thomson Reuters Datastream 

Fed’s balance sheet is five times larger than it was when the financial crisis 

began in the summer of 2007. 

Excess reserves in the banking system, which were virtually non-existent 

before 2008, have grown to $2.6 trillion. 

Tightening policy with this much cash in the banking system requires special 

tools and a plan.  

The Fed has developed both. 

 Fed funds rate: The Fed plans to continue targeting a range for the 

federal funds rate (probably 25bp wide). 

 IOER: Interest on excess reserves (IOER) has been a very porous floor. 

 O/N RRPs: Overnight reverse repurchase operations are the single best 

method to control overnight rates. 

 Term Deposit Facility (TDF): The TDF should be helpful in neutralizing 

bank reserves temporarily, but it is unlikely to have a significant impact on 

the fed funds effective rate unless it grows very large. 

 Traditional Temporary Open Market Operations (TOMOs): . Traditional 

TOMOs but with the expanded counterparties might be a method in the 

future to conduct monetary policy. 

 Traditional Permanent OMOs: Before going this route, the Fed has 

indicated that it intends to shrink its balance sheet passively at first by not 

reinvesting proceeds from its MBS holdings and perhaps by reinvesting 

less than 100% of its Treasury debt roll-off.  

How Will Tightening Work? The Fed’s Exit Strategy 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=11
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2015 Core Views 

 In 2015, we expect oil markets to find a new, lower price range around $92 per barrel (/b) for Brent – nearly 20% lower than the $110/b average 

of each of the last three years and 12% below the estimated $103/b 2014 average. Most of the risk, in our view, is on the supply side. 

 Aside from by now-familiar risks to exports from sovereign producers across MENA and worries on the demand side focused on Europe and 

China; the critical variable, in our view, is Saudi Arabia. We assume that it will continue to balance oil markets – much like the "central banker 

of oil" should. 

 But the Kingdom may be deciding to abandon its swing producer role. And if the Saudis were to continue to over-supply oil markets, then prices 

would fall much further. A 2015 "equilibrium" could be $80 Brent, down fully 25% from 2014, or lower. 

Oil in 2015: Lower, or Much Lower, Prices? 
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all liquids, processing gains; Opec oil and SA non crude 

Source: Credit Suisse, the BLOOMBER PROFESSIONALTM service 

Base Case 

 Great growth of US oil production continues: 1.2 million b/d (a >2% 

increase) 

 Demand improves, with growth of 1.4% in 2015, higher than consensus 

 Call for Saudi Arabia’s crude oil goes down by ~1Mb/d 

Bull Case (each risk below involves oil exports of 1.5-2.6 Mb/d) 

 Iraq’s south produces a 2.6 Mb/d oil export stream when spare capacity is 

about half that 

 Nothing in Libya is settled yet; flows are back to half of the pre-2011 

average 

 Iran sanctions tighten, which could invite retaliation 

 Nigeria, Algeria, and Venezuela all reach breaking points 

Bear Case 

 Saudi production stays at 9.6 Mb/d, leading to surplus of more than 1 

Mb/d 

 Futures curve falls into a steeper contango and the long-dated part of the 

curve deflates as the upstream oil industry cuts back activity 

 Brent oil prices fall to the $60/b range 

 Non-Opec flow trims to get to WTI of $75/b and Brent of $82/b 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=25
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=25
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2015 Core Views 

 Policy divergence will be a key theme of 2015. We expect monetary policy to tighten in the US and UK and ease in the euro area, Japan, and 

other Asian economies. 

 But three issues have led markets to question whether policy in the US and UK will, in the end, diverge from the rest:  

– weak or no growth in the euro area 

– low CPI inflation on the back of falling commodity and goods prices  

– an absence of wage inflation in the US and UK despite a tightening labor market.  

 We acknowledge the risks but believe that, in the end, they will prove largely immaterial to the prospect of US and UK tightening next year. 

Why Barriers to Policy Divergence Will Not Hold 

Plenty of uncertainty exists about policy lift-off 
Implied date of first hike 

Source: Credit Suisse 

1.5%
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3.0%

3.5%

Jan-14 Apr-14 Jul-14 Oct-14

3y Fwd 1M OIS Rate after 1st Fed hike

3y Fwd 1M SONIA rate after the first BoE hike

Expectations of the scale of policy tightening 
have been steadily pared back 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=31
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=31
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2015 Core Views 

 Following a long period of widespread financial repression, the prospect of Fed tightening awakens a host of opportunities, especially for 

money market investors and in FX markets.  

 We believe that it will also highlight pressure points resulting from changes in market structure that increase risk concentration and raise the 

likelihood of price gaps.  

 In particular, we focus on how retail investors’ access to liquidity has improved, how these investors tend to be trend-following, and how, in 

some sectors, they have grown to represent 25%-30% of the market.   

Pressure Points for Capital Flows into Fed Tightening 

Mutual funds’ holdings account for nearly 13% of the fixed income universe 
Fixed income includes Treasuries, agency, and GSE-backed securities, minus, and corporates 

Source: Credit Suisse, Federal Reserve, Haver Analytics® 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=37
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=37
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2015 Core Views 

 Fed tightening should lessen Europe’s gravitational pull on US yields; we expect a belly-led sell-off  to deliver more curve flattening than is 

currently priced.  

 We expect the impact of higher US yields on European yields to be contained but expect a modest steepening in EUR 2s10s and peripheral 

spread tightening. The gradual pace of UK rate hikes should contribute to Gilts outperforming Treasuries. 

 For EM, we expect a potentially volatile “transition” toward a “new equilibrium” distinguished by greater risk differentiation.  

Coping with Higher US Rates 

Source: Credit Suisse, the BLOOMBERG PROFESSIONAL™ service 

Our rate forecasts suggest continued divergence… 
…and even more substantial flattening of the 5s30s 

curve than is currently priced in the forwards 
CS Swaps curve forecast assumes unchanged swap spreads 
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https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=47
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=47
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Note: Our selection includes Argentina, Brazil, Chile, Colombia, Czech Rep., Hungary, India, Indonesia, Korea, Malaysia, Mexico, Philippines, Peru, Poland, Russia, South Africa, 

Turkey, Venezuela (Q3-4 2013 data for Peru and Venezuela are Credit Suisse estimates).  

Source: IMF, Credit Suisse 

We expect greater risk differentiation to be the main feature of the "new equilibrium" 

Do Higher US Yields Matter for EM? 
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2015 Core Views 

 We expect spread widening in the USD’s favor above and beyond what’s already in the price. This means that our cyclical framework is USD-

positive.  

 Our view is based on cyclical US economic outperformance, structural flows such as GPIF-related outflows from Japan, as well as the prospect 

of further monetary easing from other major central banks, such as the ECB.  

 Current NEER USD valuation is cheap compared to longer-term averages.   

USD Rally: How Far and For How Long? 

Source: Credit Suisse, the BLOOMBERG PROFESSIONAL™ service, BIS 

The recent USD rally is a small move for the USD, relative to history 

Relative NEER valuations 
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https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=55
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=55
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2015 Core Views 

 Our base case for 2015 includes another year of strong returns in global equities and modestly negative returns in fixed income. 

 Better-than-expected global economic growth should improve returns over the base case, while subdued growth should reverse return 

expectations, with fixed income outperforming and equities returning slightly negative. 

 Our Black-Litterman-type asset allocation model favors equities at the expense of other assets but recommends maintaining the benchmark 

allocation to risky fixed income in the base case. 

Expected Returns & Risk Analysis 

Asset Class CS Recommendation Benchmark Weight 2015 Model Weight Difference 

Government Underweight 28% 16% -12% 

Credit and Spread Markets Underweight 14% 7% -7% 

Risky Fixed Income Market Weight 4% 5% +1% 

Equities Overweight 54% 72% +18% 

Source: Credit Suisse  

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=59
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=59
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2015 Core Views 

 Navigating the increasingly common occurrence of “rare” tail risk events and unprecedented policy actions has become crucial for investors.  

 We outline systematic strategies that exhibit three key features of tail risk hedging: (1) asymmetrical payout (high return in periods of stress, 

little or no performance erosion in normal market conditions); (2) high liquidity in the instruments traded; and (3) the ability to be positioned 

accurately to absorb tail risk events.   

Tail Risk Hedging  

  BBG Ticker Launch Date Description Indicator Instruments Traded 

CS Defensive 

Volatility Index 
CSEADVOL 9/26/2012 

Gains long exposure to S&P 500 implied 
volatility at lowest possible cost of carry 
based on the relative roll yield along the 

term structure. 

Always long volatility, 
adjusts leverage 

according to slope of 
the VIX futures curve 

S&P 500 VIX short- 
and medium-term 

futures (SPVXSP and 
SPVXMP) 

CSTOPS CSTSERUS 8/1/2011 

Trades Eurodollar/Euribor futures and US 
and Eurozone bond futures with tenors 
ranging from three months to ten years 

when the model detects upward 
momentum in these futures. 

Momentum signal 

8 Eurodollar/Euribor 
futures and 6 US and 

Eurozone bond 
futures 

CS Cheapest 

Slide Index 
CSEACHPS 12/8/2011 

Gains long exposure to Euro Stoxx 50 
implied volatility at lowest possible cost of 

carry by positioning itself at the most 
advantageous point on the term structure 

Always long volatility, 
adjusts leverage 

according to expected 
roll yield 

Forward starting 
variance swaps on 

SX5E 

CS Equity 

Dynamic Tail 

Hedge Index 

CSEADYTL 7/15/2011 
Systematically sells delta-hedged ratio 

put spreads when signals indicate 
extreme negative market scenarios 

CDS spreads on 
European companies, 
Euro Stoxx 50 skew 

Listed ratio put 
spreads on SX5E 

Summary of tail risk hedging strategies 

Source: Credit Suisse 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=67
https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=67
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2015 Core Views  

 If the Fed starts a tightening cycle mid-year, high yield should underperform, especially CCCs, which have the most refinancing risk.  Loans 

should outperform bonds in this environment. 

 In Europe, weak economic performance may be met by strong central bank intervention.  Performance will depend on the timing and size of 

that intervention.  In its absence, performance should be below coupon. 

 If Fed policy does not change, sell-off/recovery cycles may continue, driven by uncertainty about macro events and low dealer inventory. 

Thematic Trade Ideas 

 We expect BB bonds to outperform in US high yield and CCCs to underperform once rate hikes begin. 

 We favor B over BB in European high yield and look for value selectively in CCC bonds of stronger capital structures. 

 We recommend overweighting loans when the yield difference with bonds approaches parity. 

 

Credit: Global Leveraged Finance Strategy 

Performance Actual YTD Projected Projected

Annual Total Return 2013 10/30/2014 2014 2015

US High Yield Bonds 7.53% 4.38% 5.5% 5%

US Leveraged Loans 6.15% 2.60% 4% 4%

W. European High Yield (Hedged in €) 9.10% 4.26% 5.5% 4.5%

W. European Lev. Loans (Hedged in €) 8.73% 2.20% 3% 3.5%

Default Rate Summary Actual LTM Projected Projected

2013 Sep-14 2015 2016

US High Yield Bonds 0.91% 2.12% 1% - 3% 0% - 2%

US Leveraged Loans 1.46% 3.03% 0% - 2% 0% - 2%

W. European High Yield (Hedged in €) 0.70% 0.96% 0% - 1% 0% - 1%

W. European Lev. Loans (Hedged in €) 3.05% 3.08% 1% - 3% 1% - 2%

Source: Credit Suisse 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=73
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2015 Core Views  

 European credit is still "all one trade"; the absence or return of systemic risk is the call. 

 But 2015 could well be the year that "all one trade" breaks down sharply.  

 In the modal case of a year that looks like 2014, credit should offer strong excess returns. 

Thematic Trade Ideas 

 We recommend staying overweight credit in a fixed income portfolio. 

 Financials should outperform in the modal case but are exposed to the risk case. 

 We view corporates as a "safe haven" that may be supported even more by ECB intervention, but we are on the alert for profit challenges. 

 

Credit: European Credit Strategy 

iTraxx*  Main active contract (“Main”) and average of ES and IT 

5y sovereign CDS 

ITraxx* Financial Senior active contract less Main and average of 

ES and IT 5y CDS 

It’s still all one trade…but 2015 could be the end for this 

*iTraxx is a registered trademark of the International Index Co Ltd. Source: Credit Suisse 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=79
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2015 Core Views  

 For Latam corporate credit, we foresee mixed earnings performance, with divergence across regions and sectors. We favor select Mexican and 

Andean corporates and prefer credits in infrastructure, consumption, and utilities with solid liquidity. 

Thematic Trade Ideas 

 In Latam corporates, we prefer HY over HG given the more attractive spread pick-up to similarly rated US corporates, but we caution that 

selectivity in credit selection is key. 

 

Credit: Latin America Corporate Credit Strategy 

9.6%

8.0%
7.3% 7.0% 6.8%

6.1%

5.2% 4.9%
4.5%

0.6%

0%

2%

4%

6%

8%

10%

12%
Total Return (2014 YTD) Return Vol (2014 YTD)

Latam corporates have outperformed US benchmarks year to date 

Source: Credit Suisse, data are as of October 31, 2014 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=84
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2015 Core Views  

 2015 should be a tougher year for emerging market fixed income, but the asset class is unlikely to crash across the board, and we still see 

opportunities. 

 Growth in EM economies is relatively weak, and current account positions (cash flows in a macro sense) are weaker than during previous 

Fed’s tightening cycles. 

 Still, the recent fall in commodity prices and comfortable valuations in many of the high-yielding markets suggest some room for EM duration to 

outperform in 2015. 

Thematic Trade Ideas 

 We recommend bullish duration in India and Indonesia and a market weight in Russia, and we suggest paying low-yielding rates (preferably 

Thailand or Israel) to hedge long rate exposures. 

 We like curve steepeners in Malaysia, South Africa, Thailand, and Turkey local markets and in the Brazilian CDS curve. 

 We favor receiving front-end rates in Brazil, Chile, and Mexico. 

 

Emerging Markets 
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2015 Core Views  

 We remain optimistic on equities for the first half of 2015 but fear a significant market correction in the second half. Consequently, our year-end 

forecast for the S&P 500 is 2,100, below our mid-year target of 2,200. 

 In 2015, central bank balance sheets are likely to expand at a more rapid rate than in 2014. This helps to support excess liquidity and equity 

valuations. 

 We expect profit margins to peak toward the end of 2015 as labor regains pricing power and borrowing costs move higher. We are 4% below 

consensus for US EPS growth in 2015. 

Equity Strategy 
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The gap between the actual and warranted equity risk 

premium remains abnormally high 

Global excess liquidity is consistent with a  

re-rating of global equities of about 10% 
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2015 Core Views  

 Markets have systematically mispriced the likelihood of policy divergence surprises outside of the all-encompassing impact of a less 

accommodative Fed.  

 Continued EUR weakness also is likely to be a significant problem for other European currencies as their central banks try to find ways to 

compensate for low inflation and weak exports. The idea of EUR floors for currencies such as SEK may gain ground. 

 JPY should stay on the back foot, although we think that implied volatility is underpriced. The AUD and NZD are likely to suffer from weak 

commodity prices, with the former also needing to face down the impact of possible macro-prudential regulation. 

Thematic Trade Ideas 

 We favor short EUR positioning against USD, CAD, and selected EM currencies where carry is particularly elevated and domestic negatives 

are largely priced in. 

 We recommend being long volatility via FVAs and volatility swaps in EURUSD, EURAUD and EURGBP. 

 We argue in favor of exploiting dips in USDJPY toward 114 or below as an opportunity to establish fresh long positions. But we prefer options 

to spot for view expression given that implied volatility appears underpriced. 

 

FX Strategy 
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2015 Core Views  

 The curve should flatten aggressively in 2015, with 5s30s collapsing by more than is currently implied by the forwards. 

 Europe should exert less of a drag on US yields as we enter the Fed tightening cycle, ultimately allowing 10s to sell off toward our year-end 

forecast of 3.35%. 

 We expect TIPS breakevens to rise off their current depressed levels next year as oil deflation slows and core inflation gradually moves back 

toward 2%; we remain cautious, however, and look for a better tactical opportunity to establish longs in TIPS breakevens. 

Thematic Trade Ideas 

 We like 5s30s flatteners. 

 We recommend being short EDZ5 via risk reversals. 

US Rates 

Source: Credit Suisse Locus 

Although the 5s30s curve is further along in its flattening than it was prior to the 2004 

hike cycle, we see scope for another ~45bp of flattening in 2015 
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2015 Core Views  

 Our core scenario is for muddling through: The ECB tries to tread the fine line of doing just enough; hurdles to sovereign QE remain higher 

than the market is pricing. 

 In this environment, growth remains low, inflation is positive, and Bunds trade in a range. Tactical trades dominate. 

 Political risks and ECB QE uncertainty are likely to increase peripheral volatility. 

Thematic Trade Ideas 

 We recommend being long 2y Spain. 

 We like EUR 10s30s flatteners. 

 We favor 3y2y EURUSD FX basis swap wideners. 

 We suggest being short 10y UKT ASW. 

European Rates 
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Source: Credit Suisse 

https://doc.research-and-analytics.csfb.com/docView?sourceid=em&document_id=x601627&serialid=dR9vl%2fEWR7G3qTa7AHxHFemtLv9ZTwdHfX4fZ7OEi0A%3d#page=112


  

24 

2015 Core Views  

 We generally maintain a positive outlook across the various securitized products, with spreads expected to stay range bound or tighten, to 

various degrees. 

 Sector performance, as a function of forecasted changes in supply and demand technicals, is a common key theme across the sub-sectors, but 

unlike in prior years, there is some divergence in the outlook for the various markets. 

 Fundamentals are neutral to positive across the various credit sectors. 

Thematic Trade Ideas 

 In Agency, we recommend tactical trades on the MBS basis, as range-bound rates, declining, vol, and reasonably attractive should be positive 

in the near term, with the potential for occasional mean-reversion tactical shorts. 

 In non-Agency, given that we expect the curve to remain flat, we prefer Alt-A ARMs and POA Dupers, given their carry potential and 

fundamental upside. We are positive on GSE credit risk-sharing last cash flows versus legacy RMBS. 

 The improvement of the overall property market is, by extension, very positive for the CMBS market, and we believe that commercial real 

estate prices will be able to extend their multiyear rally. 

 In European SP, we expect spreads to further tighten once ECB purchases start and believe that Spanish RMBS can reach 40bp should the 

ECB’s purchases prove consistent and sustained. 

 

Securitized Products 

Source: Credit Suisse 

The base-case mortgage rate for 2015 implies a benign prepayment outlook 
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2015 Core Views  

 Not paying proper attention to historically unprecedented demographic changes is affecting both fiscal and monetary policy effectiveness. 

Understanding changing ageing and consumption/savings patterns as well as asking “what is optimal fiscal policy” requires a better 

understanding of demographics.  

 In our view, monetary policy is also ineffective in an ageing world, and voting patterns of the old have effects on inflation and distribution. The 

older populations borrow less and have less need for credit than poor populations. We think that monetary policy makers ought to actively and 

effectively monitor personal income  and wealth distributions as well as asset prices. 

Global Demographics and Pensions 

Source: Credit Suisse, UN 
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2015 Core Views  

 The USD has achieved our first target, but we remain bullish. 

 We expect 5s30s bond curves in Germany and the US to flatten. 

 We are bearish gold. 

 We are bullish China. 

Thematic Trade Ideas 

 We recommend buying the USD on setbacks. We remain bullish USDCAD for our 1.1666/1.1766 target. 

 We suggest looking to establish 5s30s German and US flatteners. 

 We recommend staying short gold for our $1000 target. 

Technical Analysis 

Source: Updata, the BLOOMBERG PROFESSIONAL™ service, Credit Suisse 

US $ Trade Weighted Index (BoE) – weekly 
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Forecasts 

Source: Credit Suisse estimates, Thomson Reuters DataStream.  Note: IMF PPP weights are used to compute regional and global aggregate figures.  *Annual figures for India are 

on fiscal year basis 

Credit Suisse Global and Developed Economics forecasts 

  2014 2015E 4Q/4Q Annual average  

  1Q 2Q 3QE 4QE 1Q 2Q 3Q 4Q 12 13 14E 15E 12 13 14E 15E 

Global  Real GDP (qoq ann) 1.6 2.6 2.9 2.7 2.5 3.1 3.5 3.4 2.1 3.1 2.4 3.1 2.5 2.6 2.6 2.9 

  IP (y oy) 4.3 4.1 3.4 3.2 3.1 3.7 … … 2.4 4.1 3.2 … 3.2 3.0 3.7 3.4 

  Inflation (y oy ) 2.6 3.1 2.9 2.9 2.8 2.6 2.7 3.1 2.6 2.6 2.9 3.1 3.3 3.1 3.3 3.1 

US Real GDP (qoq ann) -2.1 4.6 3.5 2.5 2.8 3.0 3.2 3.2 1.6 3.1 2.1 3.1 2.3 2.2 2.2 3.1 

  Inflation (y oy ) 1.4 2.1 1.8 1.3 0.9 0.5 0.8 1.5 1.9 1.2 1.3 1.5 2.1 1.5 1.6 0.9 

 Policy  rate (eop) 0-.25 0-.25 0-.25 0-.25 0-.25 .25-.50 .50-.75 1.00-1.25 ... ... … … ... ... ... … 

  10y  bond y ield  2.72 2.53 2.53 2.30 2.65 2.85 3.10 3.35 ... … … … ... ... ... … 

Japan Real GDP (qoq ann) 6.0 -7.1 3.3 1.4 0.1 0.7 2.9 -2.2 -0.3 2.5 0.8 0.3 1.5 1.5 0.9 0.6 

 Inflation ex . fresh food (y oy) 1.3 3.3 3.1 2.8 2.6 0.5 0.5 1.7 -0.1 1.1 2.8 1.7 -0.1 0.4 2.6 1.3 

  Policy  rate (eop) 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 ... ... … … ... ... ... … 

  10y  bond y ield 0.60 0.59 0.54 0.55 0.60 ... ... ... ... ... … … ... … … … 

 USDJPY (eop) 103 101 110 115 120 123 125 125 ... ... … … ... … … … 

Euro Area Real GDP (qoq ann) 1.2 0.3 0.5 0.7 1.2 1.5 1.8 1.8 -0.9 0.4 0.7 1.6 -0.6 -0.4 0.8 1.1 

  Inflation (y oy ) 0.7 0.6 0.4 0.3 0.4 0.6 0.7 1.1 2.2 0.8 0.3 1.1 2.5 1.4 0.5 0.7 

 Policy  rate (eop) 0.25 0.15 0.05 0.05 0.05 0.05 0.05 0.05 ... ... ... ... ... ... … … 

  10y  bund y ield 1.59 1.35 0.95 0.80 0.95 1.15 1.25 1.35 ... ... ... ... ... ... ... ... 

 EURUSD (eop) 1.38 1.37 1.26 1.25 1.20 1.18 1.15 1.15 ... ... ... ... ... ... ... ... 

UK Real GDP (qoq ann) 3.0 3.7 2.8 2.2 2.7 2.7 2.8 2.8 0.4 2.7 2.9 2.8 0.7 1.7 3.0 2.7 

 Inflation (y oy ) 1.7 1.7 1.5 1.2 1.2 1.3 1.5 1.7 2.7 2.1 1.2 1.7 2.8 2.6 1.5 1.4 

  Policy  rate (eop) 0.50 0.50 0.50 0.50 0.75 1.00 1.25 1.50 ... ... ... ... ... ... ... ... 

 10y  bond y ield 2.72 2.67 2.43 2.30 2.50 2.75 2.85 3.00 ... ... ... ... ... ... ... ... 

  GBPUSD (eop) 1.67 1.71 1.62 1.58 1.56 1.55 1.54 1.53 ... ... ... ... ... ... ... ... 

Switzerland  Real GDP (qoq ann) 1.8 0.8 0.8 0.8 2.1 1.8 2.4 3.0 1.6 2.2 0.9 2.3 1.1 1.9 1.4 1.6 

 Inflation (y oy ) 0.0 0.0 0.0 0.2 0.4 0.4 0.5 0.7 -0.3 0.3 0.2 0.7 -0.7 -0.2 0.1 0.5 

  Policy  rate (eop) 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 ... ... ... ... ... ... ... ... 

 USDCHF (eop) 0.90 0.90 0.94 0.96 1.00 1.04 1.06 1.07 ... ... ... ... ... ... ... ... 

NJA  Real GDP (qoq ann) 5.1 7.2 5.9 6.2 5.5 6.9 5.7 6.7 6.7 6.2 6.1 6.2 6.2 6.3 6.2 6.2 

 Inflation (y oy ) 2.9 3.0 2.4 3.0 3.1 3.4 3.7 3.7 3.0 3.5 3.0 3.7 4.3 4.1 3.4 3.6 

  China  Real GDP (qoq ann) 6.1 8.2 7.8 7.0 6.0 6.9 7.2 7.2 7.6 7.6 7.3 6.8 7.7 7.7 7.3 6.8 

 IP (y oy) 8.7 9.1 7.9 7.3 7.4 7.1 ... ... 9.7 9.8 7.3 ... 10.0 9.7 8.2 7.2 

  Inflation (y oy ) 2.3 2.2 2.0 2.4 2.6 3.0 3.4 3.3 2.1 2.9 2.4 3.3 2.6 2.6 2.2 2.8 

  India* Real GDP (qoq ann) 6.7 11.0 0.7 6.0 6.7 13.1 0.7 8.4 4.7 4.6 6.0 7.1 4.5 4.7 5.7 6.8 

EEMEA  Real GDP (qoq ann) 0.5 0.5 0.6 -0.4 -1.7 0.8 4.6 4.5 1.3 2.5 0.3 2.0 3.1 2.5 2.2 1.8 

 Inflation (y oy ) 5.1 6.1 6.2 6.9 6.6 5.9 5.3 4.6 5.3 5.0 6.9 4.6 4.8 4.7 5.3 4.7 

LATAM Real GDP (qoq ann) 0.4 -0.3 1.1 3.2 1.8 2.0 3.0 3.4 2.7 2.1 1.1 2.5 2.7 2.5 1.2 2.2 

 Inflation (y oy ) 10.2 11.2 11.8 11.8 12.0 12.0 12.1 12.2 6.3 9.4 11.8 12.2 6.2 7.4 10.7 9.6 
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Forecasts 
Credit Suisse Interest Rate forecasts 

Source: Credit Suisse; Note: Last values as of 11 November 

US – Treasuries Last  2015 1Q 2015 2Q 2015 3Q 2015 4Q 

Fed Funds 0-0.25  0-0.25 0.25-0.50 0.50-0.75 1.00-1.25 

2-Yr Yield 0.54  0.65 1.25 1.75 2.00 

5-Yr Yield 1.64  1.90 2.25 2.65 2.90 

10-Yr Yield 2.37  2.65 2.85 3.10 3.35 

30-Yr Yield 3.09  3.45 3.55 3.70 3.90 

UK - Gilts Last  2015 1Q 2015 2Q 2015 3Q 2015 4Q 

Base Rate 0.50  0.75 1.00 1.25 1.50 

2-Yr Yield 0.67  0.90 1.30 1.60 1.90 

5-Yr Yield 1.55  1.90 2.20 2.35 2.60 

10-Yr Yield 2.24  2.50 2.75 2.85 3.00 

30-Yr Yield 2.96  3.10 3.20 3.25 3.35 

Euro - German Benchmarks Last  2015 11 2015 2Q 2015 3Q 2015 4Q 

ECB Repo 0.05  0.05 0.05 0.05 0.05 

2-Yr Yield -0.06  -0.05 -0.05 -0.05 -0.05 

5-Yr Yield 0.12  0.10 0.20 0.30 0.40 

10-Yr Yield 0.82  0.95 1.15 1.25 1.35 

30-Yr Yield 1.75  1.80 1.95 2.05 2.15 
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Forecasts 
Credit Suisse FX Strategy forecasts 

Source: Credit Suisse 

Credit Suisse Global Leveraged Finance Strategy forecasts 

Major Currencies 

vs. USD EURUSD USDJPY GBPUSD USDCHF USDCAD AUDUSD NZDUSD USDSEK USDNOK 

3m 1.200 120.00 1.558 1.008 1.150 0.830 0.735 7.750 7.250 

12m 1.150 125.00 1.533 1.070 1.170 0.780 0.709 8.087 7.565 

vs. EUR   EURJPY EURGBP EURCHF EURCAD EURAUD EURNZD EURSEK EURNOK 

3m  144.00 0.770 1.210 1.380 1.446 1.634 9.300 8.700 

12m  143.75 0.750 1.230 1.346 1.474 1.622 9.300 8.700 

Emerging Currencies 

vs. USD USDCNY USDHKD USDINR USDIDR USDKRW USDMYR USDPHP USDSGD USDTHB 

3m 6.140 7.750 62.00 12300 1100 3.280 45.50 1.275 32.60 

12m 6.120 7.750 63.00 12600 1133 3.380 46.00 1.285 33.00 

vs. USD USDRUB USDTRY USDZAR USDILS USDBRL USDMXN USDHUF USDPLN USDTWD 

3m 44.04 2.364 11.25 3.90 2.400 13.40 320.0 4.200 29.80 

12m 42.15 2.465 11.50 3.90 2.550 13.10 325.0 4.100 29.90 

 

 

Total Returns (%) 

2015 Projections 

2015 Issuance  

Projections 

Default Rates (%) 

2015 Projections 

Default Rates (%) 

2016 Projections 

US High Yield Bonds 5%  1%-3% 0%-2% 

US Leveraged Loans 4%  0%-2% 0%-2% 

W. European High Yield (Hedged in €) 4.5% €125 bn 0%-1% 0%-1% 

W. European Lev. Loans (Hedged in €) 3.5% €110 bn 1%-3% 1%-2% 
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Disclosure Appendix cont’d 
Corporate Bond Risk Category Definitions  

In addition to the recommendation, each issue may have a risk category indicating that it is an appropriate holding for an "average" high yield investor, designated as Market, or that it has a higher or lower risk profile, designated as Speculative and 

Conservative, respectively. 

 

Credit Suisse Credit Rating Definitions  

Credit Suisse may assign rating opinions to investment-grade and crossover issuers. Ratings are based on our assessment of a company's creditworthiness and are not recommendations to buy or sell a security. The ratings scale (AAA, AA, A, BBB, BB, 

B) is dependent on our assessment of an issuer's ability to meet its financial commitments in a timely manner. Within each category, creditworthiness is further detailed with a scale of High, Mid, or Low – with High being the strongest sub-category rating: 

High AAA, Mid AAA, Low AAA – obligor's capacity to meet its financial commitments is extremely strong; High AA, Mid AA, Low AA – obligor's capacity to meet its financial commitments is very strong; High A, Mid A, Low A – obligor's capacity to 

meet its financial commitments is strong; High BBB, Mid BBB, Low BBB – obligor's capacity to meet its financial commitments is adequate, but adverse economic/operating/financial circumstances are more likely to lead to a weakened capacity to meet 

its obligations; High BB, Mid BB, Low BB – obligations have speculative characteristics and are subject to substantial credit risk; High B, Mid B, Low B – obligor's capacity to meet financial commitments is very weak and highly vulnerable to adverse 

economic, operating, and financial circumstances; High CCC, Mid CCC, Low CCC – obligor's capacity to meet its financial commitments is extremely weak and is dependent on favorable economic, operating, and financial circumstances. Credit Suisse's 

rating opinions do not necessarily correlate with those of the rating agencies. 

 

Credit Suisse’s Distribution of Global Credit Research Recommendations* (and Banking Clients) 

 Global Recommendation Distribution** 

Buy 11% (of which  86% are banking clients) 

Outperform 20% (of which  60% are banking clients) 

Market Perform 42% (of which  61% are banking clients) 

Underperform 25% (of which  73% are banking clients) 

Sell 2% (of which  100% are banking clients) 

*Data are as at the end of the previous calendar quarter. 

**Percentages do not include securities on the firm’s Restricted List and might not total 100% as a result of rounding. 

 

Structured Securities, Derivatives, Options, and Futures Disclaimer  

General risks: Structured securities, derivatives, options (OTC and listed), and futures (including, but not limited to, commodity, foreign exchange, and security futures) are complex instruments that are not suitable for every investor, may involve a high 

degree of risk, may be highly illiquid, and may be appropriate investments only for sophisticated investors who are capable of understanding and assuming the risks involved. There is a risk of unlimited, total, or significant loss resulting from the 

use of these instruments for trading and investment.  

Before entering into any transaction involving these instruments, you should ensure that you fully understand their potential risks and rewards and independently determine that they are appropriate for you given your objectives, experience, financial and 

operational resources, and other relevant circumstances. For options, please ensure that you have read the Options Clearing Corporation's disclosure document, available at: http://www.optionsclearing.com/publications/risks/riskchap1.jsp. 

Risk of losses on options: The maximum potential loss on buying a call or put option is the loss of total premium paid. The maximum potential loss on selling a call option is unlimited. The maximum potential loss on selling a put option is substantial 

and may exceed the premium received by a significant amount. There are many other options combinations that entail significant risks and transaction costs: you should ensure they are appropriate for your situation and that you understand the risks. 

Risk of losses on futures: The maximum potential loss on buying a futures contract is substantial (the loss of the value of the contract) and can be amplified by leverage. The maximum potential loss on selling a futures contract is unlimited. 

OTC options and other derivatives: In discussions of OTC options and other derivatives, the results and risks are based solely on the hypothetical examples cited; actual results and risks will vary depending on specific circumstances. Investors are 

urged to consider carefully whether these products, as well as the products or strategies discussed herein, are suitable to their needs. While some OTC markets may be liquid, transactions in OTC derivatives may involve greater risk than investments in 

exchange-listed derivatives because there is no exchange market on which to liquidate a position and it may be very difficult to assess the value of the position because bid and offer prices need not be quoted. 

Structured products: These products often have a derivative component. As a result, they carry not only the risk of loss of principal, but also the possibility that at expiration the investor will own the reference asset at a depressed price. Even if a 

structured product is listed on an exchange, active and liquid trading markets may not develop and the structured product may be thinly traded. 

Taxation: Because of the importance of tax considerations for many option and other derivative transactions, investors considering these products should consult with their tax advisors as to how taxes affect the outcome of contemplated options or other 

derivatives transactions. You should consult with such tax, accounting, legal or other advisors as you deem necessary to assist you in making these determinations. 

Transaction costs: Such costs may be significant in option strategies calling for multiple purchases and sales of options and other derivatives, such as spreads and straddles. Commissions and transaction costs may be a factor in actual returns realized 

by the investor and should be taken into consideration.  

Trading on margin: Margin requirements vary and should be determined before investing as they can impact your profit potential. If the market moves against your position, you may be called upon by your broker to deposit a substantial amount of 

additional margin funds, on short notice, in order to maintain your position. If you do not provide the required funds within the time required by your broker, your position may be liquidated at a loss, and you will be liable for any resulting deficit in your 

account. 

Further information: Supporting documentation for any claims, comparisons, recommendations, statistics or other technical data in this material wi ll be supplied upon request. Any trade information is preliminary and not intended as an official 

transaction confirmation. If you have any questions about whether you are eligible to enter into these transactions with Credit Suisse, please contact your sales representative. 

 

http://www.optionsclearing.com/publications/risks/riskchap1.jsp
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Disclosure Appendix cont’d 
References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the following link: https://www.credit-
suisse.com/who_we_are/en/This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such 
distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates ("CS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, 
unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission 
of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. The information, tools and material presented in this report are provided to you for 
information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred 
to in this report are suitable for any particular investor. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and services contained or referred to in this report may not be suitable for you 
and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any 
investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an 
independent tax adviser. Please note in particular that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no 
representation as to their accuracy or completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such liability arises under specific 
statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future issue, other communications that are inconsistent with, and reach 
different conclusions from, the information presented in this report. Those communications reflect the different assumptions, views and analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other 
communications are brought to the attention of any recipient of this report. Some investments referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the 
only market maker in such investments. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions 
and estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can 
fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as 
ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are 
capable of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange 
rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult 
with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value 
causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment and, in such circumstances, you may be 
required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily 
realisable and it may be difficult to sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or 
contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses 
or hyperlinks to CS's own website material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this document. Accessing such website or following such link through this 
report or CS's website shall be at your own risk. This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is authorised by the Prudential 
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am Main regulated by 
the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in Brazil by Banco de Investimentos Credit 
Suisse (Brasil) S.A or its affiliates; in Mexico by Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit Suisse Securities 
(Japan) Limited, Financial Instruments Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, 
Type II Financial Instruments Firms Association; elsewhere in Asia/ Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited, 
Credit Suisse Securities (Thailand) Limited, regulated by the Office of the Securities and Exchange Commission, Thailand, having registered address at 990 Abdulrahim Place, 27th Floor, Unit 2701, Rama IV Road, Silom, Bangrak, Bangkok 10500, 
Thailand, Tel. +66 2614 6000, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited (CIN no. U67120MH1996PTC104392) regulated by the Securities and Exchange Board 
of India (registration Nos. INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House, Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777, Credit Suisse Securities (Europe) 
Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the relevant authorised affiliate of the above. Research on 
Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse 
Securities (Malaysia) Sdn Bhd, to whom they should direct any queries on +603 2723 2020. This report has been prepared and issued for distribution in Singapore to institutional investors, accredited investors and expert investors (each as defined 
under the Financial Advisers Regulations) only, and is also distributed by Credit Suisse AG, Singapore branch to overseas investors (as defined under the Financial Advisers Regulations). By virtue of your status as an institutional investor, accredited 
investor, expert investor or overseas investor, Credit Suisse AG, Singapore branch is exempted from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the "FAA"), the Financial Advisers 
Regulations and the relevant Notices and Guidelines issued thereunder, in respect of any financial advisory service which Credit Suisse AG, Singapore branch may provide to you. This research may not conform to Canadian disclosure requirements. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be 
made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. 
customers wishing to effect a transaction should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S. Please note that this research was originally prepared and issued by CS for distribution to their market 
professional and institutional investor customers. Recipients who are not market professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this 
report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not authorised by the Prudential Regulation Authority and regulated by the 
Financial Conduct Authority and the Prudential Regulation Authority or in respect of which the protections of the Prudential Regulation Authority and Financial Conduct Authority for private customers and/or the UK compensation scheme may not be 
available, and further details as to where this may be the case are available upon request in respect of this report. CS may provide various services to US municipal entities or obligated persons ("municipalities"), including suggesting individual 
transactions or trades and entering into such transactions. Any services CS provides to municipalities are not viewed as "advice" within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS is providing 
any such services and related information solely on an arm's length basis and not as an advisor or fiduciary to the municipality. In connection with the provision of the any such services, there is no agreement, direct or indirect, between any 
municipality (including the officials, management, employees or agents thereof) and CS for CS to provide advice to the municipality. Municipalities should consult with their financial, accounting and legal advisors regarding any such services provided 
by CS. In addition, CS is not acting for direct or indirect compensation to solicit the municipality on behalf of an unaffiliated broker, dealer, municipal securities dealer, municipal advisor, or investment adviser for the purpose of obtaining or retaining 
an engagement by the municipality for or in connection with Municipal Financial Products, the issuance of municipal securities, or of an investment adviser to provide investment advisory services to or on behalf of the municipality. If this report is 
being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that institution should contact that institution to effect a transaction in the securities 
mentioned in this report or require further information. This report does not constitute investment advice by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, 
directors and employees accept any liability whatsoever for any direct or consequential loss arising from their use of this report or its content. Principal is not guaranteed. Commission is the commission rate or the amount agreed with a customer 
when setting up an account or at any time after that.  
Copyright © 2014 CREDIT SUISSE AG and/or its affiliates. All rights reserved. 

Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can be eroded 
due to changes in redemption amounts. Care is required when investing in such instruments.  
When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS as a seller, you will be requested to pay the 
purchase price only.  
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