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With improved valuations
over the past 12 months,
Standish says it sees
opportunities across a
number of global bond
sectors and currency
areas for 2012.
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The Federal Reserve,
the European Central

Bank (ECB), the Bank of
England (BoE) and now
the People’s Bank of

China (PBoC) are all on
the same page in terms
of monetary policy.

February 2012
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Exhibit 1 - ECB Joins Fed in Expanding Balance Sheet
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Source: Federal Reserve and European Central Bank as of December 31, 2011.
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Geopolitical events
have the potential to
be a major influence
on financial markets
in 2012.

February 2012
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Exhibit 2
| e e | e
Change
France Spring 2012 Uncertain Sovereign Debt Crisis
Russia Spring 2012 Low Corruption /Democratization
China Fall 2012 High Hard Landing
United States Fall 2012 Uncertain Policy Paralysis

Source: Standish

1 See recent Standish analysis by Thomas D. Higgins, Edward Ladd and Ai Ling Ngiam, “Rising Uncertainty in China,”
Standish/BNY Mellon Asset Management, January 2012.
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In our view, the
market-making ability
of dealers to provide
liquidity for many
types of fixed income
assets has already
been permanently and

structurally diminished.

February 2012
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\We continue to favor
assets with strong
fundamentals and
attractive valuations
that can withstand
occasional bouts
of volatility.

February 2012

Exhibit 3 - Primary Dealers Shrink Their Balance Sheets
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Source: New York Federal Reserve as of January 11, 2012.
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As we continue to
seek clarity on some
of the major risks to
our 2012 outlook, our
view will be to avoid
assets with deteriorating
fundamentals such as
the sovereign bonds
and senior and sub-
ordinated bank bonds
from certain peripheral
European economies.
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