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PROFITS OUTLOOK I
B Quarterly publications in good shape

We note this upwards movement and raise our 2010 growth
forecasts to +30% for the US, +27% for the Eurozone and +25%
for the United Kingdom.

B Very attractive valuations...

o Valuations are falling compared to the previous month (bearish
equity markets and upwards reviews of profits)

e The yield differential between equities and private bonds is at
a historically low level

OTHER FACTORS I
B Small Caps: 2010 ...still a good year?

After an excellent 2009, the asset class should benefit from the
inflows into equity funds over the first months of the year (liquidity
effect booster), and the start of the Mergers & Acquisitions
cycle.

B Liquidities: European equity funds benefit from
subscriptions

e New acquisitions for American equity funds. Conversely, in
Europe equity funds continue to benefit from subscriptions.
e Mergers & Acquisitions activity is still slow. IPOs have been
reviewed downwards, e.g. Medica (27 % discount).

Performance of the main indices
since the start of the year
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DJ Euro Stoxx 50 -9,6 %

CAC40 -8,1%

-71%

S&P 500 2,0%
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B Graphical analysis: the upward movement is ques-
tionable and the markets are still searching for their
supports

e Short term: the markets have not stabilised and after having driven
in significant initial supports they must find new bases. Therefore,
the SP500 broke 1090 and may fall to 1030 for the first time.

e The potential for a rise in the medium term is questionable.
However, the momentum is positive, which suggests significant
upturns, particularly a return towards previous highs (1160 for
the SP500).

e The US and Japan have fared better in comparison.

Performance of international stock
market indices
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the corrective force of the real cycle...

The results season in the 4" quarter unfolded with a flourish,
with over 70% of companies from the S&P500 exceeding the
expectations of the consensus. In Europe, the season also started
satisfactorily.

The equity markets fundamentals are therefore very favourable,
inasmuch as the sentiment indicators (risk aversion) or valuations
have eased considerably after the cold shower that the markets
had experienced since the start of the year.

In fact, the risks that we feared for the second half of the year

materialised sooner than we thought, with the spotlight again
turned to the excessive debt of certain States on the periphery
of the Eurozone.

However, we remain convinced that the equity markets are still
in a real cycle, and should therefore rise as and when profits are
revised upwards, the corrective force of the markets. We therefore
maintain our positive outlook, although slightly reducing our
targets.

In fact, in the short term, we have noted a greater volatility.
Furthermore, flows, less significant than forecast, seem to be
focusing on certain asset classes (credit, emerging markets,
mid-caps) rather than on the main western equity markets.

Over a one-year period, the fear of more restrictive budgetary
policies damages the potential for a rise in the markets, particularly
in the US, which will diminish our preference for this zone.

Claire Chaves d’Oliveira
Head of Equity Management
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