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The J.P. Morgan View
Q&A on Greek exit risk
Jan Loeys™™
= Asset Allocation — With hitle policy sapport before June 17 Greek elechons, [1:212) B34EET4
there 1s little supporting current risk prices. Cover remamang longs innsk. jan loays@jpmargan com
* Econamics — Data are h:thng Q2 forecasts, but the recent fall m equties John Hormand
offsets the impact of lower oil prces. Thes pushes growth nsk to the [44-20) TI26-5222
downside ehnonormandipmergan.com
+ Fixed Income — Stay flat duration, and hold EMU hedges Hikolaos Panigirtzoglou
[44-20) TTTT-0088
« Equities — Take profit an Dax OW in Europe as ik of shorting bans o nang nikalaos pamgidzoglou@mpmongan com
* Credit — We move underwesght credst. and cover our remamang longs m the Seamus Mac Gorain
GMOS porifolo. Near-term, we look for relative value m CDS v equaty [44-20) TTTT- 206
* Foreign exchange — We usea 1,22 EUR/USD fair value for June on 50050 macgoran@ipmargan.com
odds of pro v ant EML results in the June 17 Greek elections Matthew Lahmann
+ Commodities — This weesk's start-up of the Seaway pipeline berween the 115 [44-20) TTTT-1830

bladwest and Gulf Coast should bhelp narrow the Brent-WTI Spread. PRS0, bt petnce f 0. £

Leo Evans
[44-20) TT42-2537

= Riik markets all larched dovwn as one this week, and safe government bomads Jeonard.a. v 1 ——

and the dollar all rose as one, a5 markets pmll:lnnrd for Lebuman-like conta-
gion ik emanatmg from Greek election neks, Unfortunstely, the June 17 date

of these slechons v shill a month away, and Euro pabey makers do not want 1o -
YTO returns Brawgh May 17

give the shop away even before the elections, for fear of strengthening the %, squiies am in Ighier coker
hands of those who are calling for 2 hard renegotestson with the Troaka. That i
means litthe upside pews over the month and markets being dovven by posa- LG High Yimd |
toming on different post elechon scenanocs. With this cutlook, and equaties EM 3 Com
now flat om the all-umportant §-month lookback, we need to neatralese remain- SEPEOD 1
mg squty aned credat Inngt. e |
+ Ecomomic news remains broadly newtral and are tracking our Q2 forecasts. Q1 UBFigh Qo
GDP for both Japan and the Eure ares came i berter than expected at 0% and Topi® |
4.1%. respectively. Forward looking mdicators, ineloding the last set of PMIs, WESC AL Wiarkd®
and recent falls in global equity prices, grve us no reason o radse the rest of M5CIEWT
the year, but with hagh C1, the 2012 projections automatically move np. Crver EM Local Boscs™
the past month. both oil and global equaties are down abouat 10%. Farther
Gireek narmoil would push down again. The squity fall, however, bas a bigher BuFx
onpact on ecanomss activity an the same Yefall 1 ol prices. Henes, we must \F5i Finkd Iruimsg
Bow accept 8 negative rsk bias on the sconcmic satlook. (it (o Bl
Ewroga Fosd lhooma"
= (GFiven the almost exchisive focus of global markets on the evolving Greek ol
drama_ we provide below a conesse (cA on Greek EMIUT exit risk. The box on
P ? hsts n number of recent reports from I'P.'\-!In'rgm analysts on thos topic 15
MEC] Europs” 1

* Why do we care? Greek elechions are having numy tones the unpact that the GECTR !
recent ddowmng m Chmese growth 15 having, dasmie China's scononyy bamg 30
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bow they affect the warld s two mam ‘contanon conductors™ — bimks and vy e o L] s Pk s e e vl

oil. Chena has little negative on either. and ths the impact of its growth L N M IR oy o T e B
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