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 European Credit Outlook 2012 
      
  

2012 credit - fasten your 
seatbelts 

   
 
 

 Slaves to the Euro crisis 
We would expect a small rally at the start of 2012 as risk appetite rises, asset 
allocation into credits occurs and the probability grows of a greater policymaker 
response. We would start the year with an overweight-30% on high-grade credit, 
but we would not be wedded to this view for long if the sovereign prognosis 
remains bleak. We see a trading market rather than a directional market for 2012 
as the sovereign crisis continues to determine much of the direction of credit.  

Know your benchmark in 2012 
“Rich” or “cheap” is more than just about spread to Bunds now. We urge investors 
to keep an eye on credit spreads vs domestic government bond spreads next 
year. French names have repriced significantly wider lately because of poor 
relative value vs. French sovereigns. In our view, German credits look good value 
versus their sovereigns, as do UK and Dutch credits. Spanish and Italian non-
financials look tight. French non-financials look fair rather than great value.  

Non-financials fairly safe for another year 
We still see “core” non-financials faring relatively well next year, even if recession 
hits. Maturing corporate debt isn’t demanding, cash holdings are strong and 
spreads already discount a further earnings drop of about 25%. Defensiveness 
and capital preservation remain paramount for credit selection, in our view.   

The great opportunities as well as risks 
Loan refinancings are a lot more demanding next year (€500bn) and banks are 
preoccupied with deleveraging. We don’t think this means the end of loan 
financing for large-cap, “relationship” non-financials, but funding could become 
trickier for mid-tier companies. We expect companies to term-out some of their 
loan financing into bonds next year, even if for precautionary purposes.  

More corps, less fins 
We expect fixed-rate senior unsecured issuance to fall 35% in 2012 vs 2011. 
Conversely, we think non-financial supply could rise 20%.   

Sectors – go for global 
We have made some changes at the sector level. We upgrade consumers to ow-
30% given their global sales profile. We still remain uw-30% on retail however 
given austerity. Senior banks is still an ow-30% as the market shrinks, but sub 
debt is now uw-30%. Insurance fundamentals still justify an ow-30%. We have 
reduced steel to uw-30% given waning steel demand.   
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Click the image above to watch the video.  
 

 

 The full report 'Credit Convictions in 2012' can be 
accessed at the following link: Credit Convictions 
in 2012, 01 December 2011   
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Link to Definitions 
Credit 
Click here for definitions of commonly used terms. 
 
Analyst Certification 
We, Christian Dinesen, Barnaby Martin and Richard Thomas, hereby certify that 
the views each of us has expressed in this research report accurately reflect each 
of our respective personal views about the subject securities and issuers. We also 
certify that no part of our respective compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or view expressed in this 
research report. 
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Important Disclosures  
 
BofA Merrill Lynch Credit Opinion Key 
The BofA Merrill Lynch Global Research Credit Opinion Key is designed to allow BofA Merrill Lynch Global Credit Research to provide recommendations on an issuer’s bonds, capital 
securities, equity preferreds and CDS as described below. An issuer level recommendation may also be provided in respect of an issuer as explained below. BofA Merrill Lynch Global 
Research credit recommendations are assigned using a three-month time horizon.  
Issuer Recommendations: If an issuer credit recommendation is provided, it is applicable to all bonds of the issuer except bonds specifically referenced in the report with a different 
credit recommendation. Where there is no issuer credit recommendation, only individual bonds with specific recommendations are covered.  
Issuer credit recommendations do not cover equity preferreds or CDS related to the issuer. Issuer credit recommendations do not cover capital securities of the issuer unless a statement 
to that effect is provided in the relevant research report.  
CDS Recommendations: CDS are recommended on an individual basis under the Credit Opinion Key. Issuer credit recommendations do not apply to CDS.  
Capital Securities: Capital securities are recommended individually unless the research report specifically states that the issuer credit recommendation applies to such securities. In 
cases where the issuer credit recommendation applies to capital securities of the issuers, it is not applicable to capital securities that we classify as equity preferreds.  
Equity Preferreds: Equity preferreds are recommended on an individual basis under the Credit Opinion Key. Issuer credit recommendations do not apply to equity preferreds. 

Recommendation Investor Action Points (Cash and/or CDS) Primary Investment Return Driver 
Overweight-100% Up to 100% Overweight of investor's guidelines Compelling spread tightening potential 
Overweight-70% Up to 70% Overweight of investor's guidelines Carry, plus some spread tightening expected 
Overweight-30% Up to 30% Overweight of investor's guidelines Good carry, but little spread tightening expected 
   Underweight-30% Down to 30% Underweight of investor's guidelines Unattractive carry, but spreads unlikely to widen 
Underweight-70% Down to 70% Underweight of investor's guidelines Expected spread underperformance 
Underweight-100% Down to 100% Underweight of investor's guidelines Material spread widening expected   
Time horizon – our recommendations have a 3 month trade horizon         
 

Due to the nature of strategic analysis, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly, investors 
must regard this report as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities. 

BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall 
profitability of Bank of America Corporation, including profits derived from investment banking revenues. 

BofA Merrill Lynch Global Credit Research analysts regularly interact with sales and trading desk personnel in connection with their research, including to 
ascertain pricing and liquidity in the fixed income markets.   

 
Other Important Disclosures 
 

Rule 144A securities may be offered or sold only to persons in the U.S. who are Qualified Institutional Buyers within the meaning of Rule 144A under the 
Securities Act of 1933, as amended. 

SECURITIES DISCUSSED HEREIN MAY BE RATED BELOW INVESTMENT GRADE AND SHOULD THEREFORE ONLY BE CONSIDERED FOR 
INCLUSION IN ACCOUNTS QUALIFIED FOR SPECULATIVE INVESTMENT. 

Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering 
information in this report in connection with any investment decision, or for a necessary explanation of its contents. 

The securities discussed in this report may be traded over-the-counter. Retail sales and/or distribution of this report may be made only in states where these 
securities are exempt from registration or have been qualified for sale. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

This report, and the securities discussed herein, may not be eligible for distribution or sale in all countries or to certain categories of investors. 
Information relating to Affiliates of MLPF&S and Distribution of Affiliate Research Reports: 
BofA Merrill Lynch includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA 

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. 
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch 

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa): 
Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia): 
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte 
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill 
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch); 
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch 
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim 
Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated Zürich representative office; 
Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Múltiplo S.A. 

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is 
defined in the rules of the Financial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and 
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules 
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of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to 
limited regulation by the Financial Services Authority – details about the extent of its regulation by the Financial Services Authority are available from it on request; 
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and 
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary 
Authority; is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued 
and distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.’s F 
06872E and 198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank) and 
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS 
License 235132 provides this report in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in 
preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation 
Authority. No approval is required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial 
Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the 
DFSA conduct of business rules. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin. 
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in 

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research 
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates. 

General Investment Related Disclosures: 
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 

to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, 
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or 
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other 
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek 
advice regarding the applicability of such regulations prior to executing any short idea contained in this report. 

This report may contain a trading idea or recommendation which highlights a specific identified near-term catalyst or event impacting a security, issuer, industry 
sector or the market generally that presents a transaction opportunity, but does not have any impact on the analyst’s particular “Overweight” or “Underweight” rating 
(which is based on a three month trade horizon). Trading ideas and recommendations may differ directionally from the analyst’s rating on a security or issuer 
because they reflect the impact of a near-term catalyst or event. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments effectively assume currency risk. 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at 
http://www.ml.com/media/43347.pdf. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or 
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. 

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or 
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect 
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that 
such other trading ideas or recommendations are brought to the attention of any recipient of this report. 

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate 
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom 
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and 
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report. 

Copyright, User Agreement and other general information related to this report: 
Copyright 2011 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of BofA Merrill Lynch clients 

and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. 
BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA Merrill Lynch and are not publicly-
available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, 
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment recommendations, estimates or 
price targets) without first obtaining express permission from an authorized officer of BofA Merrill Lynch. 

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been 
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA 
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not 
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal 
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal 
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings in which any 
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies 
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, 
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discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or 
matters relevant to such proceedings. 

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as 
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or 
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or 
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis. 

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax 
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional. 

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not 
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any 
linked content contained in a third party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into 
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at 
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill 
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 

All opinions, projections and estimates constitute the judgment of the author as of the date of the report and are subject to change without notice. Prices also are 
subject to change without notice. BofA Merrill Lynch is under no obligation to update this report and BofA Merrill Lynch’s ability to publish research on the subject 
company(ies) in the future is subject to applicable quiet periods. You should therefore assume that BofA Merrill Lynch will not update any fact, circumstance or 
opinion contained in this report. 

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer 
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision. 

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any 
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses 
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of 
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are 
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or 
losses arising from any use of this report or its contents.  



  European Cred i t  Out look  2012  
 01 December  2011     

 6 

Team Page 
European Credit Research 
Christian Dinesen +44 20 7996 3280 
Research Analyst 
MLI (UK) 
christian.dinesen@baml.com 
Bradshaw Crombie +44 20 7996 0037 
Research Analyst 
MLI (UK) 
brad.crombie@baml.com 
Richard Thomas +44 20 7996 0128 
Research Analyst 
MLI (UK) 
richard2.thomas@baml.com 
Patrick Kersting +44 20 7995 8276 
Research Analyst 
MLI (UK) 
patrick.kersting@baml.com 
Terry Nguyen, CFA +44 20 7995 7086 
Research Analyst 
MLI (UK) 
terry.nguyentuong@baml.com 
Jeroen Julius +44 20 7995 2283 
Research Analyst 
MLI (UK) 
jeroen.julius@baml.com 
Davide Chiesa +44 20 7996 0117 
Research Analyst 
MLI (UK) 
davide.chiesa@baml.com 
Julien Martin 
Research Analyst 
MLI (UK) 
julien.martin@baml.com 
Navann Ty, CFA +44 20 7995 7522 
Research Analyst 
MLI (UK) 
navann.ty@baml.com 
Yulia Mitryaeva +44 20 7996 9109 
Research Analyst 
MLI (UK) 
yulia.mitryaeva@baml.com 
Maciej Pisarek +44 20 7996 2539 
Research Analyst 
MLI (UK) 
maciej.pisarek@baml.com 
European Credit Strategy 
Barnaby Martin +44 20 7995 0458 
Credit Strategist 
MLI (UK) 
barnaby.martin@baml.com 
Teo Lasarte +44 20 7996 0969 
Credit Strategist 
MLI (UK) 
teo.lasarte@baml.com 
Credit Derivatives Strategy 
Ioannis Angelakis +44 20 7996 0059 
Credit Derivatives Strategist 
MLI (UK) 
ioannis.angelakis@baml.com 

Emerging Markets Credit 
Tolu Alamutu, CFA +44 20 7995 0167 
Research Analyst 
MLI (UK) 
tolu.alamutu@baml.com 
Kay Hope +44 20 7995 9301 
Research Analyst 
MLI (UK) 
kay.hope@baml.com 
Ali Dhaloomal +44 20 7996 9107 
Research Analyst 
MLI (UK) 
ali.dhaloomal@baml.com 
Asia Pacific (ex-Japan) Credit Research 
Michele Barlow +852 2536 3750 
Research Analyst 
Merrill Lynch (Hong Kong) 
michele.barlow@baml.com 
Aniruddha Deshmukh +852 2536 3141 
Research Analyst 
Merrill Lynch (Hong Kong) 
aniruddha.deshmukh@baml.com 
Alwyn Pang, CFA +852 2536 3485 
Research Analyst 
Merrill Lynch (Hong Kong) 
alwyn.pang@baml.com 
Joyce Liang +852 2536 3817 
Research Analyst 
Merrill Lynch (Hong Kong) 
joyce.liang@baml.com 
Vishal Mahtani, CFA +852 2536 3134 
Research Analyst 
Merrill Lynch (Hong Kong) 
vishal.mahtani@baml.com 
Japan Credit Research 
Yusuke Ikeda +81 3 6225 7712 
Research Analyst 
Merrill Lynch (Japan) 
yusuke.ikeda@baml.com 
Yusuke Ueda +81 3 6225 6257 
Research Analyst 
Merrill Lynch (Japan) 
yusuke.ueda@baml.com 
Contributors 
David K. Peterson, CFA +1 646 855 9654 
Research Analyst 
MLPF&S 
david.k.peterson@baml.com 
Todd Duvick, CFA +1 646 855 6321 
Research Analyst 
MLPF&S 
todd.duvick@baml.com 
Greg Hessler +1 646 855 6830 
Research Analyst 
MLPF&S 
gregory.hessler@baml.com 
Mark Nichol +44 20 7996 0965 
Research Analyst 
MLI (UK) 
mark.nichol@baml.com   


	Link to Definitions
	Credit

	Analyst Certification
	Important Disclosures
	Other Important Disclosures
	Team Page

