September 01, 2010

Wednesday Morning Kickoff @ Saxo

Private sector jobs losses in August?

Themes
Macro Strategist Risk only needed a better than expected US consumer confidence number to rally; a hint that every
Mads Koefoed good economic data point will provide a relief rally at the moment. Nevertheless, we maintain our
mkof@saxobank.com risk-off stance in general as we see further deterioration in the US (and world) economy.

+45 3977 4942

ISM manufacturing is the intraday trigger today and we are actually expecting a better print (53.6)
Chief Equity Strategist than consensus (52.8) though we maintain our stance that ISM manufacturing will go below 50 later
Christian T. Blaabjerg this year. A better than expected ISM number is likely to drive the relief rally further.
ctb@saxobank.com
+45 3977 4669

What's going on?

The manufacturing sector expanded by a slower rate in August than the previous nine months, we expect
today’s ISM manufacturing report to show. The overall slowdown in the economy has been obvious over
the summer and we expect it to continue heading into fall and winter. Practically all regional PMIs declined
in August, which supports the notion of a slowdown in the manufacturing sector in August.

ISM manufacturing is not the only event risk today, however, as we are also treated to the nonfarm
payrolls estimate by ADP. Consensus is looking for an increase in payrolls of 15,000 despite the very poor
jobless claims reports and overall deteriorating economic data in August. We expect an increase of 5,000
and also forecast private nonfarm payrolls as estimated by BLS to show an increase of 5,000 on Friday.
Overall this means that we currently look for an overall decline of 110,000 in nonfarm payrolls in August.
The trend is clear, however, and we don’t expect employment to pick up materially in the coming months.

Wednesday’s Key Events

GMT Event Saxo Bank Consensus Previous
07:00 NO PMI (AUG) 54.0 54.9
08:00 EC PMI Manufacturing (AUG, final) 55.0 55.0
12:15 US ADP Employment Change (AUG) 5K 15K 42K
14:00 US ISM Manufacturing (AUG) 53.6 52.8 55.5
14:00 US ISM Prices Paid (AUG) 55.3 57.5
14:00 US Construction Spending MoM (JUL) -1.2% -0.5% 0.1%
15:00 General Motors reports August sales

17:00 Ford Motor reports August sales
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Market Musings

The Conference Board yesterday reported that
consumer confidence rose to 53.5 in August from 51 in
July, which was enough to spark a rally in risk despite
a poor Chicago PMI. If we dig a little deeper the report
was not as good as the risk rally seemed to suggest as
confidence was solely driven by the expectations
component, which rose to 72.5 from 67.5.

Conference Board Consumer Confidence
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The present situation compoent declined to 24.9 from
26.4 and the labour differential also fell again, this
time to -41.9 from -40.7. The latter measures the
difference between consumers finding jobs plentiful
and hard to get.

US labour market
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KYO. AND OTHER FINANCIAL CENTRES AROUND THE WORLD

US labour market
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Minutes from the August 10 FOMC meeting were not
too exciting, but the FOMC did lower several forecasts,
including GDP, which was revised down to the 3-3.5%
range from 3.2-3.7% for 2010. Also the
unemployment rate and various inflation measures
saw negative revisions.

The Minutes put a temporary damper on risk, but it
quickly recovered on the back of better AU and CH
numbers. AU GDP rose 1.2% in 2Q (0.9% exp. and
0.7% prior) while Chinese PMIs rose to 51.7 and 51.9
from 51.2 and 49.4, respectively. Especially the
numbers from Australia have been better in recent
days, which have helped to AUD stage a comeback
from the August 25 low.

Equities: A Closer Look

Benchmark indices briefly dropped after the release of
FOMC minutes where investors were speculating
(hoping) for another round of quantitative easing. In
our view QE2 will eventually come around, but not just
yet due to the upcoming midterm election. Equity
markets will go higher if QE2 is announced since asset
prices are generally moving higher after such an
operation, but companies are not going to have their
long-term profitability or sales changed by this.

The Asian markets rallied overnight on the back of
better than expected PMI numbers from China and
better than expected GDP numbers from Australia.
Please be aware that the trend has not changed -
rather this is a bear market rally and they are usually
quite violent. With the expectation of a surprise to the
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upside in today’s ISM numbers this relief rally will
most likely gain even further momentum.
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Equity Indices Forecast Fibonacci Moving Averages RSI
. Index Close Trend High Low 38.2% 50.0% 61.8% 20MA 50MA 200MA g 14
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FX
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Currency Indices
14 Currency Pair Close Trend High Low 38.2% 50.0% 61.8% 20MA 50MA 200MA 9 14
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COMMIDITY FUTURES
CRBE INDEX Forecast Fibonacci Moving Averages RSI
235 Commadity Close Trend High Low 38.2% 50.0% 61.8% 20MA 50MA 200MA g 14
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*) Mote: Trend is defined as the slope of the 13 day expontial moving average
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For more trading commentary on forex, equities, and commodities go to www.tradingfloor.com

or www.saxobank.com

General

These pages contain information about the services and products of Saxo Bank A/S (hereinafter referred to as “Saxo Bank”). The material is
provided for informational purposes only without regard to any particular user's investment objectives, financial situation, or means. Hence, no
information contained herein is to be construed as a analysis; or an offer to buy or sell; or the solicitation of an offer to buy or sell any security,
financial product, or instrument; or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or
trading strategy would be illegal. Saxo Bank does not guarantee the accuracy or completeness of any information or analysis supplied. Saxo Bank
shall not be liable to any customer or third person for the accuracy of the information or any market quotations supplied through this service to a
customer, nor for any delays, inaccuracies, errors, interruptions or omissions in the furnishing thereof, for any direct or consequential damages
arising from or occasioned by said delays, inaccuracies, errors, interruptions or omissions, or for any discontinuance of the service. Saxo Bank
accepts no responsibility or liability for the contents of any other site, whether linked to this site or not, or any consequences from your acting
upon the contents of another site. Opening this website shall not render the user a customer of Saxo Bank nor shall Saxo Bank owe such users any
duties or responsibilities as a result thereof.

Analysis Disclosure & Disclaimer

Risk warning

Saxo Bank A/S shall not be responsible for any loss arising from any investment based on any analysis, forecast or other information herein
contained. The contents of this publication should not be construed as an express or implied promise, guarantee or implication by Saxo Bank that
clients will profit from the strategies herein or that losses in connection therewith can or will be limited. Trades in accordance with the analysiss
in an analysis, especially leveraged investments such as foreign exchange trading and investment in derivatives, can be very speculative and may
result in losses as well as profits, in particular if the conditions mentioned in the analysis do not occur as anticipated.
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