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Intel sees no double dip, but FOMC wants QE now

Themes
Macro Strategist We clearly broke the 1150-threshold and has recently closed well above the 1150-level. Seems from
Mads Koefoed the latest price action that investors’ just wants risk (equities) and the next step is a test of 1170.
mkof@saxobank.com Disappointment in the QE-launch or in the ongoing earnings season could lead to a sharp market
+45 3977 4942 correction.

Chief Equity Strategist
Christian T. Blaabjerg What's going on?
ctb@saxobank.com

+45 3977 4669 European equity markets will most likely open around 0.5% higher today as Intel had a decent earnings

report, but were clearly upbeat on sales in the next quarter and in 2011. It is rather important to note that
Intel noticed 3 things; first there is not going to be a double dip, second Intel does not expect sales to
explode, but a decent pickup and third that Intel does not see any margin improvements from the current
reading of approximately 67%. The last part is important because this is what has driven equities higher,
but given the outlook from Intel which usually is a very well-managed company this could signal that we
could see disappointments later in the earnings season regarding margin development. Today’s most
important earnings release is JPMorgan. Watch out for the development in their credit-portfolio.

UK employment data lead the way in terms of macro data today. Jobless claims surprisingly rose in
August, and we expect another slight increase in September, though not enough for the claimant count
rate to increase from 4.5%. The UK economy has begun to slow down even before the government'’s
austerity measures have been implemented.

Wednesday’s Key Events

GMT Event Saxo Bank ‘ Consensus Previous
08:30 UK Claimant Count Rate(SEP) 4.5% 4.5% 4.5%
08:30 UK Jobless Claims Change (SEP) 1.7K 4.5K 2.3K
08:30 UK ILO Unemployment Rate (AUG) 7.8% 7.8% 7.8%
09:00 EC Industrial Production MoM (AUG) 0.4% 0.8% 0.0%
11:00 JPMorgan Chase reports earnings (3Q2010) 0.88 1.09
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Markets at a glance

The markets nervously anticipated both Intel’s earnings
report and the FOMC minutes yesterday, but both were
rather unexciting though Intel did announce that the
company see no chance of a double dip currently while
sales growth was expected to be moderate.

The FOMC Minutes did not contain news with respect to
quantitative easing 2, but we did learn that the FOMC
lowered its forecast for GDP growth in 2010 and 2011.
The Minutes did make it quite clear that QE2 will arrive -
we maintain our expectation for QE2 to be launched as
soon as Nov. 3 - and will consist mainly of purchases of
longer-term Treasury securities.

The US small business survey (NFIB) increased meagrely
to 89 in September from 88.8 previously. The index’
historical average is 99.7 in an expansion - which the US
is experiencing now according to the National Bureau of
Economic Research - while the index has averaged 91.9
in a recession. Additional, small businesses have seen
practically no improvement in a year according to NFIB
with the yearly growth rate standing at 0.2%.

US small businesses
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Source: Bloomberg. Our calculations.

Business confidence is in other words still low in the small
business segment. Small businesses are responsible for a
substantial portion of jobs creation in the US economy,
and it is therefore a vital part to get going again before
we will see a sustainable recovery.

The hiring index was quite disappointing. Expected hirings
fell to -3% from 1% earlier, meaning that now 16% (up
3%-points) expect fewer hirings while 8% (unchanged)
expect increased hirings. Thus the net change between
those two groups is -3%. Weak demand and fierce
competition limit the amount of price pressure as
indicated by the higher selling prices component, which
declined to -11% from -8%. Again, the interpretation is
that on net 3% more of the companies see lower prices
compared to a month ago (12% see higher prices, 24%
lower prices).

The UK trade balance improved slightly in August to -
£4.6bn from -£4.9bn, but that still corresponds to a
roughly £600min monthly deterioration in the third
quarter relative to 2Q. Foreign trade went downhill in
August with exports down 1.2% MoM, but imports down
even more by 2%, which explains the smaller trade
deficit. The trade deficit thus looks likely to remain a drag
on economic activity as measured by GDP in 3Q.

Equities: a closer look

The earnings season was kicked off by Intel yesterday
and as already noted they have a positive outlook for the
last quarter of this year and for 2011, where they see
sales as ‘pretty strong’. However this is hardly a surprise,
but the surprise lies in the margin expectations. They are
virtually flat for the next year and with the current
reading of 67% you should expect an earnings growth of
5-8% in Intel in 2011. This is clearly not what markets
have priced in, so in not so many words this is going to
an unusual interesting earnings season. If the overall
take away from this season is that margins is hardly
going to improve from current levels then earnings
expectations for 2011 seriously needs to be adjusted
down; currently the market expects around 20% growth,
but if we are talking 5-8% then for sure we are going to
see downwards revisions leading equity markets lower.
So stay tuned.
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Economic data highlights Saxo Bank Consensus Actual Previous Revised
SW CPI MoM (SEP) 0.8% 0.8% 0.0%
UK DCLG House Prices YoY (AUG) 8.1% 8.3% 8.4%
UK CPI YoY (SEP) 3.0% 3.1% 3.1% 3.1%
UK Core CPI YoY (SEP) 2.7% 2.6% 2.7% 2.8%
UK RPI YoY (SEP) 4.3% 4.4% 4.6% 4.7%
UK Trade Balance (AUG, million GBP) -£4388 -£4643 -£4916 -£4991
NFIB Small Business Optimism (SEP) 89.6 89.0 88.8
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EQUITIES
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Source: Bloomberg. Our calculations.
Note: the trend is defined as the slope of the 13-day exponential moving average.
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For more trading commentary on forex, equities, and commodities go to www.tradingfloor.com or

www.saxobank.com

NON-INDEPENDENT INVESTMENT RESEARCH

This investment research has not been prepared in accordance with legal requirements designed to promote the independence of investment research.
Further it is not subject to any prohibition on dealing ahead of the dissemination of investment research. Saxo Bank, its affiliates or staff, may perform
services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives), of any issuer
mentioned herein.

None of the information contained herein constitutes an offer (or solicitation of an offer) to buy or sell any currency, product or financial instrument, to
make any investment, or to participate in any particular trading strategy. This material is produced for marketing and/or informational purposes only and
Saxo Bank A/S and its owners, subsidiaries and affiliates whether acting directly or through branch offices (“Saxo Bank”) make no representation or
warranty, and assume no liability, for the accuracy or completeness of the information provided herein. In providing this material Saxo Bank has not
taken into account any particular recipient’s investment objectives, special investment goals, financial situation, and specific needs and demands and
nothing herein is intended as a recommendation for any recipient to invest or divest in a particular manner and Saxo Bank assumes no liability for any
recipient sustaining a loss from trading in accordance with a perceived recommendation. All investments entail a risk and may result in both profits and
losses. In particular investments in leveraged products, such as but not limited to foreign exchange, derivates and commodities can be very speculative
and profits and losses may fluctuate both violently and rapidly. Speculative trading is not suitable for all investors and all recipients should carefully
consider their financial situation and consult financial advisor(s) in order to understand the risks involved and ensure the suitability of their situation
prior to making any investment, divestment or entering into any transaction. Any mentioning herein, if any, of any risk may not be, and should not be
considered to be, neither a comprehensive disclosure or risks nor a comprehensive description such risks. Any expression of opinion may be personal to
the author and may not reflect the opinion of Saxo Bank and all expressions of opinion are subject to change without notice (neither prior nor
subsequent).

This [website/communication] refers to past performance. Past performance is not a reliable indicator of future performance. Indications of past
performance displayed on this [website/communication] will not necessarily be repeated in the future. No representation is being made that any
investment will or is likely to achieve profits or losses similar to those achieved in the past, or that significant losses will be avoided.

Statements contained on this [website/communication] that are not historical facts and which may be simulated past performance or future
performance data are based on current expectations, estimates, projections, opinions and beliefs of theSaxo Bank Group. Such statements involve
known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon. Additionally, this [website/communication]
may contain 'forward-looking statements'. Actual events or results or actual performance may differ materially from those reflected or contemplated in
such forward-looking statements.

This material is confidential and should not be copied, distributed, published or reproduced in whole or in part or disclosed by recipients to any other
person.

Any information or opinions in this material are not intended for distribution to, or use by, any person in any jurisdiction or country where such
distribution or use would be lawful. The information in this document is not directed at or intended for “US Persons” within the meaning of the United

States Securities Act of 1993, as amended and the United States Securities Exchange Act of 1934, as amended.

This disclaimer is subject to Saxo Bank's Full Disclaimer available at www.saxobank.com/disclaimer.
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