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BoE Minutes to hint that QE2 will soon arrive in the UK?

Themes

The retracement on the back of the Chinese rate hike surprise made us close below 1170. We are in
for a retest of this level anytime soon; the trend is still intact so we are still looking for 1200 though it
is a bit more out in the horizon than prior expected.

An American round of quantitative easing 2 is mostly priced in; will the Bank of England Minutes
today reveal just how close we are to QE2 in the UK?

What’'s going on?

European equity markets will most likely open around 0.3% lower today as China yesterday chose,
surprisingly, to hike interest rates. Earnings season continue to surprise to the upside with major
corporates like Bank of America, Goldman and Yahoo was out better than expected and this should be
supportive for equities going forward.

Wednesday’s Key Events

GMT Event Saxo Bank ‘ Consensus Previous

08:30 UK Bank of England Minutes

08:30 UK Public Sector Net Borrowing (SEP) 15.5B 15.3B
08:30 UK M4 Money Supply MoM (SEP) 0.3% -0.1%
12:30 CA Wholesale Sales MoM (AUG) 0.5% -0.1%

18:00 US Fed’s Beige Book
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Markets at a glance

Bank of England Minutes are up today and may offer
some insight into the support for an additional round of
monetary stimulus - or quantitative easing, if you like.
The MPC chose not to increase the asset purchase target
amount at the last meeting, but a slowing economy may
force them to use the QE weapon again despite inflation
lingering around 3%. The Centre for Economics and
Business Research weighted in with an opinion two days
ago that the Bank of England will increase QE by £100bn
to £300bn to aid recovery.

Later on another central bank report is published as the
Bank of Canada. The BoC did not raise the target rate
(1%) yesterday and generally sounded quite dovish. The
output gap is now expected to be closed at the end of
2012 rather than at the beginning, consumption is
expected to decelerate, the US recovery will be ‘weaker-
than-projected’, and GDP growth for 2010 was cut from
3.5% to 3%. Growth in 2011 was also lowered, this time
to 2.3% from 2.9% in July. At the start of 2010, 2011
growth was expected to be 3.5%.

China yesterday raised its benchmark lending and deposit
rates for the first time since the Chinese economy
recovered from the global recession (mind you, Chinese
growth never went below 6% year-on-year). The rates
were raised by 25bps to 5.56% and 2.50%, for the
lending and deposit rate, respectively, and quickly added
to the negative risk sentiment in the markets. The
Chinese hikes, an attempt to combat the rising inflation
and asset-bubbles, saw safe-haven currencies gain.

German economy
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Source: Bloomberg. Our calculations.

The ZEW surveys out of Germany and the Eurozone once
again slowed, and for Germany even showed a negative
print (-7.2), which suggests much weaker growth in 6
months time. However, the present situation index
improved yet again, this time to 72.6, and points to a
solid second half of 2010. German growth has to a certain
extent been driven by net exports in this recovery, but
the surging euro will soon start to eat into the growth in
exports. Indeed, the German association of exports and
wholesalers (BGA) said yesterday that the stronger euro
is "already beginning to considerably burden our exports
into the dollar area, although it eases the burden on the
import bill.”

Equities: a closer look

As expected Bank of America continued the trend from
JPMorgan taking back loan loss provisions which
increased their earnings quite significantly. They estimate
as JPMorgan that the credit deterioration has stopped.
This is a very interesting assessment of the future
development of the US housing market. Maybe they have
an indication of what is in the package from FED on the
3" of November; for sure it is hard to believe that they
would be this optimistic on their credit portfolio
development if they knew that there would be no
additional support for the US housing market from FED
on the 3™ of November. Goldman did also surprise to the
upside, but this was mostly due to earnings expectations
have been slashed quite significantly up to the earnings
season.

Today’s most important earnings releases come from
Abbott Labatories, United Technologies, Wells Fargo & Co
and Boeing.
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Saxo Bank Consensus Actual Previous Revised

Economic data highlights

Eurozone Construction Output MoM (AUG) -0.4% -3.1% -3.1% -3.2%
Eurozone ZEW Survey - Economic Sentiment (SEP) -2.0 1.8 4.4

Germany ZEW Survey - Current Situation (SEP) 64.0 72.6 59.9

Germany ZEW Survey - Economic Sentiment (SEP) -7.0 -7.2 -4.3

US Housing Starts (SEP) 580K 610K 598K 608K
US Building Permits (SEP) 575K 539K 569K 571K

1.00% 1.00% 1.00% 1.00%

Bank of Canada Rate
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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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