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Technical analysis
EUR Bund Future

last: 121.68
Drop 119.90 has been indicated, thus 121.70 ->
122.30 again serves as stop-limit.

Source: Thomson Reuters

U.S. Treasury Note Future
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last: 117-24
Failure at the FRL, thus now testing RSL at 117-15 ->
116-25, bullish again once beyond 118-20.

Source: Thomson Reuters

Rebound in existing home sales

75 140.0
7.0 130.0
i

65 " 120.0

ol WG 100

55 A‘ MN \ I 1000
w A A

5.0

| ! W 90.0
45 L 80.0

4.0 70.0
Jan01  Jan03  Jan05 Jan07  Jan09

Existing home sales, mIn., annualised

Pending home sales, index, 2 months lead (r.h.s.)

Source: Thomson Reuters, Raiffeisen RESEARCH

Forecasts

USA Dec-09 Sep-10
Key rate 0.10 0.10
3M 0.40 0.50
5Y 2.70 2.60
10Y 3.90 3.70
Eurozone

Key rate 1.00 1.00
3M 1.10 1.40
5Y 2.80 3.10
10Y 3.70 3.70
Spread 20 0

Source: Thomson Reuters. Raiffeisen RESEARCH
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Please find our ,trading ideas” on page 5.

USA

In terms of the data, last week was positive on the whole. For
instance, retail sales figures in September dropped considerably
less than expected. In the wake of the gains for this indicator in
August due to the ‘cash for clunkers’ programme, a negative result
in September was unavoidable. Initial claims for jobless benefits
dropped to 514K, reaching the lowest level since the start of this
year. The dynamics of the deterioration on the labour will proba-
bly thus slow down even more. Sentiment in manufacturing should
improve again in October, following the mild setback in Septem-
ber. This is also suggested by the first two regional sentiment in-
dicators. The Empire State Index for the greater New York area
jumped strongly higher. lIts counterpart for the Philadelphia area,
however, registered a small decline. But on the whole, these two
indicators point to a significant gain in the national purchasing
managers’ index, the ISM, which will be released on 2 November.
Data on imports and consumer prices were within the range of
expectations in September and continue to indicate very subdued
pressure on prices.

Next week, the main focus will be on real estate market data. The
data get started with the NAHB housing market index for October,
slated for release on Monday. The existing upward trend in place
since the beginning of the year is expected to continue. Tuesday
sees publication of the September data on building permits and

Key figures

USA RZB  cons. prior
Mon, 19. NAHB Housing Market Index Oct. 20.0 20.0 19.0
Tue, 20. Producer prices, mom Sep. 0.1%  0.1% 1.7%
Tue, 20. Producer prices ex food & energy, mom  Sep. 0.1% 0.1% 0.2%
Tue, 20. Housing starts, thsd, ann. Sep. 640 610.0 598.0
Tue, 20. Building permits, thsd, ann. Sep. 620 590.0 579.0
Wed, 21. Fed's Beige Book Oct, 15 n.a. n.a. n.a.
Thu, 22. Lleading Indicators Conf. Board, mom Sep. 0,8% 0.8% 0.6%
Thu, 22. FHFA House Price Index, mom Aug. n.a. 0.3% 0.3%
Fri, ~ 23. Existing home sales, mIn, ann. Sep. 55 5.4 5.1
Europe

Tue, 20. GE: Producer prices, mom Sep. 02% 0.2% 0.5%
Thu, 22. FR: INSEE Business confidence Oct. 86.0 87.0 85.0
Thu, 22. BE: BNB Business confidence Oct. -15.0 n.a. -17.8
Fri,  23. GE: PMI Manufacturing Oct. 50.5  50.1 49.6
Fri, 23. GE: PMI Services Oct. 52.5 52.2 52.1
Fri,  23. GE: ifo Index Oct. 92.5 92.0 91.3
Fri,  23. GE: ifo current assessment Oct. 88.5 87.6 87.0
Fri,  23. GE: ifo bus. expectations Oct. 96.5 96.2 95.7
Fri, ~ 23. EUR: PMI Manufacturing Oct. 50.1 50.0 49.3
Fri, ~ 23. EUR: PMI Services Oct. 51.5 51.5 50.9
Fri,  23. EUR: Industrial orders, mom Aug. n.a. n.a. 2.6%

Source: Bloomberg
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last: 1.5174
Triangle and now Diamond of maybe bullish nature,
thus 1.5250 -> 1.5330 - 1.55 - 1.57 likely.

Source: Thomson Reuters

EUR/JPY

138

last: 135.97
Triangle and test 138 - 139.20, stop 135 -> 132.20.

Source: Thomson Reuters

EUR/USD
L e

By ﬁ D vars
L T
& )

1,45

a5 rass
1,44 1,44
last: 1.4907

Target = 1.52 and bullish confirmation at 1.50

likely, but with regard to Tweezers’ + Dragonfly: stop
1.4830 -> 1.47.

Source: Thomson Reuters

Forecasts
CHF Dec-09 Sep-10
3M 0.30 0.40
10Y 2.50 2.60
YEN
Key rate 0.10 0.10
3M 0.30 0.35
10Y 1.40 1.30
FX
EUR/USD 1.50 1.55
EUR/JPY 135 135
UsD/JPY 90 87
EUR/CHF 1.53 1.58
Crude
Brent 70 77

Source: Thomson Reuters. Raiffeisen RESEARCH

housing starts. Following the rather unsatisfactory August figures,
we project strong gains in September, which should come in well
higher than consensus. On Thursday, the government housing mar-
ket agency FHFA releases its housing price index for August. After
the gains in May, June and July, higher prices are expected to be
seen in August as well. The stream of real estate market data co-
mes to a close on Friday with sales of existing homes. Here again,
we are more optimistic than the majority of the surveyed analysts.
The tangible increase in pending home sales in recent months sug-
gests a strong gain. The rest of the data scheduled for publication
will probably be less interesting. These include producer prices for
September (Tues), initial jobless claims and the Conference Board's
Leading Indicators (both on Thur), as well as the Fed’s economic
report, the Beige Book (Wedn), which is published every 6 weeks.

On Thursday last week, yields on government bonds (10Y) were
at a low of 3.16%, but they have now shot upwards to almost
3.5% and are thus close to the highs from September again (and
in the middle of the 3-4% range which we still see as being appli-
cable for the coming quarters). Looking ahead to the end of the
quarter, there is hence still plenty of room for more increases in
yields, as the leading economic indicators have still not peaked
out yet (for example, the next manufacturing ISM index in early
November should feature a significant rise to a new high for the
year). And even the coming week should be marked by better-
than-consensus figures on the real estate market, generating more
downward pressure on bond prices. Consequently, our recom-
mendation is still Sell.

Eurozone

Even though the increase in EUR industrial production in August
fell short of our expectations, if one takes the upward revisions for
June and July info account, then our core projections are confir-
med. Economic activity in Q3 has increased significantly compared
fo Q2, and a strong rebound in GDP growth is looking more and
more likely. What's even better is that leading indicators suggest
that this pick-up in growth will continue in the final quarter of the
year as well. In our view, many market pundits are still underesti-
mating the extent of this recovery, whereas we share the general
opinion that a sustained upturn is by no means certain yet (i.e. one
that would feature steady economic growth over several quarters).
In the week ahead, market observers will have to bide their time
until any relevant data is published. But patience is golden, be-
cause Friday features the German ifo index and the purchasing
managers’ indices, two of the most scrutinised leading indicators
for the Eurozone. The decline in the ZEW index which was re-
cently released should not be seen as a negative precursor for
these economic surveys. First, the ZEW indicator is already at
a considerably higher level. Second, the ZEW reflects sentiment
amongst analysts, whereas the ifo and the PMI show the actual
developments in manufacturing and services. Nevertheless, an in-
dication should be possible. The Belgian early indicator — which is
highly correlated wirh the ifo survey — is due out one day earlier.
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Our expectations for the upcoming economic surveys are clear: Industrial data signal rebound
in sum we project further improvements; in particular the PMI for

manufacturing in Germany and in the Eurozone looks poised to ;‘:7 ?g
break through the 50 mark. 00 ] o8
On the bond market, the dynamics in prices finally ran out of 05 26
steam in the last few days. We have been saying for some time 1.0 44
now that we see the level of yields as being too low, in light of the 15 6.2
upcoming development of economic activity and inflation. But it 20 80
was probably neither the economic data nor the sustained increa- 25 o8
ses seen on the equity markets or the swelling budget deficit that 2 o7 oy s 1108 os wmoe S
triggered the reversal in the trend on the bond market. The straw s EUR GDP recl (% qod]

that broke the camel’s back was most likely the comments of cen- —— EUR industrial production (% qog, r-h. scale)
tral bankers. Statements about the strategy for withdrawing from

the super expansive monetary policies seem to have reminded the Source: Thomson Reufers

bond market that the market will not be awash in abundant liqui- Lo .

dity forever, even though no reversal of the monetary policy mcjao- ZEW indicator on a high level
sures is planned for the foreseeable future. Our recommendation 1o 110
for German government bonds (and Bund Futures) remains sell. b A AM %
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Market performance (%, 1 week)
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Sector performance (%, 1 week)*

Energy
Industrials
Materials

IT

Cons. Discretionary
MSCI World
Health Care
Financials
Cons. Staples
Telecoms
Utilities

-1 0 1 2 3 4 5

* weekly performance of global MSCI sector indices
Source: Thomson Reuters

Forecasts

Dec-09
DJ ES50 3,050
DAX 6,050
FTSE 5,450
SMI 6,600
DJIA 10,300
S&P 500 1,130
Nasdag Comp. 2,280
Nikkei 10,850
ATX 2,800

* as per Friday 1:30 p.m.
Source: Raiffeisen RESEARCH
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Recommendations

Markets:

Favoured sectors:

Buy: USA, Europe, Japan

Consumer discretionary, IT, Industrials, Materials

USA

All'in all convincing economic indicators as well as positive surpri-
sing earnings releases for Q3 were the ingredients for respectable
gains in the past trading week for US stocks. Most indices even
managed to reach the highest level in a year. However, in the men-
tioned earnings season the majority of US companies were able to
beat market expectations. And while leading indicators and real
economic data already hint at a strong recovery also corporate re-
leases now acknowledge that tendency. Hence a strong rebound in
corporate earnings is foreseeable for the coming quarters. A high
level of liquidity, further expanding leading indicators and a susta-
inable turnaround in the profit cycle of corporate America will lift
US stock indices to even higher levels towards the end of the year.

Europe

Due to the so far positive course of the earnings season nearly all
European stock markets indices were able to reach new year-highs.
Although mainly the US earnings releases are in focus of interest,
the majority of European earnings was up to now also able to de-
liver quite convincing numbers. Only Nokia disappointed and was
therefore punished by investors. Earnings releases should remain
the main driver in the upcoming weeks. Nevertheless, in contrast
to the US the peak of the European earnings season cannot be
expected until the end of October and beginning of November,
respectively. We still stick to our opinion that similar to the last ear-
nings season the majority of companies should beat the restrained
expectations. Together with an improving economic sentiment we
therefore see European stock markets well supported and expect
higher index levels until year-end.

Expected corporate releases

USA

Mon, 19
Tue, 20
Wed, 21
Thu, 22
Fri, 23
Europa
Tue, 20
Wed, 21
Thu, 22

Apple, Texas Instruments

Caterpillar, Coca-Cola, Pfizer, United Technologies, Yahoo!
Boeing, Ebay, Eli Lilly, Altria Group, Schering-Plough, Wells Fargo

Amgen, Amazon.Com, American Express, Bristol-Myers Squibb,
Dow Chemical, Kimberly-Clark, McDonald’s, 3M, Merck & Co,

Philip Morris Intern., AT&T, Wyeth, Xerox, Zimmer Hldgs
Honeywell, ITT, Microsoft, Schlumberger

STMicroelectronics
Actelion, Elan, Fiat, Valeo, Iberdrola
Credit Suisse, Ericsson, Logitech, Novartis, Software AG
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FX

Entry Carry
Recommendation level Target (ann. %)
Sell German Bund Future 122.2 120.0 -

Source: Thomson Reuters, Bloomberg

Recently closed trades

Entry Close

Recommendation level level Comment
Buy EUR/JPY 131.1 133.1 Closed early
Buy EUR/USD 1.436 1.43 Stopped Out
Sell Germann Bund Future 120.78 122.0 Stopped Out
Sell US T-Note Future 118 119/256 119 1/4 Stopped Out
Sell US T-Note Future 117 131/256 117 192/256 Closed early
10/2 flattener; Sell 2Y - Buy 10Y Germany 206 bp 225 bp Stopped Out
Sell US T-Note Future 118.00 119.25 Stopped Out
Sell US T-Note Future 115.94 117.50 Stopped Out
Sell Germann Bund Future 121.04 121.50 Stopped Out
Sell Germann Bund Future 120.28 121.1 Stopped Out
Sell Germann Bund Future 122.1 120 Target reached
Sell US T-Note Future 117 3/256 116 72/256 closed early
Sell Germann Bund Future 121.73 120.8 Closed early
Sell US T-Note Future 117.7 116.4 Closed early
Sell US T-Note Future 116 3/8 116 5/7 Closed early
Sell Germann Bund Future 121.2 121.3 Closed early
Sell 10Y Germany, Buy 10Y Austria 80 bp 60 bp Target reached
Sell 10Y Germany, Buy 10Y Spain 78 bp 58 bp Target reached

Source: Thomson Reuters, Bloomberg

Note: This list contains only the strongest trading ideas for the markets that we cover. Therefore not every market forecast that implies a buy
recommendation is also listed as a trading idea! Trading ideas may also differ from our quarterly forecasts, as the time horizon can be
different. The time horizon of the trade is at least two weeks, but not more than 3 months.
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