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Obama saves Asian steelmakers? 

 

Themes 

 Short term equities are still in for a test of the 1130-level in S&P500, while longer-term we expect 

equities to retrace back to lower levels. 

 European sovereign debt concerns are back in vogue this morning as Eurozone countries look to 

auction EUR 80bn in September, about twice the amount in August. 

 

What’s going on? 

We expect European equity markets to open roughly flat. However the continued rumour on another 

package from Obama & Co. has especially made steelmakers in Asia move against the trend of falling 

equity markets overnight. Despite that most are well aware of the fact that another round of stimulus will 

spur risk sentiment short term, but long term it is not going to help much. Earnings will still be under 

pressure due to weak sales and the prospect of further significant margin gains is remote. 

The calendar is fairly light once again today, but sovereign debt woes are weighting in risk this morning. 

Meanwhile both Bank of Japan and Australia’s RBA kept rates unchanged. 

Tuesday’s Key Events 
 

GMT Event Saxo Bank Consensus Previous 

08:00 NO Industrial Production MoM (JUL)   -1.7% 

08:00 NO Manufacturing Production MoM (JUL)  -0.8% 3.3% 

10:00 GE Factory Orders MoM (JUL)  0.5% 3.2% 

15:00 US Fed purchases treasury notes (maturity: 8/2014-7/2016)    
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Market Musings 

Concerns over European debt are back as the members of 

the Eurozone prepare to auction some EUR 80 billion in 

September. This is roughly twice the 43bn that was 

auctioned in August. Spain is looking to auction 7bn in 

September up from 3.5bn in August. 

In the US President Obama is stealing the headlines as 

the administration looks to spend $168bn in various 

programmes to boost the economy. Interestingly the 

proposed $100bn extention of the R&D tax credit to US 

companies seeks – among other things – to keep jobs in 

the US, but at the same time the administration is 

supposedly looking to invest $50bn in infrastructure, such 

as roads and railways, which has sent Asian steelmakers 

higher this morning. 

The Bank of Japan failed to do anything except keep rates 

low, which combined with a retreat in general to 

safehaven currencies has sent the Yen higher. Japanese 

prime minister rival Ozawa had put pressure on current 

PM Kan ahead of the meeting overnight, but that didn’t 

translate into BOJ action. Rates were unsurprisingly kept 

at the ridicious level of 0.10%. Elsewhere in Asia the 

Aussie has weakened as the Reserve Bank of Australia 

(RBA) also kept rates steady despite a string of positive 

economic data and at the same time news are out that 

Labor has managed to cling on to power as PM Gillard has 

secured a one-seat majority. The many rate hikes (6) 

have had a sobering effect on the Australian housing 

market, which were running close to redhot for a while. 

The question remains whether a bust is avoidable, and 

while consensus is optimistic, we prefer a more cautious 

approach. The AiG performance of construction index, 

which was released overnight, points to a quite sharp 

decline in construction in Australia. 

 

 

Equities: A Closer Look 

Obama is most likely going to launch another stimulus 

package/infrastructure investment that for sure will spur 

short term risk appetite and lead to equities travelling 

higher. This would most likely lead to the test of the 

1130-level in S&P500 as we have had as our short term 

target for a while now. That said we still believe that the 

long term fundamental issues in the western economies is 

far from solved and this simply acts like a structural 

barrier for further sustainable growth in companies. 

Consumers needs to deleverage (as does the government) 

and will be reflected in a weak demand. Currently the 

weak sales are masked by margin improvements and 

higher capacity utilization, but soon or later this will spill 

over into earnings disappointments. We still see, contrary 

to consensus, at EPS of 84-85 USD in S&P500 for 2011 

leading to a fair value of 1174. 

Overnight Asian equity markets have retraced a bit after 

several strong days which is expected. However notice 

that steelmakers are trading countertrend and going 

higher fueled by the hope of renewed strong demand 

coming from Obama infrastructure project. We expect 

this to continue until the details of the plan are put 

forward and the plan has actually been transformed into 

law. There is no such thing as hope. 

 

 

 

 

 

Economic data highlights Saxo Bank Consensus Actual Previous Revised 

EC Sentix Investor Confidence (SEP)  9.0 7.6 8.5  

JP Manpower Survey (4Q)   6.0 6.0  

AU AiG Performance of Construction Index (AUG)   43.2 43.3  

AU RBA Cash Target Rate  4.50% 4.50% 4.50%  

JP BOJ Rate  0.10% 0.10% 0.10%  
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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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