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Did equities overextend themselves yesterday? 

 

Themes 

 We clearly broke the 1150-threshold yesterday. Wait for more price action in order to determine 

whether we should stay here and move higher or retrace lower. 

 

What’s going on? 

European equity markets will most likely open around 0.5% higher today after a strong close in yesterday’s 

US session on the back of better than expected US ISM Non-manufacturing (service industry) expanded 

more than expected (53.2 vs. 52.0). Furthermore equities are pricing in that there will be another round of 

QE from most central banks after Bank of Japans move yesterday. This will short term be very bullish for 

risk in general and equities in particular. 

 

Wednesday’s Key Events 
 

GMT Event Saxo Bank Consensus Previous 

09:00 EZ GDP QoQ (2Q, final) 1.0% 1.0% 1.0% 

10:00 GE Factory Orders MoM (AUG)  0.9% -2.2% 

12:15 US ADP Employment Change (SEP)  20K -10K 

14:00 CA Ivey PMI (SEP) 60.0 62.0 65.9 
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Markets at a glance 

German factory orders will shed some light on the extent 

of the slowdown in the German economy. Orders 

unexpectedly declined 2.2% in July, and the growth in 

orders should moderate as the growth in global trade 

slows down. The other countries in the Eurozone need to 

pick up the pace, otherwise the slowly German 

locomotive will push overall Eurozone growth down in the 

third quarter and beyond. Unfortunately, there seems to 

be nobody who will be able to do that; also confirmed by 

the OECD leading indicators, which are pointing down for 

all the PIIGS (ex. Ireland) and France. 

 

The ADP employment report will be released today and is 

a fairly solid indicator of the net change in private sector 

jobs in the US, though it has generally pointed to weaker 

job creation in the last year compared to the BLS’s 

nonfarm report. 

 

A couple of dovish central bank announcements from BoJ 

and RBA and a better than expected ISM non-

manufacturing number was all that was needed for 

equities to rally more than 2%; the non-manufacturing 

index usually does not receive this amount of attention 

from the markets. 

The non-manufacturing sector in the US is expanding at a 

faster pace (53.2) compared to the previous month 

(51.5). If we look at the internals of the report, they were 

also generally sound with new orders up to 54.9 from 

52.4 and employment sneaking into expansionary 

territory (50.2) ahead of Friday’s nonfarm payrolls report. 

 

 

Equities: a closer look 

Yesterday we had a surprisingly good macro number out 

from the US and look what it did to equities and risk. This 

is clearly an indication of that the market has been 

overloaded with bad news and just waiting for a good 

number coming out while holding together the pieces. To 

us this is clearly an indication of that markets will retrace 

from current levels as this is more a bear market rally 

rather than anything else. The earnings season might be 

able to support the current levels around 1150 in S&P500, 

but after this and the QE that is now getting priced in 

what is left to support equities at current price levels? 
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Economic data highlights Saxo Bank Consensus Actual Previous Revised 

SZ CPI MoM (SEP)  0.0% 0.0% 0.0%  

UK PMI Services (SEP)  51.0 52.8 51.3  

EC Retail Sales MoM (AUG) 0.1% 0.2% -0.4% 0.1%  

US ISM Non-manufacturing (SEP) 52.5 52.0 53.2 51.5  
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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 

 

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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