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Risk retracement after BHP Billiton and Rio Tinto cancel deal.

Themes

We have clearly broken the 1170-level and is most likely in for a retest of this level before going
anywhere else. If this test turns positive start to look for a test of the 1200-level else look for 1150.

What's going on?

Lately we had a very strong surge in risk and this has been supported various times by Federal Reserve
chairman Bernanke stating that more stimuli may be needed in order to help the economy gain traction
again. In addition to this comes that earnings so far has been decently strong across the board leaving
investor confidence quite high. But with the cancellation of the deal between BHP Billiton and Rio Tinto in
creating the world’s largest iron ore producer it seems as if this was the trigger that made market
participants take home some of their profit. It is still about earnings, so look out for earnings from Apple,
Citigroup and IBM today. The major economic release today is US Industrial Production.

Monday’s Key Events

GMT Event Saxo Bank ‘ Consensus Previous
13:00 US Total Net TIC Flows (AUG) - - $63.7B
13:00 US Industrial Production (SEP) - 0.2% 0.2%
13:15 US Capacity Utilization (SEP) - 74.8% 74.7%
14:00 US NAHB Housing Market Index - 14 13

16:55 US FED’s Lockhart gives speech on Economy in Savannah
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Markets at a glance

Consumer confidence continues to languish in
recessionary territory, but retail sales continue to power
ahead (0.6% MoM). Industrial production is a major
release today and we expect the report to show that
production stagnated in September after a weak increase
of 0.1% MoM in August. We expect production to remain
unchanged (0%), and question how much of the recent
increases in production have been due to inventory
rebuilding? Likewise, capacity utilization is expected to
remain unchanged. The NAHB (National Association of
Home Builders) housing market index will also be
released, and is a good indicator of the developments in
that market though it does not garner too much attention
from the markets.

The University of Michigan Confidence survey declined to
67.9 in September from 68.2 (preliminary) as job
concerns and high debt levels continue to weigh on
consumer sentiment. The confidence report continues to
draw a weak picture of the state of the American
consumer, which suggests that the recession never ended
(it did officially in June 2009). The average reading in
recessions since 1975 is in fact 68.9, so the last two
reports are in recessionary territory (and August was spot
on the recession average). Expansions - which we
supposedly are in now - are averaging around 89.2, so
the surveyed better listen to the National Bureau of
Economic Research and not care about their balance
sheet problems: this is a recovery! We do not expect any
material increase in the consumer indexes in the coming
months as Americans are figuring out that the recovery
was mostly fuelled by stimulus spending and a general
bounce back in global trade.

Business inventories put in another strong display, rising
by 0.6% in August following the 1.1% increase in July.
This is quite positive for third quarter growth (inventory
additions positively affect GDP growth), but the question
remains: are companies restocking too fast? Will it simply
mean much weaker net additions in September and 4Q?
We think the inventory readjustment cycle has mostly run
its course and any net inventory addition going forward
will simply drag GDP growth forward, but will not be
sustained in the quarters ahead.

US Industrial Production and Inventories
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Source: Bloomberg. Our calculations.

Equities: a closer look

It is all about earnings. Last week we had solid earnings
reports from the majors - Intel, JPMorgan, Google and
GE. This week and next week are the major trend
settings weeks in terms of getting direction on how you
should expect the remains of the earnings season to play
out; so look very carefully. As we have stated before we
expect an above average earnings season with at 70%
beat, less growth in margins and sales still sluggish.
Today’s companies to look for is clearly Apple (global
consumer exposure), Citigroup (financial), Halliburton (oil
services) and to IBM (technology services). Apple will the
first major company that is reporting on how the state of
the consumer globally is holding up and look especially
for Apple’s assessment on how 2011 looks from a
consumer perspective. So far the private consumption is
sluggish in some parts of the world, but has not dropped
as much as e.g. investments. Citigroup is interesting after
we had the class leader, JPMorgan out last week.
Especially look for their comments on the development in
their credit portfolio and how they expect the housing
issue to affect their balance sheet. Halliburton will tell us
something on the demand for oil because oil services are
very short term sensitive to the development in the oil
price and finally IBM will provide us with an insight as to
how the outsourcing in companies are progressing.
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Economic data highlights Saxo Bank Consensus Actual Previous Revised

EC CPI MoM (SEP) - 0.2% 0.2% 0.2%

EC CPI MoM (SEP) - 1.8% 1.8% 1.8%

EC Trade Balance (AUG) - 0.0B -4.3B 6.7B 6.2B
CA Manufacturing Sales MoM (AUG) - 0.5% 2.0% -0.9% -1.1%
CA New Motor Vehicle Sales MoM (AUG) - -5.0% -4.8% 2.4% 2.2%
US CPI MoM (SEP) - 0.2% 0.1% 0.3%

US CPI YoY (SEP) - 1.2% 1.1% 1.1%

US Advance Retail Sales (SEP) - 0.4% 0.6% 0.4% 0.7%
US Empire Manufacturing (OCT) - 6.00 15.73 4.10 4.14
US University of Michigan Confidence (OCT) - 68.9 67.9 68.2

US Business Inventories (AUG) - 0.5% 0.6% 1.0% 1.1%
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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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