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Key news
Market movers today:

o FOMC statement contained few changes and caused limited market reaction.
o SEK: Riksbank meeting

¢ UK:Q3 GDP

o We have an interesting day ahead of us with focus on the Rikshank meeting, UK Q3
GDP, euro area M3 growth and US durable goods.
e EUR: M3 money supply

. e US: Durable goods
Markets Overnight &

. e Q3 earnings: Apple, Santander
As expected, there were virtually no changes to the October FOMC statement. The

Fed will continue to purchase USD40bn in mortgage-backed securities each month and

continue the current ‘twist’ programme. The Fed reiterated that it will proceed with its Market overview

asset purchases and potentially scale these up until the labour market improves 07:30 1day +/-%
substantially. The description of household spending was upped slightly, stating that S&P500 (lose) 14088 + -031
consumption has advanced a bit more quickly but this was countered by downgrade in the S 0001t (matiom cose e g
language of business fixed investments. Although there were no indications in the FEGEE EiZR O
statement that the Fed is moving closer to an Evans rule, we nevertheless think that 1700 0730 +/-.5p
this will be the next step from the FOMC. The biggest obstacle is to find consensus US 2y gov 029 029 08
within the FOMC on the relevant variables to target and the thresholds that would trigger e 179 180 1
a fed funds rate hike. The main challenge lies in the variable that captures the state of the g::: i:;oemgrl‘ o ;g ;‘i’ gg
labour market. We think the Fed will eventually use some sort of adjusted unemployment '

rate, which takes into account both developments in the labour force and unemployment ELR/USD (R R T
as target. This is a work in progress and we expect it to take some time before the FOMC lEJSg//éFF"VF 79-?:? 79-?2? . 85?
is ready to announce its new rule. The release prompted very limited market reaction, EUR/GBP 0809 0809 006
see also FOMC meeting: a non-event, 24 October. EHZZEDKK 8'78_4712 Bf_fé . :gjclé
Despite the release of lower-than-expected leading indicators in Europe yesterday, usD
markets shook off the negative sentiment from the early hours, see PMI and Ifo continue gﬂlij‘jg;,“” 1;8?:2 1;832 gjfg

to signal recession, 24 October. The positive sentiment carried over to the US stock Note:

. . . . * The iTraxx Europe Index show the spread
market supported by improving new home sales. Despite this S&P 500 closed down by development for the most liquid investment grade CDS
0.3%, after a sell-off in the final hour. Asian stock markets are trading with no clear contracts in the euro credit market.
direction this morning. In the US bond market yields on longer matured Treasuries “*The iTraxx Europe Crossover show the spread
increased a bit after the FOMC meeting, with the 10-year yield trading just below 1.80% development of the most liquid non-investment grade

this morning. In the FX market EUR/USD is this morning trading at 1.298. LSS S B S
Source: Bloomberg

The Reserve Bank of New Zealand kept rates unchanged and did not signal further
easing. NZD gained following the announcement.

Mario Draghi yesterday, while confronting the German Bundestag, gave a little more
colour on why the ECB introduced the OMT and how it expects to implement it.
Draghi said: ‘Interest rates do not have to be identical across the euro area but it is
unacceptable if major differences arise from broken capital markets or the perception of a
euro area break-up’, see full Draghi speech.
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Global Daily

Focus today: We expect UK GDP growth to increase 0.6% g/q in Q3. The rebound is
mainly driven by Jubilee holiday related disruptions in Q2 and we expect growth to fall
back to 0.1% g/q in Q4. In the euro area it is a light calendar but we expect M3 money
supply growth to increase to 3.2% yly. In the US we expect to see an increase in the
durable goods orders headline, reclaiming some of the lost ground, as a decline in the
volatile defence and aircraft orders was the primary reason for last month’s headline drop.
More importantly though, is the reading on capital goods orders and shipments outside
aircraft and defence as this is a good indicator of business CAPEX. Recent months have
shown a virtual collapse in core capital goods orders and if our forecast of a modest
pickup in business investments in Q4 shall prove right, we will soon need to see better
data.

Fixed income: European PMI and German Ifo data clearly disappointed yesterday, while
US releases are slightly more encouraging suggesting a moderate recovery. There is room
for a US steeper curve down the road. Meanwhile, the 10-year treasury yield continues to
move around the upper part of the current range. In Europe the fact that we are only
seeing stabilisation in data might fuel speculation that more rate cuts may be needed.

FX markets: Sterling got some tailwind yesterday ahead of today's GDP release that is
expected to show that the UK finally pulled out of recession. However, growth is fuelled
by temporary factors like the Olympics and we expect any Sterling strength to be short-
lived. Otherwise the big event will be the Rikshank announcement this morning. We
expect unchanged rates after the somewhat surprising comments regarding bubbles from
central bank governor Ingves last week. It might give some support to SEK, not least as
the market is pricing a cut-probability equivalent to 10bp today. However, we doubt we
will see any big move lower in EUR/SEK today. It seems like SEK is currently trading
more on risk appetite than a few months ago and furthermore we are pretty convinced that
the market will continue to price in rate cuts in Sweden, also after today's meeting.
Finally, we certainly do not rule out a rate cut today. Yesterday’s numbers for example
were once again very weak, underlining that the Swedish economy in fact needs more
stimuli.

Scandi Daily

Denmark: EUR/DKK is now trading just below 7.46, a level that earlier has triggered
intervention from the Danish Central Bank and subsequent rate hikes. Hence, as always
we keep an eye on the screens at 16.00 CET when Danish rate changes are normally
announced. However, we doubt, given the decreased uncertainty regarding the European
debt crisis, that we have seen any significant currency outflow from Denmark lately.
Hence, we do not expect a Danish rate hike today despite the latest move higher in
EUR/DKK. In general we doubt that the Danish Central Bank is in any hurry to hike
rates.

Today's big event in Sweden is the Rikshank's rate announcement (and monetary policy
report) due for release at 09:30 CET. Until last week when governor Ingves expressed
considerable concern about Swedish households' high debt ratio, most analysts (we
included) and the market were looking for a rate cut. Ingves’s article was, however,
interpreted as a strong signal that he is unwilling to ease further, which is why
expectations were scaled back significantly. In practice, this is yet another example of the
Riksbank's tendency of conveying confusing messages, leaving people quite uncertain
about what to expect. Recent data have been very disappointing, showing that the
economy is declining fast, so the door for a rate cut remains open.
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Rate decision in Sweden today
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Key figures and events

Thursday, October 25, 2012
- OTH  Earnings: Daimler, Sandvik, Banco Santander, Metso, Procter & Gamble, ABB, Amazon.com, Apple
9:30 SEK  Riksbank, Rate decision % 1.25% 1.25% 1.25%

Danske Bank Consensus

930 SEK  PPI m/mly/y Sep -0.2%|-1.4% -05%|-1.9%
10:00 EUR M3 money supply v/y Sep 32 3.0% 2.9%
10:30 GBP  GDP,first estimate a/aly/y 3rdquarter 0.6%|-0.5% 0.6%|-05% -0.4%|-0.5%
14:30 USD Durable goods orders m/m Sep B6.9% 6.8% -13.2%
14:30 USD Initial jobless claims 1000 ES59)
16:00 USD Pending home sales m/mly/y Sep 2.7%|... 2.0%|... -2.6%|9.6%
2345 NZD Trade balance NZL m Sep -850 -789

Source: Bloomberg and Danske Bank
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Today's market data: 25 October 2012
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Disclosure
This research report has been prepared by Danske Research, a division of Danske Bank A/S ("Danske Bank").

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the
research report accurately reflect the research analyst’s personal view about the financial instruments and issuers
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
in the research report.

Regulation

Danske Bank is authorized and subject to regulation by the Danish Financial Supervisory Authority and is subject
to the rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske
Bank is subject to limited regulation by the Financial Services Authority (UK). Details on the extent of the
regulation by the Financial Services Authority are available from Danske Bank upon request.

The research reports of Danske Bank are prepared in accordance with the Danish Society of Financial Analysts’
rules of ethics and the recommendations of the Danish Securities Dealers Association.

Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high
quality research based on research objectivity and independence. These procedures are documented in the
research policies of Danske Bank. Employees within the Danske Bank Research Departments have been
instructed that any request that might impair the objectivity and independence of research shall be referred to the
Research Management and the Compliance Department. Danske Bank Research Departments are organised
independently from and do not report to other business areas within Danske Bank.

Research analysts are remunerated in part based on the over-all profitability of Danske Bank, which includes
investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate
finance or debt capital transactions.

Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology
as well as publicly available statistics for each individual security, issuer and/or country. Documentation can be
obtained from the authors upon request.

Risk warning

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis
of relevant assumptions, are stated throughout the text.

Expected updates
Danske Daily is updated on a daily basis.
First date of publication

Please see the front page of this research report for the first date of publication. Price-related data is calculated
using the closing price from the day before publication.

General disclaimer

This research has been prepared by Danske Markets (a division of Danske Bank A/S). It is provided for
informational purposes only. It does not constitute or form part of, and shall under no circumstances be
considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments
(i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or
options, warrants, rights or other interests with respect to any such financial instruments) ("Relevant Financial
Instruments™).

The research report has been prepared independently and solely on the basis of publicly available information
which Danske Bank considers to be reliable. Whilst reasonable care has been taken to ensure that its contents are
not untrue or misleading, no representation is made as to its accuracy or completeness, and Danske Bank, its
affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, including without
limitation any loss of profits, arising from reliance on this research report.
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The opinions expressed herein are the opinions of the research analysts responsible for the research report and
reflect their judgment as of the date hereof. These opinions are subject to change, and Danske Bank does not
undertake to notify any recipient of this research report of any such change nor of any other changes related to the
information provided in the research report.

This research report is not intended for retail customers in the United Kingdom or the United States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior

written consent.

Disclaimer related to distribution in the United States

This research report is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer
and subsidiary of Danske Bank, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S.
Securities and Exchange Commission. The research report is intended for distribution in the United States solely
to "U.S. institutional investors" as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this

research report in connection with distribution in the United States solely to “U.S. institutional investors”.

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence
of research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are
not registered or qualified as research analysts with the NYSE or FINRA, but satisfy the applicable requirements
of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial
Instrument may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-
U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be
registered with the U.S. Securities and Exchange Commission and may not be subject to the reporting and
auditing standards of the U.S. Securities and Exchange Commission.
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