
South African Rand 1.65
British Pound 0.55
Singapore Dollar 0.42
Mexican Peso 0.35
Australian Dollar 0.15
Swiss Franc 0.12
Brazilian Real 0.08
Japanese Yen 0.04
Euro –0.04
Danish Krone –0.06
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bbg europe bank, fincl svcs index Greek exit From euro Would Bring Few Benefits
Commentary by DaviD Powell, bloomberg eConomistBig Picture:

G-20 Pledge, imF, World Bank meet, Bear market
WHAT TO WATCH: ■  Central bankers and finance ministers 

convene for annual meetings of the imF and world bank. G-20 
finance chiefs pledged to address rising global economic 
risks and pushed europe to contain its debt crisis. European 
stocks fell for a third day and U.S. index futures erased gains. 

Global stocks entered a bear market. the euro region vowed to increase the flexibility 
of the eFsF by the time the group next meets oct.14-15. greece’s finance minister told 
parliamentarians the country could undergo an orderly default with a 50 percent default 
for bondholders, newspapers reported. the ECB may act as soon as next month to mini-
mize risks to growth, governing Council member Luc Coene said.

ECONOMICS: ■  Fed’s Dudley, 1:30 p.m., Fed’s Williams, 2:45 p.m. Trichet, 4:30 p.m.

COMPANIES: ■  Trading in credit-default swaps insuring the biggest german and 
French banks’ debt is soaring. moody’s cut the ratings of eight Greek banks.

GOVERNMENT: ■  the House passed a stopgap spending bill containing federal di-
saster aid. Capital surcharges on the biggest banks may be approved at a sept. 27-28 
meeting of the basel Committee, people familiar said.

MARKETS: ■  the euro rose against the yen. Copper dropped to the lowest in more 
than a year. South Korea’s won gained the most in almost four months after authorities 
said they were prepared to intervene to curb declines.

First worD Daybook: 

Jurjen van de Pol and 
brad skillman

8:30 GE Merkel Speech to Science Academy
10:00 US IMF-World Bank Hold Annual Meetings
12:00 CA Natural Resources Minister Oliver Speaks
12:00 GE Merkel at CDU Party Event in Dortmund
14:00 US Fed’s Dudley to Speak in Washington
14:00 US Fed’s Williams on Monetary Policy

9:00 BE Business Confidence Level -9 -7.8

9:00 MX Unemployment Rate 5.60% 5.62%

9:30 BZ Current Account - Monthly -$3030M -$3497M

9:30 BZ Foreign Investment $4200M $5971M

15:00 AR Eco Activity Indx MoM SA - 0.40%

15:00 AR Current Acct Balance (USD) $1375M -$673M

15:00 AR Industrial Prod. s.a. (MoM) - -0.60%

Coene Says eCB may Act as Soon as October

G-20 Pledges to tackle ‘renewed’ Challenges

Greece may Default 24 Centuries After First One

european Banks’ Funding Gap up to $4 trillion

italy Woes Likely to Outlast Berlusconi Government

greece remains unlikely to leave the euro 
area because the potential benefits of an exit 
are too small. 

the country would benefit less than any of 
the other 16 nations from exiting the mon-
etary union because its economy is the least 
exposed to international trade. the average 
of greek exports and imports is equal to 26 
percent of gDP, compared with 48 percent 
for germany, 95 percent for ireland and 38 
percent for Portugal.

Currency depreciation does not appear 

to be a panacea when many of a country’s 
trading partners are experiencing a sluggish 
economic recovery in the aftermath of a 
financial crisis. the measure of international 
economic exposure for iceland is 56 percent, 
indicating a highly open economy, and a 
potential for stimulus from the export sector 
much larger than that for greece. iceland’s 
currency has depreciated 95 percent versus 
the euro since its high in 2007 and real gross 
domestic product is still 5.5 percent below its 
pre-crisis level. 

Tony Volpon of Nomura on why Greece 
shouldn’t follow the Argentinian  
default model.
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DaviD Powell

the benefit from additional mon-
etary easing that may be provided by 
an athens-based central bank would 
probably be limited as well. three-
month euro libor is already low at 
1.54 percent, leaving little  scope for 
reducing interest rates. in addition, 
greece would probably be unable to 
implement a policy of quantitative eas-
ing, even though a taylor rule model 
suggests that greece requires an 
interest rate of minus 4.1 percent.

richard koo has argued in his book, 
the Holy grail of macroeconom-
ics, that ben bernanke’s theory that 
deflation can be avoided by dropping 
money from a helicopter is unrealistic. 
international investors would prob-
ably lose confidence in the currency, 
presaging its meltdown.

a country, such as greece, that 
already suffers from a lack of inter-
national confidence would find the 
pursuit of a policy of quantitative 
easing – large scale money creation 
– difficult without experiencing such a 
currency crisis. 

that policy will probably remain 
a privilege of only a few developed 
countries, such as Japan, switzer-
land, the U.k., and the U.s., whose 
macroeconomic track records are 
better than that of greece.

in addition, greek policy makers are 
unlikely to receive much political gain 
from exiting the euro area. the debate 
in greece, among politicians and 
protestors, mainly focuses on which 
groups within the country will bear the 
burden of the fiscal adjustment – not 
whether greece should remain a 
member of the currency union or not.

From protestors in the streets and 
taxi drivers to bankers and policy mak-
ers an almost universal agreement 
seems to exist that greece’s prob-
lems are of its own making. a senior 
government official privately referred 
to the nation’s problems as stemming 
from “our sins of the past.” they are 
mostly the result of corruption, gov-
ernment waste, and a weak system of 
tax collection.

membership in the currency club will 
provide the political cover needed to 
implement painful reforms. 

leaving the euro area would not 
solve any of those problems.
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POLitiCAL WAtCh by bloomberg news
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an  ■ index of French business 
confidence fell to 99 in september 
from 102 in august, while the con-
sumer confidence index dropped 
to 80 from 82.

Spain’s producer prices ■  rose 7.1 
percent in august from a year earlier 
after a 7.5 percent gain in July.

Italy’s retail sales ■  slipped 0.1 

percent in July from June, when they 
fell 0.3 percent.

U.K. mortgage approvals ■  
climbed to 35,226 in august from 
33,734 in July, the british bankers’ 
association said.

National Bank of Greece ■  and 
seven other greek lenders had their 
credit ratings lowered by moody’s on 
concern over their holdings of the 
nation’s government bonds.

Poland’s unemployment rate ■  fell 
to 11.6 percent in august from 11.7 
percent in July.

Slovenia’s credit rating ■  was cut 
one level to aa3 by moody’s, which 
warned another reduction may come 
on concern the banking system will 
need state support.

AsiA

 ■ Australian banks face slower 
credit growth and weaker asset 
quality than prior to the global credit 
crunch three years ago, the reserve 
bank of australia said.

New Zealand consumers ■  are 
less optimistic about their job and 
earnings prospects, according to 
a westpac and mcDermott miller 
index, which dropped to 104.2 in 
the third quarter from 106.1 in the 
second quarter.

Taiwan’s industrial production ■  
rose 3.88 percent in august from a 
year earlier after a 3.63 percent gain 
in July.

Singapore’s inflation ■  acceler-
ated to 5.7 percent in august from 
5.4 percent in July.

Muni Tax Breaks Eyed
Congress’s deficit-cutting su-

percommittee may cap or end a 
tax exemption that helps set state 
and local debt prices, raising 
borrowing costs and disrupting 
the $2.9 trillion municipal-bond 
market. bankers, bondholders 
and issuers are preparing for an 
attack on the tax break investors 
get for interest earned on some 
municipal securities, already 
targeted by President Barack 
Obama in his jobs and deficit-
reduction proposals. the exemp-
tion lowers the cost of loans for 
schools, highways, hospitals and 
other public works.

Abbas Addresses UN
when Mahmoud Abbas walks 

to the podium of the general 
assembly today to ask for Un 
membership for Palestine, he 
knows his bid cannot succeed. 
He’ll go ahead anyway. sched-
uled to speak before israeli Prime 
minister Benjamin Netanyahu, 
the address by the Palestinian au-
thority president will be the climax 
of a week that has seen his quest 
for international recognition suffer 
repeated setbacks. the U.s. and 
israel leaned on security Council 
members that back the Palestin-
ian statehood initiative to abstain 
from voting.

Ukraine-Russia Gas Row
Ukrainian President Viktor Yanu-

kovych visits moscow tomorrow 
to spar over natural gas contracts 
as the two states risk their third 
gas war in six years and another 
disruption to europe’s supplies. 
yanukovych is angering russia 
with ambitions to move  his coun-
try into the european Union, while 
cutting dependence on imports of 
russian gas, 80 percent of which 
is shipped via Ukraine to the eU. 
a pricing dispute between russia 
and Ukraine disrupted deliveries 
to at least 20 countries for two 
weeks in freezing temperatures in 
January 2009.
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FACE OFFmArKet CALLS
by bloomberg news

market Watch michael mcDonough, Bloomberg Economist

Jeffrey Currie, head of commodity re-
search at goldman sachs, said investors 
should keep buying commodities because 
“supply disappointments” will support 
prices even as the sovereign-debt crisis 
and slowing economies threaten demand. 
the standard & Poor’s gsCi enhanced 
Commodity index will climb 20 percent in 
the next 12 months, copper will jump 43 
percent to a record $11,000 a metric ton 
and crude oil in new york surges 62 per-
cent to $131 a barrel, he forecast.

Royal Bank of Scotland economists said 
the european Central bank may cut its 
benchmark interest rate by 50 basis points 
in october.

Ubs economist Amit Kara expects the 
bank of england to expand its bond-pur-
chase program and buy an extra 50 billion 

pounds over three months from november.

barclays strategist Hamish Pepper said 
the australian dollar may fall to 93 U.s. 
cents in three months and the new Zea-
land dollar may decline to 75 U.s. cents. 
the reserve bank of new Zealand is 
“highly likely” to postpone an interest-rate 
increase until the first quarter of next year, 
Pepper said.

brockhouse & Cooper strategist Pierre 
Lapointe and economist Alex Bellefleur 
said investors should buy australian stocks 

and bet against the benchmark Canadian 
equity index. australia’s s&P/asX 200 
index may start to perform better than 
Canada’s standard & Poor’s/tsX Compos-
ite index as a softening australian econo-
my will force policy makers to lower interest 
rates to spur growth, they said.

Chris Roberts, a technical analyst at miz-
uho securities asia, said the msCi China 
index, which mostly tracks Hong kong-
traded shares of Chinese companies, may 
fall to between 36 and 45 “to complete the 
bear market.”

the best-performing equity indexes 
may be the most susceptible to large 
declines should another lehman-like 
crisis occur.

as risk aversion increases, equities 
tend to trade as one, regardless of fun-
damentals. any selloff may be worse in 
stronger markets as investors dump prof-
itable assets to cover losses elsewhere. 
the chart shows msCi country indexes 
that have outperformed the global index, 
rebased to 100 as of January 2007.

leading the pack is the msCi Colom-
bia index, which has risen almost 100 
percent since that date. this year, the 
index is down about 4 percent, versus a 
more than 15 percent drop in the msCi 
world index.  

China shows how a widespread down-
turn can affect outperforming markets. 
the Chinese msCi index gained more 
than 90 percent from the start of Janu-
ary 2007 through november of that year 
versus 12 percent for the global index. 
after the crisis began, the index dropped 
almost 70 percent from its november 
2007 high through october 2008. in the 

aug. 1, it is down more than 20 percent, 
versus 15 percent for the global index. 
indonesia’s msCi turned negative on a 
year-to-date basis this week. 

same period, the world index lost less 
than 50 percent. 

the msCi korea, a recent outperform-
er, is showing signs of buckling. since 

Mark Zandi of moody’s analytics fore-
casts the 30-year treasury yield will av-
erage 4.36 percent in the fourth quarter, 
up from the current spot rate of 2.89.

John Silvia of wells Fargo securities 
predicts the yield will remain essentially 
unchanged at 2.9 percent. the median 
forecast is 3.65 percent.
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OrANGe BOOK

riChArD 
yAmArONe
bloomberg economist

inflation No Longer ‘Flavor of the month’

To see orange Book posTings on 
The BloomBerg Terminal Type ni 
orangeBook <go>

only a few stragglers remain in the second 
quarter earnings reporting season. the 
rhetoric remains slightly bearish, as most 
companies are complaining about a crisis 
of confidence. 

expect that this inflation will moder-
ate somewhat in the back half as we 
begin to lap very high inflation rates 
experienced in the back half of last 
year. while it will take some time to 
overcome the inflation and pricing 
lag in this business, the cumulative 
impact of our pricing actions will be 
more significant in the second half.” 

Lennar Corp. [LEN] Earnings Call 
9/19/11: “while there is of course vir-
tue in being risk adverse, the logical 
expansion of where we are is that we 
make only one loan for $200,000 to 
warren buffett and we will never have 
a default. Unfortunately, we will also 
not have much of a housing market.”

Carnival [CCL] Earnings Call 
9/20/11: “in talking to our brand ex-
ecutives, there is a general view that 
because of the continuing stream of 
negative economic news and the more 
recent related decline in consumer 
confidence, consumers are delaying 
their decisions to take their cruise va-
cations, with the result that the booking 
curve for 2012 has come closer in.” 

Oracle [ORCL] Earnings Call 
9/20/11: “we were strong in really all 
the sectors that you may be reading 
about are struggling, both in europe 
and in the U.s. our U.s. govern-
ment business is still very good, our 
financial services business is very 
good, our european banking business 
remains very good.”

Pier 1 [PIR] Earnings Call 9/15/11: 
“six months ago inflation was the fla-
vor of the month. everybody wanted 
to talk about it and what a terrible 
impact it was going to have on the 
consumer. and the reality seems to 
have been somewhat different. most 
retailers seem to have done quite a 
nice job in managing the costs. thus 
far, we’ve had no significant but hardly 
any resistance at all from customers.”

ConAgra [CAG] Earnings Call 
9/20/11: “in our consumer foods 
segment, we expect very high infla-
tion during the first half. but we also 
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the ratio between indexes 
tracking utility and transportation 
stocks climbed to a two-year high, 
a signal the retreat in U.s. equi-
ties may not be over, said David 
A. Rosenberg of gluskin sheff & 
associates inc.

the Dow Jones Utilities average 
advanced to 0.10 times the level of 
the Dow Jones transportation aver-
age, a multiple last seen in 2009, 
according to bloomberg data.

“it’s characteristic of a bear market,” 
said rosenberg, gluskin sheff’s chief 
economist and strategist. the stock 
market “is catching up with what the 
bond market has been saying for 
some time now — that is, we’re head-
ing toward an economic downturn.”

when the ratio of the two gauges 
rises, it means utility stocks are 
performing better than transporta-
tion shares. the last two times that 

the ratio rose above 0.10 and stayed 
higher were october 2008, when the 
standard & Poor’s 500 index sank to 
a 12-year low five months later, and 

august 2007.
the ratio surged in the past two 

months from a low of 0.08 in July.
— Lu Wang

ratio Between utility and transportation Stocks Sends a Warning Signal

the bloomberg Consumer Com-
fort index is perilously close to its 
historical low of minus 54, falling 
this week to minus 52.1. these 
readings are consistent with an 
economy that has at best sharply 
decelerated and may have slipped 
into recession.

survey respondents indicating it 
is a good time to buy remained es-
sentially unchanged at minus 59.9, 
while the weekly national economy 
index sank to minus 88.9 from minus 
86.6 the previous week. 

the comfort index was at minus 
43.3 before the debt ceiling debate, 
the U.s. credit downgrade and 
the most recent turmoil in europe. 
these events have generated a rare 
sense of concern among consum-
ers that will likely manifest in higher 
savings and lower spending at a 
time when weak aggregate demand 
is the primary reason why firms 
continue to hold back on hiring. 

Declines have been steady across 
all age, income and gender groups. 
the broad-based deterioration may 
mean the index is poised for an 
all-time low. men’s sentiment is at a 
record minus 51.3, while women’s is 

only nine points away from a record.
Households earning more than 

$100,000 per year, which tend to 
spend far more than the median, 
posted the eighth straight week of 
double-digit negative numbers. 

Sour Consumer Sentiment Poses risk to Consumption

JosePH brUsUelas, bloomberg eConomistu.S. WAtCh
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NeWS OF NOte

Fed’s Operation twist No Qe2 for Corporates as Spreads expand
size of their bailout fund to restore 
confidence in its firepower.

with money-market tensions 
increasing, the eCb has already 
reintroduced a six-month loan and 
continues to offer banks as much 
cash as they want at its benchmark 
rate  in weekly, monthly and three-
month refinancing operations. it 
last conducted a 12-month loan in 
December 2009.

“we could perfectly do that when 
we feel there is an urgent need for 
that — i don’t think so for the mo-
ment, but it could be in two weeks,” 
Coene said, referring to long-term 
loans. the eCb council next con-
venes on oct. 6. 

economists at barclays Capi-
tal and royal bank of scotland  
predict the eCb will also be forced 
to reverse course on interest rates 
after raising them twice this year to 
curb inflation. 

— Gabi Thesing and Meera Louis

the Fed’s “operation twist” is 
failing to ignite the corporate bond 
market as its second round of 
quantitative easing did in november, 
showing the bank may be running 
out of tools to revive the economy.

relative yields widened to a two-
year high, a benchmark index of 
credit-default swaps rose and new 
sales ground to a halt after the Fed 
said it will buy $400 billion of long-
term debt to cut borrowing costs and 
avert a recession. after the bank 
announced a second round of stimu-
lus on nov. 3, spreads narrowed, 
the cost of protecting company debt 
plunged and offerings soared.

“every time the Fed does some-
thing, we expect the same magni-
tude of effect, and we’re not getting 
it, we’re getting lesser and lesser 
effect, and they have less and less 
to do,” said Jason brady, a manag-
ing director at thornburg invest-
ment management. “all we’ve seen 
is spreads widen, reacting more to 
larger economic fundamentals.”

investor concern is building that 
the U.s. will veer back into a reces-
sion after the central bank warned 
of “significant downside risks” to the 
economy in its announcement on 
sept. 21. reports yesterday showed 
consumer confidence fell to the 
weakest point since June 2009 and 
first-time claims for jobless benefits 
exceeded economists’ forecasts.

Fed policy makers will buy bonds 
with maturities of six to 30 years 
through June while selling an equal 
amount of debt maturing in three 
years or less. 

— Sapna Maheshwari

ECB May Act as Soon as 
October

the european Central bank may 
act to address risks to growth as 

soon as next month should eco-
nomic data disappoint, governing 
Council member luc Coene  said.

Potential measures include the 
reintroduction of longer-term bank 
loans with maturities of 12 months 
or even longer, Coene said in wash-
ington. asked if an interest-rate cut 
is warranted, Coene said while that 
wouldn’t help to bring down longer-
term borrowing costs, “the eCb has 
never ruled out things beforehand.”

“if the data in early october shows 
that things are worse than we an-
ticipated we will look at the kind of 
decisions we have to take for that,” 
Coene said.

european policy makers are under 
pressure from counterparts around 
the globe as their failure to contain 
the region’s sovereign-debt crisis 
stokes concern the world is on the 
brink of another recession. Coene’s 
comments come as european of-
ficials debate how to increase the 

“Jobs requiring the highest level of social skill are the most con-
centrated in the very largest metro areas,” where they “underpin faster 
rates of innovation and growth,” richard Florida writes at the atlantic.
http://www.theatlantic.com/magazine/archive/2011/10/where-the-skills-are/8628/

“Do societies inevitably face an invidious choice between ef-
ficient production and equitable wealth and income distribution? are 
social justice and social product at war with one another?” ask an-
drew g. berg and Jonathan D. ostry of the imF in the latest issue of 
Finance & Development. “in a word, no.”
http://www.imf.org/external/pubs/ft/fandd/2011/09/Berg.htm

In a Q&A with the Toronto Star, sylvia nasar, author of “grand 
Pursuit: the story of economic genius,” discusses some of the 
people featured in the book. on marx, she says, “even though the 
economics is ridiculous, he captures a lot of true things about the 
world with a kind of vividness that many others didn’t.” 
http://www.thestar.com/news/insight/article/1055341--seeing-modern-econom-
ics-as-a-grand-pursuit#.TntyjzAFvKg.twitter 

ArounD the weB  new research and commentary on the web

The Web’s best Economics Blogs are on Bloomberg. Click {STNI BESTEcoNomIcSBlogS <go>}
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1D YTD YoY 30D FORWARD LAST 1D CHG YTD YoY 30D 5Y
%Chg %Chg %Chg Chart PE 12M YIELD BPS BPS BPS CHART CDS

MXCA Index Canada 1453.5 -3.2% -15.0% -6.1% 12.3           GCAN10YR Index Canada 2.02% -10.2 -110.0 -84.2
MXUS Index U.S. 1080.2 -3.2% -10.1% 0.8% 11.4           USGG10YR Index US 1.73% 0.7 -156.8 -82.6 54.8

MXAR Index Argentina 2205.0 -6.7% -38.3% -19.0% 7.5             Argentina 1039.0
MXBR Index Brazil 2626.2 -6.2% -30.2% -25.7% 8.5             GEBR5Y Index *Brazil (5Y) 12.27% 16.1 218.9
MXCL Index Chile 2069.0 -8.6% -28.9% -22.7% 14.6           Chile 151.6
MXCO Index Colombia 1049.9 -2.8% -5.6% -6.6% 16.9           COGR9Y   Index *Colombia (9y) 7.54% 26.0 -73.0 -73.0 218.9
MXMX Index Mexico 4947.9 -7.8% -23.6% -9.5% 14.6           GMXN10YR Index Mexico 6.72% 0.0 -24.3 55.5 220.1
MXPE Index Peru 1319.2 -9.1% -27.4% -12.5% 11.1           

MXAT Index Austria 86.3 -4.0% -40.3% -31.0% 7.4             GAGB10YR Index Austria 2.50% -3.0 -101.1 -28.4 182.7
MXBE Index Belgium 41.0 -1.0% -20.6% -21.6% 11.0           GBGB10YR Index Belgium 3.73% 3.2 -24.5 55.1 297.5
MXCZ Index Czech Rep. 285.4 -1.9% -15.4% -15.7% 10.4           CZGB10YR Index Czech Rep. 3.11% 0.3 -79.9 -29.8 161.0
MXDK Index Denmark 2969.6 -1.9% -27.0% -20.3% 12.2           GDGB10YR Index Denmark 1.86% -2.9 -116.4 -54.3 154.5
MXFI Index Finland 62.8 -2.7% -37.2% -30.8% 11.5           GFIN10YR Index Finland 2.18% -1.6 -98.3 -35.2 92.7
MXFR Index France 76.4 -1.9% -27.4% -24.9% 8.6             GFRN10 Index France 2.50% -1.9 -86.4 -16.3 205.3
MXDE Index Germany 73.1 -2.3% -29.3% -20.6% 8.1             GDBR10 Index Germany 1.66% -1.4 -130.3 -62.5 109.8
MXGR Index Greece 17.6 -4.9% -49.9% -56.2% 5.5             GGGB10YR Index Greece 23.71% 14.5 1123.6 1267.4 3535.7
MXHU Index Hungary 821.0 0.5% -32.5% -35.3% 6.9             GHGB10YR Index Hungary 8.12% 8.0 17.0 126.0 544.3
MXIE Index Ireland 18.4 -0.8% -17.3% -11.3% 14.3           GIGB10YR Index Ireland 8.60% 0.2 -46.2 212.7 811.3
MXIT Index Italy 39.6 -1.0% -33.2% -33.1% 7.1             GBTPGR10 Index Italy 5.66% -0.7 84.0 175.8 543.7
MXNL Index Netherlands 59.2 -1.3% -26.0% -22.9% 8.2             GNTH10YR Index Netherlands 2.13% -2.8 -102.6 -37.2 113.0
MXNO Index Norway 1879.1 -2.5% -22.1% -13.1% 8.9             GNOR10YR Index Norway 2.25% -2.8 -147.2 -105.2 53.8
MXPL Index Poland 1424.1 -3.0% -25.2% -19.7% 9.0             POGB10YR Index Poland 6.11% 1.1 5.9 58.9 335.1
MXPT Index Portugal 53.8 -1.7% -20.0% -17.7% 10.5           GSPT10YR Index Portugal 11.75% 4.1 514.6 544.5 1191.5
MXRU Index Russia 665.5 -6.3% -28.6% -14.8% n.a RUGE9Y Index *Russia (9y) 4.99% 47.2 -55.0 -55.0 307.1
MXES Index Spain 85.4 -0.5% -21.7% -28.2% 8.1             GSPG10YR Index Spain 5.24% -5.7 -21.7 111.4 444.1
MXSE Index Sweden 6461.8 -2.5% -27.8% -21.4% 10.3           GSGB10YR Index Sweden 1.66% -2.6 -161.4 -83.6 67.3
MXCH Index Switzerland 677.1 -1.6% -19.8% -17.9% 11.1           GSWISS10 Index Switzerland 0.88% -3.0 -84.0 -52.3
MXGB Index UK 1474.9 -1.4% -15.4% -10.2% 9.5             GUKG10 Index UK 2.31% -0.8 -108.8 -64.4 96.5

MXEG Index Egypt 918.0 -2.3% -37.3% -33.9% 8.2             
MXIL Index Israel 190.1 -3.9% -32.6% -30.3% 8.3             GISR10YR Index Israel 4.75% -3.0 4.0 26.0 214.7
MXJO Index Jordan 236.1 0.1% -14.8% -12.7% n.a
MXMA Index Morocco 386.3 0.1% -10.5% -4.4% 13.5           
MXZA Index South Africa 785.8 -2.1% -5.4% 3.8% 10.9           GSAB10YR Index South Africa 8.38% 9.9 22.5 56.2 238.7

MXAU Index Australia 790.8 -1.5% -18.2% -16.8% 10.8           GACGB10 Index Australia 4.02% -7.0 -153.0 -109.1 98.0
MXCN Index China 49.3 -1.6% -25.9% -24.2% 9.1             GCNY10YR Index China 4.08% -1.0 17.0 73.0 159.2
MXHK Index Hong Kong 8999.8 -0.6% -19.6% -13.5% 13.7           HKGG10Y Index Hong Kong 1.27% -11.4 -159.5 -80.1 97.9
MXID Index Indonesia 4147.1 3.0% -8.8% -5.3% 13.1           GIDN10YR Index Indonesia 7.35% -29.8 -25.7 -45.6 258.8
MXIN Index India 633.6 -1.3% -21.9% -20.1% 12.7           GIND10YR Index India 8.30% 0.0 38.3 35.7
MXJP Index Japan 458.3 -1.8% -18.5% -13.2% 11.9           GJGB10 Index Japan 0.99% -0.5 -14.1 -4.8 140.4
MXKR Index Korea 472.1 -5.9% -19.6% -8.4% 8.2             GVSK10YR Index Korea 3.76% -6.0 -76.0 -54.0 184.8
MXLK Index Sri Lanka 616.0 -1.5% -13.4% -13.3% n.a
MXMY Index Malaysia 497.1 -1.6% -11.3% -7.1% 13.2           MGIY10Y Index Malaysia 3.72% 1.9 -31.8 7.6 166.5
MXNZ Index N. Zealand 87.4 -1.0% 4.3% 5.0% 12.8           GNZGB10 Index N. Zealand 4.24% -9.9 -163.2 -91.3 100.0
MXPH Index Philippines 643.5 -4.6% -12.8% -14.0% 14.1           PDSF10YR Index Philippines 6.75% 47.5 65.0 41.4 226.5
MXPK Index Pakistan 306.3 -1.3% -6.0% 14.3% 5.9             PKIB10YR Index Pakistan 13.20% 1.0 -105.0 -36.0
MXSG Index Singapore 1456.4 -0.2% -17.4% -14.1% n.a MASB10Y Index Singapore 1.57% -6.0 -114.0 -49.0
MXTH Index Thailand 373.3 -3.3% -9.3% -0.6% 10.6           GVTL10YR Index Thailand 3.85% 2.8 12.6 64.1 194.7
MXTR Index Turkey 818604.9 -0.8% -13.3% -13.3% 8.4             TGBY10T0 Index Turkey 9.19% 16.0 76.0 22.0 326.3

LAST 1D Chg YTD YoY 30D 1Y TICKER LAST 1D YTD YoY 30D 1Y
PRICE bps/% bps/% bps/% CHART Z-SCORE PRICE %CHG %CHG %CHG CHART Z-SCORE

$$SWAP10 Curncy 10Y US Swap Spread 18.9 -0.1 10.4 14.7 1.9 ARS Curncy Argentine Peso 4.20 0.3% -5.2% -5.9% 1.9
$$SWAP2 Curncy 2Y US Swap Spread 32.5 0.5 11.0 13.0 2.3 BRL Curncy Brazilian Real 1.91 1.6% -12.8% -9.8% 4.5
USGGBE01 Index 1Y Breakeven Rate 1.1 -7.1 0.3 0.8 -0.7 CAD Curncy Canadian Dollar 1.03 0.4% -3.4% 0.2% 2.1
.2Y10Y Index 2Y10Y Spread 153.1 1.1 -116.9 -60.4 -3.0 CLP Curncy Chilean Peso 521.06 4.2% -10.2% -5.3% 4.7
.10YV3MSP Index 3M10Y 172.4 0.6 -144.9 -67.7 -2.5 COP Curncy Colombian Peso 1910.00 1.9% -0.1% -5.6% 1.5
.TED3M Index 3M Ted Spread 35.8 0.0 17.5 21.9 2.7 MXN Curncy Mexican Peso 14.07 -0.2% -12.3% -10.0% 5.0
.LIBORIOS Index 3M Libor/OIS 27.1 0.2 15.1 17.0 2.8
JPEIPLSP Index EMBI+ Spread 427.8 37.7 179.7 137.5 4.4 GBP Curncy British Pound 1.54 0.6% -1.2% -1.6% -2.2
.AAA10Y Index IG Corp Spread 231.4 -0.8 72.7 34.5 2.0 CZK Curncy Czech Koruna 18.45 0.0% 1.3% 0.1% 1.2
.AAABAA Index IG HY Corp Spread 110.0 0.0 0.0 2.0 -8.0 DKK Curncy Danish Krone 5.53 0.1% 0.6% 1.1% 1.1
MUNSMT10 Index Muni Spread 116.7 2.7 23.3 25.2 3.5 EUR Curncy Euro 1.35 -0.1% 0.5% 1.0% -1.1

HUF Curncy Hungarian Forint 216.09 -0.4% -3.7% -2.6% 2.2
VIX Index CBOE VIX Index 41.4 10.8% 133.0% 73.2% 3.1 NOK Curncy Norwegian Krone 5.86 0.1% -0.7% 1.7% 0.9
SKEW Index CBOE Skew Index 119.4 -0.7% -1.1% -2.0% -0.8 PLN Curncy Polish Zloty 3.35 -0.1% -11.6% -11.0% 4.1

RON Curncy Romanian Leu 3.20 0.1% -0.1% -0.1% 1.3
RUB Curncy Russian Ruble 32.22 0.4% -5.2% -3.8% 2.4

LAST 1D YTD YoY 30D SEK Curncy Swedish Krona 6.92 0.3% -3.1% -0.2% 1.8
PRICE %Chg %Chg %Chg CHART CHF Curncy Swiss Franc 0.91 -0.2% 3.1% 8.7% 0.1

TRY Curncy Turkish Lira 1.84 -0.2% -16.0% -19.2% 2.5
C 1 Comdty Corn 651.8 0.3% 3.6% 30.5% 29.7 UAH Curncy Ukranian Hryvnia 8.00 0.0% -0.7% -0.9% 1.5
KC1 Comdty Coffee 239.9 0.3% -0.3% 32.0% 33.7
SB1 Comdty Sugar 25.4 -1.0% -20.9% 2.9% 40.7 ILS Curncy Israeli Shekel 3.71 -0.2% -5.1% -0.4% 1.7
W 1 Comdty Wheat 643.0 1.5% -19.0% -7.8% 30.8 ZAR Curncy S. African Rand 8.33 -1.6% -20.5% -15.3% 0.0

LA1 Comdty Aluminum 2204.5 -3.9% -10.4% -0.5% 21.3 AUD Curncy Australian Dollar 0.98 0.1% -4.7% 2.8% -1.4
HG1 Comdty Copper 327.0 -6.0% -26.3% -8.8% 36.1 CNY Curncy Chinese Renminbi 6.39 0.0% 3.4% 4.7% -1.7
GC1 Comdty Gold 1719.8 -1.1% 21.0% 32.8% 33.0 HKD Curncy HK Dollar 7.80 0.0% -0.3% -0.5% 1.3
SI1 Comdty Silver 33.8 -7.6% 9.2% 59.2% 58.1 INR Curncy Indian Rupee 49.52 -0.1% -9.7% -7.8% 5.4

IDR Curncy Indonesian Rupiah 8941.00 -0.9% 0.6% 0.2% 0.9
CO1 Comdty Crude (Brent) 105.5 0.0% 11.3% 35.0% 28.7 JPY Curncy Japanese Yen 76.21 0.0% 6.4% 10.7% -2.2
CL1 Comdty Crude (WTI) 80.0 -0.6% -12.5% 6.4% 37.8 SGD Curncy Singapore Dollar 1.30 -0.5% -1.1% 2.3% 1.1
XB1 Comdty Gasoline 256.9 0.3% 4.7% 34.0% 34.2 NZD Curncy N. Zealand Dollar 0.78 -0.3% -0.3% 6.7% -0.2
NG1 Comdty Natural Gas 3.7 1.0% -15.0% -6.9% 30.2 KRW Curncy S. Korean Won 1167.31 -1.1% -3.5% -1.4% 2.2

THB Curncy Thai Baht 30.88 0.3% -2.7% -0.7% 2.1
CRY Index CRB index 307.2 -4.4% -7.7% 9.7% 20.4 TWD Curncy Taiwan Dollar 30.40 0.0% -3.6% 3.8% 1.4
BDIY Index Baltic Dry Index 1884.0 4.0% 6.3% -24.2% 37.6
GI1 COMB Index GS Cmdty Index 606.0 0.0% -4.4% 15.2% 24.3 EURGBP Curncy Euro-Pound 0.9 -0.6% -1.7% -2.6% 0.2
CMCITR  Index UBS-Bloomberg Cmdty 1265.5 -1.5% -7.1% 8.4% 21.0 EURNOK Curncy Euro-NOK 7.9 0.0% -1.2% 0.6% 0.1
DBLCDBAT Index DBIQ Diversified Ag Index 245.5 -3.5% -6.0% 10.5% 17.4 EURCHF Curncy Euro-Swiss Franc 1.2 -0.3% 2.5% 7.5% -0.5
Source: Bloomberg. Updated at 6:30 a.m. ET
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Q: Can we draw a line from what is hap-
pening in Europe to emerging markets? 
A: the worries over europe and a pos-
sible double-dip recession in the U.s. have 
been with us for a couple of months. the 
real break that we are seeing in emerg-
ing markets, especially in the currencies, 
started in september. the brazilian real is 
down 23 percent since the beginning of the 
month and it is down eight percent just in 
the last two days. so something is happen-
ing, at least in emerging markets, much 
more around the last couple of weeks. we 
cannot attribute everything that is happen-
ing just to these global factors.

Q: Most of the emerging markets have 
been outperformed the advanced 
economies. Historically doesn’t it work 
the other way? 
A: one of the reasons that emerging mar-
kets have outperformed is because a lot of 
them are seeing very strong growth driven 
by domestic demand. there was a sense 
that there was a certain level of decoupling 
from the problems in the developed world. 
but i think a lot of investors are really 
questioning the ability of these economies 
to continue to decouple from the problems 
that are coming from the developed world.

Q: We keep hearing people suggesting 
that Greece should follow the Argentine 
path of default.
A: the argentine example is one that 
should not be followed by any country 
because that was a very disorderly default. 
there was a lot of social chaos in argenti-
na. they had to close down the banks. that 
is the model of a disorderly default, where 
things are not planned in advance. you do 
not create buffers between the banking 
system and sovereign debt. if there has 
to be some restructuring of greek debt, 
i think everybody hopes that europe in 
unison can do this in a fairly orderly man-

wealthy. China is going to try to do this be-
ing a lot poorer. we have never seen such 
a large, but still relatively poor economy try 
to make that transition. 

(This interview was edited and condensed.)

ner, especially to protect the rest of the 
european banking system. i think there is 
a growing lack of belief by the market that 
the europeans can actually get this done. 
that said, what did help argentina subse-
quently after the fall was the huge devalu-
ation of their currency. it happened just as 
we had the huge commodity boom driven 
by China around 2002, from 2002 onwards. 
so those two things have explained how 
well growth has done in argentina.

Q: What do you do about food prices? 
The U.N.’s food index is right around 
a record high. A lot of people in some 
emerging markets have to pay a lot 
more for food than we do in terms of 
percentage of their household income.
A: i think these things will work themselves 
out. one of the reasons food prices are 
going higher is exactly because there is 
greater demand coming from emerging 
markets because there is greater income. 
this will put soft commodity prices on a 
very strong trend as far as the eye can see.

Q: How much of that food price strength 
has come from China as the largest 
buyer? And as China’s engineering its 
intended soft landing, how much does 
that affect commodity prices and some 
of South America’s emerging markets?
A: one of the things that they are empha-
sizing is to shift the composition of growth 
from investment and exports into consump-
tion. that may increase their demand for 
food imports, even though it may decrease 
their demand for things like metals. each 
country within latin america specializes 
in one or more of these goods. brazil is an 
interesting case. it is the world’s largest 
exporter of metals, but it is also one of the 
world’s largest exporters of soybeans. and 
a lot of that is going to asia right now.

Q: How easy it is going to be for China 
to be able to make a seamless shift 
towards that domestic consumption?
A: it is going to be a very difficult shift. if 
you look at korea and Japan, every time 
that these asian economies try to shift 
from an export-led growth model to a more 
consumption-led growth model, they have 
faced a lot of problems. it is very hard to 
make that shift just because they set up 
their economies through decades of invest-
ments to be exporting powerhouses. in 
korea and Japan, that transition happened 
when these countries had much higher per 
capita incomes. they were relatively more 

Tony Volpon, nomura head of research, 
speaks with ken Prewitt and guest host Joshua 
rosner about why greece shouldn’t follow argen-
tina’s example in defaulting.
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