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South African Rand 0.54
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in europe, Stop-Gap measures Are Having Less effect
Commentary by Joseph brusuelas, bloomberg eConomistweek AheAd

New Home Sales, Greek Crisis, euro Slumps, Gold
WHAT TO WATCH: ■  U.S. new home sales probably fell in 

august to a 294,000 annual pace, economists forecast, 10 
a.m. Pimco predicts advanced economies will stall over the 
next year as europe slides into recession. Banks are paying 
the most to convert euro payments into dollars in almost three 

years. German Chancellor Angela Merkel and Greek Prime Minister George Papan-
dreou will discuss greek austerity at a dinner in berlin tomorrow. The ECB may debate 
restarting covered bond purchases, a euro-region central bank official said.

ECONOMICS: ■  Chicago Fed National Activity Index, 8:30 a.m. Dallas Fed Manu-
facturing Activity Index, 10:30 a.m. Fed’s Raskin, 9:15 a.m. Fed’s Bullard, 9:30 a.m. 
ECB’s Bini Smaghi, 9:30 a.m. ECB’s Weidmann, 12 p.m. Fed’s Kocherlakota, 3 p.m.

COMPANIES: ■  Boeing hands over the first 787 Dreamliner today after more than three 
years of delays.

GOVERNMENT: ■  U.S. banks would have to change the way they compensate traders 
involved in market-making activities under one of the proposed restrictions of the Volcker 
rule, according to a draft circulating among regulators.

MARKETS: ■  the euro hit a decade low against the yen. Gold slid below $1,600 an 
ounce. the yuan may be fully convertible in five years, said a central bank adviser. an 
australian-based exchange for gold, silver and platinum will start up oct. 24.

First WorD Daybook: 

nadine skoczylas and 
brad skillman

9:15 US Fed’s Raskin Speaks on Monetary Policy
9:30 US Fed’s Bullard Speaks in New York
9:30 EU ECB Announces Bond Purchases
10:30 IS Israel Base Rate Announcement
15:00 US Fed’s Kocherlakota Speaks on Debt Panel
TBA BJ World Islamic Funds, Markets Conference

8:30 US Chicago Fed Nat Activity Index -0.4 -0.06

9:00 MX Trade Balance - -1179M

10:00 US New Home Sales 294K 298K

10:30 US Dallas Fed Manf. Activity -8 -11.4

12:00 FR Total Jobseekers 2900 2756

17:00 SK Consumer Confidence - 99

22:00 CH Industrial Profits YTD YoY - 28.30%

Finance Chiefs’ Patience ebbing as Slump Seen

Banks Splinter on europe Crisis as tension mounts

merkel Says Greece Needs Barrier to Avert Default

Bets on Bernanke return 28% as twist Divides

euro Above Average undermines Calls for Collapse

asset markets are likely to remain volatile 
globally this week and beyond as inves-
tors wait to see whether the euro area will 
be able to come up with a coordinated 
response to its sovereign debt crisis.

Words alone, like the g-20 members’ 
pledge thursday to provide a “strong and 
coordinated response,” no longer appear 
to be enough. investors also appear to be 
increasingly ignoring stop-gap measures 
aimed at giving policy makers more time 
to work out a response to the crisis. the 
european Central bank’s recent announce-
ment of a 90-day liquidity facility for banks 
hasn’t stopped the eu 3-month libor-ois 

spread from widening by 14 basis points, 
a sign that counterparty risk continues to 
grow. german 5-year credit default swaps 
rose 5 basis points in mid-day trading Fri-
day to 111 basis points, a euro-era record, 
and default insurance on French debt has 
risen by 31 basis points in three weeks -- 
signs of an increasing lack of confidence in 
core european economies.

greece no longer appears able to meet 
the requirements of its bailout, which may 
mean that the delivery of the latest, $11 
billion (8 billion euro) tranche of its bailout 
funding expected sometime this week may 
do little to resolve the crisis.

Michael Aronstein of Marketfield Asset 
Management on the ‘band of Clouseaus’ 
who are in charge 
of Europe.

Economics      09.26.11
brief  NEWS, ANAlYSIS & CoMMENTARY
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Friday: personal income and spending data will likely show that 
u.s. households remain stressed due to a poor job market and 
sagging salaries and wages. a bloomberg consensus estimate puts 
income up 0.1 percent and spending, 0.2 percent in august.

Friday: the Chicago pmi, which is sensitive to changes in auto 
production, will be another indication of how manufacturing is doing. 
it may slow on declining new orders. the consensus estimate is 
55.5, down from 56.5 last month.

Tuesday: the Case-shiller index will likely show continued weak 
demand for housing. mortgage purchase applications have slowed 
and cash purchases of existing homes appears to have peaked at 
29 percent, indicating even discounted homes are less attractive.

Monday: investors will likely focus on the Chicago Fed national 
activity index for an indication of the current quarter’s growth 
prospects. industrial production has accounted for about half of u.s. 
growth in the recovery. the bloomberg consensus estimate is -0.40.

the bloomberg Financial Conditions plus index, an indicator of 
risk appetite in u.s. markets, shows how concerns about europe’s 
debt have unnerved investors. the index moved almost 2 standard 
deviations on thursday, when the s&p 500 fell three percent. 

steps to prevent a near term default by greece may not be enough 
to calm down markets, with investors increasingly indicating they 
see a need for additional action to shore up the national balance 
sheets of italy, spain and perhaps France.

big picture
continued from page 1 

Joseph brusuelas

signs that national governments are making progress 
on approving an expanded role for the $604 billion 
european Financial stability Facility may provide 
temporary relief to markets without offering a long-term 
solution. additional steps that were reportedly being 
considered on Friday, such as speeding up the setup 

of a permanent rescue fund that would include provi-
sions for cost sharing with bond holders who agree to 
haircuts on sovereign debt, may also help. 

or, they may be interpreted by investors as additional 
delays on the way to some form of fiscal union that will 
likely be necessary to preserve european monetary union.
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europe

an index of  ■ German business 
confidence fell for a third straight 
month to 107.5 in september from 
108.7 in august, ifo said. that com-
pares with the median forecast of 41 
economists for a reading of 106.5 in 
a bloomberg news survey.

an index of  ■ Italian consumer 
confidence dropped to 98.5 in sep-
tember, the lowest since July 2008, 

from 100.3 in august.

an index of  ■ Dutch producer 
confidence improved to minus 0.5 
in september from minus 3.3 in 
august.

Sweden’s trade surplus ■  nar-
rowed to 5.3 billion kronor in august 
from 9.6 billion kronor in July.

an index of  ■ Hungary’s economic 
sentiment fell to minus 20.9 in sep-

tember from minus 18.9 in august, 
gki said. the business confidence 
index dropped to minus 11.7 from 
minus 11.3, while the consumer 
confidence index declined to minus 
47.2 from minus 40.7.

an index of  ■ Czech consumer 
and business confidence fell to 1.3 
in september from 3.7 in august.

AsiA
 ■ Singapore’s industrial output 

jumped 21.7 percent in august from 
a year earlier after a 7.6 percent 
increase in July. From the previous 
month, production rose 3.9 percent.

New Zealand ■  had a trade deficit 
of nZ$641 million in august, com-
pared with a nZ$111 million surplus 
in July. Imports rose 15 percent 
in august from a year earlier to 
nZ$4.08 billion and exports climbed 
10 percent to nZ$3.44 billion.

the  ■ Philippine central bank will 
probably refrain from changing inter-
est rates for the rest of 2011 even 
as government spending may boost 
economic growth in the second half, 
governor Amando Tetangco said in 
an interview on sept. 24.

U.S. Policy `Disarray’
pakistan’s prime minister 

Yousuf Raza Gilani said u.s. 
policy on afghanistan shows “con-
fusion and policy disarray” and the 
nations need to coordinate action 
to combat terrorism. recent at-
tacks in the afghan capital, kabul, 
including on the u.s. embassy 
were “disquieting” and pakistan 
condemns such incidents, gilani 
said in a Foreign ministry state-
ment. “there is concern over the 
deterioration of the security situ-
ation in afghanistan,” gilani said. 
“there is the need for close policy 
coordination” between the u.s., 
afghanistan and pakistan.

Labour’s Bank-Sale Plan
Ed Balls, treasury spokesman 

for the u.k. labour party, will say 
today that proceeds from selling 
off state-owned banks should be 
used to reduce the national debt 
rather than in giveaways to voters. 
the government took stakes of 41 
percent of lloyds banking group 
and 83 percent of royal bank of 
scotland in late 2008 and early 
2009. “even as bank shares are 
falling again, David Cameron and 
Nick Clegg are still betting on a 
windfall gain from privatizing rbs 
and lloyds to pay for a pre-elec-
tion giveaway,” balls will tell his 
party’s annual conference.

Saudi Women Given Vote
saudi arabia granted women the 

right to vote for the first time in its 
modern history as part of changes 
King Abdullah  said will let them 
run in future municipal elections. 
“We refuse to marginalize the 
role of women in saudi society 
in every field of work,” abdullah 
said yesterday. “Women have the 
right to submit their candidacy for 
municipal council membership 
and have the right to take part in 
submitting candidates in accor-
dance with shariah.” saudi arabia 
enforces gender restrictions inter-
preted from the Wahhabi version 
of sunni islam.
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FACE OFFmArKet CALLS
by bloomberg neWs

Fedex Shipments Show economic Slowdown        richard yamarone, Bloomberg Economist

Mohamed El-Erian, chief executive officer 
of pimco, expects little-to-no economic 
growth in industrial nations in the coming 
12 months as europe’s economy shrinks 
by 1 percent to 2 percent and the u.s. 
stagnates. economies in emerging markets 
will grow 4.5 percent to 5 percent, while 
Japan will expand 1.5 percent, and that will 
leave worldwide expansion at about 2.5 
percent, he said.

Lim Say Boon, chief investment officer 
at Dbs group, said investors should be 
“overweight” in bonds and boost their cash 
holdings as gains in equities won’t be 
sustainable amid the weakness in global 
economies, even if there is a rebound in 
the near term.

ifo president Hans-Werner Sinn said he 
doesn’t foresee a recession in germany, 

while seeing a 50 percent probability for a 
recession in the u.s.

Sonia Song, head of asia oil and gas 
research at hsbC, said saudi arabia may 
cut output because the government needs 
higher prices to fund its budget. hsbC 
said on sept. 15 that brent will average 
$90 in 2012 on ample crude supplies and 
a shrinking risk premium as unrest in the 
middle east and north africa diminishes.

Jpmorgan Chase analyst David Butler ex-
pects metals and mining equities to fall “for 

a while,” with a 10 to 15 percent “downside 
risk to the sector.

UBS said it cannot rule out a move back 
towards $20 an ounce for silver.

Zhongcai Futures analyst Zhao Cheng 
said natural-rubber futures traded on the 
shanghai Futures exchange in China may 
extend a two-week drop. initial support 
is seen at 27,000 yuan to 26,000 yuan a 
ton. a decline below that level may signal 
further weakness ahead and prices may 
fall to 21,000 yuan, Zhao said.

Fedex’s results offer good and bad 
news. the shipping giant has reduced its 
economic assessment, while also con-
cluding that a recession is not in the cards.

Fedex’s results bear watching, as the 
trends in its business — indicators like 
containerboard production, truck ship-
ments, and outgoing loaded shipping con-
tainers — are often overall indicators of 
the direction of the economy. parcel ship-
ments are closely correlated with changes 
in the annualized growth rate of gDp.

During Fedex’s fiscal first quarter, 
average total u.s. express package 
shipments contracted 3 percent year-
over-year. 

Fedex still expects gDp to increase 
1.8 percent in calendar year 2011 and 
2.5 percent in 2012. 

Chief executive Fred smith said, 
“While there’s been considerable specu-
lation that the economy has or will soon 
enter a recession, this is not our view at 
present. We expect sluggish economic 
growth will continue, largely due to a 

global economic growth affected volume 
and operating performance at Fedex 
express in the first quarter.”

lack of confidence that u.s. and europe-
an policy makers will effectively address 
current economic challenges. slowing 

Parsec Financial Management fore-
casts a 3.8 percent growth rate for the 
u.s. in the first quarter of 2011. 

ING Financial Markets predicts a 0.4 
percent rate of growth. the median 
forecast is 2.1 percent, according to a 
bloomberg survey. 
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euro-Area Leaders mulling three-Point Crisis Plan Delay Action until Cannes

european policy makers attending 
the g-20/imF meetings in Wash-
ington appear to have delayed any 
substantive measures to solve the 
sovereign debt crisis until a summit 
in Cannes on nov. 4.

Whether they agree on a multi-
trillion euro package in the mediter-
ranean resort or not, they may end 
up being too late to play their part in 
averting another global recession.

the idea of euro-area bonds looks 
unlikely to materialize anytime soon, 
so a three-part plan is needed. this 
would involve a recapitalization of 
european banks, swelling the size 
of the european Financial stability 

Facility and organizing an orderly 
default by greece while keeping it in 
the euro area. 

banks need to be protected 
against a greek default. recapi-
talization will assuredly cost many 
times the 2.5 billion euros de-
manded by regulators following the 
european bank stress tests in July. 
French banks have loaned more 
than 40 billion euros to their greek 
counterparts and german banks are 
exposed to the tune of more than 10 
billion euros, according to the bank 
for international settlements. banks 
would need  to be recapitalized by 
their own governments or through 

the european Financial stability 
Facility. the idea is that the newly 
recapitalized banks would start lend-
ing again and provide a critical boost 
to the economy. 

the previously proposed 440 
billion-euro lending capacity of the 
eFsF has been insufficient to sus-
tain investor confidence.the irish, 
portuguese and greek bailouts 
already account for more than half 
that total. something in the region of 
2.6 trillion euros would be required 
to restore confidence. that amount 
would cover the gross financing 
needs of italy, spain, France and 
belgium until 2014.

the money may be leveraged 
through the european Central bank, 
avoiding the need for endorsement 
by each individual parliament in 
the euro area, though there may be 
regulatory difficulties as the founding 
treaty forbids the bank from financ-
ing states directly. 

if those measures are achieved, 
greece may default on about 350 
billion euros of sovereign debt 
while remaining in the euro-area. 
the government’s private creditors 
would bear the lion’s share of the 
increased costs, with a 50 percent 
writedown looking increasingly likely.

the final planks of a rescue pack-
age for the region would be an ac-
celeration of the establishment of a 
permanent bailout fund, bringing the 
date forward to 2012 from 2013. 

the eCb may also cut interest 
rates by as much as 50 basis points 
in the months ahead and may agree 
to provide unlimited liquidity.

such a package may be enough 
to dispel investor gloom, staunch 
any sovereign-debt contagion and 
provide an overdue boost to the 
euro-region economy, which cur-
rently appears to be heading back 
into a recession. 

the question is whether november 
is early enough to prevent further 
markets routs and loss of confidence. 

the package may not be too little 
but it may be too late.
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non-commercial accounts fled the volatile com-
modity markets during the latest reporting period as 
risk appetite declined. they sold 8,574 contracts on 
crude oil and 35,098 contracts on natural gas. the 
net long oil position of 264,325 contracts is 0.7 stan-
dard deviation below its one-year average. the net 
short position of 70,105 contracts on natural gas is 
1.3 standard deviations below its one-year average.

speculators sold 21,696 contracts on gold, which 
tends to trade inversely with the u.s. dollar. the net 
long position of 203,032 contracts is one standard 
deviation below its one-year average.

Energy ProductsGold

implementation of the Federal reserve’s “operation 
twist” has probably already led to portfolio shifts 
since the end of the reporting period, when non-
commercial accounts were short 100,814 contracts 
on the 10-year note and short 27,622 contracts on 
the 20-year note and long 73,989 contracts on two-
year notes and long 291,769 contracts on five-year 
notes.  the central bank will now buy those long-
dated securities and sell the short-dated ones.

speculators abandoned european currencies in 
favor of the u.s. dollar. they sold 23,622 contracts on 
the euro and 33,304 contracts on the british pound. 
those net short positions, 75,885 contracts and 
59,097 contracts, are 2.9 and 3.2 standard deviations 
respectively below their one-year averages. specu-
lators purchased 25,964 contracts on the dollar, 
bringing the net long position to 19,732 contracts, 3 
standard deviations above the one-year average.

U.S. Treasury SecuritiesCurrencies

COmmitmeNtS OF trADerS DaViD poWell, bloomberg eConomist

speculators fled european currencies for the safety of the u.s. dollar in the week ended 
sept. 20, according to data from the Commodity Futures trading Commission. as risk ap-
petite declined, they also bought short-dated treasuries and sold commodities.
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Debt Sources
THE IMF says that low interest rates in the u.s. and Japan partly reflect structural factors, 
including a substantial share of domestic debt holdings. in Japan, around 95 percent of public 
debt is held domestically, while in the u.s. it is 70 percent for the general government. “this is 
significant because private nonresidents may be more willing to shift their investments out of a 
country than are domestic investors,” the imF writes in its recent fiscal monitor. in greece, the 
figure held by nonresidents, including the eCb, is 65 percent. see the full report at http://www.
imf.org/external/pubs/ft/fm/2011/02/pdf/fm1102.pdf FISCAL MONITOR—ADDRESSING FISCAL CHALLENGES TO REDUCE ECONOMIC RISKS

12 International Monetary Fund   September 2011
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Note: Data as of 2011:Q2 for Greece, Ireland, and the United States, 2011:Q1 for Japan and the United Kingdom, 

and 2010:Q4 for Portugal.

1Includes marketable and nonmarketable debt.

2Holdings by general government institutions.

3For the United States, refers to depository institutions; for Greece, Portugal, and the United Kingdom, refers to 

monetary financial institutions excluding the central bank; for  Ireland, refers to monetary financial institutions 

and national central bank; and for Japan, includes depository institutions, securities investment trusts, and securities 

companies and excludes Japan Post Bank.

4Includes Government Account Series securities held by government trust funds, revolving funds, and special 

funds, and Federal Financing Bank securities. 

5Includes bonds, T-bills, and other short-term notes.

6Includes Fiscal Investment and Loan Program (FILP) bonds and does not include T-bills.

7Includes Japan Post Insurance and excludes public pensions.

8Includes public pensions.

 09.26.11 bloomberg brief  |  economics  7

 1 2 3 4 5 6 7 8 9 10 



NewS OF NOte

mortgage Bonds Show Limits to Fed’s rate twist
proceeds and use cash raised 
from state-asset sales to see them 
through the final three months of the 
year, strategists at barclays Capital 
and ubs ag said.

italy has 27 percent of its planned 
226 billion-euro 2011 bond issuance 
outstanding, while spain has 30 
percent of an estimated 93.8 billion 
euros still to auction, according to 
Credit suisse. 

the average of the eight euro-
region issuers tracked by the bank is 
22 percent. aaa-rated Finland and 
germany have 28 percent and 27 
percent remaining.

belgium and France are best 
placed, according to the bank’s 
calculations, with 12 percent and 9 
percent left, respectively.

— Emma Charlton

the bond market is signaling inter-
est rates on new u.s. home loans 
may struggle to fall further after 
reaching record lows in response 
to the Federal reserve’s decision 
to buy more government-backed 
mortgage debt.

investors pulled back from the 
securities after the Fed’s statement 
sparked a rally that reduced yields 
on the types of debt it will likely buy 
to the lowest ever relative to some 
benchmarks, according to Pacific 
Investment Management Co. and 
RBC Capital Markets. loan rates 
also rose at the end of last week 
as u.s. treasury yields climbed on 
speculation group of 20 leaders 
would contain europe’s debt crisis.

rates for typical 30-year home 
loans conforming to Fannie mae and 
Freddie mac guidelines fell to an all-
time low of 4.01 percent on sept. 22, 
the day after the Fed said it would 
reinvest proceeds from past pur-
chases of housing debt into agency 
mortgage securities, according to 
data firm HSH Associates. rates, 
which have declined from this year’s 
high of 5.17 percent on Feb. 10, rose 
to 4.07 percent sept. 23.

the difference between yields on 
a bloomberg index for Fannie mae 
current-coupon 30-year fixed-rate 
securities and 10-year treasuries 
shrank 14 basis points on sept. 21, 
the most since march 2009, to 106 
basis points before widening to 110 
at the end of last week.

option-adjusted spreads versus 
interest-rate swaps fell on sept. 
22 to negative 14 basis points for 
Fannie mae’s 4 percent securi-
ties, according to bloomberg data. 
that was within 5 basis points of a 
record based on bloomberg’s oas 
model, which reflects yields across 
the benchmark curve and adjusts 
for unknown prepayment speeds. 

those bonds, along with the firm’s 
3.5 percent securities, may see the 
most Fed buying because they’re 
among actively traded debt priced 
closest to face value.

— Jody Shenn

Tumbling Bonds Make 
Sales Harder for Italy, Spain

spain and italy face a tricky final 
quarter among the euro nations with 
most bonds left to sell as they try to 
lure investors amid falling prices.

the eCb began purchasing 
securities of the region’s third- and 
fourth-largest economies on aug. 8 
after borrowing costs rose to euro-
era records. still, italy and spain 
may have to trim supply, count on 
investors to reinvest maturing-bond 

Speculation and biofuels are the primary reason food prices 
have risen in the past seven years, according to a paper from 
researchers at the new england Complex systems institute. “until a 
more complete understanding is available, policymakers concerned 
with the global food supply should restore traditional regulations, 
including the Commodity exchange act,” they write. 
http://arxiv.org/PS_cache/arxiv/pdf/1109/1109.4859v1.pdf

At the London Review of Books’ blog, James meeks writes about 
the need to bail out French banks. “the royal bank of scotland 
owns the same kind of greek bonds as bnp, and yet bnp claims 
its greek bonds are somehow worth one and a half times more,” he 
writes. “they can’t both be right.”
http://www.lrb.co.uk/blog/2011/09/22/james-meek/where-would-the-money-
come-from/

Being relaxed inclines us to spend more money, writes Jonah 
lehrer at wired.com. that means that Vegas for decades “sub-
scribed to the wrong model of design. they assumed that the way 
to get people to take outlandish risks was to trap them inside the 
building, to make it too difficult to leave. but that was almost cer-
tainly a big mistake.”
http://www.wired.co.uk/news/archive/2011-09/22/being-relaxed

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 1442.1 -0.8% -15.7% -7.7% 12.3            GCAN10YR Index Canada 2.08% 5.3 -104.7 -75.9
MXUS Index U.S. 1086.7 0.6% -9.5% -0.6% 11.4            USGG10YR Index US 1.82% -1.0 -147.1 -78.2 55.2

MXAR Index Argentina 2226.0 1.0% -37.7% -22.1% 7.5               Argentina 1035.9
MXBR Index Brazil 2603.0 -0.9% -30.8% -26.3% 8.5               GEBR5Y Index *Brazil (5Y) 11.85% -42.0 203.8
MXCL Index Chile 2047.6 -1.0% -29.6% -24.2% 14.6            Chile 144.3
MXCO Index Colombia 1032.6 -1.7% -7.2% -8.2% 16.9            COGR9Y   Index *Colombia (9y) 7.61% 7.0 -66.0 -66.0 203.2
MXMX Index Mexico 5013.3 1.3% -22.6% -9.6% 14.6            GMXN10YR Index Mexico 6.73% 1.3 -23.0 56.8 208.1
MXPE Index Peru 1269.8 -3.7% -30.1% -16.4% 11.1            

MXAT Index Austria 91.8 3.1% -36.5% -27.9% 7.4               GAGB10YR Index Austria 2.62% 4.0 -88.7 -20.4 183.9
MXBE Index Belgium 42.5 1.2% -17.6% -19.7% 11.0            GBGB10YR Index Belgium 3.80% 3.4 -17.4 55.2 297.9
MXCZ Index Czech Rep. 292.5 3.5% -13.3% -13.8% 10.4            CZGB10YR Index Czech Rep. 3.16% 4.9 -74.9 -26.1 178.3
MXDK Index Denmark 3066.8 1.5% -24.6% -18.3% 12.2            GDGB10YR Index Denmark 1.99% 4.7 -103.1 -46.3 160.5
MXFI Index Finland 64.9 1.6% -35.2% -29.6% 11.5            GFIN10YR Index Finland 2.28% 3.1 -87.7 -29.3 92.3
MXFR Index France 80.1 2.0% -23.8% -22.7% 8.6               GFRN10 Index France 2.58% 2.2 -78.1 -12.0 199.8
MXDE Index Germany 76.8 2.1% -25.7% -18.1% 8.1               GDBR10 Index Germany 1.79% 4.3 -117.3 -55.2 110.0
MXGR Index Greece 17.3 -0.6% -50.6% -57.2% 5.5               GGGB10YR Index Greece 23.99% 35.4 1151.3 1293.8 3535.7
MXHU Index Hungary 812.6 1.6% -33.2% -36.4% 6.9               GHGB10YR Index Hungary 8.32% 20.0 37.0 139.0 543.9
MXIE Index Ireland 19.2 2.7% -13.5% -7.1% 14.3            GIGB10YR Index Ireland 8.53% -21.8 -53.1 205.7 810.0
MXIT Index Italy 41.7 2.9% -29.7% -30.7% 7.1               GBTPGR10 Index Italy 5.66% 3.2 84.6 173.6 520.6
MXNL Index Netherlands 61.6 2.2% -23.0% -21.1% 8.2               GNTH10YR Index Netherlands 2.23% 2.9 -92.5 -31.7 113.1
MXNO Index Norway 1909.2 0.1% -20.9% -12.2% 8.9               GNOR10YR Index Norway 2.31% 5.6 -141.4 -99.5 53.9
MXPL Index Poland 1474.2 1.3% -22.6% -18.3% 9.0               POGB10YR Index Poland 6.03% 0.0 -2.2 50.2 316.3
MXPT Index Portugal 54.3 0.3% -19.2% -17.8% 10.5            GSPT10YR Index Portugal 11.96% 14.5 535.7 556.7 1206.2
MXRU Index Russia 687.8 0.8% -26.2% -12.9% n.a RUGE9Y Index *Russia (9y) 2.33% -266.0 -321.0 -321.0 321.7
MXES Index Spain 90.6 3.0% -16.9% -25.5% 8.1               GSPG10YR Index Spain 5.18% -2.6 -27.3 103.2 409.2
MXSE Index Sweden 6689.6 1.2% -25.3% -20.3% 10.3            GSGB10YR Index Sweden 1.68% 0.1 -159.0 -83.9 68.8
MXCH Index Switzerland 704.4 2.2% -16.6% -15.3% 11.1            GSWISS10 Index Switzerland 0.91% -0.8 -80.2 -52.5
MXGB Index UK 1511.5 0.6% -13.3% -8.9% 9.5               GUKG10 Index UK 2.40% 3.0 -100.1 -64.7 97.8

MXEG Index Egypt 916.7 -0.1% -37.4% -34.0% 8.2               
MXIL Index Israel 190.4 -0.5% -32.4% -30.6% 8.3               GISR10YR Index Israel 4.75% -3.0 4.0 26.0 223.2
MXJO Index Jordan 235.0 -0.4% -15.2% -13.1% n.a
MXMA Index Morocco 385.1 -0.6% -10.8% -5.5% 13.5            
MXZA Index South Africa 786.4 0.1% -5.3% 3.9% 10.9            GSAB10YR Index South Africa 8.29% -13.0 13.0 46.6 233.7

MXAU Index Australia 784.9 -0.7% -18.8% -16.8% 10.8            GACGB10 Index Australia 4.01% -0.1 -153.1 -103.7 92.2
MXCN Index China 47.8 -3.0% -28.2% -26.7% 9.1               GCNY10YR Index China 3.91% -17.0 0.0 56.0 129.7
MXHK Index Hong Kong 8791.3 -2.3% -21.4% -16.0% 13.7            HKGG10Y Index Hong Kong 1.27% -11.4 -159.5 -80.1 99.8
MXID Index Indonesia 4026.6 -2.9% -11.4% -9.9% 13.1            GIDN10YR Index Indonesia 7.23% -12.7 -37.4 -51.8 259.7
MXIN Index India 627.9 -0.9% -22.6% -21.5% 12.7            GIND10YR Index India 8.30% 0.1 38.4 35.8
MXJP Index Japan 448.8 -2.1% -20.2% -15.0% 11.9            GJGB10 Index Japan 0.98% -0.6 -14.7 -2.6 146.3
MXKR Index Korea 463.8 -1.8% -21.0% -10.5% 8.2               GVSK10YR Index Korea 3.84% 8.0 -68.0 -41.0 192.2
MXLK Index Sri Lanka 615.4 -0.1% -13.5% -14.4% n.a
MXMY Index Malaysia 485.0 -2.4% -13.5% -9.0% 13.2            MGIY10Y Index Malaysia 3.72% 1.5 -31.7 9.5 174.2
MXNZ Index N. Zealand 85.9 -1.7% 2.5% 4.4% 12.8            GNZGB10 Index N. Zealand 4.21% -2.5 -165.7 -91.4 101.8
MXPH Index Philippines 617.5 -4.0% -16.4% -18.0% 14.1            PDSF10YR Index Philippines 6.63% -12.3 52.7 38.7 226.5
MXPK Index Pakistan 296.6 -3.2% -8.9% 10.0% 5.9               PKIB10YR Index Pakistan 13.18% -2.0 -107.0 -42.0
MXSG Index Singapore 1430.8 -1.8% -18.8% -16.0% n.a MASB10Y Index Singapore 1.51% -6.0 -120.0 -49.0
MXTH Index Thailand 353.6 -5.3% -14.0% -6.0% 10.6            GVTL10YR Index Thailand 3.85% 2.8 12.6 64.1 201.3
MXTR Index Turkey 811853.6 1.3% -14.1% -13.9% 8.4               TGBY10T0 Index Turkey 9.56% 37.0 113.0 60.0 331.3

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

$$SWAP10 Curncy 10Y US Swap Spread 17.9 -0.6 9.4 14.6 1.6 ARS Curncy Argentine Peso 4.20 0.1% -5.4% -6.0% 1.9
$$SWAP2 Curncy 2Y US Swap Spread 29.6 -0.4 8.1 10.5 1.6 BRL Curncy Brazilian Real 1.83 -3.8% -9.4% -6.0% 3.2
USGGBE01 Index 1Y Breakeven Rate 1.0 -3.9 0.3 0.8 -0.8 CAD Curncy Canadian Dollar 1.03 0.2% -3.1% -0.1% 2.1
.2Y10Y Index 2Y10Y Spread 161.3 -0.4 -108.7 -55.2 -2.7 CLP Curncy Chilean Peso 517.36 -0.7% -9.5% -5.5% 4.2
.10YV3MSP Index 3M10Y 182.9 -0.9 -134.5 -63.6 -2.3 COP Curncy Colombian Peso 1903.94 -0.3% 0.2% -4.9% 1.3
.TED3M Index 3M Ted Spread 36.5 0.0 18.2 21.6 2.8 MXN Curncy Mexican Peso 13.55 -0.1% -8.9% -7.2% 3.6
.LIBORIOS Index 3M Libor/OIS 27.2 0.1 15.2 17.6 2.8
JPEIPLSP Index EMBI+ Spread 432.0 4.3 184.0 140.6 4.3 GBP Curncy British Pound 1.55 0.2% -0.8% -2.2% -2.0
.AAA10Y Index IG Corp Spread 201.6 0.9 43.0 2.1 0.6 CZK Curncy Czech Koruna 18.40 0.7% 1.6% -0.6% 1.2
.AAABAA Index IG HY Corp Spread 120.0 0.0 10.0 13.0 -7.9 DKK Curncy Danish Krone 5.53 0.4% 0.7% 0.1% 1.1
MUNSMT10 Index Muni Spread 109.5 -7.4 16.1 18.0 2.4 EUR Curncy Euro 1.35 -0.3% 0.5% 0.0% -1.1

HUF Curncy Hungarian Forint 215.89 0.6% -3.6% -4.5% 2.1
VIX Index CBOE VIX Index 41.3 -0.2% 132.4% 90.0% 3.0 NOK Curncy Norwegian Krone 5.83 -0.3% -0.2% 1.2% 0.8
SKEW Index CBOE Skew Index 118.2 -0.9% -2.1% -2.7% -1.0 PLN Curncy Polish Zloty 3.28 1.3% -9.8% -10.4% 3.5

RON Curncy Romanian Leu 3.20 0.4% 0.0% -1.2% 1.2
RUB Curncy Russian Ruble 32.44 1.1% -5.9% -5.9% 2.6

LAST 1D YTD YoY 30D SEK Curncy Swedish Krona 6.87 -0.9% -2.4% -0.3% 1.6
PRICE %Chg %Chg %Chg CHART CHF Curncy Swiss Franc 0.91 0.3% 3.0% 8.5% 0.1

TRY Curncy Turkish Lira 1.85 0.9% -16.7% -20.6% 2.6
C 1 Comdty Corn 643.3 0.7% 2.3% 23.3% 30.0 UAH Curncy Ukranian Hryvnia 8.00 0.0% -0.7% -0.8% 1.3
KC1 Comdty Coffee 233.6 0.9% -2.9% 29.3% 34.6
SB1 Comdty Sugar 25.6 3.1% -20.3% 0.7% 42.8 ILS Curncy Israeli Shekel 3.74 1.0% -5.8% -1.8% 2.0
W 1 Comdty Wheat 642.5 0.3% -19.1% -10.8% 30.2 ZAR Curncy S. African Rand 8.13 0.1% -18.5% -13.7% 0.0

LA1 Comdty Aluminum 2182.8 -1.0% -11.2% -3.9% 21.4 AUD Curncy Australian Dollar 0.98 -0.3% -4.7% 1.5% -1.4
HG1 Comdty Copper 318.0 -2.8% -28.4% -12.0% 36.4 CNY Curncy Chinese Renminbi 6.40 0.2% 3.2% 4.5% -1.5
GC1 Comdty Gold 1611.0 -1.6% 13.3% 24.3% 37.5 HKD Curncy HK Dollar 7.80 -0.1% -0.3% -0.5% 1.3
SI1 Comdty Silver 28.8 -4.3% -6.9% 34.5% 79.2 INR Curncy Indian Rupee 49.69 0.5% -10.0% -9.4% 5.3

IDR Curncy Indonesian Rupiah 9130.00 2.1% -1.5% -2.0% 1.8
CO1 Comdty Crude (Brent) 103.9 -0.1% 9.7% 31.7% 28.9 JPY Curncy Japanese Yen 76.38 -0.3% 6.2% 10.4% -2.1
CL1 Comdty Crude (WTI) 79.3 -0.8% -13.3% 3.6% 36.6 SGD Curncy Singapore Dollar 1.30 0.5% -1.6% 1.3% 1.2
XB1 Comdty Gasoline 256.5 0.4% 4.6% 31.7% 33.5 NZD Curncy N. Zealand Dollar 0.77 -0.2% -0.7% 5.5% -0.3
NG1 Comdty Natural Gas 3.7 0.0% -16.0% -4.6% 29.9 KRW Curncy S. Korean Won 1192.85 2.2% -5.6% -3.7% 3.1

THB Curncy Thai Baht 31.13 0.7% -3.4% -1.9% 2.8
CRY Index CRB index 301.9 0.0% -9.3% 6.4% 20.6 TWD Curncy Taiwan Dollar 30.59 0.6% -4.2% 2.6% 1.8
BDIY Index Baltic Dry Index 1920.0 1.9% 8.3% -22.0% 37.6
GI1 COMB Index GS Cmdty Index 598.2 -0.1% -5.7% 11.9% 23.5 EURGBP Curncy Euro-Pound 0.9 -0.6% -1.3% -2.1% 0.0
CMCITR  Index UBS-Bloomberg Cmdty 1252.1 -0.6% -8.1% 5.9% 21.1 EURNOK Curncy Euro-NOK 7.8 -0.6% -0.7% 1.2% -0.2
DBLCDBAT Index DBIQ Diversified Ag Index 243.2 -0.9% -6.9% 9.7% 17.3 EURCHF Curncy Euro-Swiss Franc 1.2 0.0% 2.4% 8.5% -0.5
Source: Bloomberg. Updated at 6:30 a.m. ET
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Q: So we got the announcement from 
the Federal Reserve, and the DJIA 
promptly lost more than 600 points.
A: people have been looking for excuses 
to respond to what is a pretty serious dete-
rioration in worldwide activity, and particu-
larly acute outside the u.s. where the bulk 
of the enthusiasm and the flows have been 
directed over the past two years, particu-
larly into non-u.s. equities. 

Q: As an American investor, why should 
I care what is going on in Greece and 
Spain and Italy?

A: in the past two years you have had 
about almost $600 billion of outward bound 
equity money leave the u.s. and enter all 
corners of the world where it is right now, 
in my opinion, trapped and kind of subject 
to some real fundamental forces. and you 
are seeing that, with some days much, 
much worse in the developing markets 
than in non-u.s. equities.

Q: Are commodities markets predicting 
a recession and are they right?
A: the commodities market is a part of 
the whole mindset that has to do with the 
rest of the world, the grass being greener 
in the other pastures. they are related to 
the enthusiasm that the people have had 
about China and brazil, etc. people that 
own equities in the developing world also 
have commodity exposure, gold exposure. 
it is part of the same general hypothesis, 
a hypothesis that i think is being proven 
incorrect right now.

Q: Risk aversion. We had Carl Lantz 
of Credit Suisse in here talking about 
three and five-eights percent mortgage 
money. And yet you cannot get it.
A: yes, and that is one of the difficulties 
right now. it would be a good time for the 
banks and the system to begin providing 

policy, or a band of Clouseaus. and you are 
seeing it in the relative decay, both finan-
cially and from an economic standpoint, 
that is taking place in europe.

(This interview was edited and condensed.)

more mortgage capital, but the regula-
tory apparatus is fighting the last war. We 
are not going to have another wild spree 
of irrational bank access in the mortgage 
market for 30 years, but regulators are 
concerned with only that and meanwhile 
they have sort of forced the global banking 
system to own european sovereigns.

Q: Are there opportunity in financials, 
or have they become non-dividend 
paying utilities?
A: that is a good way to characterize it. 
they are kind of a classic value trap. they 
are businesses that have kind of past the 
heyday. they remind me maybe of the rail-
roads in the ‘50s or the steel industry in the 
‘60s, which had traditionally occupied really 
high esteem in people’s minds, but forces 
of global economics were turning against 
them. the integrated financials have these 
enormous fixed cost structures now that 
they are going to have to work out over the 
years, and they have a regulatory oppres-
sion that is not going to go away.

Q: What does that mean? Are they all 
going to go back to the old days?
A: it is a long road back to a traditional 
form where you don’t become a media su-
perstar. you look at the cover of the popular 
magazines over the last three or four years, 
whether it is ads for $20 million homes or 
private jets or just life style publications, 
and it features people who are in finance 
almost exclusively. the pendulum is shift-
ing back to industry as a source of wealth 
generation. leveraged finance is an aspect 
of the last cycle that probably isn’t going to 
come back for a long, long time.

Q: You pointed out a headline in the 
Wall Street Journal, “Worldwide Distress 
Rises as Investors See Futility of Gov-
ernments and Central Banks.”
A: that says it all.

Q: What is the alternative?
A: Well, it would be nice if they were less 
futile. most of the time, it doesn’t matter. it 
is sort of like an airplane. in calm weather 
the autopilot can handle it, and almost 
anybody can be sitting in the cockpit. one 
or two percent of the time, when you get 
into an emergency situation, it really mat-
ters who is there behind the controls. and it 
is the same in government. unfortunately, 
particularly in europe at a time where 
it matters, you seem to have inspector 
Clouseau running both fiscal and monetary 

Michael Aronstein, president of marketfield 
asset management, talks with tom keene and 
ken prewitt about the ‘band of Clouseaus’ who are 
running europe.
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