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Economic & Market Trends

Economic & Market Trends Pg 01-02 Risky asset markets continue to struggle at resistances. Global equities
Economic & Market Calendar Pg 03 continue to struggle at technical resistances, caught between generally
3-12 month Markets Outlook Pg 04 upbeat economic data, confirming continuing economic recovery, and

overbought conditions. (Chart 1) Given flush liquidity conditions and sharp
inventory restocking, the rally in risky asset markets is probably not over. But

the consolidation/correction in stock markets around the world is likely to

CHART 1: ECONOMIC SURPRISE
INDEX — STILL RESILIENT AND
SURPRISING ON THE UPSIDE

continue over coming weeks as the markets await further signals on the

economy, corporate earnings and government monetary and fiscal policy

intentions.
610 Economic Surprise Index Economic data have been generally resilient throughout the world. In
0 the US, more evidence emerged of a bottoming process in the housing
il market, with pending home sales rising 3.2% m/m in July, cementing the

0
0

3.6% rise recorded in June. The ISM manufacturing and non-manufacturing
readings surged in August — with the manufacturing gauge rising from 48.9 in
0 July to 52.9 in August. This was the first expansion (that is, a reading above

4 50) in 19 months. (Chart 2) The non-manufacturing index rose from 46.4 in
0
kil

July to 48.4 in August, the highest reading in 11 months. And factory orders

expanded 1.3% m/m in August, from 0.9% the previous month.
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In a similar vein, the Euro zone manufacturing PMI rose to 48.2 in August
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from 46.3 in July. This is the highest reading in 14 months. The services PMI

came in at 49.9 compared to 45.7 in July. (Chart 3)
Source: Bloomberg

CHART 2: US MANUFACTURING Meanwhile, in the east, the Chinese PMI continues to stay in expansionary
— FIRST SIGN OF EXPANSION IN territory, for the sixth consecutive month now, keeping industrial production
19 MONTHS in growth. In Singapore, the PMI reading rose to 54.4 in August from 51.5 in

Marufacturing ISM vs Industrial Production July. This is the highest reading since November 2006.

What will drive risky asset markets higher? The three biggest potential
“spoilers” are premature exit from monetary stimulus, a “no show” by
earnings growth, and hints of a double dip recession. Given the comments
made by central bankers and policy makers in recent weeks — from Jackson
Hole, Wyoming to the G-20 in London — the risks of an early exit from
stimulus appear low. In any event, history suggests the Federal Reserve is
unlikely to raise its policy rate until the decline in unemployment is

-0 entrenched. Indeed, in recent cycles, there have been lags of around a year

between a decline in unemployment and rising Fed funds target rates. And in
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Source: Bloomberg ...continued on next page
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CHART 3: EURO ZONE PMI -
CONTINUES TO IMPROVE
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CHART 4: CHINA - WILL MONEY

SUPPLY GROWTH LEAD
EARNINGS BACK UP?
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China, the government is unlikely to start a cyclical pull back in money supply
growth until exports return to growth. And they have been in 15-20%

contraction y/y over recent months.

Meanwhile, a 10-year minus the 3-month UST spread — which had in the
past dipped into negative territory ahead of recessions — is still running

sharply positive, suggesting a double dip recession is unlikely.

But the greater uncertainty is earnings growth. Until earnings return, there
will continue to be serious concerns over equity valuations, limiting the
sustainability of the recent rally. In the case of Chinese equities, there is an
expectation that aggressive money supply growth will eventually lead
corporate earnings higher. This has happened in past cycles and the
expectation is that it will repeat itself again. (Chart 4) Return of earnings
growth will refocus the market back onto price to earnings multiples and
returns on equity, which may then ease concerns over the high price to book

valuation multiples.

Commodities likely to continue in correction/consolidation mode until
equities take off again. The Reuters/Jefferies CRB Index has been range
bound over recent weeks, with a slight downward bias. Meanwhile, WTI
crude oil has been trading sideways capped below the $73/barrel resistance.
These are different elements of the correlated “risk trade”. They are marking

time, awaiting the return of risk appetites.
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Economic & Market Calendar

Prepared on 7 September 2009

(Q2)

This Week: Sep7 - Sep 11 Last Week: Aug 31 - Sep 4
Expected Previous Actual Previous
Euro zone |Sentix Investor Confidence -13.7 -17]JUS Chicago Purchsing Mngr (Aug) 50 43.4
(Sep) Dallas Fed Manf. Activity (Aug) -9.1% -23.4%
UK Halifax House Prices sa (MoM) 1.0% 1.1%]|| Canada GDP MoM (Jun) 0.1% -0.5%
(Aug) Quartrly GDP annualized (Q2) -3.4% -6.1%
Germany |Factory Orders MoM (sa) (Jul) 2.0% 4.5%|| Euro zone |CPI Estimate (YoY) (Aug) -0.2% -0.7%
Australia  |AiG Perf of Construction Index -- 39.5]| Japan Industrl Productn MoM (Jul P) 1.9% 2.3%
(Aug) Large Retailers' Sales (Jul) -8.4% -6.8%
ANZ Job Advertisements - -1.7% Retail Trade MoM SA (Jul) 0.4% -0.2%
(MoM) (Aug) Labor Cash Earnings YoY (Jul) -4.8% -71%
Housing Starts (YoY) (Jul) -32.1% -32.4%
Australia  |Private Sector Credit m/m (Jul) 0.2% 0.1%
New NBNZ Business Confidence 34.2 18.7
Zealand (Aug)
us Consumer Credit (Jul) -$4.0B| -$10.3B||US ISM Manufacturing (Aug) 52.9 48.9
Canada Building Permits MoM (Jul) 0.4% 1.0% Constructn Spend. MoM (Jul) -0.2% 0.1%
Japan Adjusted Current Account (Jul)| ¥1380.7B| ¥1798.8B Pending Home Sales m/m (Jul) 3.2% 3.6%
Trade Balance - BOP (Jul) ¥490.2B| ¥602.2B Total Vehicle Sales (Aug) 14.1M 11.3M
Eco Watchers: Current (Aug) 43 42 .4]| Euro zone |PMI Manufacturing (Aug) 48.2 47.9
Eco Watchers: Outlook (Aug) 44 44.9 Unemployment Rate (Jul) 9.5% 9.4%
Germany |Industrial Prodtn m/m sa (Jul) 1.6% -0.1%|| Germany [PMI Manufacturing (Aug) 49.2 49
Trade Balance (Jul) 11.3B 12.2B Unemplymt Chge (000's) (Aug) -1K -5K
Current Account (EURO) (Jul) 10.0B 13.3B Unemplymt Rate (s.a) (Aug) 8.3% 8.3%
UK RICS House Price Blnce (Aug) 0.0% -8.1% Retail Sales (MoM) (Jul) 0.7% -1.3%
Industrial Productn (MoM) (Jul) 0.2% 0.5%|| Australia  |Current Account Balance (Q2) -13347M|  -6346M
New NZ Card Spendg (MoM) (Aug) - 0.8 Building Approvals (MoM) (Jul) 7.7% 9.9%
Zealand REINZ House Sales y/y (Aug) - 34.0% RBA CASH TARGET 3.0% 3.0%
Australia  [NAB Business Conditns (Aug) -- 1
NAB Business Confidnce (Aug) -- 10
us MBA Mortgage Appli. (Sep-04) -- -2.2%||US ADP Employment Change -298K -360K
Canada Housing Starts (Aug) 140.0K 132.1K (Aug)
Japan Leading Index CI (Jul P) 81.9 79.9 Nonfarm Productivity (Q2 F) 6.6% 6.4%
Coincident Index CI (Jul P) 89 88| Factory Orders (Jul) 1.3% 0.9%
Machine Tool Ordr y/y (Aug P) - -72.3% Minutes of Aug. 12 FOMC
Germany |CPI (YoY) (Aug F) 0.0% 0.0% Meeting
UK CPI - EU Harmon. YoY (Aug F) 0.0% 0.0%|| Euro zone |GDP s.a. q/q (Q2 P) -0.1% -0.1%
Nationwide Consumer 62 60 GDP s.a. yly (Q2 P) -4.7% -4.6%
Confidence (Aug) PPI (YoY) (Jul) -8.5% -6.5%
Visible Trade Binc £/Mn (Jul) -£6250 -£6451|| UK PMI Construction (Aug) 47.7 47
New RBNZ Official Cash Rate 2.5% 2.5%||Australia  |GDP q/q (Q2) 0.6% 0.4%
Zealand Terms of Trade (QoQ) (Q2) -3.2% -3.0% GDP yly (Q2) 0.6% 0.3%
Australia  |Westpac Consumer Conf (Sep) -- 3.7%
Retail Sales s.a. (MoM) (Jul) 0.5% -1.4%
Home Loans (Jul) -1.0% 1.1%
us Initial Jobless Claims (Sep-5) 560K 570K|| US Initial Jobless Claims (Aug-29) 570K 574K
Continuing Claims (Aug-29) 6200K 6234K Continuing Claims (Aug-22) 6234K 6142K
Trade Balance (Jul) -$27.4B| -$27.0B ISM Non-Manf. (Aug) 48.4 46.4
Canada Bank of Canada Rate 0.25% 0.25%|| Euro zone |Retail Sales (MoM) (Jul) -0.2% 0.0%
Japan Machine Orders (MoM) (Jul) -3.5% 9.7% ECB Announces Interest Rates 1.0% 1.0%
Domestic CGPI (MoM) (Aug) 0.2% 0.4% PMI Composite (Aug F) 50.4 50
UK BOE ANNOUNCES RATES 0.5% 0.5% PMI Services (Aug F) 49.9 49.5
Australia  |Employment Change (Aug) -15.0K 32.2K|| Germany |PMI Services (Aug F) 53.8 541
Unemployment Rate (Aug) 5.9% 5.8%|| Australia  |Trade Balance (Jul) -1556M -538M
Consumer Inflatn Expect (Sep) -- 3.5%]|| New ANZ Commodity Price (Aug) 4.3% 1.0%
New Food Prices (MoM) (Aug) - 0.6%|| Zealand
Zealand
us U. of Michigan Confidence 67.5 65.7||US Chng in Nonfarm Payrolls -216K -276K
(Sep P) (Aug)
Monthly Budget Statmnt (Aug) | -$159.1B| -$111.9B Unemployment Rate (Aug) 9.7% 9.4%
Import Price Index (YoY) (Aug) -15.9%| -19.3%|| Canada Ivey PMI (Aug) 55.7 51.8
Canada New Housing Price MoM (Jul) -0.1% -0.2% Unemployment Rate (Aug) 8.7% 8.6%
Japan GDP g/q (Q2 F) 0.9% 0.9% Net Change in Employment 271K -44 5K
Consumer Confidence (Aug) 40.2 39.7 (Aug)
Germany |WPI (YoY) (Aug) - -10.6%}| Japan Capital Spending (Q2) -21.7% -25.3%
UK PPl Output n.s.a. (YoY) (Aug) -0.5% -1.3% Capital Spending excl Sftwre -22.2% -25.4%

Previous data are for the preceding period unless otherwise indicated

Date of next meeting of...

Data are % change on previous period unless otherwise indicated Fed Board 23 Sep/4 Nov
p — preliminary data, f— final data, saar — seasonally adjusted annualised rate, y/y — year | BoE MPC 10 Sep/8 Oct
on year ECB Council 8 Oct/5 Nov

GMT — Greenwich Mean Time / Universal Standard Time
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12 Month Outlook

FX Outlook Spot (7/09) End Q4 2009f End Q1 2010f End Q3 2010f
USD 3-mth rates (%) 0.3 0.4 0.4 0.4
EUR 3-mth rates (%) 0.8 0.9 0.9 1.0
GBP 3-mth rates (%) 0.7 0.9 1.0 1.1
USD 10-yr bond yield (%) 34 3.65 3.5 3.75
EUR/USD 1.43 1.55 1.50 -
USD/IJPY 93.1 88 95 -
EUR/IJPY 134 136 143 -
GBP/USD 1.64 1.70 1.68 -
EUR/GBP 0.87 0.91 0.89 -
USD/CHF 1.06 1.00 1.05 -
AUD/USD 0.85 0.92 0.90 -
USD/INR 48.7 455 45.0 -
Qil Price (ICE Brent) 72.2 74* 79* 81*
Gold (US$/0z) 954 1050* 1000* 1100*

* Period Averages for each quarter, ** annual average for 2010. Forecasts from SCB Global Research.

Analysts: Editor:
Lim Say Boon Chan Chiong Kong
Chan Chiong Kong
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THIS COMMUNICATION AND ITS CONTENTS ARE INTENDED SOLELY FOR THE ADDRESSEES’ REFERENCE. THIS COMMUNICATION
SHOULD NOT BE DISTRIBUTED, DIRECTLY OR INDIRECTLY, IN ANY JURISDICTION IN WHICH THE DISTRIBUTION WOULD BE
PROHIBITED.

This communication is issued by Standard Chartered Bank, a firm authorized and regulated by the United Kingdom’s Financial Services Authority
(“SCB”). While all reasonable care has been taken in preparing it, no responsibility or liability of any kind is accepted for errors of fact or for any opinion
expressed herein or with respect to the accuracy or completeness of the information herein unless such error of fact or opinion was as a result of
SCB’s gross negligence. It is for information purposes only. It does not constitute any offer, recommendation or solicitation to any person to enter into
any transaction or adopt any hedging, trading or investment strategy, purchase or sell any securities, enter into any regulated investment agreement or
collective investment scheme. All rates and figures appearing are for illustrative purposes. It does not constitute any prediction of likely future
movements in rates or prices or any representation that any such future movements will not exceed those shown in any illustration. Any prediction,
projection or forecast contained herein as to likely future movements in rates or prices or likely future events or occurrences constitutes an opinion only
and is not necessarily indicative of actual future movements in rates or prices or actual future events or occurrences (as the case may be). Past
performance is not necessarily indicative of future performance; the value, price or income from investments may fall as well as rise and may even
become valueless. Please be reminded that structured products have complex features and are not low risk products. There is an inherent risk that
losses may be incurred rather than profits made as a result of trading structured products. Unless otherwise specifically stated, all statements herein
(including any views, opinions or forecasts) are solely those of SCB as at the date of this communication and are subject to change without notice. The
contents of this communication are general evaluations only and are not made with regard to the specific investment objectives, financial situation or
the particular needs of any particular person. Any investments discussed may not be suitable for all investors. Further, this communication has not
been prepared to be suitable for any particular person or class of persons. No recommendations, and no representation or warranty (express or
implied) of any nature, are made to any particular person or class of persons. You should make your own independent evaluation of any transaction
and of the relevance and adequacy of the information herein and make such other investigations as you deem necessary to determine whether to
participate in any transaction. You should make your own independent judgment with respect to any matter contained herein. You should consult your
own financial adviser. This shall not, however, restrict or exclude or limit any duty or liability to a person under any applicable laws or regulations of any
jurisdiction which may not lawfully be disclaimed. SCB, and/or any of its connected companies, employees or clients, may have a position or act as
market maker in any of the instruments or currencies mentioned herein. SCB, and/or any of its connected companies may act as adviser, placement
agent, underwriter or lender to the issuer of any of the instruments mentioned herein. SCB, and/or any of its connected companies may have received
or may expect to receive remuneration for investment banking services from companies mentioned herein. If there is any inconsistency or conflict
between the English and the local language version, the English version shall prevail unless otherwise required by local regulation.

Standard Chartered may not have the necessary licenses to provide services, offer products or distribute research in all countries or such provision of
services, offering of products or distribution of research may be subject to the regulatory requirements of each jurisdiction and you should check with
your relationship manager or usual contact. You are advised to exercise your own independent judgment (with the advice of your professional advisers
as necessary) with respect to the risks and consequences of any matter contained herein. We expressly disclaim any liability and responsibility for any
losses arising from any uses to which this communications is put and for any errors or omissions in this communications.

This communication is not for distribution in the United States of America (“US”) or to any US person nor in any jurisdiction in which its
distribution would be prohibited.

Do not invest in investment products unless you fully understand and are willing to assume the risks associated with them.

All products and services offered by SCB are subject to terms and conditions and you must agree to be bound by them before we can offer any product
or service to you.

Copyright: Standard Chartered Bank 2009. Copyright in all materials, text, articles, logos, graphics, images and information contained herein is the
property of, and may only be reproduced with permission of an authorised signatory of, Standard Chartered Bank. Copyright in materials created by
third parties and the rights under copyright of such parties are hereby acknowledged. Copyright in all other materials not belonging to third parties and
copyright in these materials as a compilation vests and shall remain at all times copyright of Standard Chartered Bank and should not be reproduced or
used except for business purposes on behalf of Standard Chartered Bank or save with the express prior written consent of an authorised signatory of
Standard Chartered Bank. All rights reserved.

© Standard Chartered Bank 2009.

China: In China, this communication is distributed by Standard Chartered Bank (China) Limited, which is regulated by the China Banking Regulatory
Commission. If there is any inconsistency or conflict between the English and the Chinese version, the Chinese version shall prevail.

Structured products carry risks not normally associated with ordinary bank deposits and are generally not a suitable substitute for ordinary savings or
time deposits.

Hong Kong: In Hong Kong, this communication is distributed by Standard Chartered Bank (Hong Kong) Limited (“SCBHK”) on the express
understanding that, whilst the information in it is believed to be reliable, it has not been independently verified by SCBHK. This communication has not
and will not be registered as a prospectus in Hong Kong or authorised by the Hong Kong Securities and Future Commission under the Hong Kong
Securities and Futures Ordinance.

Health Warning

Structured products involve derivatives. The investment decision is yours but you should not invest in it unless the intermediary who sells it to you has
explained to you that the product is suitable for you having regard to your financial situation, investment experience and investment objectives.
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Notice on Personal Data (Privacy) Ordinance

According to the Personal Data (Privacy) Ordinance, you may, at any time and without charge, choose not to be included in any of our future
promotional mailings. To arrange for the exclusion, please contact your relationship manager. For further enquiry on the Ordinance, you may write to
our Data Protection Officer, Standard Chartered Bank (Hong Kong) Limited, GPO Box 21, Hong Kong.

Malaysia: In Malaysia, this communication is distributed by Standard Chartered Bank Malaysia Berhad. Nothing contained in this communication
represents that a structured product is or will be offered by any of the parties named herein.

WARNING:

THE RETURNS ON YOUR STRUCTURED PRODUCT INVESTMENT WILL BE AFFECTED BY THE PERFORMANCE OF THE UNDERLYING
ASSET/ REFERENCE, AND THE RECOVERY OF YOUR PRINCIPAL INVESTMENT MAY BE JEAPORDISED IF YOU MAKE AN EARLY
REDEMPTION.




