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·  US Treasuries continue to slide lower, but close with only moderate losses 

Treasuries remained under pressure with supply concerns and bearish technicals still the main drivers. However, also 
better-than-expected eco data had an impact. Risk appetite seems to return, but not whole-hearted as equities show. 
The refunding announcement contained some surprises that affected the intra-curve movements.  
 

·  ECB to hint at rate cut in March 

Yesterday, the technical picture of the Bund deteriorated, as the Bund confirmed the break below the neckline of a double 
top formation at 122.54. A break below 121.33 would open the door for significant more losses. Today, the ECB is set to 
leave rates unchanged, but Trichet will likely hint at more rate cuts to come during the press conference. 
 

·  FX Euro continues to struggle  

On Wednesday, the euro showed again disappointing price action, both against the dollar and sterling. There was no high 
profile news to explain to move but underlying market sentiment remains euro skeptic. Will the ECB meeting change the 
course of events?  
 

·  News & Calendar: US and UK services sentiment improves, but ADP employment report weak 

 

Sunrise Headlines 
 

·  US equities cannot sustain the recent rally and close with modest losses (S&P: -
0.75%). Telecom and consumer sectors hardest hit on profit concerns (Kraft, Sara 
Lee). Asian stocks trade mixed.  

 
·  BOJ Mizuno  sees downside eco risks and says the BOJ should be prepared to 

take unconventional measures.  
 

·  US Senate amends the “Buy American” clause in the stimulus bill, but that shouldn’t 
dissipate all concerns about protectionism.  

 
·  Fitch cuts Russian LT rating  to BBB underscoring concerns about a sharp eco-

nomic slowdown. FM Kudrin says Russia is prepared to inject $40B of capital in its 
banks. 

 
·  BoA  shares tumble on nationalization fears. WSJ reports that authorities pushed 

the company to complete Merrill buy.  
 

·  ECB and BoE  meetings will be in the focus today with the ECB seen leaving rates 
on hold, while the BoE is widely expected to cut rates by 50 basis points.  

 
·  Crude oil ($40.46) loses moderate ground on higher crude inventories, despite 

OPEC hint about further output cut. Interestingly, the Baltic Dry  Index, a gauge of 
the shipping costs for commodities surges 15%.   
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Markets: Fixed Income 
On Wednesday, global bonds extended their recent de cline on the back of the 
ADP employment report and the ISM non-manufacturing  survey. The negative 
reaction of the bond markets on the ADP employment report, which was in line with 
expectations, confirms that sentiment for government bonds has deteriorated of late. 
Bonds extended their losses following the better than expected ISM non-
manufacturing, but closed off the intra-day lows, as US equities couldn’t hold on to its 
early gains and closed the day lower. 

In the US,  the US T-Note future fell temporarily below important support at 121-28+ 
following the ISM release, but no sustained break occurred. In a daily perspective, 
US yields were up between 3.3 basis points in the 2-year segment and 5.1 basis 
points in the 10-year segment. The very long end outperformed, as 30-year yields 
were almost unchanged. The details of the quarterly refunding showed a record of 
$67B auctions next week and the introduction of seven-year notes at the end of Feb-
ruary.  

In the euro zone, the Bund confirmed its break below the neckline of a double top 
formation at 122.54. The steepening of the European yield curve continued with the 
spread between 2- and 10-year yields setting new cycle highs at 187 basis points, as 
2-year yields rose only 0.3 basis points compared to 2.8 basis points in the 10-year 
sector. The very long end however outperformed too in the euro zone, as 30-year 
yields closed nearly unchanged. The slight downward revision of the services PMI 
had no material impact on trading. 

 

 
March T-Note future (black) & S&P future (orange): Treasuries decline on the ADP em-
ployment report and ISM non-manufacturing, but recoup part of the losses, as equities 

slump late in the session. 
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US Treasuries continue to slide lower, but close with only 
moderate losses 

Today, the calendar  contains the weekly jobless claims, December factory orders 
and Q4 Non-farm productivity. Last week, both initial and continuing claims  came 
out higher than expected. Initial claims rose by 3 000 from 585 000 to 588 000. But 
the figures might have been distorted as the week in question included the Martin Lu-
ther’s King Holiday. In the week ended January 31, initial claims are expected to have 
dropped by 8 000 (from 588 000 to 580 000). Continuing claims, which are reported 
with a one-week lag, are expected to have risen by 16 000 (to 4 795 000), after climb-
ing sharply in the week before. On the eve of the publication of the BLS payrolls the 
claims sometimes get more attention, even if the survey week for the payrolls pre-
cedes the survey week of the claims. In December, factory orders  are forecasted to 
show the fifth consecutive monthly decline. The consensus is looking for a drop of 
3.1% M/M, after falling by 4.6% M/M in the month before. Non-durable orders, the 
missing part in the factory orders report, should be down too, given the decline in the 
price of petroleum. The report usually hasn’t that much impact on markets, as the du-
rable orders, part of the factory orders, have already been published in a separate 
report.  

Aside from the eco releases, there are speeches scheduled of the Fed governors 
Plosser, Bullard and Stern . While Plosser only gives some opening remarks at the 
food and water conference, Bullard speaks on monetary tools in an environment of 
low interest rates and Stern tackles the macro and fiscal policy. While interesting, the 
comments of regional governors in this stage (quantitative monetary policy) should 
have less impact on markets than in an environment interest rate changes are a key 
driver in markets. On top of that, none of the three speakers has a vote in this year’s 
FOMC meetings.  

The Treasury announced a $67B refunding package, which is close to expectations, 
consisting of $32B 3-year Note, $21B 10-year Note and a $14B 30-year Bond. The 
auctions will be held next week and settle on February 17.  The Treasury also an-
nounced some significant changes to the coupon auction calendar. From this month 
onward, the Treasury starts with a new issue monthly 7-year Note auction (end-of-
month settlement). Estimates are for a size in the vicinity of $25B. The auctions will 
raise all new cash, as no 7-year Notes mature. The combination of 2, 5 and 7-year 
Note auctions at month end will give a massive monthly auction package.  The 
Treasury also announced the regular reopening of the quarterly 30-year bond in the 
month following the initial new offering. So, the first reopening will take place next 
month. It will raise the number of 30-year bond auctions from 4 to 8 a year. The 
Treasury will also consider the introduction of a second reopening of the bond. The 
new initiatives will lengthen the average maturity of the debt that had declined sharply 
in recent years. The size of the financing needs also means that auctions might go 
less smoothly and price concessions might be needed. The introduction of the 7-year 
Note took its toll in the 6-7-year as these became cheaper. The introduction of the 30-
year reopening and the possibility the Treasury might decide to open it a second time 
had only a temporary effect. It might suggest that the Fed is closer to the start of a 
program to purchase long-dated Treasuries. At the end of dealings, the 30-year had 
slightly outperformed other sectors of the curve.  
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Technicals March T note future:  
 
The MT technical picture of the 
March Note future is bearish, as 
the contract dropped below key 
123-09 level (previous 
low/neckline double top). The tar-
gets of the configuration stand at 
119-02+ and 117-28.   
 
Support  stands at 121-29 (S1, 
flag bottom), at 121-17 (S2, new 
lows), at 121-12/11+ (S3, daily 
envelop/Bollinger bottom), at 121-
05+ (S4, break-up).  
 
Resistance stands at 122-17+ 
(R1, reaction high hourly), at 122-
21/23+ (R2, breakdown hour-
ly/STMA/daily envelop), at 122-
28+ (R3, reaction high hourly), at 
123-/20 (R4, MTMA).    
 
The contract is in oversold condi-
tions.  
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Regarding trading,  Treasuries lost some additional ground on Wednesday. There 
was a clear negative reaction after the eco data, even if the ADP report was near ex-
pectations. Supply remained a concern (see higher for the refunding operation). Cor-
porate supply included Petrobas, Novartis, Altria and FDIC supported bonds of BoA 
and Goldman. The data recently caused an asymmetrical reaction in Treasury mar-
kets in the sense that better or as expected eco data were a reason to sell Treasur-
ies, while weaker data had little to no effect. Ahead of the payrolls release, we sus-
pect positioning to be the main factor for trading today. Recent losses have been 
quite substantial and so we don’t expect some additional pre-payrolls selling any-
more. Of course, the general sentiment is still bearish. We speculated that some risk 
appetite would return to the markets. While this wasn’t yet very obvious in the case of 
equities, we don’t leave that track for now. Eco data are more mixed to slightly better 
(than expected). Other indications like a surge in the Baltic Dry index yesterday 
(shipping costs of commodities) and some signs that Chinese companies are upping 
their purchases of some commodities, while fragile, go in the same direction. On the 
other hand, the correction has brought Treasuries close to important levels that may 
give support. The March Note contract nears 121-29/121-15+ (Flag bottom/38% re-
tracement from 109-25). Regarding the 30-year yield, the sell-off has been substan-
tial and we still think that the Fed shall not allow the carnage to continue. In yield 
terms, levels around 3.85% (now 3.68%) might be the line in the sand. Concluding, 
we are still looking for signs that the correction has gone far enough to re-enter from 
the long side.  

  

 
March 10-yr Note Future: picture becomes heavier and double top 
formation suggests more losses. Key level to hold is 121-29/112-

15+. A sustained break would only exacerbate the negative climate.   

 
30-year yield: Is the run-up in yields nearing at least a pause. 

Will the Fed intervene?  

 

 
 

ECB to hint at rate cut in March 
Today, the ECB and Bank of England rate decisions w ill be the highlights of the 
day.  With regard to the ECB rate decision, the outcome shouldn’t surprise, as Trichet 
clearly indicated at the January press conference that the next important rendez-vous 
is in March. As such, the ECB is set to leave rates unchanged to day , but Trichet 
will likely hint at another rate cut in March. Besides the size of the rate cut, the market 
will focus on the chances the ECB will engage in a policy of quantitative easing and 
how low rates may fall. 

In January, Trichet warned that the ECB didn’t want to fall into the liquidity trap by 
lowering rates too far, but nevertheless didn’t exclude that rates may fall below the 
2% level. As such, we will scrutinize his comments. For now, we expect the ECB 
policy rate to bottom at 1%, but with downside risk s and increased risks on an 
implementation of a quantitative easing policy.  This should keep the short end of 
the curve well protected, even while the bullish sentiment at the longer end has 
shown some cracks over the past days. For a complete preview on today’s meeting, 
we refer to our ECB flash available on our website www.kbc.be/dealingroom. 
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On the supply front, France and Spain will tap the market today.  It’s already the 
second time this week Spain will tap the market, as it already sold €7B of its new 10-
year benchmark via syndication. Today, Spain plans to sell €4-5.5B of its 2- and 5-
year bonds. France on the other hand will sell €6-7B of three OATs in the 10- and 30-
year sector. Despite the huge amounts in the offing, Spanish and  French bonds 
haven’t underperformed in the run-up to today’s auc tion. On the contrary, the 
narrowing of the intra-EMU spreads over the past tw o weeks may signal that 
the widening has gone far enough.  Supply however remains an important issue 
that may still influence trading, especially at the longer end of the curve. The recent 
deterioration of the technical outlook in the Bund and German 10-year yields should 
therefore be seen as a warning signal that the direction in longer-term yields is not 
unidirectional downwardly oriented. 

Regarding trading, European bonds lost more ground yesterday. Thereby, the Bund 
confirmed the break below the neckline of a double top formation at 122.54. The 
move deteriorates the technical outlook, but only a break below the December lows 
at 121.33 would open the door for significantly more losses. In German 10-year 
yields, this corresponds with a sustained break above the 3.30% level. Yesterday, 10-
year yields closed at 3.36%. Recent trading action has shown the vulnerability o f 
government bonds and has raised the odds for more d ownward action.  How-
ever, given the outlook for a protracted economic downturn, the expectation for more 
ECB rate cuts and the chances on a quantitative easing policy we don’t go short, but 
wait until the correction has run its course before installing new long positions. 

In the UK,  the very long end of the yield curve outperformed following the successful 
40-year Gilt auction. Today, the Bank of England rate decision  will be in the focus. 
A 50 basis points rate cut from 1.5% to 1% is widely expected, but a smaller or un-
changed decision cannot be completely excluded, as the MPC already discussed a 
pause in the easing cycle at the January meeting and following the recent slight im-
provement in the UK eco data. The uncertainty with regard to the rate decision has 
pushed 2-year yields around 20 basis points higher this week. 

 

 
Bund confirms break below neckline double top formation at 

122.54. A break below the December lows at 121.33 would turn the 
outlook bearish. 

Intra-EMU government spreads narrow, also for French (green 
line) and Spanish (blue line) bonds despite the upcoming auc-

tion. 
 

 

 

 

 

Technicals Mar Bund future 
 
The technical picture of the Bund 
deteriorated following the break 
below the neckline of a double top 
formation at 122.54. A break below 
the December lows at 121.33 
would now turn the outlook bea-
rish. The first target of the double 
top formation comes in at 119.52. 
 
On the downside, support  comes 
in at 121.56 (S1, yesterday low), at 
121.41 (S2, daily envelope), at 
121.33/29 (S3, 12 Dec low/ weekly 
envelope), at 121.26 (S4, 50% 
retracement November low), at 
121.00 (S5, daily Bollinger bottom) 
and at 120.37 (S6, daily Starc 
bottom).  
 
On the topside, resistance  stands 
at 122.19 (R1, STMA), at 
122.28/35 (R2, daily envelope/ 
break down), at 122.83 (R3, reac-
tion high), at 123.06 (R4, MTMA) 
and at 123.21/39 (R5, week high/ 
previous reaction high). 
 
The contract is in oversold territo-
ry. 
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Currencies: Euro continues to struggle 
On Wednesday, EUR/USD trading showed again quite some volatility. On Tuesday, 
the pair rebounded rather sharply. Yesterday morning we already indicated that we 
didn’t give too much weight to the explanation that the improvement in global senti-
ment (and thus also the gain in EUR/USD) was due to the better than expected 
pending home sales. The market is always right, the EUR/USD rise on Tuesday was 
nevertheless ‘suspect’. Yesterday, EUR/USD came under downward pressure from 
the start of trading in Europe, despite a good performance of the Asian and the Eu-
ropean stock markets. So, the ‘good news is good for the euro’ paradigm didn’t work 
yesterday. Later in the session, the Fitch rating downgrade of Russia added to the 
euro negative sentiment. EUR/USD gave up all the Tuesday afternoon gains and 
came close/retested the Tuesday lows in the 1.2800/15-area. From that point, the 
pair settled into a sideways trading pattern. The better than expected US ISM non-
manufacturing and the positive open of the US stock markets also gave EUR/USD 
downside protection. However, the least one can say is that the euro performance 
was again far from convincing. Uncertainty ahead of the ECB meeting probably 
played a role. EUR/USD closed the session at 1.2849, compared to 1.3040 on Tues-
day.  

 

 

 

 

 

  

 

 

 

 

 

 

Today , in the US, the jobless claims and the factory orders are on the agenda. 
However, the market focus will be on the ECB interest rate decision and press con-
ference. The ECB is widely expected to leave rates unchanged as Mr. Triceht indi-
cated at the January press conference that the next rendezvous on rates was 
March. However, the press conference will be interesting. Will the ECB president 
‘pre-announce’ a March rate cut? Even more important, will he give any insight in the 
potential unconventional measures that the bank is preparing, in case they would be 
necessary further out in the cycle. It’s probably too early for an open debate on this 
item. However, the market feeling is that the ECB at some point will also be obliged 
to move to some kind of quantitative easing. This might be a (slightly) negative factor 
for the euro.  

Since the start of the year, the currency market gave more weight to negative news 
from the euro zone. The deterioration of the European government finances, pres-
sure on the Member states’ credit ratings and the widening of intra-government 
spreads  weighed on the single currency . The dollar has regained the advantage 
of doubt over the euro, especially in times of rising global market pressure. Since 
last week, the EUR/USD decline shifted into a lower gear and earlier this week the 
euro even gave the impression that there could be room for a technical rebound. 
Longer-term, we’re not convinced that the dollar should perform a sustained rally 
against the euro from the current levels. However, recently the market clearly had a 
euro skeptic attitude, keeping a close eye on the intra euro government bond 
spreads. Global risk appetite (or the absence of it) is also an important driver for the 
euro. The intra-EU problems are far from solved and the global investor risk appetite 
remains fragile. From the US side, the Fed buying Treasuries to keep long-term 

 
EUR/USD: unconvincing price action 
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Technicals EUR/USD 
 
Support comes in at 1.2800/1.2780 
(Reaction lows hourly/Break-up 
hourly), at 1.2715/06 (Daily enve-
lope/Week low + Boll bottom) and at 
1.2549 (Broken channel top).  
 
Resistance is seen at 1.2933/43 (Re-
action high/Daily envelope), at 1.2974 
(MTMA), at 1.3069 (Week high + Boll 
Midline), at 1.3100/09 (Break-
down/Weekly STMA), at 1.3179 (MT 
reaction high).  
 
The pair is in oversold territory. 
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yields low (next step in the quantitative easing) might become a dollar negative fac-
tor over time. However, none of these EUR/USD supportive factors is fulfilled at the 
current juncture. So, even as EUR/USD shows some tentative signs of botto m-
ing out, the current indecisive trading pattern mig ht continue for some time. 
We don’t front-run on a major EUR/USD up-leg yet . Disappointment on the ECB 
message (for whatever reason) even might entail some downside risks in a day-to-
day perspective.  

From a technical point of view , the correction from mid December brought 
EUR/USD back in the previous sideways range (capped by the 1.3300 area). The 
pair extensively tested the 1.2765 support area (previous low) with a reaction 
low/fast break at 1.2706. The test was rejected but the subsequent rebound was 
(again) disappointing. A sustained drop below the 1.2765/00 area still contains the 
risk for return action to the1.2330 area (2008 low). A sustained rebound beyond 
the 1.3070 area (Boll midline) and even more above the 1.3330/85 area (MT 
reaction highs) is needed to improve the ST EUR/USD  picture . 

 

On Wednesday, USD/JPY extended its lackluster sideways trading. An early down-
swing was reversed during the US trading hours (positive stock market open) but the 
pair closed the session at 89.43 (compared to 89.44 on Tuesday and 89.45 Mon-
day!). This looks like some kind of currency peg.  

This morning, Asian stocks trade mixed. The Nikkei closed the session with a loss of 
1.11%. Chinese/Hong Kong stock markets are little changed or even trade in posi-
tive territory.  

Looking at the charts , USD/JPY set a reaction low in the 87.15 area on December 
17. Since then, the pair entered calmer waters. The long-term trend in the pair re-
mains negative, but downtrend slowed below 0.9000 (among others as Japanese of-
ficials probably will voice concerns on the ascent of the yen if USD/JPY comes 
closer to the 0.8710/15 reaction low). We remain yen positive longer term but 
don’t add/reinstall yen long exposure at the curren t level . We keep a wait and 
see approach and look for a more pronounced up-tick to reinstall/add USD/JPY 
short exposure. Short-term the pair is locked (or even paralysed) in a rather tight 
87.10/91.30 consolidation pattern.  
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USD/JPY: nothing happens at all  
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Technicals USD/ JPY 
  
Support stands at 88.80 (reaction low 
hourly + daily envelope), at 88.59 
(Reaction low), at 88.39/27 (Boll Bot-
tom/Reaction low), 87.95 (Weekly 
envelope), at 87.10 (Reaction low 
2009). 
 
Resistance comes in at 89.95/90.01 
(Daily envelope/ Reaction high), at 
90.15/35 (Reaction highs), at 90.74 
(Reaction high) and at 91.31 (Reac-
tion high).  
 
The pair is in neutral territory. 
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On Wednesday, EUR/GBP almost perfectly tracked the EUR/USD decline, especial-
ly during the morning session in Europe. At that time cable traded sideways while 
EUR/USD was sold, reversing the gains from late on Tuesday, hammering 
EUR/GBP. The UK Services PMI came out better than expected at 42.5 from 40.2, 
but remarkably, this data release left no traces on the EUR/GBP charts (even as 
EUR/GBP was captured in a downtrend at that time). So, one might assume that the 
price action in EUR/GBP (and in other sterling cross rates) was again very much or-
der driven. EUR/GBP closed the session at 0.8881, compared to 0.9016 on Tues-
day.  

Today, all eyes will be on the BoE interest rate decision. The Bank is widely ex-
pected to cut its base rate be 50 basis points to 1.00%. Last month there was some 
debate within BoE whether an additional rate cut was already necessary in January. 
However, the bank concluded that it was not opportune to challenge the market ex-
pectations. This might also be the case today. It will again be interesting to see 
whether bank gives already any insight in potential next steps, beyond the conven-
tional BoE policy tools. However, for more details one will probably have to wait for 
the Minutes. Today, sterling even trades slightly stronger against the euro compared 
to the level at the time of last month’s BoE decision.  

On the technical charts , the break above a series of high profile resistance levels in 
November/December has made the long term technical picture positive for 
EUR/GBP. At the start of 2009, EUR/GBP made a forceful correction. EUR/GBP 
tried to resume the longstanding uptrend, but the pair ran into resistance in the 0.95 
area. This lower high on the charts pulled the trigger for another forceful correction 
and the pair extensively tested the key 0.8840 neckline (on Friday and on Monday). 
From a fundamental point of view, we remain sterling skeptic (a deficit country in an 
environment that moves towards quantitative easing, ongoing uncertainty on the key 
banking sector, no clear signs of improvement in the housing market…). However, 
as was the case for EUR/USD, euro negative factors apparently are considered 
at least evenly important by the markets . The rejected test of the key neckline 
(0.8840-area) called off the ST downward alert in this pair. However, the jury is still 
out. For now, we stay neutral on EUR/GBP. Sustained return action above the 
0.9130 area (previous neckline) would improve the ST picture for EUR/GBP. Sus-
tained price action below the 0.8840/00 area would seriously question our 
longstanding EUR/GBP positive bias (consider stop-loss). 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

EUR/GBP: key 0.8840/00 area still within striking distance 
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Technicals EUR/GBP 
 
Support stands at 0.8872 (Reac-
tion low hourly), at 0.841/39 (re-
action low hourly/Neckline dou-
ble top), 0.8710/04 (Week 
low/reaction low), at 0.8770 
(Daily envelope), at 0.8749/24 
(50% retracement/Boll bottom).   
 
Resistance is seen at 0.8917 
(Breakdown daily/STMA), at 
0.8966 (Breakdown), at 0.8994 
(daily envelope), at 0.9075/83 
(Weekly envelope/ reaction 
high).  
 
The pair is in oversold territory.  
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News 
US: ADP report confirms payrolls forecast 
Employment  dropped by 522 000 in January according to the ADP report . This is 
very close to expectations as the consensus was looking for a decline of 535 000. 
The December outcome was upwardly revised from -693 000 to -659 000. The de-
tails show that employment fell by 279 000 (from -415 000) in the service providing 
sector and by 243 000 (from -244 000) in the goods-producing, of which 160 000 in 
manufacturing. Assuming that government payrolls are broadly uncha nged, the 
ADP report would point to a decline in payrolls tha t is close to the consensus 
estimate (540 000).   

In January, non-manufacturing PMI  showed its second consecutive increase as the 
headline index rose from a downwardly revised 40.1 to 42.9. Both business activity 
(44.2 from 38.9) and new orders (41.6 from 38.9) were rising and also imports (40.5 
from 32.5) came out higher after plunging in the month before. New export orders 
declined somewhat (39.0 from 39.5), while employment stayed broadly unchanged 
(34.4 from 34.5). Looking at inventories, both inventory change and sentiment 
dropped, while prices paid (42.5 from 36.1) rose. Together with the (slight) re-
bound in manufacturing PMI, this is an encouraging sign and indicates that the 
pace of decline is slowing.  

EMU: retail sales remain weak in December 
In December, euro zone retail sales  came out flat (0.0% M/M), while the consensus 
was looking for a decline of 0.2% M/M. The November figure was sharply down-
wardly revised from 0.6% M/M to -0.1% M/M. On a yearly basis, retail sales dropped 
by 1.6% Y/Y compared to the consensus estimate of -0.4% Y/Y. Looking at the de-
tails, non-food products declined by 0.4% M/M, while food, drink and tobacco rose by 
0.2% M/M. 

The final figure of January services PMI  came out broadly in line with expectations. 
The headline figure dropped to 42.2 (from 42.5 according to the first estimate) due to 
small revisions in all key components. At the national level, German and French ser-
vices PMI were revised modestly loser. 

Other: Norges Bank cut rates by an additional 50 bps 
The Central Bank of Norway, Norges Bank , decided to cut rates by 50 basis 
points to 2.50% as the international downturn seems to be having a broad impact 
and is likely to be deeper than previously expected. However, the Bank tried to tem-
per rate cut expectations as they said that developments should be monitored over a 
period before making substantial changes to the key rate. 

In the UK, services PMI  showed an unexpected, albeit small, improvement. The 
headline index rose from 40.2 to 42.5, while a flat outcome was expected. In detail, 
both new business (42.2 from 38.5) and outstanding business (40.1 from 38.4) rose, 
while employment (40.2 from 40.5) dropped to a new record low. Looking at prices, 
prices charged fell to 43.7 (from45.1), while input costs stayed broadly unchanged 
(50.7 from 50.9). Although business confidence, both in the manufactu ring and 
in the services sector, remain at record low levels , this might be a first indica-
tion that the pace of decline is slowing.  
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Calendar 
Thursday, 05 February Consensus Previous 
US   

06:00 ICSC Chain Store Sales (Jan) Y/Y   
14:30 Nonfarm Productivity (Q4) 1.5% 1.3% 
14:30 Unit Labour Costs (Q4) 2.8% 2.8% 
14:30 Initial Jobless Claims (Jan 31)  580K 588K 
14:30 Continuing Claims (Jan 24) 4795K 4776K 
16:00 Factory Orders (Dec) -3.1% -4.6% 

Canada   
14:30 Building Permits (Dec) M/M -5.0% -11.8% 
16:00 Ivey Purchasing Managers Index (Jan) 40.0 39.1 

UK   
13:00 BOE Announces Rates  1.00% 1.50% 

EMU   
13:45 ECB Announces Interest Rates  2.00% 2.00% 

Germany   
12:00 Factory Orders (Dec) M/M Y/Y -2.5% / -24.5% -6.0% / -27.2% 

Italy   
11:00 CPI – EU Harmonized (Jan P) M/M Y/Y -1.1% / 2.0% -0.1% / 2.4% 

Spain   
09:00 Industrial Output WDA (Dec) Y /Y -16.0% -15.1% 

Events   
France OAT Auctions   
Spain Bono Auction (4.25% Jan 2014 BONO & 5.40% July 2011 BONO)   
14:30 ECB’s Trichet holds press conference   

14:30 Fed’s Plosser speaks at Food, Water conference in Philadelphia   
19:00 Fed’s Bullard speaks to Financial Analysts in Missouri   

20:00 Fed’s Stern speaks in Minnesota on macro, financial policy   
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