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USD: January TIC data

US investors start buying, those elsewhere stop
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Large capital outflow from the US

« January’'s TIC data surprisingly showed a large capital outflow from the US, as non-US
investors sold US agency and corporate debt in particular, while US investors stopped
repatriating foreign securities and instead started buying.

« Net foreign sales of long-term securities totalled USD43bn (expected buying of
USD45bn) compared with a revised inflow of USD34.8bn in December. Including short-
term securities the outflow was even larger at USD148.9bn.

- Foreigninvestors continued to sell agency debt (debt issued by companies such as
Fannie Mae and Freddie Mac]), while US corporate bonds were also sold off - perhaps
not that surprisingly, as the US stock market saw its worst recorded January ever. On a
positive note, foreign demand for US Treasuries remained intact in January.

+ Meanwhile, US investors stopped repatriating foreign investments and instead bought
UsSD24.2bn net worth of foreign long-term securities - the first net buying seen since
June last year. Capital flows generally supported the dollar in the autumn, but this was
clearly not the case in January - even so, the effective dollar index strengthened by 3%
in January.



Overview table

January saw a net US TIC data

OUtﬂO‘{V from.the us Foreign buying of US assets US buying of foreign assets Net US
following an inflow Month Debt Stocks Total Inflow
in December ) . Bonds  Stocks Total
Treasuries| Agencies |Corporates Private Official Total

Jan-09| 107 225 -84 1.4 -10.2 -85 -18.8 28.0 3.7 242 430
Foreign investors
remained net Dec-08| 150 -37.4 41.0 3.9 252 28 224 123 -0.1 123 34.7
buyers of
Treasuries Nov-08 -25.8 -22.5 -16.2 a4 -22.9 -37.1 -60.1 132 213 345 | 256
although the inflow
i still modest Oct-08 329 -50.2 -13.1 6.2 194 17.2 -36.6 -148 21.7 365 0.1

Sep-08| 207 6.2 -84 115 34.8 -48 30.0 -37.8 25 -35.3 65.3
USinvestors bought 5 .05 328 242 131 -1.0 48 ‘102 55 -17.4 -29 202 148
USD 24.2bn net
worth of foreign

The Treasury International Capital (TIC) reporting system collects data for the United States on cross-
border portfolio investment flows and positions between US residents (including US-based branches of
firms headquartered in other countries] and foreign residents (including offshore branches of US firms].
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Net foreign buying of US securities

Foreign
investors
bought
usD10.7bn
net worth of
Treasuries in
January - thus
no signs of
absent
demand yet

Foreign
investors
again sold net
US corporate
debtin
January, as the
US stock
market saw its
worse
recorded
January ever
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selling
Agency debt
inJanuary
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purchases of
US stocks
remained
marginally
positive



Geographical location of buyers

Net purchases of Treasuries
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Main holders of Treasuries
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Funding of the C/A deficit

Long-term 250 - - 250
capitalﬂowsare 205 UusD bn 095
still broadly Net US1 infl

sufficienttofund 200 - et ong term inflow - 200
theUScurrt—_zn_t 175 - [3M sum, 12M MA] 175
account deficit,

given that the 150- - 150
C/A deficit 125 .- - 125
improves as

expectedin Q1 - 100- - 100
driven by an 75 - o 79
improvementin 50. US current account deficit 50
the US trade (3M sum, 12M MA)

deficit 25- 25

96 97 98 99 00 01 02 03 04 05 06 07 08

Source: Reuters EcoWin



. Disclosure

. This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank. Danske Bank is under supervision by the Danish
Financial Supervisory Authority.

. Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high quality research based on research objectivity and

independence. These procedures are documented in the Danske Bank Research Policy. Employees within the Danske Bank Research Departments have been instructed
that any request that might impair the objectivity and independence of research shall be referred to Research Management and to the Compliance Officer. Research
analysts are remunerated in part based on the over-all profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other
remuneration linked to specific corporate finance or dept capital transactions.

. Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals’ Ethical rules and the Recommendations of the Danish
Securities Dealers Association.

. Financial models and/or methodology used in this report

. Recommendations and opinions in this research are formed based on a combination of Danske Bank’s regression models using macroeconomic fundamentals and

financial variables as input and a general market assessment. Various statistical methods are used to evaluate the market. Standard option pricing models are used in
respect with derivatives.

. Risk warning

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

. FX Crossroads is updated every week.

. Disclaimer

. This publication has been prepared by Danske Bank for information purposes only. It is not an offer or solicitation of any offers to purchase or sell any securities,

currency or financial instrument. The evaluations, calculations, opinions and recommendations of the publication should not replace the making of own opinions about
whether to make any such transaction. Whilst reasonable care has been taken to ensure that its con-tents are not untrue or misleading, no representation is made as to
its accuracy or completeness and no liability is accepted for any loss arising from reliance on it.

. Danske Bank, its dffiliates or staff may perform business services, hold, establish, change or cease to hold positions in any securities, currency or financial instrument
mentioned in the publication. Additional and/or updated information is available from Danske Bank. This publication is not intended for private customers in the UK or
any person in the US. Danske Bank is regulated by FSA for the conduct and investment business in the UK and is a member of the London Stock Exchange.

. Copyright © Danske Bank A/S. All rights reserved. This publication is protected by copyright and may not be reproduced in whole or in part without permission.

. This report has been prepared by the correspondent of Auerbach Grayson & Company Incorporated [“AGC”) named above on the date listed above. we are distributing
this report in the U.S. and any U.S. person receiving this report and wishing to effect transactions in any security discussed herein, should do so only with a
representative of Auerbach Grayson & Company Incorporated. Additional information on recommended securities is available on request.



