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Summer Sunrise Market Commentary

° Dollar rebound continues, while commodities lose further ground

o Euro and Sterling confirm technical break lower, which may point to a longer-term trend reversal

o War between Georgia and Russia fails to support oil and gold prices

o US equities extend rebound, but Asia slightly lower this morning

o JPMorgan Chase writes down an additional 1.5 B USD on mortgage-backed assets in July

o China’s CPI falls to a 10-month low at 6.3% Y/Y on slower food-price gains

o Fed's Senior Loan Officer Survey points to tighter lending conditions on all major loan categories

o UK housing market at a ‘virtual standstill’, while UK same-store sales decline for the fourth month in five
o UK CPI and US trade balance in the focus today

Markets

S&P 2 Yesterday, the rebound of the dollar continued unabatedly, as commodities lost
Eurostoxx50 2 further ground. Oil fell to a new recent low at around 111 USD/barrel, while gold and
Nikkei A copper sank to a respectively 3- and 6-month lows. As such, markets shrugged off
oil ) fears regarding the escalating conflict between Georgia and Russia. The euro fell fur-
CRB r ther below the 1.50 mark, while sterling is heading towards the 1.90 mark against the
Gold A dollar. The moves confirmed last week’s technical break lower and do further im-
2yrus 2 prove the technical outlook for the greenback.
Zlgryé'\LAJS ; The continuous decline in the commodity markets also supported the equity mar-
10 yr EMU > kets, which extended their recent rebound from the mid-July lows. The equity gains
EUR/USD L) weighed on the bond markets, which closed the session slightly lower. In the US,
USDIJPY 7 there was a bear steepening of the yield curve with yields up between 4 and 7 bps. In
EUR/GBP > the euro zone, yields corrected also slightly higher, but in a flattening way (4.5 to -0.5

bps). The technical picture of the European bond market wasn't however affected
and is still bullish following last week’s rally on the back of the less hawkish than ex-
pected comments of ECB’s Trichet at the monthly press conference.

Overnight in the UK, the RICS house price balance came out slightly better than ex-
pected, while the BRC retail sales monitor showed ongoing sluggish sales growth.
There was no immediate market reaction noted. This may however change later to-
day, when the CPI numbers will be published. These are expected to break above
the 4% level for the first time since the beginning of the 90s. In the US, the trade
deficit is expected to have widened in June, but it remains to be seen whether this
can halt the recent dollar rebound.
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Tuesday, 12 August Consensus Previous
us
13:45 ICSC-UBS Chain Store Sales (wk 9 Aug) W/W 0.0%
14:30 Trade Balance (Jun) -62.0B -59.8B
16:00 IBD/ TIPP Economic Optimism (Aug) 39.0 37.4
20:00 Monthly Budget Statement (Jul) -90.0B -36.4B
23:00 ABC Consumer Confidence (Aug 10) -49
Japan
01:50 Domestic CGPI (Jul) M/M Y/Y A2.0%/7.1% R 0.9%/5.7%
06:30  Industrial Production (Jun F) MIM Y/Y A-2.2%/0.0% -2.0%/0.2%
06:30  Capacity Utilization (Jun F) M/M A-1.7% 2.2%
07:00 Consumer Confidence Households (Jul) A3l4 32.6
UK
01:01 BRC Retail Sales Monitor (Jul) like-for-like Y/Y -0.4%
01:01 RICS House Price Balance (Jul) A -83.9% R -86.9%
10:30  CPI (Jul) MIM YIY -0.2% / 4.2% 0.7% / 3.8%
10:30 Core CPI (Jul) Y/Y 1.7% 1.6%
10:30  DCLG House Prices (Jun) Y/Y 1.5% 3.7%
France
08:45  Consumer Price Index (Jul) M/M Y/Y -0.2%13.7% 0.4% / 3.6%
08:45 CPI-EU Harmonised (Jul) M/M Y/Y -0.2% /4.1% 0.4% / 4.0%
08:45  Current Account (Jun)
Sweden
10:00 AMV Unemployment Rate (Jul) 3.0% 2.8%
Events
10:00 IEA Oil Market Report
10-vear td -1d 2 -vear td -1d| STOCKS -1d
us 3,99 0,06 us 252 0,05 DOW 11781,78 47,30
DE 4,26 0,00 DE 4,09 0,03] NASDAQ 0,00 0,00
BE 4,60 0,01 BE 4,22 0,02] NIKKEI 13303,60 -127,31
UK 473 0.03 UK 473 0.06] DAX 6561.65 18,16
JP 147 0,01 JP 0,86 0,00] DJ euro-50 3445,66 37,18
IRS EUR USD (3M) GBP| Eonia 4,30 0,00
3y 4,711 3,801 5,536| Euribor-1 4,49 0,00] Libor-1 5,383 0,00
5v 4,635 4211 5,434| Euribor-3 4,97 0,00] Libor-3 5,779 0,00
10y 4,748 4,712 5,175| Euribor-6 516 0,01] Libor-6 5,977 0,00
Currencies -1d Currencies -1d| Commodities CRB GOLD BRENT
EUR/USD 1,4881 -0,0085 EUR/JPY 163,84 0,69 385,13 810,3 11154
USD/JPY 110,15 021 EUR/GBP 0,7817 0,0010 -1d -2.29 -49,45 -3.08
GBP/USD 1,9032 -0,0132 EUR/CHF 16184 0,0024
AUD/USD 08772 -0,0091 EUR/SEK 9,391 0,00
USD/CAD 1,0699 0,0028 EUR/NOK 8,0097 0,02

KBC Bank N.V. - Treasury and Capital Markets Front Office, Market Research



Banking & Insurance

Y

. =

v‘\l“;?\u' :
Sunrise Market Commentary

T
L o

Brussels Research (KBC)

Global Sales Force

Piet Lammens

Peter Wuyts

Didier Hanesse

Bob Maes

Joke Mertens

Dublin Research (IIB)

+32 241759 41
+32 24173235
+32 241759 43
+32 2417 51 94
+32 2417 30 59

Austin Hughes
Prague Research (CSOB)

+353 1 6646892

Jan Cermak

Zdenek Safka

Jan Bures

Bratislava Research (CSOB)

+420 2 6135 3578
+420 2 6135 3570
+420 2 6135 3574

Marek Gabris
Silvia Cechovicova
Warsaw Research (Kredytbank)

+421 2 5966 8400
+421 2 5966 8405

Piotr Radzewicz
Budapest Research (K&H)

+48 22 6345 946

Gyorgy Barcza
Our reports are also available on: www.kbc.be/dealingroom

+36 1 328 99 89

Brussels
Corporate Desk

Institutional Desk

London
Frankfurt
Paris

New York
Singapore

Prague
Bratislava
Budapest

Warsaw

+32 2417 45 82
+32 2 417 46 25

+44 207 256 4848
+49 69 756 19372
+33 15389 83 15
+1 212 541 06 97

+65 533 34 10

+420 2 6135 3535
+421 2 5966 8436
+36 1328 99 63
+48 22 634 5210

This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee that these forecasts will materialize and cannot be
held liable in any way for direct or consequential loss arising from any use of this document or its content. The document is not intended as personalized investment advice and does not constitute a
recommendation to buy, sell or hold investments described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not guarantee the
accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the data of the report and are subject to change without notice.
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