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Market Data 
Index  Close Change 
ITX Crossover 585 +33 
ITX Europe 125 142 +7 
CDX 125 102 -1 
CDX HY - pts 100.00 -0.475 
SovX WE Index 148 +11 
S&P 500 1433 -0.57% 
Brent Oil^ 109.96 +0.16% 
Gold^ 1755 -0.33% 
10 yr Treasury^ 1.63 -4 bp 
ITX HiVol 211 +10 
ITX Sen Fin 210 +15 
ITX Sub Fin 351 +19 
CDX HiVol 193 -7 
CDX EM 224 +3 
ITX Japan 224 -5 
ITX Australia 161 -3 
ITX Asia XJ 142 -3 
Euro NonSov 169 +6 
Euro Corp 202 +6 
Euro BBB 313 +10 
Sterling NonGilt 218 +3 
Sterling Corp 271 +4 
Sterling BBB 397 +6 
WTI Oil^ 90.98 -1.07% 
Dollar Index^ 79.78 +0.15% 
EUR/USD^ 1.288 -0.39% 
DJ Stoxx 600 271 -1.83% 
NIKKEI 8902 -0.05% 
Hang Seng 20628 +0.49% 
VIX 16.81 +1.38 

^ - Change from previous day’s 05.30 GMT to 05:30 GMT.  
Levels as of 05:30 London time. European and US CDS indices above 
refer to ‘old’ off the run series 

 

Upcoming Events 
Release DB Prev Con 
Initial jobless 
claims (9/22) 380k 382k 375k 
Durable goods 
orders (Aug) -4.0% +4.1% -5.0% 
Real GDP (Final 
Q2) +1.7% +2.0% +1.7% 
Pending home 
sales (Aug) +1.0% +2.4% Unch 

Topical DB Publications 
Credit Strategy Weekly : Searching for yield in IG credit, 14th 
September 2012 
LT Asset Return Study: A Journey into the Unknown, 4th Sept 
2012   
Credit Strategy Weekly : Summer Session Preview: Key Events 
through September 
Credit Strategy Weekly : Credit Curve Relative Value, 20th July 
2012 
Credit Strategy Weekly : European HY capital structure relative 
value, 13th July 2012 
2012 Default Study : 5yrs of crisis - The default bark far worse 
than the bite..., 16th Apr 2012 
EMR 5yr Anniversary Special : Lessons from 5 years of crisis 
reporting, 2nd Mar 2012 
Credit Outlook 2012: Think the (even more) unthinkable...?, 12th 
December 2011  
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Two weeks after the QE3 announcement many assets have now dipped below 
levels seen prior to Bernanke's new liquidity injection including the S&P500, 
Crossover S17, Euro Stoxx 600, Spain’s IBEX and the EUR/USD cross. The fact 
that risk markets are struggling is partly due to the fact that markets rallied so 
much on good news prior to QE3 that they didn't have much more immediate 
room to rally after this last bit of 'good' news was out. The other reason is 
obviously Spain and we now enter a crucial 2-day period for the country after 10 
year yields yesterday rose above 6% for the first time since the ECB plan was 
unveiled on September 6th. Rajoy’s cabinet is due to meet in the morning to 
formally approve the 2013 budget followed by an official release which is 
expected at around 1-2pm London time. At the same time, the Spanish 
government is expected to unveil details of its “national reform plan” which many 
see as a “proto MoU”, paving the way for an official request for a bailout. Over 
the past 24 hours, Rajoy said that he hasn’t yet decided on whether to freeze 
inflation indexation of pensions, which will cost the state an additional EU6bn this 
year. Also, Reuters is reporting that Spain's 2013 budget will include a wage 
freeze for civil servants but would keep supplementary payments made to civil 
servants at periods such as Christmas, citing a trade union source. On Friday, 
Spain will release results of its independent banking stress tests (timing yet to be 
confirmed). 

Ahead of this, markets were weaker yesterday. The S&P500 shed 0.6%, its 7th 
loss in the past 8 trading days. Nine out of 10 industry sectors closed in the red, 
with only the defensive Utilities sector trading up. Homebuilders fared particularly 
poorly following an unexpected drop in new homes sales in the US (-0.3%mom vs 
+2.2% expected), although absolute sales numbers remain close to two-year 
highs. The only bright spot was in the credit space where the US IG benchmark 
managed to close 0.75bp tighter on the day after a late-session short squeeze. 
Providing some support to the market, Chicago Fed President Charles Evans, a 
FOMC voter next year, reiterated his support for the QE3 program, adding that the 
Fed should adopt more explicit unemployment targets to prevent a "lost decade" 
similar to that experienced by Japan. Evans said that the US economy would need 
to add 200-250k of jobs per month for “several, several months” before he would 
revisit his policy stance.  

Briefly recapping yesterday’s European moves, risk assets were bathed in red with 
the Stoxx 600 finishing down 1.8%. Spanish and Italian bourses finished 3.9% and 
3.3% weaker yesterday as images of protests in Madrid and Athens flashed 
across screens. The Bank of Spain suggesting that the Spanish economy had 
contracted at a “significant pace” in the third quarter didn't help. The previous 
day's joint statement from the German/Finnish and Dutch finance ministers  that 
the ESM can take direct responsibility of banking sector problems that occur under 
a common banking supervision framework, but "legacy assets should be under the 
responsibility of national authorities" also weighed on sentiment, although 
interpretations of the statement were varied. Austria’s finance minister sided with 
her northern European counterparts, agreeing that bank recaps should adhere to 
the “basic order of first using private capital, then national public capital and only 
as a last resort the ESM”. (Continued over the page) 
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Meanwhile, EC spokesman Olivier Bailly appeared to distance the European Commission 
from the statement saying that “Our position regarding breaking the vicious circle between 
banks and the sovereign is very clear…this should be done quickly” (WSJ).  

Elsewhere in Europe, Bundesbank President Weidmann reiterated that it was the job of 
governments to bridge Greek funding gaps and this role “is not to be filled by the central 
bank”. This followed yesterday’s comment from the Greek finance ministry that a EU13-15bn 
funding gap, if the country was granted a two-year extension to meet fiscal targets, could be 
bridged by rolling over bonds held by the ECB. On a similar vein, Reuters reported that the 
IMF has been pushing for a comprehensive restructuring of Greece's debt owed to official-
sector creditors including potential notional haircuts. This has reportedly exacerbated 
tensions with the EU and the ECB, who prefer giving Greece more time to meet bailout goals 
and are not willing to accept hair cuts at the moment.  

Moving to overnight markets, Asian bourses are trading with a better tone with the Hang 
Seng (+0.5%) and KOSPI (0.3%) trading up. The Shanghai Composite (+0.3%) recovered 
from the session’s earlier multi-year lows on news that the PBOC followed up yesterday’s 
record RMB290bn of liquidity injections with an additional RMB180bn today - taking the 
weekly net total to RMB365bn in reverse-repos and bill redemptions. On a more sobering 
note, the Chinese government released statistics showing that industrial profits were down 
6.2% from a year earlier in August, compared with -5.4% in July, the fastest pace of profit 
declines this year. The Nikkei (-0.1%) is underperforming on reports that Japanese car 
makers will slow production at Chinese facilities in response to slumping demand arising 
from the Sino-Japanese territorial dispute. On that note, Japanese PM Noda told media in 
New York that Japan will not compromise with China on the disputed Diaoyu/Senkaku islands. 

Looking at the day ahead, Spain’s budget and reform announcements will be the obvious 
focus. That aside, the Eurozone’s economic confidence indices, M3 and German 
unemployment are the key data points in Europe. The UK will print final GDP revisions today. 
Meanwhile, it will be a busy day in the US with durable goods orders, August pending home 
sales and initial jobless claims all scheduled before the US market open. However, all eyes 
will be on Madrid today. 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

For disclosures pertaining to recommendations or estimates made on a security mentioned in this report, please see 
the most recently published company report or visit our global disclosure look-up page on our website at 
http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the 
undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view in 
this report. Jim Reid/Colin Tan/Anthony Ip 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

2. Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent 
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at 
http://gm.db.com. 

3. Country-Specific Disclosures 

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the meaning of 
the Australian Corporations Act and New Zealand Financial Advisors Act respectively. 
Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is indirectly 
affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where at least one 
Brazil based analyst (identified by a phone number starting with +55 country code) has taken part in the preparation of this 
research report, the Brazil based analyst whose name appears first assumes primary responsibility for its content from a 
Brazilian regulatory perspective and for its compliance with CVM Instruction # 483. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at 
http://www.globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. 
Member of associations: JSDA, Type II Financial Instruments Firms Association, The Financial Futures Association of Japan, 
Japan Investment Advisers Association. This report is not meant to solicit the purchase of specific financial instruments or 
related services. We may charge commissions and fees for certain categories of investment advice, products and services. 
Recommended investment strategies, products and services carry the risk of losses to principal and other losses as a result of 
changes in market and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial 
products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation. 
"Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating agencies in Japan unless 
“Japan” or "Nippon" is specifically designated in the name of the entity. 
Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may from 
time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank may 
engage in transactions in a manner inconsistent with the views discussed herein. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 

Risks to Fixed Income Positions 
Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay 
fixed or variable interest rates. For an investor that is long fixed rate instruments (thus receiving these cash flows), increases in 
interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the 
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in 
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to 
receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets 
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency 
conversion, repatriation of profits and/or the liquidation of positions), and settlement issues related to local clearing houses are 
also important risk factors to be considered. The sensitivity of fixed income instruments to macroeconomic shocks may be 
mitigated by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates – these are 
common in emerging markets. It is important to note that the index fixings may -- by construction -- lag or mis-measure the 
actual move in the underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly 
important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate 
reference index) are exchanged for fixed coupons. It is also important to acknowledge that funding in a currency that differs 
from the currency in which the coupons to be received are denominated carries FX risk. Naturally, options on swaps 
(swaptions) also bear the risks typical to options in addition to the risks related to rates movements. 
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