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Indicative Swap Rates

£ € $
Today 1 week ago Today 1 week ago Today 1 week ago
OFFICIAL RATE 0.50% 0.50% 1.00% 1.00% 0.25% 0.25%
3 MONTH LIBOR 0.86%* 0.89% 0.84%* 0.86% 0.46%* 0.48%
6 MONTH LIBOR 1.07%* 1.10% 1.12%* 1.13% 0.91%* 0.93%
12 MONTH LIBOR 1.39%* 1.42% 1.33%* 1.35% 1.51%* 1.50%
2 YEAR 2.30% 2.25% 2.03% 1.82% 1.78% 1.59%
3 YEAR 3.03% 2.99% 2.48% 2.28% 2.45% 2.24%
5 YEAR 3.74% 3.70% 3.02% 2.84% 3.32% 3.04%
7 YEAR 4.04% 4.02% 3.36% 3.21% 3.82% 3.52%
10 YEAR 4.26% 4.25% 3.68% 3.56% 4.21% 3.89%
20 YEAR 4.48% 4.50% 4.16% 4.09% 4.55% 4.26%
30 YEAR 4.30% 4.34% 4.05% 4.00% 4.60% 4.31%

Rate quotes taken from the inter-bank mid-market.
Swap rate quote conventions - UK: Semi, Actual/365 vs. 6M Libor  Euro: Annually, 30/360 vs. 6M Libor US: Annually, Actual/360 vs. 3M Libor
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Market Levels

Today 1 week ago —— GBPUSD (RHS)
GBP/USD 1.6672 1.6929
GBP/EUR 1.1746 1.1747 = GBPEUR(LHS)
EUR/USD 1.4193 L4412 10
GBP/JPY 162.08 161.27 140l ] 500
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FTSE 100 4731.6 4608.4
Euro Stoxx 50 2706.2 2638.1
*S&P 500 1010.5 987.5
**Nikkei 225 10524.3 10352.5
Gold ($/0z) 954.8 956.8 .
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Economics & Interest Rates: After last week's
European central bank announcements, attention turns
to Wednesday's US FOMC meeting. We expect an
unchanged 0-0.25% federal funds target range and for
the policy statement to reiterate that this is likely to
continue for an extended period. The statement may
also touch on the exit strategy from QE, although the
guestion of timing is likely to remain open. The Bank of
Japan also announces its policy decision, amid signs
that economic conditions have stopped deteriorating.
Elsewhere, Wednesday’s UK Inflation Report provides
an opportunity for Governor Mervyn King to shed
further light on the Bank’s decision to increase the size
of its QE-related asset purchases. In the eurozone, the
main data release is preliminary Q2 GDP, scheduled
for Thursday.

The Bank of England’s August Inflation Report is
published on Wednesday. At the press conference,
Governor Mervyn King is likely provide more colour on
last week’s decision to extend the Bank’'s programme
of asset purchases by £50bn, to £175bn. Mr. King has
noted that, among other things, a boost from the stock
cycle should support the short-term outlook for
economic activity. Recent business surveys tend to
support this view. But, as in May, we think Mr. King will
continue to stress downside risks to activity, notably
impaired credit provision to households and firms. Also
on Wednesday, the UK publishes latest labour market
data, where we anticipate a further rise in
unemployment (of 30k on the claimant count measure).
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The US sees a host of economic data releases this week,
although events will be dominated by Wednesday's FOMC
meeting. We look for the target range for the federal funds
rate to remain at 0-0.25% and, based on Chairman Ben
Bernanke’s testimony to Congress recently, this policy
stance is likely to extend well into next year. On balance,
recent economic indicators have been positive, underlining
the Fed's central view that the pace of economic
contraction is slowing. However, the Fed is likely to remain
cautious on the prospects for economic recovery, recent
optimism in financial markets notwithstanding. Among the
data highlights is July’s CPI published on Friday, where we
look for the “core” annual rate to fall to 1.6%, reflecting
high levels of spare capacity. On the “headline” measure,
we expect an annual CPI rate of —2.0%, as the peak in oil
prices reached in July 2008, falls from the annual
comparison.

In the eurozone, Thursday’s preliminary Q2 GDP data
provide the main focus. Italy’'s GDP figures have already
been published, showing a slower (0.5%) pace of quarter-
on-quarter contraction, versus a 2.7% fall in Q1. This
week’s GDP data from Germany and France are also
expected to show meaningful improvements. These are
likely to show up in a slower pace of decline in fixed
investment, a weaker drag from net exports and some
possible stock-building. For the eurozone as a whole, we
look for a 0.4% quarter-on-quarter fall in Q2 GDP, yielding
an annual contraction of 5.0%. Beyond this, euro area
industrial production, along with final July CPI data, are
also due for release.

Key Economic Releases This Week

Date Time Cntry Release/Event Period Forecast Consensus Previous
12-Aug 09.30 UK | Change in Unemployment Jul 30.0k 26.0k 23.8k
12-Aug 09.30 UK | Claimant Count Rate Jul 4.9 4.9 4.8
12-Aug 10.30 UK | BoE Quarterly Inflation Report - - - -
12-Aug 13.30 US | Trade Balance Jun -$28.5bn -$28.5bn -$26.0bn
12-Aug 19.15 US | FOMC Interest Rate Decision Aug 0.0-0.25 0.0-0.25 0.0-0.25
13-Aug 10.00 | EUR | GDP aQ2 -0.4 (-5.0) | -0.4 (-5.0) -2.5 (-4.9)
13-Aug 13.30 US | Retail Sales ex-autos Jul 0.2 0.1 0.3
14-Aug 10.00 | EUR | CPI Jul -0.6 (-0.6) -0.6 (-0.6) 0.2 (-0.6)
14-Aug 13.30 Us | CPI Jul 0.0 (-2.0) 0.0 (-2.0) 0.7 (-1.4)

Annual rates shown in brackets. Consensus figures taken from
Bloomberg poll
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