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Summary and outlook o
Key leading indicators to watch

e Global leading indicators continued to decline in August, showing further signs of
slowing growth in H2. On the upside, both Chinese and US PMIs indicated that the e« German factory orders: Sep 7

slowdown remains moderate, so we can still look to the manufacturing sector as a . OECD leadingindicators:

growth engine. Additionally, Europe has continued to surprise on the upside, with S
. . ; I, ep 13
Germany in particular looking strong. Commodity prices have recovered somewhat
but overall still point to a slowdown, as the levels continue to be fairly low. « German ZEW: Sep 14

e We expect a further gradual slowdown of leading indicators in H2 10 and there is an + Germanifo: Sep 24

increasing risk that global growth will slip below potential growth towards the end of o Euroflash PMI: Sep 21-24
the year. This points to continued high market volatility and downward pressure on US ISM/Global PMI: Oct 1
bond yields as declining leading indicators spur fears of a double-dip. ° /Gloha =05

Details

e Global PMI new orders fell again in August to 52.5, from 54.0 in July. This was the
fourth decline in a row. This still points to growth slightly above trend, but if the PMI
continues its decline, the slowdown is moving closer and closer.

e In the US, the ISM rose in August to 56.3, from 55.5. Our ISM model points to a gradual
decline over the coming months and we expect it to reach 50-51 by year-end.

e In Euroland, the PMIs indicate that the US and Asian slowdown is beginning to drag
down European growth. The ifo confirms that the German rebound is intact but, in spite of
the strong growth momentum, some of the more forward-looking indicators send a
warning of slowing ahead. Thus, except for the ifo Index, all major forward-looking
indicators are pointing downwards. Scandi leading indicators are slightly softer but
generally point to decent growth rates.

e Asia is sending mixed growth signals. The Chinese PMI showed some rebound in August,
after a visit below 50 in July. Japanese industrial production and the PMI have also
stagnated after several quarters of sharp increases. CEE indicators continue to indicate
strong growth rates, but some signs of a slowdown are also emerging. Activity in Brazil
has stagnated a bit, as the PMI continues to weaken and industrial production continues to

decline.
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Danske Markets’ ISM model Order-inventory balance vs. ISM
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Eurozone: Ifo expectations vs GDP PMI New orders vs. inventories balance
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UK and Switzerland

UK: PMlI on sectors

UK: Industrial orders vs. leading indicators
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Switzerland: KOF vs. GDP Switzerland: OECD leading indicator vs. industrial production
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Denmark: Manufacturing confidence vs GDP Denmark: Confidence indicators
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Norway: PMlI vs industrial production Norway: Manufacturing production vs. confidence
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Sweden: IP vs business surveys

Sweden: Leading indicator vs. activity index
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Finland: Confidence indicators vs industrial production Finland: Leading indicators vs. industrial production
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CEE: Manufacturing PMl orders CEE: Industrial production
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Russia: PMl vs. industrial production Ukraine: Industrial production
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China

Industrial production vs. PMI

Leading indicator vs. industrial production
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Other Asia

Asia: Industrial production

South Korea: Industrial production vs. exports
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Taiwan: Industrial production vs. exports Thailand: Industrial production and export
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Brazil: Industrial production Mexico: Industrial production vs. PMI
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Disclosure

This research 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. [Name of the
analysts], [title of the analysts].

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. Danske Bank Research departments are organised independently from and do not
report to other Danske Bank business areas. 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 debt 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 research report
Calculations and presentations in this research report are based on standard econometric tools and methodology
as well as publicly available statistics for each individual security, issuer and/or country. Documentation can be

obtained from the authors upon request.

Risk warning
Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis

of relevant assumptions, are stated throughout the text.

First date of publication
Please see the front page of this research report for the first date of publication. Price-related data is calculated

using the closing price from the day before publication.

Disclaimer

This publication has been prepared by Danske Markets for information purposes only. It has been prepared
independently, solely from publicly available information and does not take into account the views of Danske
Bank’s internal credit department. It is not an offer or solicitation of any offer to purchase or sell any financial
instrument. Whilst reasonable care has been taken to ensure that its contents 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 affiliates or staff may perform services for, solicit business from, hold long or
short positions in, or otherwise be interested in the investments (including derivatives), of any issuer mentioned
herein. The Equity and Corporate Bonds analysts are not permitted to invest in securities under coverage in their
research sector. This publication is not intended for retail customers in the UK or any person in the US. Danske
Markets is a division of Danske Bank A/S. Danske Bank A/S is authorized by the Danish Financial Supervisory
Authority and is subject to provisions of relevant regulators in all other jurisdictions where Danske Bank A/S
conducts operations. Moreover Danske Bank A/S is subject to limited regulation by the Financial Services
Authority (UK). Details on the extent of our regulation by the Financial Services Authority are available from us
on request. Copyright (C) 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.

Research reports must be submitted through Auerbach Grayson & Company Inc., a US registered broker-dealer,

with whom Danske Markets has entered into a chaperone agreement.

This publication has been prepared by the correspondent of Auerbach Grayson & Company Incorporated
(“AGC”) named above on the date listed above.

We are distributing this publication 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.
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