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Monitor
US: ISM preview, August

e In July the US manufacturing ISM index declined moderately — for the third month in a

row. Though it fell less than expected, it still revealed weaker details, as both production B0 ARG
and new orders continued to deteriorate. Hence, the ‘new order’ vs. ‘inventories’ suggested - gg 5 ggnos '52_)5;
a further slowdown in the growth rate for manufacturing production in the pipeline. e 575 560 575

e The local surveys have been rather grim in August, particularly early on in the month as Bloomberg and Danske Markets

both Empire and Philly Fed figures dropped considerably. Overall the local surveys are
now signalling that the ISM will fall below 50 for the first time since late last year.

e Tomorrow we expect the ISM to continue its decline, landing at 53.6, as both forward

. . . . ; . Danske Markets’ ISM targets
looking details of the previous report and dropping local surveys, point downward. Since

our fundamentals based models point towards a somewhat weaker drop in ISM then the ISM ;%‘_jgy g‘?’o ;%I?O

local surveys we are left slightly above consensus of 53.0. Danske Markets

e In the coming months we expect the ISM to continue moving lower, as fundamentals
now suggest a further slowdown in manufacturing growth in H2 2010. As doubts spread,
of whether the labour market is able to recover sufficiently to drive a demand based Localindices
recovery, we expect ISM to reach a year-end level around 51.
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This month  Last month Change 1 mth Change 3 mths Change 6 mths 35 Localindices - weighte 35

Empire 499 520 vo22 Vv .44 vooae 30, ., . . . . . ... =

Philly Fed 459 50.7 Vv .48 Vv .68 v 113 00 01 02 03 04 05 06 07 08 09 10

Richmond 556 570 Vv .14 Vv .59 48

Dallas 483 479 05 v .79 v oo29 Source: Reuters Ecowin and Danske Markets

Kansas 47.1 523 v 52 Vv .48 ¥ -6.5

Chicago 538 57.1 v 33 Vv .30 v .16

Cincinnati 56.8 512 56 v .21 519

Milwaukee 61.5 622 Vv .08 Vv .01 5.2

Weighted 52.1 53.8 v 17 v 46 v .15

Actual ISM 555 Vv .49 v 29

Prices

Weighted 57.7 56.0 17 ¥ o102 v 70

Actual prices 575 05 ¥ 205 v .125

Source: Reuters Ecowin and Danske Markets
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Charts
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Tables

Local indices detailed
Empire Aug 10 Jul 10 Jun 10 May 10
Shipments -115 6.3 19.7 113
New Orders -2.7 10.1 175 143
Employment 14.3 79 124 224
Delivery time 0.0 -79 99 -6.6
Inventories 29 6.4 -12 1.3
ISM Weighted 506 54.6 616 58.5
Volatility adjusted 499 520 559 54.2
Philly Fed Aug 10 Jul 10 Jun 10 May 10
General business activity -45 40 14.2 158
New orders -7.1 -4.3 9.0 6.1
Number of employees -2.7 40 -15 3.2
Delivery time -110 -8.1 6.8 -12
Inventories -116 4.5 4.6 -79
ISM weighted 42.6 500 56.6 53.2
Volatility adjusted 459 50.7 549 52.7
Richmond Aug 10 Jul 10 Jun 10 May 10
Shipments 110 22.0 31.0 32.0
New orders 100 13.0 25.0 36.0
Employment 120 150 9.0 40
Vendor 80 4.0 170 140
Inventories 110 8.0 7.0 9.0
ISM weighted 604 624 67.8 69.0
Volatility adjusted 55.6 57.0 60.7 61.5

Source: Reuters Ecowin
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Localindices detailed (cont.)

Dallas
Production
Growth rate of orders
Number of employees
Delivery time
Finished goods inventaories
ISM weighted
Volatility adjusted

Kansas
Production index
VVolume of new orders
Number of employees
Delivery time
Inventories, finished goods
ISM weighted
Volatility adjusted

Chicago PMI
Production
New orders
Employment
Supplier deliveries
Inventories

ISM weighted

Volatility adjusted

Cincinnati
Production
New orders
Employment
Deliveries
Inventories

ISM weighted

Volatility adjusted

Milwaukee
Production
New orders
Blue collar employment
White collar employment
Deliveries
Inventories

ISM weighted

Volatility adjusted

Aug 10
6.1
-16.1
-50
-40
-8.2
446
48.3

Aug 10
0.0
-130
-20
3.0
20
48.0
47.1

Aug 10
576
55.0
555
612
48.5
552
53.8

Aug 10
38.0
360
14.0
-140
-21.0
106
56.8

Aug 10
74,0
660
630
600
320
57.0
58.1
615

Jul 10
-3.0
-20.2
4.0
-6.0
-7.0
436
479

Jul 10
140
90
50
0.0
0.0
556
523

Jul 10
65.0
64.6
56.6
594
508
593
57.1

Jul 10
20.0
170
130
-190
-240

14
512

Jul 10
63.0
69.0
650
56.0
290
66.0
58.7
622

Jun 10

7.7
-20
96
-29
-86
50.8
512

Jun 10
3.0
0.0
-10
5.0
10

516
49.6

Jun 10
64.2
59.1
54.2
60.7
46.5
56.9
55.2

Jun 10
34.0
23.0
20.0
-28.0
-30

9.2
559

Jun 10
67.0
690
620
560
280
63.0
572
604

May 10
285
120
204

64
-83
61.8

56.2

May 10
50
-20
1.0
150
6.0
550
519

May 10
61.0
62.7
49.2
65.1
564
589
56.8

May 10
43.0
430
23.0
-31.0
-8.0
140
588

May 10
74.0
710
630
530
240
640
58.2
61.6

Source: Reuters Ecowin
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Local price indices detailed

Empire

Philly

Richmond

Dallas

Kansas

Chicago

Cincinnati

Milwaukee

W eighted and volalitlity adjusted

Aug 10
200
29
2.2
20.2
140
57.2
61.2
63.1
57.7

Jul 10
254
64
1.6
10.1
140
58.1
614
58.1
56.0

Jun 10
27.2
-1.2
2.3
29.5
14.0
619
634
564

60.0

May 10
44.7
1.3
2.3
422
37.0
64.0
729
73.1
679

Source: Reuters Ecowin
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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. The authors of

this report are Peter Possing Andersen, Senior Analyst and Signe Roed Frederiksen, Senior Analyst.

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 overall
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.

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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