
continued on next page

Keene’s
Corner-2365.2 

-454.3 

-222.2 

-954.1 

-232.7 

-281.0 

-126.8 

-290.2 

-2,349.0 

-456.0 

-222.0 

-955.7 

-235.5 

-281.1 

-126.5 

-289.7 

-2500 -2000 -1500 -1000 -500 0

Greece

Ireland

Italy

Portugal

Spain

Belgium

France

Europe
10Y Spread Distance From
Highs (Yesterday)
10Y Spread Distance From
Highs (Today)

economic-events calendar
TIME

data reports (new york time)

TIME EVENT SurVEy AcTuAl PrIOr

morning video

Fed Adopts ‘Evans rule’ linking Stimulus to Jobs, Inflation 

8:00 CL IMF Director Lagarde Speaks in Chile
14:00  GE ECB’s Praet Speaks at Joint Conf. with IMF
21:00  UK BOE’s Weale Speaks in New Zealand
22:00  CL Latin American FM’s Meet With IDB, IMF
12/14  EC ECB Publishes Financial Stability Review
12/14  US Fed Open Mtg. on Foreign Bank Standards

8:30 US Advance Retail Sales 0.50% - -0.30%

8:30 US Retail Sales Less Autos 0.00% - 0.00%

8:30 US Retail Sales Ex A&G 0.30% - -0.30%

8:30 US Control Group 0.30% - -0.10%

8:30 US PPI (MoM) -0.50% - -0.20%

8:30 US PPI Ex F&E (MoM) 0.10% - -0.20%

8:30 US PPI (YoY) 1.80% - 2.30%

8:30 US PPI Ex F&E (YoY) 2.20% - 2.10%

8:30 US Initial Jobless Claims 369K - 370K

8:30 US Continuing Claims 3210K - 3205K

8:30 CA New Home Pr.s (YoY) 2.30% - 2.40%

8:30 CA New Home Pr. (MoM) 0.20% - 0.20%

8:30 CA Capacity Utilization 80.50% - 81.00%

9:45 US BB Consumer Comfort - - -33.8

10:00 US Business Inventories 0.30% - 0.70%

18:50 JN Tankan Lg. Mfg. Index -10 - -3

18:50 JN Tankan Non-Mfg. 5 - 8

Bloomberg economist Joseph Brusuelas  
previews the day’s economics data releases.

http://www.youtube.com/bloombergbrief

 ■ WHAT TO WATCH: Retail sales in the U.S. probably climbed 
in November on rebounding demand for automobiles, 8:30 
a.m. U.S. producer prices probably fell 0.5 percent after a 0.2 
percent drop the prior month, 8:30 a.m. European finance 
ministers agreed to put the ECB in charge of all euro-area 

lenders. Chile will probably leave its key interest rate unchanged at 5 percent for the 11th 
straight month, 4 p.m. IMF Managing Director Christine Lagarde speaks in Chile, 8:30 
a.m. The Swiss central bank pledged to uphold its 15-month defense of the franc. The 
Philippines kept its benchmark borrowing rate at 3.5 percent.

 ■ ECOnOmiCS: U.S. jobless claims, 8:30 a.m. Bloomberg U.S. weekly consumer 
comfort index, 9:45 a.m. U.S. business inventories may have grown 0.4 percent in 
October, compared with a 0.7 percent gain a month prior, 10 a.m. Spain sold 2.02 billion 
euros ($2.64 billion) of debt as the Treasury seeks a funding buffer for next year.

 ■ gOvERnmEnT: Euro-region finance ministers are set to approve a 34.4 billion-
euro ($45 billion) loan disbursement to Greece after German Chancellor Angela merkel 
endorsed the country’s debt-reduction efforts.

 ■ mARkETS: The yen dropped to a more than eight-month low. South korea’s won 
strengthened to a 15-month high. Commodities declined. Treasury 30-year yields 
climbed to the highest level in five weeks. german bunds erased a decline. U.S. stock 
futures declined, indicating the S&P 500 Index will retreat from a seven-week high.

DayBOOk: 

anthony Richardson

ira Jersey of Credit Suisse on negative 
real bond yields

10Y spreads: distance From HigHs

Big Picture: COMMENTaRy By JOSEPh BRuSuElaS, BlOOMBERG ECONOMIST

ties backed by mortgages.
The policy shift carries significant impli-

cations for the size of the Fed’s balance 
sheet and affects how long its intervention 
in markets will persist. Federal Reserve 
Chairman Ben S. Bernanke faces the 
possibility that the central bank’s interven-
tion may last past 2015 while its balance 
sheet will grow larger should the economy 
continue along its 2.2 percent growth path, 
below the Fed’s forecasted long-term 
expansion rate of 2.5 percent.

The Federal Reserve’s decision to link 
the outlook for interest rates to unemploy-
ment and inflation targets for the first time 
means that its balance sheet may expand 
by about 75 percent to $5 trillion in the 
next few years.

as it implemented the “Evans Rule,” 
which argues that monetary policy 
shouldn’t be tightened until the economy 
heals past predetermined thresholds, the 
central bank said it will buy $45 billion a 
month of Treasuries starting next month, in 
addition to purchasing $40 billion of securi-

u.S. retail Sales, PPI, EcB Oversight, Greek Deal 
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Taylor Rule & Evans Rule Estimates of Fed Funds Rates 

Source: Bloomberg USFEDL01, PCE CYOY,  USURTOT INDEX<GO> 

Taylor Rule 
Estimates 

Evans Rule 
Estimates  

Fed Funds Rate 

0.00

200.00

400.00

600.00

800.00

1000.00

1200.00

1400.00

-25

-20

-15

-10

-5

0

5

10

2008 2009 2010 2011 2012

In
de

x 

U.S. Housing Prices and Fed Purchases of Agency Bonds 
Fed Holdings of Agency & MBS Debt
Case-Shiller Home Price Index
FHFA Home Price Index

Source: Bloomberg SPCS20Y%, HPIMYOY% INDEX<GO> 

80 

100 

120 

140 

160 

180 

Jan-12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-12 Aug-12 Sep-12 Oct-12 Nov-12 Dec-12 

Ba
sis

 P
oi

nt
s 

Mortgage Backed Primary-Secondary Spread 

Mortgage Backed Primary-Secondary Spread 

Fed MBS Purchase Program Starts 

Source: Bloomberg ILM3NAVG, MTGEFNCL INDEX<GO> 

The Evans Rule indicates that interest 
rates should currently be close to minus 
480 basis points. Since the policy rate 
cannot breach the zero bound, each 100 
basis points is roughly equal to $1 trillion 
in assets added to the balance sheet. 
If the Fed had implemented the Evans 
Rule at the outset of the crisis in 2008, 
its balance sheet probably would have 
expanded to $7.5 trillion in mid-2009. The 
Fed’s balance sheet would have reached 
$4.8 trillion if this policy persisted from 
2008 to today, in contrast with the current 
$2.84 trillion.

If the Fed were to continue buying as-
sets at the current pace until the end of 
2015, its balance sheet would grow by 
about $3 trillion. Should the economy 
slip into a recession caused by a fiscal or 
external shock, the size of the balance 
sheet might grow much larger.

The central bank’s guidance indi-
cates that average population growth 
has slowed to 0.5 percent from about 
1 percent. at the current pace of job 
growth near 150,000 a month, investors 
should expect the Fed’s intervention in 
asset markets to last at least two years. 
Slightly faster population growth or an 
increase in the labor-force participation 
rate may mean that asset purchases 
persist much longer. 

The mortgage-backed primary-second-
ary spread that is targeted by the $40 
billion in MBS purchases has moved 
sideways since mid-October. It remains 
about 100 basis points above where it 
was prior to the financial crisis in 2008. 
This suggests the Fed has much work to 
do to ease broader financial conditions for 
housing and the economy.

The shift that the Fed has implemented 
by adopting an enhanced communica-
tions policy and unemployment target is 
appropriate for an economy that is peril-
ously close to being ensnared in a liquid-
ity trap. If the economy improves while the 
jobless rate falls faster than the current 
trend, this would cause the Fed to pull 
back on its policy of $85 billion a month in 
asset purchases. 

Given liquidity constraints, the slow 
pace of growth and significant labor slack, 
the Fed will probably continue along its 
current policy path past 2015.

Big Picture
continued from page 1 

JOSEPh BRuSuElaS
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HOW CAN A FINANCIAL INSTITUTION AVOID GETTING BLINDSIDED?

Unforeseen risk is everywhere. You can find it within an organization or throughout the global economy. 
That’s why more companies are turning to Certified Financial Risk Managers. Every FRM® has mastered  
the specialized knowledge that’s sought after by banks, consultancies, corporations, and asset management 
firms. No one is better qualified to handle the complexities of credit, market, and operational risks. If you 
want to help companies improve their financial vision, take the first step by earning your FRM certification. 
Visit the Global Association of Risk Professionals (GARP) at garp.org/frm. 
Early registration for the May 2013 FRM Exam ends January 31.
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OVErNIGhT
By BlOOMBERG NEwS
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Greek unemployment rate Increases to record high

Greece’s unemployment rate rose to a new record above of 24.8 percent in the third quarter, as the 
country heads into a sixth year of recession. The economy will shrink as much as 4.5 percent next 
year and unemployment is seen at over 26 percent in 2013 and 2014, the athens-based Bank of 
Greece predicted on Dec. 3. — Niraj Shah, Bloomberg Economist

euroPe

 ■ Swiss producer and import prices 
advanced 1.2 percent in November from 
a year ago, after climbing an annual 0.4 
percent in October, the Federal Statistics 
Office said today. Economists forecast a 
gain of 1 percent. Prices were unchanged 
in the month.

 ■ Spain’s core inflation rate dropped in 
November from a four-year high. annual 
core inflation, which excludes energy and 
fresh food prices, fell to 2.3 percent from 
2.5 percent a month earlier, the National 
Statistics Institute said today. underlying 
prices rose 0.2 percent from October.

 ■ Sweden’s unemployment rate 
increased to 7.5 percent in November 
from 7.1 percent in the previous month. 
adjusted for seasonal variations, the rate 
was 8.1 percent, compared with 7.7 per-
cent in October. 

 ■ Dutch retail sales declined 0.1 percent 
in October from a year earlier, after falling 
a revised 0.2 percent in September.

AsiA

 ■ The Philippines kept its benchmark 
rate at 3.5 percent, according to a central 
bank statement today. The decision was 
predicted by all 14 economists surveyed.

 ■ Australia’s consumer-inflation 
expectations climbed 1.8 percent this 
month from November, when they gained 
2.2 percent.

 ■ Hong kong’s industrial output 
declined 0.1 percent in the third quarter 
from the same period a year earlier. This 
compared with a 2.9 percent fall in the 
second quarter.

 ■ The Bank of korea held the bench-
mark seven-day repurchase rate at 2.75 
percent after 25 basis-point cuts in July 
and October, the central bank said in a 
statement today. Fourteen of 15 econo-
mists surveyed by Bloomberg News 
predicted the decision and one forecast a 
25 basis-point reduction.

A Bank for international Settlements working paper takes a look at sys-
tematic monetary policy and the forward premium puzzle (the tendency of high 
interest-rate currencies to appreciate – violating uncovered Interest Parity (uIP)).  
“Our key finding is that only a forward-looking rule based on CPI inflation can 
account for frequently observed strong uIP violations.”
http://goo.gl/pshOL

An imF working paper studies corporate performance in the aftermath of 
the global crisis by examining 6,581 manufacturing firms in 48 developed and 
developing countries in 2010. “Based on a cross-sectional analysis, the results 
show that pre-crisis leverage and short-term debt have had negative effects on 
the speed of the recovery, while asset tangibility has had positive effects. The 
negative effect of leverage is non-linear, being particularly strong in firms with 
high pre-crisis leverage.”
http://goo.gl/Z0cHg

konstantin Wacker, formerly of the imF, writing at Economonitor, says surges 
in international capital flows pose serious macroeconomic challenges to policy 
makers in many economies, especially emerging and developing countries.  
http://goo.gl/PSGXM

Around the weB  New research and commentary on the web

The Web’s best Economics Blogs are on Bloomberg. Click {STNI BESTEcoNomIcSBlogS <go>}
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FACE OFFMArkET cAllS
By BlOOMBERG NEwS

Jim vogel, head of agency-debt research 
at FTN Financial, said the Federal Re-
serve may have to accelerate purchases 
of newly issued Treasuries as primary 
dealers’ willingness to sell ebbs. “Given 
the maturity distribution breakdown — 
designed to mimic net duration of” nine 
years of Operation Twist — the Fed may 
have to buy more current coupons than in 
Twist, he said.

ilan Solot, a strategist at Brown Brothers 
harriman, said the euro will rise to 287 
hungarian forints by the end of the first 
quarter before ending 2013 at 295 forints 
as the country’s central bank lowers inter-
est rates. “we forecast several more cuts 
by the hungarian central bank beyond the 
25 basis points already priced in for the 
Dec. 18 meeting,” he said.

Richard Adcock, head of fixed-income 
technical strategy at uBS, said the euro 

may strengthen against the dollar to 
$1.3490, its highest level since Dec. 2, 
2011, if it closes the week above $1.30. 
“you have a controlled uptrend and 
momentum is turning up,” he said. “The 
market is saying that the correction con-
solidation phase is ending and we’re now 
set to resume a bullish trend.”

Junko nishioka, chief economist at RBS 
Securities Japan, said Japan’s current 
program of unlimited lending to banks will 
have a “limited” impact on the country’s 
economy. “we have to have companies 
take risks and that will take a visible re-
covery in the global economy,” he said.

Xiang nan, an analyst at CITICS Futures, 
said the Federal Reserve’s easy monetary 
policy will support higher gold prices in the 
long term. “we view a drop below $1,700 
as a good buying opportunity,” he said.

Shinji kunibe, chief portfolio manager for 
fixed-income investment in Tokyo at Nis-
say asset Management, said inflation in 
the u.S. is likely to remain low, while the 
Fed’s purchases of government debt will 
“support the Treasuries market.”

David Cui, chief China strategist at Bank 
of america, sees the Shanghai Compos-
ite Index declining next year. 

Jim O’Sullivan of High Frequency 
Economics forecasts producer prices 
declined 0.7 percent in November after 
declining 0.2 percent in October. 

Tom Porcelli of RBC Capital markets 
predicts a decline of 0.4 percent. The 
median Bloomberg survey forecast is for 
a decline of 0.5 percent.

Fed’s Policy Shift Takes ‘Five cs’ Approach to Alleviating liquidity Trap
The Federal Reserve’s monetary policy 

shifts since the onset of the global finan-
cial crisis have integrated the “balance 
sheet” approach favored by Fed Chair-
man Ben Bernanke with an approach 
favored by Columbia university econo-
mist Michael woodford and economist 
Paul krugman, which emphasizes policy 
aimed at alleviating a liquidity trap.

The adoption of a unemployment  rate 
target is another step in the direction of 
crafting an enhanced communication policy.

Contemporary monetary policy is best 
understood as consistent with the new 
“Five C’s” of monetary policy:

1. Communications – using the signal-
ing channel to shape expectations over the 
path of rate policy. The use of forward guid-
ance to shape expectations of rate policy is 
key, especially once short-term rates run up 
against the constraint of the zero boundary. 

2. Commitment – a willingness to keep 
accommodative policies in place well past 
the point when the economy moves back 
toward its long-term growth trend and unem-
ployment declines in line with the Fed’s as-
sessment of full employment. This has been 
a staple of recent Fed policy statements and 
is key to understanding the trajectory of Fed 
policy over the next few years.

3. Conditionality – the central bank 
must convince the public that it intends to 
remain accommodative, even to the point 
of tying the evolution of policy to explicit 
developments in inflation and unemploy-
ment. This is now being referred to as 
an “Evans Rule”; that is, keeping rates 
effectively at zero until the unemployment 
rate falls below 6.5 percent or the inflation 
rate rises above 2.5 percent.

4. Composition – the use of the bal-
ance sheet tool to influence long-term 
rates, and variation in employment, infla-
tion and output absent any change in the 
overnight rate target. Policy makers will 
probably continue to rely upon Treasury 
purchases to complement the communi-
cations policy even given the open-ended 
nature of the Fed’s current mortgage-
backed securities purchase program. 

5. Credibility – assurance that now 
that these policies have been put in 
place, the Fed will not deviate from 
them and begin the move back toward 
a treasuries-only balance sheet, even if 
the economy were to begin moving back 
toward its longterm potential.

— Joseph Brusuelas, Bloomberg Economist

:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::SUBSCRIBE TO BLOOMBERG BRIEF
FOR THE LATEST NEWS, INFORMATION, ANALYSIS AND COMMENTARY.
DELIVERED TO YOUR INBOX EVERY MORNING.
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New Jersey has more shopping per 
square mile than any other state – es-
pecially for clothing, toys, electronics, 
hardware and jewelry stores. Gift and 
souvenir stores abound in second-ranked 
Rhode Island. Massachusetts, home of 
harvard and 121 other colleges, has the 
most bookstores per square mile.

States With Most retail Stores Per Square Mile

BlOOMBErG rANkINGS 

Rank /
Last 

month’s 
Rank  

FoRecasteR FiRm scoRe
novembeR 
 FoRecast 

as oF  
Dec. 13

— Kevin Depew

Top Forecasters of Advance retail Sales
avery Shenfeld of CIBC world Markets 

is the top-ranked forecaster of advance 
retail sales, moving up from fourth place 
a month ago. Shenfeld predicts retail 
sales in November increased 0.4 percent.

among the top 10 ranked forecasters, 
the median forecast is also 0.4 percent, 

slightly more pessimistic than the overall 
median Bloomberg consensus forecast of 
0.5 percent. 

according to Bloomberg economist 
Joseph Brusuelas, investors may see a 
solid rebound in retail sales primarily due 
to the 15.46 million annualized pace of 

total vehicle sales during the month. “Tra-
ditional holiday sales will be a factor, as 
will a surge in retail sales excluding au-
tos, gas and building materials following 
the disruption of consumption patterns in 
a good part of the Northeast due to hur-
ricane Sandy,” Brusuelas said.

METhODOlOGy
For this monthly indicator Bloomberg considers 
two years of data with a forecast minimum during 
the period of 15 out of 24 forecasts, a consecu-
tive forecast minimum of two within the last six 
months, and at least one forecast in the last three 
periods.   More than 60 forecasters were ranked.  
In the case of a tie of two or more economists the 
listings are alphabetical by firm name.   Bloomberg 
assigns a score between 0 and 100 to economists 
reflecting the accuracy of their historical forecasts. 
Economists with lower forecast errors relative to 
other economists would receive higher scores, and 
vice versa. a “Z-score”-based statistical model is 
employed to calculate the probability of the forecast 
error. The score is then equated to the probability 
of the forecast error being larger than the observed 
error for the given economist.   More information on 
Calculation Methodology (Z-score-based) may be 
found on the Bloomberg Professional Service on the 
ECOS help page under Calculations.* Perfect forecast  Source: Bloomberg

Ranking is as of December 1, 2012, for the two years ending October 2012.  Please note italicized 
names indicate the forecast was submitted unattributed. The individual identified is the chief econo-
mist for the firm.

1 / 4 Avery Shenfeld CIBC World Markets Inc. 65.11 0.4%
2 / 3 Ryan Wang HSBC Securities USA Inc. 64.01 0.5%
3 / 8 Neal Soss* Credit Suisse Holdings USA 63.67 0.5%
4 / 6 Michael Carey* Credit Agricole CIB 63.31 0.5%
5 / 1 Russell Price Ameriprise Financial Inc. 63.05 0.2%
6 / 2 Ward McCarthy Jefferies & Co. 63.02 0.4%
7 / 5 Gregorio De Felice Intesa Sanpaolo SpA 61.26 0.3%
8 / - Peter de Bruin / Maritza Cabezas ABN Amro Bank NV 60.61 0.5%
9 / 9 Raymond Stone Stone & McCarthy Research 60.12 0.4%
10 / 7 Aaron Smith / Ryan Sweet Moody’s Analytics Inc. 59.94 0.5%
Median (All 74 Qualified Economists)   0.5%
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Base Effects to Allow Stronger 2013 Growth 

china’s Growth Momentum likely to Peak Soon

It has been a confusing week for watchers 
of Chinese data. we had a great start, fol-
lowed by a descent toward disappointments.

The first releases revealed an accel-
eration of real retail sales and industrial 
output in November, which indicates se-
quential GDP growth will accelerate again 
this quarter and that year-on-year GDP 
growth will rebound to close to 8 percent. 
Such an outcome would mean expan-
sion of 7.7 percent for 2012 – above the 
government’s target and finally dispelling 
hard-landing concerns.   

Subsequent releases were underwhelm-
ing, though, casting doubt on the sustain-
ability of the current pace of growth.

Month-on-month growth rate of fixed-
asset investment plunged, in line with 
comments from the new leadership of 
the Communist Party that stated growth 
should be rebalanced toward consump-
tion. Still, the overall potential of the 
economy will be limited if capital spend-
ing – which has the largest share in 
GDP – slows. It seems infrastructure 
spending projects announced this year 
will be implemented only gradually over 
an extended period of time, preventing a 
spike in growth.

weaker investment growth was ex-
plained later in the week by data on social 
financing, which showed a further sharp 
slowdown, including a poor performance 
of CNy bank lending, which shrank. The 
limited availability of social financing may 
restrict growth of the economy, especially 
capital spending, going forward.

Government spending also decelerated 
as policy makers seem content enough 
with the current pace of expansion to 
gradually reduce fiscal stimulus.

In addition, imports contracted, a sign 
that domestic demand is not too buoyant. 

admittedly, commodity prices fell, and 
total imports in uSD value terms would 
have increased were it not for this fac-
tor. Even so, import volume of eight key 
commodities, including steel products, 
copper and aluminum, showed a deeper 
contraction. Export growth was also weak, 
suggesting poor external demand.

In light of such data, it is not surprising 
that average manufacturing PMI, though 
recovering, remains at a low level, while 

its non-manufacturing equivalent is the 
weakest in more than a year and contin-
ues to trend down.

To make matters worse, the rebound 
in CPI inflation, which began in Novem-
ber, is likely to continue next year. as a 
result, we expect the People’s Bank of 
China to raise interest rates twice, by 25 
basis points each time. we also see a 
central bank liquidity policy that is aimed 
at higher money market rates to control 
inflation expectations.

while such a policy outlook and data 

point to the economic cycle peaking soon, 
the big picture is that China has avoided 
a hard landing and has engineered a 
gradual rebound of its growth, starting in 
the second quarter of this year. 

annual growth rates should gradually 
decline to the lower end of the potential 
growth range of 7 percent to 8.5 percent 
and then slowly decelerate further as 
economic restructuring puts the country 
on a sustainable growth path.

Dariusz Kowalczyk is a senior economist at  
Credit Agricole in Hong Kong

chINA WATch Guest commentary by Dariusz KowalczyK of creDit aGricole
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ANALYZE FX CARRY TRADES

Housing Unemployment

lONDON’S EcONOMy niraj shah, bloomberG economist

Populationgrowth

The economy of london, the second most competitive city in the world after New york, according to the Economist Intelligence unit, 
may be decoupling from the rest of the u.k. at an accelerating pace. while the nation may be on the brink of a triple-dip recession, the 
capital’s output and house prices appear to be rising while the unemployment rate has improved over the year. In previous recessions, 
london has been hit harder than the rest of the country.

london may also be growing faster in nominal terms as the number of 
residents surged by 1 million, or 14 percent, between 2001 and 2011, 
according to the latest census figures. The population of Inner london 
increased 17 percent to 3.23 million while that of Outer london rose 
12 percent to 4.94 million. That compares with an 8 percent increase in 
England and wales. about 37.7 percent of londoners have degree-level 
qualifications compared with 27.2 percent across the country. 

london’s jobless rate fell more than 1 percentage point this year to 9 
percent in September. Only northeastern England performed better. The 
Olympics helped and the Crossrail project may benefit london GDP by 
1.4 billion pounds a year until 2018, the Greater london authority esti-
mates. The retail sector held up better in london with a shop vacancy rate 
of 12.7 per cent, compared with 18.5 percent in wales, the Midlands and 
the North, figures from consulting firm local Data Company show.

house prices in london were on average 7.9 percent higher than the 
national average in 2010, the statistics office says. about 48 percent of 
households in london owned their property in 2011 compared with a 
national average of 64 percent. In inner london, the number renting - 29.2 
percent - exceeds the number with mortgages - 19.4 percent. london 
property prices may continue to outperform, given house-building fell 4 
percent between 2001 and 2011.

The Eu lists the British capital as the most prosperous of 271 recognized 
regions, generating one-fifth more wealth than its nearest rival, luxem-
bourg. london contributes about 21 percent of u.k. growth, measured by 
gross value added. The largest GVa is generated in west Inner london 
at 111,519 pounds a year, compared with 34,000 for East Inner london. 
Output per head in the city averaged 35,638 pounds, 14,765 pounds more 
than the u.k. average.
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1D YTD YoY 30D FORWARD LAST 1D CHG YTD YoY 30D 5Y
%Chg %Chg %Chg Chart PE 12M YIELD BPS BPS BPS CHART CDS

MXCA Index Canada 1554.1 0.5% 3.5% 5.2% 12.7            GCAN10YR Index Canada 1.76% 2.9 -18.2 -25.1
MXUS Index U.S. 1363.6 0.0% 13.7% 16.6% 12.8            USGG10YR Index US 1.69% -1.3 -19.1 -28.0 37.2

MXAR Index Argentina 1196.2 2.0% -41.6% -42.1% 3.3               Argentina 1489.8
MXBR Index Brazil 2654.9 -0.4% -6.1% -7.3% 9.8               GEBR5Y Index *Brazil (5Y) 8.57% -8.1 -250.3 107.6
MXCL Index Chile 2382.0 0.9% 5.0% 4.7% 15.4            COGR10Y Index Colombia 5.88% 9.0 -172.0 -172.0 94.5
MXCO Index Colombia 1319.3 0.6% 27.6% 27.3% 15.1            GMXN10YR Index Mexico 5.43% 0.3 -107.7 -109.0 93.7
MXMX Index Mexico 7149.4 0.1% 27.6% 24.8% 16.8            
MXPE Index Peru 1563.5 0.6% 13.0% 16.2% 11.5            

GAGB10YR Index Austria 1.71% -1.2 -119.0 -142.3 41.0
MXAT Index Austria 110.3 0.0% 18.7% 26.5% 9.9               GBGB10YR Index Belgium 2.11% -1.7 -198.2 -237.5 78.6
MXBE Index Belgium 62.5 -0.1% 34.0% 39.1% 13.8            CZGB10YR Index Czech Rep. 1.96% -2.8 -163.4 -189.6 66.6
MXCZ Index Czech Rep. 284.6 -0.5% -9.5% -5.5% 9.8               GDGB10YR Index Denmark 1.06% 0.5 -62.2 -93.5 29.9
MXDK Index Denmark 4503.6 -0.2% 29.1% 31.8% 15.3            GFIN10YR Index Finland 1.55% -1.9 -76.4 -97.2 28.7
MXFI Index Finland 74.1 -0.6% 9.0% 11.9% 15.2            GFRN10 Index France 1.95% -2.1 -119.8 -131.5 85.7
MXFR Index France 102.0 -0.1% 16.3% 19.6% 10.7            GDBR10 Index Germany 1.32% -1.7 -51.1 -71.0 33.2
MXDE Index Germany 106.6 -0.3% 24.8% 27.4% 10.6            GGGB10YR Index Greece 12.96% -18.7
MXGR Index Greece 12.5 -0.6% -5.4% 0.3% 13.2            GHGB10YR Index Hungary 6.39% 12.0 -336.0 -255.0 290.3
MXHU Index Hungary 979.3 0.0% 5.6% 6.7% 8.0               GIGB9YR Index *Ireland (9Y) 4.67% -2.3 -376.5 -410.6 217.3
MXIE Index Ireland 25.6 -0.2% 0.0% 11.9% 16.8            GBTPGR10 Index Italy 4.62% -1.8 -248.5 -206.2 274.9
MXIT Index Italy 47.4 0.2% 4.3% 5.9% 9.1               GNTH10YR Index Netherlands 1.53% -2.1 -66.3 -84.4 43.8
MXNL Index Netherlands 82.1 0.0% 16.0% 21.8% 10.7            GNOR9YR Index *Norway (9Y) 1.97% 0.2 -132.9 -132.9 18.0
MXNO Index Norway 2318.2 -0.1% 7.4% 11.8% 10.0            POGB10YR Index Poland 3.87% 0.2 -201.8 -208.6 82.6
MXPL Index Poland 1734.1 -0.4% 16.3% 14.4% 11.1            GSPT10YR Index Portugal 7.38% -0.1 -598.3 -560.7 465.4
MXPT Index Portugal 49.7 0.0% -3.7% -2.5% 11.4            RUGE9Y Index *Russia (9y) 4.11% 1.6 -50.0 -170.1 133.4
MXRU Index Russia 794.1 -0.8% 7.8% 8.5% n.a GSPG10YR Index Spain 5.38% 1.0 28.7 -33.1 292.5
MXES Index Spain 87.3 0.2% -6.7% -3.9% 10.4            GSGB10YR Index Sweden 1.42% -3.5 -20.4 -19.1 18.4
MXSE Index Sweden 8391.3 -0.6% 11.8% 15.6% 12.9            GSWISS10 Index Switzerland 0.49% 1.2 -17.5 -23.4
MXCH Index Switzerland 898.9 -0.3% 16.7% 20.1% 13.1            GUKG10 Index UK 1.82% -0.3 -15.8 -30.7 34.5
MXGB Index UK 1758.4 -0.2% 6.6% 8.2% 11.4            

MXEG Index Egypt 1125.6 -0.8% 44.5% 34.7% 6.3               GISR10YR Index Israel 4.00% -1.0 -54.0 -75.0 143.9
MXIL Index Israel 193.6 -2.9% -2.5% -3.0% 8.1               
MXJO Index Jordan 212.4 -0.2% -7.6% -4.3% n.a
MXMA Index Morocco 307.0 -0.4% -14.8% -16.4% 10.5            GSAB9YR Index *South Africa (9Y) 6.46% -1.7 -149.5 -168.2 143.6
MXZA Index South Africa 988.6 0.4% 17.9% 17.5% 11.6            

GACGB10 Index Australia 3.31% 8.4 -36.4 -50.3 40.3
MXAU Index Australia 932.0 0.0% 13.3% 9.7% 12.9            GCNY10YR Index China 3.57% 1.0 13.0 7.0 59.3
MXCN Index China 61.8 -0.4% 16.6% 16.1% 9.6               HKGG10Y Index Hong Kong 0.65% 3.6 -86.5 -79.4
MXHK Index Hong Kong 11292.3 -0.3% 23.8% 25.1% 15.1            GIDN10YR Index Indonesia 5.25% -5.6 -78.1 -96.6
MXID Index Indonesia 5210.0 0.0% 9.5% 11.0% 13.1            GIND10YR Index India 8.16% -1.6 -40.4 -26.8
MXIN Index India 756.3 -0.7% 26.5% 21.5% 14.3            GJGB10 Index Japan 0.73% 2.8 -25.8 -27.5 69.7
MXJP Index Japan 492.4 1.1% 10.2% 8.3% 12.5            GVSK10YR Index Korea 3.14% 4.0 -65.0 -66.0 63.5
MXKR Index Korea 584.4 1.5% 12.5% 10.6% 8.3               
MXLK Index Sri Lanka 593.5 1.3% 14.4% 11.5% n.a MGIY10Y Index Malaysia 3.51% 0.0 -19.1 -19.6
MXMY Index Malaysia 584.2 0.1% 4.4% 8.8% 13.5            GNZGB10 Index N. Zealand 3.58% 0.4 -23.4 -28.9 44.8
MXNZ Index N. Zealand 95.7 -0.5% 12.8% 12.1% 15.2            PDSF10YR Index Philippines 4.41% 2.6 -100.0 -129.9
MXPH Index Philippines 953.7 -0.8% 33.3% 36.4% 16.9            PKIB10YR Index Pakistan 11.44% -1.0 -157.0 -125.0
MXPK Index Pakistan 372.5 0.2% 31.4% 26.7% 6.8               MASB10Y Index Singapore 1.32% 2.0 -31.0 -40.0
MXSG Index Singapore 1671.8 0.2% 18.6% 17.1% n.a GVTL10YR Index Thailand 3.57% 3.1 28.1 34.7
MXTH Index Thailand 504.6 0.0% 24.1% 23.8% 11.2            TGBY10T0 Index Turkey 6.53% -8.0 -318.0 -292.0 122.9
MXTR Index Turkey 50.4% 46.9% 10.5            

LAST 1D Chg YTD YoY 30D 1Y TICKER LAST 1D YTD YoY 30D 1Y
PRICE bps/% bps/% bps/% CHART Z-SCORE PRICE %CHG %CHG %CHG CHART Z-SCORE

$$SWAP10 Curncy 10Y US Swap Spread 4.3 -0.3 -12.5 -10.2 -1.3 ARS Curncy Argentine Peso 4.87 0.1% -11.7% -12.2% 2.0
$$SWAP2 Curncy 2Y US Swap Spread 11.5 0.5 -36.8 -34.4 -1.3 BRL Curncy Brazilian Real 2.07 0.1% -10.0% -10.2% 1.0
USGGBE01 Index 1Y Breakeven Rate -0.6 -6.1 -1.8 -1.6 -1.9 CAD Curncy Canadian Dollar 0.98 -0.1% 3.8% 5.2% -1.1
.2Y10Y Index 2Y10Y Spread 145.1 -0.5 -18.6 -28.4 -0.4 CLP Curncy Chilean Peso 474.34 -0.2% 9.5% 8.5% -1.1
.10YV3MSP Index 3M10Y 162.4 -1.3 -24.2 -33.6 -0.4 COP Curncy Colombian Peso 1794.82 -0.3% 8.0% 7.6% -0.2
.TED3M Index 3M Ted Spread 24.9 0.0 -32.2 -29.3 -1.2 MXN Curncy Mexican Peso 12.74 0.0% 9.4% 8.8% -1.1
.LIBORIOS Index 3M Libor/OIS 16.8 0.0 -33.1 -29.3 -1.5
JPEIPLSP Index EMBI+ Spread 253.4 -5.1 -123.1 -114.9 -1.8 GBP Curncy British Pound 1.61 -0.2% 3.7% 4.1% 1.3
.AAA10Y Index IG Corp Spread 193.5 1.3 4.1 -8.0 0.5 CZK Curncy Czech Koruna 19.34 0.1% 2.1% 1.8% -0.4
.AAABAA Index IG HY Corp Spread 99.0 0.0 -40.0 -28.0 -9.1 DKK Curncy Danish Krone 5.71 0.1% 0.4% -0.2% -0.6
MUNSMT10 Index Muni Spread 85.9 0.6 -8.8 -12.5 -1.7 EUR Curncy Euro 1.31 -0.1% 0.7% 0.2% 0.6

HUF Curncy Hungarian Forint 216.95 0.5% 12.0% 7.9% -1.1
VIX Index CBOE VIX Index 16.0 2.4% -31.8% -37.2% -0.8 NOK Curncy Norwegian Krone 5.63 0.1% 6.2% 5.5% -1.4
SKEW Index CBOE Skew Index 116.5 0.5% 0.2% -3.1% -0.9 PLN Curncy Polish Zloty 3.13 0.2% 9.9% 11.9% -1.1

RON Curncy Romanian Leu 3.45 -0.3% -3.3% -3.3% -0.1
RUB Curncy Russian Ruble 30.63 0.1% 4.9% 3.5% -0.4

LAST 1D YTD YoY 30D SEK Curncy Swedish Krona 6.68 0.4% 3.1% 4.6% -0.6
PRICE %Chg %Chg %Chg CHART CHF Curncy Swiss Franc 0.93 0.0% 1.3% 2.1% -0.6

TRY Curncy Turkish Lira 1.78 0.2% 6.2% 5.6% -0.7
C 1 Comdty Corn 718.3 -0.4% 11.1% 22.0% 16.0 UAH Curncy Ukranian Hryvnia 8.10 0.1% -0.7% -1.0% 0.3
KC1 Comdty Coffee 138.2 -2.1% -39.1% -36.8% 34.4
SB1 Comdty Sugar 18.5 -0.3% -20.6% -21.1% 24.2 ILS Curncy Israeli Shekel 3.78 0.2% 0.8% 0.5% -0.8
W 1 Comdty Wheat 795.5 0.1% 21.9% 34.4% 21.9 ZAR Curncy S. African Rand 8.65 -0.1% -6.4% -3.3% 0.0

LA1 Comdty Aluminum 2143.3 1.5% 7.3% 6.5% 19.9 AUD Curncy Australian Dollar 1.05 -0.1% 3.3% 5.3% 0.9
HG1 Comdty Copper 366.7 -0.9% 6.7% 6.8% 15.7 CNY Curncy Chinese Renminbi 6.23 -0.3% 1.0% 2.1% -1.9
GC1 Comdty Gold 1691.9 -1.4% 8.0% 1.9% 14.8 HKD Curncy HK Dollar 7.75 0.0% 0.2% 0.4% -1.2
SI1 Comdty Silver 32.7 -3.0% 17.3% 4.8% 29.5 INR Curncy Indian Rupee 54.46 0.2% -2.6% -2.3% 0.5

IDR Curncy Indonesian Rupiah 9689.00 0.2% -6.4% -6.0% 1.5
CO1 Comdty Crude (Brent) 109.3 -0.2% 1.8% -0.2% 23.5 JPY Curncy Japanese Yen 83.41 0.2% -7.8% -6.5% 2.2
CL1 Comdty Crude (WTI) 86.3 -0.5% -12.7% -13.8% 24.3 SGD Curncy Singapore Dollar 1.22 0.0% 6.2% 7.0% -1.4
XB1 Comdty Gasoline 264.0 -0.2% -1.7% 0.6% 26.2 NZD Curncy N. Zealand Dollar 0.84 0.1% 8.6% 11.5% 1.7
NG1 Comdty Natural Gas 3.4 -0.2% 12.9% 2.9% 37.5 KRW Curncy S. Korean Won 1073.03 -0.2% 7.4% 7.5% -2.3

THB Curncy Thai Baht 30.65 0.1% 2.9% 1.8% -1.1
CRY Index CRB index 295.2 0.5% -3.3% -3.5% 11.6 TWD Curncy Taiwan Dollar 29.08 0.0% 4.1% 4.0% -1.6
BDIY Index Baltic Dry Index 826.0 -8.2% -52.5% -57.0% 41.0
GI1 COMB Index GS Cmdty Index 636.0 0.9% -1.7% -0.5% 16.9 EURGBP Curncy Euro-Pound 0.8 0.0% 2.9% 4.0% -0.1
CMCITR  Index UBS-Bloomberg Cmdty 1303.6 -0.4% 2.8% 2.9% 10.4 EURNOK Curncy Euro-NOK 7.3 0.0% 5.4% 5.4% -1.2
DBLCDBAT Index DBIQ Diversified Ag Index 232.6 -0.2% -0.3% 2.7% 8.3 EURCHF Curncy Euro-Swiss Franc 1.2 -0.1% 0.6% 1.9% 0.8
Source: Bloomberg. Updated at 5:45 a.m. EDT
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find it attractive to borrow and therefore 
invest and do all of the normal things that 
create economic activity in the country. 
The savings rate in the u.S. has actually 
fallen a bit. It is only 3.6 percent now. But 
that is still almost $450 billion a year that 
american households are saving. and that 
money has to find its way somewhere. 
Interestingly, it is not finding its way into 
risky assets like equities. when you look 
at where households are saving, accord-
ing to the Federal Reserve flow of funds 
report in the third quarter, basically house-
holds bought mutual funds. and we know 
that the mutual funds that they bought 
were mostly fixed income mutual funds. 

Q: Well, corporations are selling bonds 
like crazy this month. But not to invest 
in the economy, but to pay dividends.
A: yes, that is one of the ironies here is 
that the expectation is that there is going 
to be additional taxes on dividends next 
year. and according to Bloomberg data, 
you have actually seen almost $25 billion 
worth of special dividends being paid 
in order to front-run the perceived tax 
increase that is likely to happen next year. 
I think that is important in several different 
ways. One, it means that the household 
sector, because dividends are paid to the 
household sector through mutual fund 
dividends or something else, will see an 
increased cash flow. It also means that 
companies aren’t investing. hopefully, the 
households spend it.

Q: in the U.S. we have negative real 
yields, yes?
A: yes, yields are lower than inflation and 
so if you hold things like Treasuries, you 
are going to have a negative real return.

Q: Compare and contrast my negative 
real yield reality in bonds with a real 
yield of the S&P of say 6 or 7 percent.
A: well, the S&P return has come from 
profitability of businesses. One of the 
unique things about what has happened 
recently with corporate profits is you are 
getting more corporate profits based on 
productivity gains, based on cost cutting, 
and where revenues haven’t really been 
able to keep up. From a GDP growth point 
of view, you need revenue growth of busi-
nesses because that just shows you that 
individuals are spending more money, that 
the household sector is spending more 
money. as such, it’s an unsustainable 
path. ultimately, that comes home to roost 

Q: is there a global economic slowdown?
A: yes, it seems that way. The people in 
asia, in particular, are worried about China. 
Our feeling is that the slowdown in China 
is likely to be leveling off and we’ll see if 
China can’t come back. It’s funny because 
you go to Europe and they’re like, well, the 
u.S. is the engine of growth in the world. 
But it doesn’t feel like the u.S. can be the 
engine of growth given the fact 2.2 percent 
real GDP growth is our forecast for next 
year. That’s not very exciting.

Q: You have been out front on lower 
yields. We’ve seen a little bit of yield 
back-up here. Do you stand by a lower 
yield environment?
A: we think we’ll stay low. I’m not sure 
whether it will stay as low as we are today. 
In fact, our expectation is that washington 
will actually get its house in order in the 
next couple of days, perhaps this weekend 
we’ll get a deal. as that occurs next week, 
we think that we will get a little back-up 
in yields perhaps to 1.75 percent, 1.80 
percent in the 10-year in the near-term. 
Momentum in some of the economic 
data is getting a little bit better. So we do 
think that we can even see yields in the 
10-year above 2 percent early in the year. 
we don’t think that will be sustained, but 
nonetheless, we are a little cautious on the 
Treasury market here.

Q: But you look at Treasury yields and 
futures curves, and at this point nobody 
is expecting the Fed to raise rates until 
2016 or beyond.
A: It is going to be longer than that I think. 
The only way to find yield is to take more 
risk. and that is certainly what the Federal 
Reserve wants you to do, right? They want 
us to do things like buy corporate debt, for 
example, and hopefully corporations will 

in that there is not enough consumption 
demand to keep that up. 
(This interview was condensed and edited.)
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