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UK Unemployment (Oct/Nov)

Median
Claimant count, k -5.0
Unemployment Rate,% 26
Avg Earn, 3m/12m, % (Oct) 4.2
Avg Earn, 3m/12m,% ex bonus 3.7
Eurozone Industrial Production (Oct)

Median
mom,% 0.2

ECB member Ordonez speaking

Norges Bank rate announcement — 25bp hiketo 5.25% expected

ECB member Papademos speaking

US Trade Balance (Oct)

Median
Balance, US$ bn -57.4
USImport Prices (Nov)
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Canada Trade Balance (Oct)

Median
Balance, C$ bn 2.3
US Treasury Budget (Nov)
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21:45 New Zealand Retail Sales (Oct)
Median Range Last
mom,% 0.0 -0.5/0.5 1.0

Fed ‘to act asneeded’ The Fed failed to surprise in terms of the 25bp cut in Fed funds, however the fact
that they only trimmed the discount rate 25bp was seen as disappointing in terms of credit market pressures
and in view of Bernanke's November 30 speech regarding being ‘ exceptionally aert and flexible'.
However, perhaps it would seem that the FT reports regarding the Fed announcing a new way of liquidity
provision, perhaps as early astoday, alleviating in part the discount window stigma or collateral concerns
may prove assuage some of the more immediate Fed criticism in terms of the discount rate. Nevertheless it
would seem likely that the tone of the statement |eaves open a probability of the Fed marching rates down
at arate of 25bp a meeting until the downside risks to growth dissipate. However, the Fed have to remain
cognisant to the inflation risks, if to only anchor inflation expectations. However, while we are likely to
continue to see a slicing off of rates the referenceto ‘acting as needed’ perhaps suggests that should the
risks, particularly to growth, become heightened there is a window of opportunity for an inter-meeting
move ahead of the next meeting, not until January 30. However, for now it seems likely that EUR USD
will remain in the ranges while the equity market reaction to the Fed, initially negative on the basis of
disappointment of the discount rate move and only 25bp in Fed funds, but now rebounding in terms of
selling off to far, will continue to influence JPY performance and that of the carry trade currencies.
Banking on the Nor ges Bank. While we expect that the Norges bank will tighten by 25bp today, to 5.25%
the market is far from certain with 5 of the 15 analysts polled by Bloomberg going for unchanged rates, the
Norges bank have already tightened six times this year, including twice since the advent of the credit crisis.
While the October monetary policy report may have seen a downward revision to the rate path with
capacity constraints still close at hand there remains a reasonabl e probability that rates will peak at 5.50%
in Q1. However, should either the Norges bank fail to move now or indicate that they are now done the
NOK may prove to suffer, suggesting around NOK7.97 will remain a near term base versus the euro.
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