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Analyst Express 

Global macro event comment: Minutes of the FOMC show 
determination of the Fed to support US economy 

 Minutes of the FOMC of August 10 2010 showed that the Fed continues to see a 
gradual recovery of the US economy despite having revised downward its growth 
scenario recently. The real news contained in these Minutes deals with the August 
10 decision to maintain the size of Fed balance sheet around USD 2 tn. According 
to the Minutes, it was preferable to foster the purchase of government bonds for 
doing this, but reinvesting in MBS “might become desirable if conditions were to 
change”. It shows the determination of the Fed to continue to support the housing 
market in case of aggravation of difficulties of this sector, and to recover more 
aggressive QE policy. 

 US S&P 20housing price index increased by 1% MoM compared to 1.3% MoM in 
May. On a YoY basis, US S&P20 came out at 4.2% YoY (c.f. + 3.5% YoY) 
compared to 4.6% YoY in May. After a decline by 33% since the peak of 2006, 
housing prices partially recovered to reach finally the levels of Autumn of 2003 at 
the end of 2Q10. The tone of the S&P release remains cautious for the near future 
given the weakness of existing and new home sales in July, and given the 
weakness of housing credit. We can expect a deceleration of housing prices in the 
months to come. However, the expected gradual improvement of labor market 
condition in the months to come, and the easing of credit conditions, will finally 
lead housing prices to evolve in a range of 1% YoY to 3% YoY on average in 2010. 

 Conference Board consumer confidence index increased to 53.5 in August (c.f. 
+50.7) compared to 51 in July. The Present Situation Index was down to 24.9 from 
26.4 in July, whereas the expectations Index was up to 72.5 in August from 67.5 
the month before. This survey shows that despite the current difficulties, US 
households remain confident in the capacity of the US economy to recover. The 
share of households saying that jobs are “hard to get” increased to 45.7 % from 
45.1 % and the share of those seeing jobs as plentiful decreased to 3.8% 
compared to 4.4% in July, pointing to weak data for nonfarm payrolls to be 
published on Friday. In a 6 months horizon, the pessimistic opinions on job market 
have decreased and optimistic views increased between July and August, 
showing the awaited improvement of job market in the months to come. 

 As expected, Chicago PMI declined significantly in August to 56.7 (c.f. 57) from 
62.3 in July. All subcomponents, production, new orders and employments 
registered a marked decline, indicating a growth rate still in positive territories but 
at lower level in comparison with the previous months. 

 Outlook: Today’s data reflect that economic recovery continues but at a slower 
pace. The Press Secretary of the White House, Robert Gibbs, mentioned that 
President Obama will announce in the coming days new measures to support the 
economy. The continuation of stimulus program, the expansionary stance of 
monetary policy, the capacity of private sector to cumulate profits and create jobs, 
and the confidence of households in the coming improvement of macroeconomic 
conditions, lead us to think that the US economy will avoid a double dip scenario. 
We expect 2.8% YoY of growth in 2010 compared to a decline by 2.6% YoY in 
2009. 

 

Principal Market Indices 

Index Close  Change % 

  1-d 5-d YTD

CSI 300 2903.19 -0.41 -0.3 -19 

S&P/CITIC300 2461.72 -0.30 0.0 -18 

S&P/CITIC 50 2022.37 -0.90 -1.7 -25 

Shanghai Composite 2638.80 -0.52 -0.4 -19 

Hang Seng Index 20536.49 -0.97 -0.6 -6 

H-share index 11402.90 -1.12 -1.5 -11 

Red Chip 3990.47 -0.13 0.5 -2 

Nikkei 225 8824.06 -3.55 -1.9 -16 

Dow Jones  10014.72 0.05 -0.3 -4 

S&P 500 1049.33 0.04 -0.2 -6 

Nasdaq 2114.03 -0.28 -0.5 -7 

DAX 5925.22 0.22 -0.2 -1 

CAC 3490.79 0.11 0.0 -11 

FTSE 100 5225.22 0.45 -0.2 -3 

BDI 2713.00 0.04 -4.5 -10 

 

Major mercantile futures 

Change % 
Futures 

Close 
(USD) 1-d 5-d YTD

NYME Oil 71.92 -3.72 0.4 -9 

NYME Gold 1249.00 0.89 1.4 14 

LME Copper 7432.25 -0.28 2.6 1 

LME Aluminum 2039.25 -0.12 0.8 -7 

LME Zinc 2065.00 -1.43 1.0 -19 

Spot silver 19.35 1.76 5.3 15 

Corn futures 439.25 -0.51 4.5 1 

Soybean futures 1010.00 -1.22 1.1 -5 

Wheat futures 685.75 -2.66 -3.1 21 

Cotton futures 86.20 -0.27 1.2 12 
Rough rice 
futures 11.34 -1.35 -1.6 -26 

Sugar futures 19.75 -0.30 -2.0 -14 

Major foreign exchanges 

Change % 
FX Close 

1-D 5-D YTD

USD index 83.20 0.05 0.1 7 

USD-RMB 6.81 0.11 0.2 0 

USD-JPY 84.11 -0.72 0.0 -10 

EUR-USD 1.27 0.09 0.1 -11 

GBP-USD 1.53 -0.86 -0.8 -5 

Major stock index futures in China 

Futures Chg% Basis Position
Chn in 

position 

IF1005 -0.63 7.21 26318 -1562

IF1006 -0.67 17.01 2574 -142

IF1009 -0.61 48.21 3194 -15

IF1012 -0.67 79.81 750 -62
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This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any securities in any 
jurisdiction. The securities referred to in this report may not be eligible for sale in some jurisdictions. The information contained in this report has been compiled by 
CITIC Securities Brokerage (HK) Limited (formerly known as CITIC Capital Securities Limited) ("CSBHK") from sources that it believes to be reliable and (subject to 
the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this report are based on such information and are expressions of 
belief only and no representation, warranty or guarantee is made or given by CSBHK or any other person as to its accuracy or completeness. All opinions and 
estimates expressed in this report are (unless otherwise indicated) entirely those of CSBHK as of the date of this report only and are subject to change without notice. 
Neither CSBHK nor its parent and affiliates accept any liability whatsoever for any direct or consequential loss arising from any use of material contained in this report 
or otherwise arising in connection therewith.  

The research analyst(s) primarily responsible for the preparation of this research report confirms that (i) all of the views expressed in this research report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (ii) that no part of his or her recommendation was, is or will be, 
directly or indirectly, related to the specific recommendations or views he or she expressed in this report. 

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investor. The value of or income from any investment 
referred to herein may fluctuate and be affected by changes in exchange rate. Past performance is not indicative of futures results. This report does not take into 
account the investment objectives, financial situation or particular needs of any particular person. Investors are expected to make their own investment decision 
without relying on this publication. Before acting on any advice or recommendation in this report, clients are recommended to consider seeking professional advice. 

CSBHK, its parent and/or affiliates and their respective officers, directors and employees, including persons involved in the preparation or issuance of this report, 
may from time to time (1) have a consulting, investment banking or broking relationship with any company referred to in this report; and (2) have provided significant 
advice or investment services to the companies referred to in this report. One or more directors, officers and/or employees of CSBHK, its parent and/or its affiliates 
may be a director of the issuers of the securities mentioned in this report. 

If this report is being distributed by a financial institution other than CSBHK or its affiliates, that financial institution is solely responsible for distribution.  Clients of 
that institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information.  This report does not 
constitute investment advice by CSBHK to the clients of the distributing financial institution, and neither CSBHK, its parent, its affiliates, and their respective officers, 
directors and employees accept any liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this report is not 
permitted under the applicable laws or regulations of such places. 

This research report may not be reproduced, distributed or published by any person for any purpose without the prior consent of CSBHK. All rights are reserved.  

Regulatory disclosures 

 No part of the analyst compensation was, is or will be directly related to the specific recommendations or views contained in this research report. 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities have no disclosable financial interests in the stocks reviewed in this research report. 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities have not received compensation from or mandated for investment banking services in the past 12 months to listed corporations whose stocks are 
being reviewed by CSBHK in this research report 

 CSBHK and each its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities do not have an individual employed by or associated with them serving as an officer of the listed corporation whose stocks are being reviewed by 
CSBHK in this research report 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities are not market makers in the stocks reviewed by CSBHK in this research report. 

 Further information on the securities discussed in this report is available upon request. 

Investment rating system 

Performance of stock or sector relative to MSCI-China over next 6 months after research publications 

  Rating Remark 

Buy Relative performance over MSCI-China Index >20% 

Overweight Relative performance over MSCI-China Index 5% ~ 20% 

Hold Relative performance over MSCI-China Index -10% ~ 5% 

Sell Relative performance over MSCI-China Index > -10% 

Stock rating 

NR Not rated 

Outperform Relative performance over MSCI-China Index >10% 

Neutral Relative performance over MSCI-China Index -10% ~10% Sector rating 

Underperform Relative performance over MSCI-China Index > -10% 
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