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Some good economy news . .. In the price
now?

Past 2mths surprises
in major data , US,
UK, EMU

1.50 - UK Data Surprise Index
1.00 -

0.50 -

-0.50 -

-1.00 -

-1.50 -
Jan- Jan- Jan- Jan- Jan- Jan- Jan- Jan- Jan- Jan- Jan- Jan- Jan-
00 o1 02 03 04 05 06 07 08 09 10 11 12

05/03/2012



Short-term, the world 1s going through a liquidity
flood. Central bank balance sheets
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Perhaps we have reached ‘enough’ already?
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Real GDP: countries in the sweet-spot survive,

some look exposed

2012 GDP (Feb 2012 forecast)
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Real GDP rate counts, but so does momentum

_---------Ehange in 2012 GDP forecast (from Autumn 2011)
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World economic forum
risk
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RBS sovereign risk: periphery scores badly
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The danger: EMU banks seeing capital flight

Deposit flight is a trend in Greece and now the risk across a number of

countries

B Greece is seeing systematic deposit flight and we do not expect this to stop.

B Euro exit risks.

B Contagion risks to other countries is prominent and is likely to only be
beginning in Italy on talk wealth taxes and general risk aversion.

Trend in Greek deposits is worrying
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Exiting EMU 1s NOT necessarily a catastrophe
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Which is why Europe is diverging from USA . ..

= EMU GDP not set to recover to pre crisis level until 2016

= Well behind other DM regions

U.S. feal GUP across economic cjcles; star of recession = 100, quarterly cata ey

135
Startof the recession 125
&~
115
105
g | %
8
Years before the Years afer the start
startoftherecession | ofthe recession 7
Il Il 1 Il 1 1 65
-2 - 0 1 2 3 4 5 6
Range of past U.S. recessions (1948 onward) === The Big Five moder financial crises
= U3, cuent cycke = = = Base-case projecton
= Gsreal Depression

Euro-area eal GDP across econormic ycles;

startofrecession = 100, quarter data Idex
118

Star of e recession
« 110

Years belore e 1 105

startof the recession

Years ater e star of

b . J

2 0 1 2 3 4 5 6

Range of past recessions (1960 onvard)
<= The Big Five modem financlal crses
= Current cycle
= = = Base-case projection

Sadly, the news is a lot worse in Europe

= Structural headwinds for growth

= More leveraged banking system, cutting

E5trn

EMU+UK bank assets, shrinking back to
2006 levels is worth about E5trn
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Long-term, lower trend GDPs due to
deleveraging = more equity underperformance
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Who has a credible fiscal plan — the UK
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This is not just about BoE buying. Foreigners

rightly sponsor the ‘UK fix-it’ story
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So ... UK Gilt yields will not be rising
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Questions or comments?
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