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European Bourses 
Having posted 12-month highs during trading on Monday, European equities registered consecutive daily 
declines for the remainder of the week. Initial gains were driven by the Asia-Pacific Economic Corporation’s 
commitment to maintain stimulus, which had a positive impact on commodity prices and related equities, as well 
as strong economic data from the US. However, the rest of the week was characterised by concerns over the 
prospects for ongoing global growth, how central banks may handle the withdrawal of stimulus packages and the 
state of the European banking sector, which bore the brunt of the equity market’s downside. Irish and Greek 
banks saw the largest falls, with the latter brought lower by Greece’s weak fiscal position, the possibility of 
windfall taxes and European Central Bank comments suggesting that liquidity provision may be coming to an 
end. The sector ended the week 3.56% lower. Other decliners included the real estate (-3.6%), travel and leisure 
(-3.1%) and retail (-2.7%) sectors, all suffering from concerns over economic recovery. On the upside, the 
chemicals, basic resources and utility sectors were the only risers, albeit modestly, with none gaining more than 
0.3%. The DJ STOXX 600 ended the week 1.7% lower. The Italian MIB was the largest decliner, followed by 
falls of over 2% in the Netherlands and France. The German DAX and the UK’s FTSE 100 were the best relative 
performers, falling by 0.4% and 0.8% respectively. 

Currencies 
Both UK pound and the euro initially strengthened versus the US dollar, but lost ground late on in the week to 
end lower. The dollar was initially weak after investors questioned the Federal Reserve’s commitment to a strong 
dollar. Ben Bernanke, the Fed Chairman, had said that the central bank would be ‘attentive’ to changes in its 
value, but investors felt that it will actually have to keep rates low for an extended period of time in order to 
support the currency, discouraging demand. However, falling stock markets in the second-half of the week saw 
investors move back towards perceived safe havens. The dollar also gained as investor bought short-term 
treasuries on concern that recent rallies in equity markets may be overdone. The UK pound fell harder than the 
euro due to concerns that the worst budget deficit since record began will put the brakes on any recovery. By the 
close on Friday the UK pound was worth $1.649 (having closed the previous week at $1.6676), while the euro 
was valued at $1.485 (versus its previous weekly close of $1.49). 

Commodities 
The price of oil strengthened early on in the week, pushing briefly above the $80/barrel level during trading on 
Wednesday. This strength was driven by a weaker dollar and a notable move back into risk assets, with crude 
registering its largest one-day gain in six weeks on Monday. Better-than-expected US retail sales and Japanese 
third quarter GDP growth of 4.8% helped buoy investor sentiment, while a fall in US supplies during the previous 
week (according to the US Department of Energy) suggested that demand may be improving. However, oil 
prices moderated later in the week as the dollar rebounded slightly from its recent lows and as equity markets 
began to string together days of consecutive losses. By the close on Friday, a barrel of crude was trading at 
$76.72, little changed on the previous week’s close. 

Among metals, gold continued to move higher during the week, reaching fresh all-time highs during trading on 
Wednesday, before moderating slightly. Bullion was pushed higher as investors continued to buy precious 
metals (with silver, platinum and palladium reaching 14 months highs) as an alternative to holding a weakening 
US dollar. Sentiment towards gold was also raised after the IMF said that it had sold further stocks to countries 
as governments look to increase their holdings. The price of an ounce of gold ended the week at $1,144, but has 
already moved over the $1,165 level during early Asian trading this morning. 

Copper saw its largest weekly gain in four weeks as speculation mounted that the dollar has further to fall, which 
in turn could increase demand for hard assets as an inflation hedge. The price of copper reached a new 14-
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month high during the week ($6,992 per metric ton) and has more than doubled during 2009. By Friday’s close, 
copper for 3 month delivery was trading at $6845 per metric ton, having ended the previous week at $6520, a 
5% gain. 

Economic Commentary 
European Central Bank (ECB) President Jean Claude Trichet made a number of comments in a speech at a 
banking conference in Frankfurt that were perceived as increasingly hawkish. He said that “not all of the liquidity 
measures will be needed to the same extent as in the past,” and that “any non-standard measure whose 
continuation would pose a threat to the achievement of price stability must be undone promptly and 
unequivocally.” Our economists note that the wording of Mr. Trichet’s comments, one day after the mid-month 
ECB Governing Council meeting, is more hawkish than it was before. This suggests to them that the Governing 
Council has made progress in finding a compromise on the implementation of the ECB’s exit strategy. It seems 
that Trichet would like to prepare the market for the council to announce more far-reaching measures at the 
beginning of December than just the determination of the 12-month open market operations beyond December. 
Our economists think that the ECB may limit the use of the long term funding facility, as well as reduce the 
speed of covered bond purchases. 

Our economists highlight that the UK’s inflation and fiscal data continue to disappoint, overshooting consensus 
expectations (October’s CPI inflation of 1.5% represented a rise from September’s 1.1% and was the eighth time 
in 12 months that it had come in ahead of expectations). They note that with the upcoming reversion of VAT 
from 15% to 17.5% and lagged effects from the weak pound, they expect CPI inflation to rise into “letter-writing 
territory” above 3% year over year in the first half of 2010. Moreover, they share the OECD’s fears that, without 
major medium-term fiscal consolidation, the UK’s fiscal deficit will stay extraordinarily high for many years. Our 
economists think that economic recovery plus high inflation data are likely to prompt the Bank of England to 
raise rates in the second or third quarter of 2010, rather earlier than the European Central Bank. As a result, 
they think that the return to fiscal sustainability is likely to prove painful and protracted.  

Germany announced that it will introduce a substantial fiscal easing, amounting to around €50 billion ($74bn), or 
2% of GDP in 2010. This is aimed at helping to boost GDP growth to around 2% next year. It is expected to 
propel the deficit-to-GDP ratio to around 6%, from around 4% in this year. Our economists note that with a better 
starting position than in many other euro area countries, Germany should be able to meet the Excessive Deficit 
Procedure deadline to bring the deficit-to-GDP ratio back to 3% by 2013. However, the government plan to 
reduce taxes by an additional €20 billion in 2011 would make the consolidation more difficult. They expect that 
the government will eventually drop the tax-cutting plans, but still see a small chance for “neutral” tax-rate 
reductions, which would come in combination with a widening of the tax base. 

Any questions? 
Contact your Relationship Manager or call us on +44 (0) 207 500 1992 (during UK opening hours) 

Alternatively visit www.ipb.citi.com for more information or to apply for an account 



 
 
 

  

 

 

 

 

 
  
 

 

   
   

       
    

       
    

 
           

      
   

     
   

 
 
     

     
 

       
 

 
    

  
    

       
 

       
       

   
      

     
     

        
      

    
        

      
  

 
 

 
  

    
        

    
  

       
    

      
   

          
   

    
   

      
      

 
 

    
   

     
   

      
    

     
      

    

 

Weekly Market Analysis         23 November 2009
 

Analyst Certification 
Each research analyst(s), strategist(s) or research associate(s) responsible for the preparation and content of this research report hereby certifies that, with 
respect to each issuer or security that the research analyst, strategist or research associate covers in this research report, all of the views expressed in this 
research report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s) strategist(s) or research associate(s) also 
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst, strategist or research associate in this research report. 

The Citi Private Client Investment Strategy Group provides market commentary and strategy ideas to the Citigroup Global Markets Inc’s (the “Firm”) clients. 
On occasion, information provided herein might include excerpts, abstracts, and other summary material derived from research reports published by Citi 
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itself considered a recommendation. Readers are directed to the original research report or note; available from among other sources the Firm’s salesperson or 
their on-line research sites, to review the Equity Research Analyst’s full analysis of the subject company. 

Important Disclosures
Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates 
("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues.  

© 2009 Citigroup Global Markets Inc. Member SIPC. Citi with the arc design is a trademark and service mark of Citigroup Inc. or its affiliates and is used and 
registered throughout the world. 

All rights reserved. Any unauthorised use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this report, 
MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this 
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices.   
This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability 
or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any 
third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Global Industry Classification Standard (GICS) was developed by and is 
the exclusive property of Morgan Stanley Capital International Inc and Standard & Poor’s. GICS is a service mark of MSCI and S&P and has been licensed for 
use by Citi. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm accepts no 
liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which 
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website 
material of the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained 
therein. Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and 
the content of the linked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of 
the Firm shall be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST. 
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