


Order books remain weak despite weak sterling
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Market insight:

Bank lending to the private sector continues to be flat. But some positive
signs are emerging such as the 23% increase on mortgage loans to home
buyers in June as compared to May. With SWIFT volumes historically
driving up during 2H in the UK, we should see the same trend repeated
for 2H of this year.

We are continuing to see strong demand for export LC confirmations
from the UK market with domestic banks re-focussing their efforts in
supporting UK exports. Risk capacity is returning but with a reduced
pricing margin. The exports order book levels remain feeble despite the
relative weakness of sterling, the Bank of England (BoE) plans to spend
an additional GBP175 billion (USD288 billion) in UK debt markets to aid
the economy, and market expectations of an interest rate increase.
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Low demand for trade finance as caution remains
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Market insight:

US GDP is still expected to turn slightly positive in Q3 — however a recent
uptrend in commodity prices and low levels of (non-auto) consumer
sales remain a challenge.

Aggregate bank lending remains flat, however in the short-term trade
finance market we are seeing banks cautiously raise limits. Since
underlying client demand for trade finance remains at very low levels, any
increase in trade limits tends to have a large impact on credit spreads
— Brazil is a good example where credit spreads for top tier banks have
halved to around 50bp between March 09 and July 09.

The three main drivers for trade credit in the US remain flat - (i)
retail - inventory restocking, rather than sales or volume growth; (i)
manufacturing, for export orders but impacted by currency rates and
weak overseas demand; and (i) commodity prices, currently sloping
upwards.

Underlying trade volumes have flattened, but as economists are fond of
pointing out, we do not yet know whether this represents a sharp V', a
‘W’ or a ‘U’ with a long and slow bottom.
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Description of the data
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Global: Total value of exports and imports in major markets as a proxy for the world
trade (Brazil, China, Germany, Hong Kong, India, Japan, Russia, Singapore, S. Korea,
UK, US)

Country: Total value of exports and imports for the country

(used seasonally adjusted data, if available - Singapore, UK, US)

Global: Global total volume of LCs via SWIFT

Country: Country’s total volume of LCs via SWIFT

Global: BDI tracks worldwide international shipping prices of various dry bulk cargoes
and provides assessment of the price of moving the major raw materials by sea

Country: Total cargo volume of the country

Global and Country: Global Commodity Price Index for petroleum, gas and coal made
by IMF

Global and Country: Global commodity price index without energy made by IMF

Global: Bank lending to private sector in major markets
(China, Hong Kong, India, Singapore, UK, US)

Country: Bank lending to private sector in each country

Country: Index of industrial production for manufacturing




Global Disclaimer

The information provided in this document may have been obtained
from third party sources and which have not been independently verified
by SC Group. It is intended for general information purposes only. It
does not constitute investment, legal, tax or other advice. You should
perform your own independent verification, evaluation and analysis of
such information and data and consult your own professional advisers.
The SC Group does not give any representation or warranty as to, or
accept any responsibility or liability for, the accuracy, completeness,
reliability or up-to-date nature of the information. The SC Group does
not accept any liability for any damage or loss you may suffer from your
use of or reliance on such information. “SC Group” means Standard
Chartered Bank and each of its holding companies, subsidiaries,
related corporations, affiliates, representative and branch offices in any
jurisdiction.

This communication is issued by SC
Group. While all reasonable care has been
taken in preparing this communication, no
responsibility or liability is accepted for any
errors of fact, omission or for any opinion
expressed herein. You are advised to
exercise your own independent judgment
(with the advice of your professional advisers
as necessary) with respect to the risks and
consequences of any matter contained
herein. SC Group expressly disclaims any
liability and responsibility for any losses arising
from any uses to which this communication
is put and for any errors or omissions in
this  communication. “SC Group” means
Standard Chartered Bank and each of its
holding companies, subsidiaries, related
corporations, affiliates, representative and
branch offices in any jurisdiction.
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