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Fed won’t need more QE — rebounding equity markets and a
weakening dollar will do the job.
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If equity markets continue to rebound, as we expect, central banks are likely to view this as a welcome
sign of reflation and indicative of a recovery that is progressing towards a sustained expansion.

And if the US dollar continues to depreciate, the Fed won'’t have to worry about more QE. It's not just
against the major currencies that the dollar is weakening; it is also against the minor ones where, for the
most part, forecasts for GDP growth are continuing to be revised up. This is particularly helpful for the
S&P 500 which, like the FTSE 100, has a sizable proportion of revenues generated from the developing
world — though not as sizable (Bond markets take their cue from developed economies, equities from the
developing, 24 September 2010).

A weakening dollar is also good for US companies with little or no direct exposure overseas. Apart from
the exporters and overseas earners, it will help domestic output of goods and services as US consumers
turn to import substitutes. A weakening dollar is good for profitability all round, which in turn is good for
investment and jobs and probably a surer way of creating both than having to rely on QE.

Also, the reflationary implications of a weakening dollar extend far and wide by helping to boost
commodity prices. Of course this is good and bad — good, that is, for producers and maybe not so good
for consumers.

Importantly though, a weakening dollar is likely to translate not just into harder commodity prices but
more generally into inflation expectations and this together with a weaker dollar and the stimulus the latter
provides for the US economy are likely to make the Fed feel happier. This is because the combination is
likely to alleviate the concern the FOMC has about underlying inflation being at levels somewhat below



those it judges ‘...consistent over the long run with its mandate to promote maximum employment and
price stability’.

Also, the BoE aside, the other major central banks might not mind a bit of inflation. Rather than raising
interest rates or tightening monetary policy, as many of the central banks in the developing world are
doing, the major central banks may just choose to keep existing policies on hold for the time being and
forget about more QE.

-
W
o}

FTSE All-World Indices emerging markets

(currency unadjusted)

-
N
(o]

-
-
o]

©
o}

100

developed markets

®
o

N
o)

o)
o]

o
o

S\O\N\D\J\F\M\A\M\J\J\A\S\O\N\D\J\F\M\A\M\J\J\A\S\

Source: DATASTREAM

IMPORTANT NOTES

The information contained in this report represents an impartial assessment of the value or prospects of the
subject matter. Graphs, performance data etc are as at the close of business on the day preceding the date of the note.
The information contained in this report has been taken from sources disclosed in this presentation and is believed to be
reliable and accurate but, without further investigation, cannot be warranted as to accuracy or completeness. The
opinions expressed in this document are not the views held throughout Brewin Dolphin Ltd. No Director, representative or
employee of Brewin Dolphin Ltd. accepts liability for any direct or consequential loss arising from the use of this
document or its contents. We or a connected person may have positions in, or options on, the securities mentioned
herein or may buy, sell or offer to make a purchase or sale of such securities from time to time. In addition, we reserve
the right to act as principal or agent with regard to the sale or purchase of any security mentioned in this document. For
further information, please refer to our conflicts policy, which is available on request or can be accessed via our website
at www.brewindolphin.co.uk. The value of your investment or any income from it may fall and you may get back less than
you invested. Past performance is not a guide to future performance. If you are in any doubt concerning the suitability of
these investments for your portfolio you should seek the advice of a qualified investment adviser. Brewin Dolphin Ltd, a
member of the London Stock Exchange, authorised and regulated by the Financial Services Authority. Registered office:
12 Smithfield Street London EC1A 9BD. Registered in England and Wales no 2135876.




