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RECOMMENDATION — BUY USD/]JPY

Investment case:

®  When the other major central banks begin to make ready to tighten their monetary poli-
cies, and the yield spreads widen, we expect mounting pressure against the yen.

®  Moreover, it looks as if the deflation spectre is staying, and this means that Japanese in-
terest-rate hikes will not be on the agenda until the second half of 2011, at the earliest.

® The dollar will strengthen against JPY because the upturn will come earlier to the US,
higher yield rises in the US.

® The strategy horizon is one year.
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Vestergade 8 -16 We recommend investors to buy a long (1 year) USD/]JPY call option, since any loss would be lim-
DK - 8600 Silkeborg ited to the option premium, and since the option time value falls only moderately at the begin-

ning of the option’s term. The option costs about 6 figures (JPY 6m per USD 1m). The spot refer-
ence is 89.68, and the strike is 89.15 (see Chart 3 on page 2).

Risks:
JM Advisory Services, ® The diversification of reserves continues, and the issue of the US debt burden may ham-
FX: per the dollar appreciation.
+45 87578215 ® A surge of risk aversion may lead to a strengthening of JPY against USD and may have

the effect that the yield spread is a less decisive factor.

® The US economy slows down, which may cause postponement of interest-rate hikes and
thus a weakening of USD.

Analyst: For additional background analysis we refer to the latest edition of FX — Spot On at

Morten Lykke Pedersen http:/ /www.jyskebank.dk/jb.asp?id=306651
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Translation: 1Y USD/JPY target = 106

Translation Services

14 year low

Read more FX research
reports at

Source: Bloomberg

Disclaimer:

Please read the last page
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Chart 2 — Past performance USD/JPY 5 years

Source: Bloomberg

Chart 3 - Profit/loss diagramme for bought USD/JPY 1-year call option
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Disclaimer & Disclosure

Jyske Bank is supervised by the Danish Financial Supervisory Authority.

The research report is based on information which Jyske Bank finds reliable, but Jyske Bank does not assume any
responsibility for the correctness of the material nor any liability for transactions made on the basis of the information
or the estimates of the report. The estimates and recommendations of the research report may be changed without
notice. The report is for the personal use of Jyske Bank's customers and may not be copied.

This is a recommendation and not an investment report.

Conflicts of interest
Jyske Bank has prepared procedures to prevent conflicts of interest. These procedures have been incorporated in the
business procedures covering the research activities of Jyske Markets, a business unit of Jy ske Bank.

Jyske Bank's FX, money market and commodity analysts may not hold positions in the instruments for which they
prepare resear ch reports, but Jyske Bank is permitted to hold positions and/ or have interests in the instruments for
which such reports are prepared. The analysts receive no payment from persons interested in individual research
reports.

Read more about Jyske Bank's policy on conflicts of interest at www jyskebank.dk/terms

Risk

FX, money market and/or commodity investment involves risk. Movements in the aredit market, the sector and/or the
news flow, etc. regarding the issuer may affect the exchange rate/ the interest rate/the price of the commodity. See the
front page of the research report for our view of the risk associated with the currency/ interest rate/ commodity
investment. Therisk factors and/or the sensitivity calculations stated in the report should not be regarded as
exhaustive.

Update of the research report
Analyses, recommendations, and ad hoc publications are not updated. A new publication will instead be published if
and when it is found necessary. Market comments are updated daily.

See the front page for the initial date of publication of the report.
All prices stated are the latest trading prices at the time of the release of the research report, unless otherwise stated.




