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e Today’s calendar contains a series of US data releases with February’s retail sales report as
the most important release. The retail sales control group is expected to increase 0.2% m/m
in February following a solid 0.6% increase in January, suggesting that US households
continue to spend what they have saved on lower gasoline prices. Moreover, another solid
retail sales print for February means that private consumption has been little affected by the
turmoil on financial markets so far this year.

e Other US data releases are expected to show moderate improvements. The Empire State
manufacturing index is expected to increase to -10 in March from -16.64 in February, while
the NABH housing market index is forecasted to tick up to 59 in March from 58 in the
previous month.

o Note that due to daylight savings time (DST), US data will be released one hour earlier than
usual in CET time.

e In Sweden, we expect inflation to come in a tad above the Riksbhank’s latest forecast, see
Scandi Markets.

Selected Market News

As widely expected, the Bank of Japan (BoJ) this morning kept its asset purchase programme
unchanged at JPY80trn per month and kept its key policy rate at -0.1% with a 7-2 vote. The two
dissenting members, Mr. T. Sato and Mr. T Kiuchi, both objected against negative interest rates.
In its statement, the BoJ noted that exports and production have been sluggish due to weak
demand in primarily emerging markets. We see a high probability that the Japanese economy
will be hit by a technical recession in Q4-Q1 with yet another negative GDP growth in Q1.
Inflation printed at 0.0% y/y in January and is likely to remain subdued due to the combination
of the falling oil price and appreciation of the yen. In our view, it is only a matter of time before
the BoJ will ease further - we forecast the BoJ to ease in July when it publishes its quarterly
Outlook Report with updated growth and inflation forecasts. Here, we expect the BoJ to cut its
key policy rate by 20bp to -0.3% while keeping its QE programme unchanged at JPY80trn per
month.

USD/JPY initially fell from 113.80 to 113.40 after the BoJ’s monetary policy announcement
while the Nikkei equity index dropped 0.7%. Both USD/JPY and Nikkei have since dropped
further as weak risk appetite has dragged all Asian bourses in negative this morning
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Scandi Markets

Sweden. We expect inflation to come in a tad above the Riksbank’s latest forecast. The much
cited CPIF ex energy measure, which excludes interest rates and energy, has the potential to
come in higher than the latest Rikshank forecast. We forecast CPI at 0.2% m/m and 1.0% y/y
and CPIF at 0.2% m/m and 0.3% y/y, respectively.

Fixed Income Markets

The sentiment in the European fixed income market will be dominated by the outcome of the
Bank of Japan meeting. We have seen a substantial increase in 30Y JGBs after they fell below
50bp last week. 10Y JGBs are trading below Obp and with expectations for a weaker JPY and
lower yields, this will be supportive for the European government bond market. Later in the day,
we have a number of US economic data such as retail sales and Empire Manufacturing PMI but
the data are not crucial for the markets.

Yesterday, Spain announced a smaller-than-expected size for the upcoming auction on
Thursday, 17 March. The Spanish debt office is planning to sell only EUR2bn to 3bn rather than
the ‘normal’ EUR4bn to 5bn. Italy is launching anew 8Y BTP Italia on 4-7 April. This inflation-
linked bond is meant for retail investors but can be and is also bought by institutional investors.
Demand is likely to be strong as EUR7.3bn is maturing of the BTP lItalia at the end of March.
In total some EUR26.5bn is maturing in the BTP Italia bonds in 2016 and part of this is most
likely to be funded in the traditional linkers. See Tap auction in DGB 0.25% *18 and DGB 1.75%
’25, 14 March, for more information on the Danish government bond auction on Wednesday.

FX Markets

It has been a relatively quiet start to the week in the FX market as risk sentiment has stabilised
in the absence of important data releases. The Bank of Japan’s decision to keep its monetary
policy unchanged was widely expected in the market, which explains the limited reaction in
USD/JPY immediately after the announcement this morning. With the BoJ now out of the way,
focus will turn to the FOMC meeting on Wednesday. We think that the Fed will keep the door
open for a rate hike in June but given that markets have re-priced Fed with the next hike now
fully priced in for November this year and an implied 66% probability of a hike in June, it will
probably take a relatively hawkish Fed on Wednesday to push short-end rates higher. However,
with improved risk sentiment and a more hawkish pricing of the Fed, we think the top side in
EUR/USD is likely to be capped in the short term. We continue to see EUR/USD in a 1.05-1.15
range in the coming months but still hold the view that EUR/USD will head substantially higher
in 2016.

In the Scandi FX market, EUR/SEK fell back below 9.30 yesterday and if we are right in our
inflation forecasts where we look for February’s figures to print a tad above the Rikshank’s
forecast, the SEK could strengthen further in the short term. We continue to see EUR/SEK range
bound in the coming months but we have become slightly more bearish with respect to the near-
term outlook after Riksbank member Skingsley last week reiterated her standpoint of greater
tolerance towards SEK appreciation in excess of its own forecast. Indeed, we do not know
whether her view is shared by Ingves and Jochnick but it is possible that the pain threshold has
been lowered somewhat. To the extent that the Riksbank is ok with a stronger SEK, we think
that the fair range for EUR/SEK has shifted down to 9.15-9.40.
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Key figures and events

Tuesday, March 1 5, 2016 Period Danske Bank Consensus Previous
9:30 SEK  CPI m/mly/y Feb 0.2%[1.0% 0.3%|0.4% -0.3%|0.8%
9:30 SEK  Underlyinginflation CPIF m/mly/y Feb 0.2%|0.3% -0.4%|1.6%
10:00 ITL HICP inflation, final m/mly/y Feb ..|-0.2% .|-0.2%
11:00 EUR  Employment a/aly/y 4th quarter 0.3%|1.1%
13:30 USD Retail sales m/m Feb -0.1% 0.2%
13:30 USD Retail salesless autos m/m Feb -0.2% 0.1%

13:30 USD Retail salesless autos and gas m/m Feb 0.2% 0.4%
13:30 USD Retail sales control group m/m Feb 0.2% 0.6%
13:30 usb PPI m/mly/y Feb -0.1%|0.1% 0.1%]|-0.2%
13:30 UsSD PPlcore m/mly/y Feb 0.1%|1.2% 0.4%|0.6%
13:30 USD Empire Manufacturing PMI Index Mar -10.0 -16.6
15:00 USD NAHB Housing Market Index Index Mar 59.0 58.0
21:00 USD  TICSinternational capital flow, Net inflow USD bn Jan -114.0

Source: Bloomberg, Danske Bank Markets
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Today's market data: 15 March 2016
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Disclosure
This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske Bank’).
Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the research
report accurately reflect the research analyst’s personal view about the financial instruments and issuers covered by the
research report. Each responsible research analyst further certifies that no part of the compensation of the research analyst
was, is or will be, directly or indirectly, related to the specific recommendations expressed in the research report.

Regulation

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject to the
rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske Bank is subject
to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority (UK). Details on the
extent of the regulation by the Financial Conduct Authority and the Prudential Regulation Authority are available from
Danske Bank on request..

The research reports of Danske Bank are prepared in accordance with the Danish Society of Financial Analysts’ rules of
ethics and the recommendations of the Danish Securities Dealers Association.

Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality research
based on research objectivity and independence. These procedures are documented in Danske Bank’s research policies.
Employees within Danske Bank’s Research Departments have been instructed that any request that might impair the
objectivity and independence of research shall be referred to Research Management and the Compliance Department.
Danske Bank’s Research Departments are organised independently from and do not report to other business areas within
Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment
banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance or debt capital
transactions.

Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as
publicly available statistics for each individual security, issuer and/or country. Documentation can be obtained from the
authors upon request.

Risk warning

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis of relevant
assumptions, are stated throughout the text.

Expected updates
Danske Daily is updated on a daily basis.
First date of publication

Please see the front page of this research report for the first date of publication. Price-related data is calculated using the
closing price from the day before publication.
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General disclaimer

This research has been prepared by Danske Bank Markets (a division of Danske Bank A/S). It is provided for
informational purposes only. It does not constitute or form part of, and shall under no circumstances be considered
as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments (i.e. financial
instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options,
warrants, rights or other interests with respect to any such financial instruments) (‘Relevant Financial Instruments’).

The research report has been prepared independently and solely on the basis of publicly available information that
Danske Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not untrue
or misleading, no representation is made as to its accuracy or completeness and Danske Bank, its affiliates and
subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any
loss of profits, arising from reliance on this research report.

The opinions expressed herein are the opinions of the research analysts responsible for the research report and
reflect their judgement as of the date hereof. These opinions are subject to change, and Danske Bank does not
undertake to notify any recipient of this research report of any such change nor of any other changes related to the
information provided in this research report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom or the United
States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior written
consent.

Disclaimer related to distribution in the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S.
registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued
by the U.S. Securities and Exchange Commission. The research report is intended for distribution in the United States solely
to "U.S. institutional investors" as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research
report in connection with distribution in the United States solely to “U.S. institutional investors”.

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence of research
analysts. In addition, the research analysts of Danske Bank who have prepared this research report are not registered or
qualified as research analysts with the NYSE or FINRA, but satisfy the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument
may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial
instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S.
Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S.
Securities and Exchange Commission.
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