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Market Movers

e There are no significant economic releases for the euro area today apart from France
consumer confidence.

e In the US non-manufacturing PMI is due for release. In terms of the housing market,
new home sales numbers are released and we look for a decline to 513,000.

Selected Market News

Global risk sentiment continues to be fragile with another drop in Asian equities
overnight. The Nikkei index fell 1.1%, while the Chinese Shenzhen index is down 1.3%
and the Hang Seng index declined 1.8%. US equities also declined yesterday with the
Dow Jones falling 1.1%. The JPY strengthened further against the USD. The sour
sentiment follows weak economic numbers released in the US and Europe, which again
raises the question of the strength of global demand: US consumer confidence was
weaker than expected and the German IFO number fell short of expectations. The
weakness in global demand draws attention to this weekend’s meeting of G20 finance
ministers and central bank chiefs and whether they will signal a willingness to support the
world economy in some form (for further discussion, see Danske Bank: Market Turmoil,
Policy Responses and Market Implications), 12 February 2016.

The further fall in the oil price also continues to weigh on global risk sentiment.
Brent crude oil retreated 1.4% overnight to USD32.81 per barrel. The oil price remains
under pressure after Iran’s oil minister yesterday called a proposal by Saudi Arabia and
Russia to freeze oil production ‘ridiculous’. We think this shows the difficulties of OPEC
countries finding a common line on cutting back on production to stimulate the oil price,
see Strategy: Saudi-Russian oil output freeze no game changer. Other commodity prices
also fell (copper and aluminium down 1% and 1.65%, respectively) with gold the only
exception.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30 _1day +/-%
S&PS500 (close) 19213 ¢ -125
S&P500 fut (chng from close) 19100 ¥ -032
Nikkei 158853 v -1.04
Hang Seng 191073 ¥ -1.58
17:00 07:30 +/-,bp
us 2y gov 0.73 0.74 1.0
US 10y gov .78 172 ¥ -12
iTraxx Europe (IG) 108 108 0.5
iTraxx Xover (Non IG) 427 430 26
+/-, %
EUR/USD 1.104 1102 ¥ 018
usbD/JPY 112020 111.730 ¥ -0.26
EUR/CHF 1.09 1.09 0.12
EUR/GBP 0.782 0.789 0.79
EUR/SEK e357 9353 ¥ -005
EUR/NOK 948 948 ¥  -002
usb
Gil Brent, USD 33.2 327 ¥ -151
Gold, USD 1226.2 12275 0.11

Note:

* The iTraxx Europe Index shows the spread
development for the most liquid investment grade CDS
contracts in the euro credit market.

**The iTraxx Europe Crossover show the spread
development of the most liquid non-investment grade
CDS contracts in the euro credit market.

***The Markit CDX North America Investment Grade
Index shows the spread development for the most
liquid investment grade CDS contracts in the US credit
market.

Source: Bloomberg
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Scandi Markets

Norway. The most important release of the week, if not the quarter, is the February oil
investment survey today at 10:00 CET. In November the oil companies revised down
their estimates for 2016 quite considerably, probably as a result of the oil price falling
further from around USD50/bl to close to USD40/bl. As the price has since dropped again
to around USD33/bl, there is a significant risk of their estimates coming down further.
We reckon exploration activity in particular will be hit by the latest price slide and so
expect the industry’s investment estimate to be cut to NOK165bn, which is NOK5bn
lower than in November. This would translate into a decrease in oil investment this year
of around 14%, which is more than the 11% Norges Bank assumed in its December
monetary policy report. We do believe, however, that the chances of a serious downward
revision are relatively small, given that there is little to suggest any notable change in the
investment estimate for the Johan Sverdrup field. As oil investment continues to decline,
so, presumably, will activity in the supply sector, but it is entirely possible that the sector
will cope with prices in the 30s far better than many — including us — had feared. We also
get December unemployment figures from Statistics Norway. In line with consensus, we
expect the unemployment rate to stay unchanged at 4.6%. In addition, we will have a
closer look at the employment figures, to see if the weakening trend towards year-end
continued into 2016.

Sweden. Only a few months ago there was a lot of discussion about migration having a
devastating effect on Swedish state finances. Judging by recent media reports and
comments by banks in Sweden, this is no longer the case. Most banks now appear to
expect a reduction of the debt office's projection of the 2016-2017 borrowing
requirements as the new forecast is released today. Admittedly, we have seen several
months of tax revenues exceeding forecasts of late. From a market perspective, the most
interesting issue is whether the debt office makes any adjustments to the planned gross
supply of nominal bonds (according to the latest forecast SEK88bn per year in 2016 and
2017). We think not. First, we do not expect adjustments of the total (net) borrowing
requirement to be significant enough to justify a changed supply. Secondly, given that the
Riksbank is set to continue its weekly purchases of nominal bonds at least through June,
we would guess that the debt office would want to avoid scaling back supply, risking
negative effects on market liquidity.

Fixed Income Markets

The Portuguese debt office released new forecasts for the borrowing requirement and
issuance of PGBs for 2016. The borrowing requirement is raised as the overall budget
deficit increases, but the debt office has been able to fund EURL.7bn through its EMTN-
programme as well as EURO0.7bn in retail and other debt and to pay IMF EUR2.0bn,
which shows a combination of access to funding as well as a strong cash position. On top
of this, it announced a buyback in the 1Y, 2Y and 3Y benchmarks for February 25. This
is very supportive for the front end and will keep the curve steep, such that investors who
buy the 5Y bonds will enjoy a significant roll-down on the curve. Even though the front-
end PGBs rallied on the news, there is still plenty of value in e.g. the 2Y segment.

In terms of issuance, Germany is tapping EUR1bn in the old 30Y benchmark. We do not
expect to see a strong demand for this segment. Italy is tapping up to EUR1bn in the 15Y
linkers. Finally, the Italian debt office announced the terms for the BTPS auction on
Friday. Here it will launch a new 10Y benchmark (this was expected). It plans to sell up
to EUR4bn. Furthermore, there are taps in the 5Y BTPS and 7Y CCTeu for up to
EUR2.25bn and EUR2bn, respectively.
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FX Markets

Today focus will be on the Norwegian oil investment survey, which could come out on
the weak side and send EUR/NOK higher yet again. EUR crosses generally moved lower
yesterday, seeing EUR/USD breaking the 1.10 level for the first time since early
February. Notably, EUR/CHF also continued its recent trend lower despite market pricing
of SNB rate cuts becoming even more aggressive. A speech from SNB's Jordan yesterday
regarding the impact of negative rates in fact suggests to us that the SNB remains
reluctant to cut rates further even if ECB goes for more: while negative rates have been
necessary in a range of countries in order to fight deflation and, in the Swiss case, to
restore the required negative interest-rate differential to the eurozone, Jordan stressed that
there are limits as to how low rates can go without negative consequences and that the
transmission to the non-financial private sector has been far from perfect. We maintain
that despite the aggressive pricing on SNB (25bp rate cut priced in 3-6M) that SNB will
stay put if we are right in ECB going for a mere 10bp in March. This would clearly send
EUR/CHF lower but provided EUR/CHF stays above, say, 1.075, we think SNB will
prefer to stick to intervention to go against the resulting CHF appreciation pressure and
not cut rates in March, see FX Forecast Update, 17 February 2016 for details.

Markets

Key figures and events

\Wednesday, February 24, 2016 Period  DanskeBank Consensus Previous
6:00 JPY  Leading economicindex, final Index Dec 102.0
6:00 JPY  Small business confidence Index Feb 47.1 47.2
8:45 FRF  Consumer confidence Index Feb 97.0 97.0
9:30 SEK  Debt Office releases new 2016-2017 borrowing projection
10:00 NOK  Statistics Norway releases Q1 oil investment survey NOK bn 165
10:00 NOK  Unemployment (LFS) % Dec 4.6% 4.6%
13:00 USD MBA Mortgage Applications % 8.2%
1545 USD Markit service PMI, preliminary Index Feb 536 53.2
15:45 USD Markit composite PMI, preliminary Index Feb 582
16:00 USD New home sales 1000 (m/m) Jan 513 (-5.8%) 520 544.0(10.8%)
16:30 USD DOEU.S.crude oilinventories K 2147
19:15 USD Fed's Kaplan [non-voter, unknown) speaks

Source: Bloomberg, Danske Bank Markets
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Today's market data: 24 February 2016

STOCKS
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1month 0.8% 1month v -4.5% S&P500 1921 v -12%
Year-to-date v -6.0% Year-to-date v -114% NIKKEI (07:30) 15885 v -14%
FX & COMMODITIES
Oil, Brent,
1965 EUR/USDIntraday EUR 17:00 07:30 +- Gold, $ $
uUsb 110.35 mws Vv -0.20 | 07:30 1227.49 32.72
1104 1104 JIPY 12361 2307 ¥  -054|1day 189 W -0.55
GBP 78.24 78.86 0.62 | 1month 129.49 0.54
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Source: Bloomberg, Danske Bank Markets
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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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