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Market Movers

o In the euro area, we get M3 money supply and bank lending figures. Growth in M3
has started to slow a bit in the past months, which might indicate that economic
growth will slow in the latter part of H2 16. The bank lending figures could also
attract some attention in light of the current focus on bank credit. We saw some
weakness in lending growth in December but as the figure can be quite volatile, we
suggest awaiting this number before drawing any conclusions.

e Inthe UK, we do not expect any revisions to overall GDP growth in Q4 in the second
release to be released today, i.e. we expect an unchanged print of 0.5% g/q. However,
it is the first time the subcomponents from the expenditure side are published and we
expect them to show that private consumption was still the main growth driver.

e Inthe US, we will get January data on durable goods orders. The weakness in durable
goods demand has been a major factor behind the downturn in the US manufacturing
sector and a turn in demand would be very much welcomed.

e St. Louis Fed President Bullard speaks today. Last week he made a very dovish
impression, stating that he thinks it is unwise to proceed with the hiking cycle when
inflation expectations continue to decline.

Selected Market News

Market movements have been scattered overnight. The US equity market reversed
early losses and finished in the plus after the oil price stabilised. Most Asian stock
markets are posting similar gains this morning, notably the Japanese Nikkei index, which
is up 1.5% following reports that the government is considering an increase in spending
to support economic growth. The JPY is weakening against the USD as a sign of better
risk sentiment. However, the Chinese stock market fell sharply by 3%, the most in a
month. With no major economic news out China today, investors appear to be concerned
that recent gains may be overdone relative to an uncertain economic outlook. In the UK, a
Bloomberg survey showed said that there is a 40% probability of an economic recession
should a Brexit happen (for more coverage, see The UK's EU Referendum — Brexit —
what if?), 22 February 2016.

The uneven market developments seem to reflect uncertainty about the fundamental
strength of the world economy. Last night, the IMF called for the G20 meeting in
Shanghai this weekend to come up with ‘a strong policy response, both national and
multilateral, including from the G20’ if downside risks materialise given concerns about
slowing global economic growth due to the global impact of China’s transition to more
balanced growth and signs of distress in emerging markets. IMF calls for both fiscal
policies (where there is fiscal space) and balance sheet repair in the financial sector as
well as preparedness of a coordinated G20 plan. However, US treasury secretary Lew
sounded less alarmed yesterday about the global economic outlook, saying ‘this is a
moment where you’ve got real economies doing better than markets think in some cases’
and that markets should not ‘expect a crisis response in a non-crisis environment’ ahead
of the G20 meeting.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30 _1day +/-%
S&P500 (close) 19298 044
S&P500 fut (chng from close) 19325 0.12
Nikkei 16178.0 165
Hang Seng 18991.9 v -1.04
17:00 07:30 +/-,bp
Us 2y gov 0.71 0.75 3.9
US 10y gov 1.67 1.73 65
iTraxx Europe (IG) 110 111 08
iTraxx Xover (Non IG) 443 446 25
+/-, %
EUR/USD 1.104 1.103 ¢ -003
usb/Jry 111.170 112.400 1.11
EUR/CHF 1.09 1.09 0.23
EUR/GBP 0.791 0.792 0.15
EUR/SEK 9.350 9.353 0.04
EUR/NOK 9.56 9.56 v -0.05
usb
Gil Brent, USD 330 346 4.88
Gold, USD 1247.8 12352 ¢ -101

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

A lot of Swedish data out this morning. NIER confidence for February is expected to
show continued decline — if anything — in consumer confidence and also slowing inflation
expectations, both in line with previous trend. Business confidence is more split with
manufacturing surging past months while other sectors, construction, retail tarde and
private services all showing a tendency to peak. But there is also data on trade balance,
household lending and PPI not least where focus will be on import prices (a key aspect of
Riksbank's inflation take). Moreover, the budget management authority (ESV) releases
January budget outcome, possibly a cross check on SNDO's figures and forecast released
yesterday.

Fixed Income Markets

For most of 2016, the EUR fixed income rally has been very front-end driven with 2Y
rates being pushed to new record-low levels on continued ECB deposit cut expectations
and with curves keeping a steep shape. However, for the past weeks the short tenors have
sidelined with longer tenors continuing down bull flattening the curve. In particular this
week the curve flattening has been pronounced and 30Y swap rates thus stand at levels
only seen in March and April last year before the big sell-off. In German bonds we are
thus getting closer to ‘return-free-assets’ as curve flattening is removing return from roll-
down and with duration risk still intact we recommend to be very cautious with outright
longs in longer segments at these levels.

FX Markets

With a light calendar topped by US durable goods orders, FX markets will look ahead to
the G20 meeting tomorrow, albeit any hopes for a coordinated policy response should
probably be kept at bay.

Following the weak Norwegian oil investment survey yesterday, we look for more NOK
weakness near term - not least as a Norges Bank (NB) March cut is not fully priced. NB
has indicated that monetary policy is the first line of defence against weaker growth and
that a weak currency is a crucial part of the economy’s transition phase. We expect NB to
cut rates in March and with EUR/NOK highly sensitive to risk appetite we expect this to
weigh on the NOK. Indeed, the latest risk rally is characterised by ‘relief’ rather than
‘fundamentals’, leaving a high likelihood of a correction soon. We do not expect the oil
price to rally short term amid the global supply glut and as we consider recent OPEC
comments to be ‘cheap talk’. Also, NB’s weekly flow data show short NOK positioning
is less stretched.
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Key figures and events

Thursday, February 25, 2016 Period  DanskeBank Consensus Previous
1:00 USD Fed's Bullard (voter, hawkish) speaks
8:00 DEM HICPinflation, final m/mly/y Jan -1.0%|0.4%
8:00 DEM  GfKconsumer confidence Net. Bal. Mar &3 9.4
9:00 ESP  GDP,final a/aly/y 4th quarter 0.8%|3.5% 0.8%|3.5%
9:00 SEK  Consumer confidence Index Feb 96.8 97.5
9:00 SEK  Economic Tendency Survey Index Feb 109.1 1119
9:00 SEK  Manufacturing confidence Index Feb 115 115 120.8
9:30 SEK  Householdlending v/y Jan 7.5%
9:30 SEK  Trade balance SEK bn Jan 20 1.0 4.7
9:30 SEK  PPI m/mly/y Jan -0.7%]-1.9%
10:00 EUR  Money supply (M3) v/y Jan 4.5% 4.7% 4.7%
10:00 ITL Business confidence Index Feb 103.2
10:30 GBP GDP,secondrelease a/aly/y 4thquarter 0.5%[1.9% 0.5%|1.9% 0.5%|1.9%
10:30 GBP Indexofservices m/m|3m/3m Dec 0.003|0.007 0.002|0.006
11:00 EUR HICPinflation m/mly/y Jan -1.4%0.4% 0.0%|0.2%
11:00 EUR HICP-coreinflation,final % Jan 1.0% 1.0%
14:15 USD Fed's Lockhart (non.voter, neutral) speaks
14:30 USD Capital goods orders, non-defense ex air, preliminary % Jan 1.0% -4.3%
14:30 USD Durable goods orders, preliminary m/m Jan 2.5% -5.0%
14:30 USD Initial jobless claims 1000 262
15:00 USD FHFA house priceindex m/m Dec 0.5% 0.5%
18:00 USD Fed's Williams (non-voter, neutral) speaks
22:45 NZD _ Trade balance NZD M Jan -250 -53

Source: Bloomberg, Danske Bank Markets
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Today's market data: 25 February 2016

STOCKS
S&P500 Intraday, % Eurostoxx Intraday, %
Close +-
0.40 /"\r— 0.40 - o DJISTOXX50 2683 v -2.3%
A, OMXC20 910 v -3.3%
030 030 156 5 OMXS30 1328 v -2.8%
OSE BX 545 v -2.9%
-1.00 W 1.00 230 W 23
Close +H-
1.70 1.70 3.10 3.1 o
15 16 17 18 19 20 =21 09 10 11 12 13 14 15 16 17 18 BOHY JONES TES O
Grey line indicates closing of Danish markets Grey line indicates opening of US markets NASDAQ 4543 0.9%
1month 2.8% 1month v -5.9% S&P500 1930 0.4%
Year-to-date v -5.6% Year-to-date 07 -13.5% NIKKEI (07:30) 16178 v -2.3%
FX & COMMODITIES
Qil, Brent,
196G ELIR/USD Intraday. - - EUR 17:00 07:30 +- Gold, $ $
uUsD 110.37 134 V¥ -0.03 | 07:30 1235.20 34.60
1103 1103 JPY 122.69 124.02 133 | 1day 6.45 0.19
GBP 79.08 79.20 0.12 | 1month 127.24 4.10
1100 1100 NOK 956.02 95556 ¥ -0.46 | Year-t-date w378 WV -2.68
NED NED SEK 934.96 935.29 0.33
DKK 746.23 746.29 0.06 CRB CRB, Raw
109.4 1094 PLN 438.44 4370 ¥ 134 M future Industrials
Oz 1@ 13 16 19 22 Ol @2 usD 17:00 07:30 +- | 07:30 16149 422.40
JPY miz 112.40 123 | 1day 106 0.61
1month 185 GBP 139.55 13932 WV -0.23 [ 1month 104 138
Year-to-date 172 CHF 98.58 98.84 0.26 | Year-t-date v -14.65 17.69
YIELDS & INTEREST RATES
USD-Yields Intraday Spread,
077 Policy Rate 3M bp 17:00 07:30 +-, bp
-~ 0.5 usb 0.50 0.63 B USD 1Y 167 173 7
A EUR 0.05 0.20 25 USD 30Y 253 2.60 6
074 ""\ [ UEDby : e B . .
WI A”‘ (hs) 171 GBP 0.50 0.59 9 JPY 1OY -0.06 -0.05 1
O usb1o DKK 0.05 -0.08 -13
071 V) el ) g7 SEK -0.50 -0.49 1 07:30(-)*  17:00 +,bp
g NOK 0.75 107 32 DEM 10Y 0.17 0.15 v -3
068 163
07 10 1z 16 13 22 o1 oa PLN 150 158 8 DKK 10Y 0.56 0.50 v -6
SEK 1Y 0.54 047 ¥ 7
NOK 10Y 141 141 0
PLN 10Y 2.92 280 V¥ -3
* As of closing previous trading day
10YYield S dto G
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0.0 usb2y usDsY uspioy 0.0 2.0
usD I GBP FRF ITL DKK SEK NOKPLN EEVEY  REMEMR EIENNY
4 -0.20 4 SN D-t-D +/-, bp (right axi
03 03 07:30 6eftpa>£ir;]g ) SN, D-t-D +/-, bp (right axis)
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Credit spread, iTraxx s. 11* Credit spreads Swap Spread, bp**
140 600 17:00 07:30 +/-
07:30 lday 1month 120 500 USD oY
Europe (IG) m 0 100 /\\ 400 JPY OY -5 -5 0
HiVol 137 0 80 ;
;\’J}AA \-mv/ 300
Xover (N-IG) 446 1 60 07:30(-D)* 17:00 +/-
40 200 | EUR DY 0 5 »
20 100 | pKK 1Y 37 38 1
Finan. Sr. 124 0 SEK oY 40 43
. Feb Apr May Jul Aug Oct Nov Jan Feb
Finan. Sub. 276 2 NOK 10Y 65 63 v -2
Non-finan. iTraxx Europe (IG) (left axis)
iTraxx Xover (Non IG) (right axis) * As of closing previous trading day
* Ask price ** Ask price

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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