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Investment Research — General Market Conditions   

     
Market Movers  

 With the US market closed due to Thanksgiving, today is set to be a relatively quiet 

day on the data front. 

 At 10:00 CET, EU money supply figures (M3) for October are due to be released. 

We generally expect the recent strong growth to continue but are also waiting to see if 

the decline in growth in loans to non-financial corporations in September continues. 

This is one of the transmission mechanisms of the ECB’s QE purchases and if the 

upward trend has reversed, this will be a concern for the ECB. 

 Swedish trade balance data and financial market statistics are the highlights in Scandi 

space today. See Scandi Markets.  

Selected Market News 

Reports emerge on ECB easing options. European fixed income markets rallied and the 

EUR weakened yesterday amid reports on potential ECB measures to be announced at the 

key meeting on 3 December. The ECB seems likely to expand the scope of its QE 

programme by including a wider range of assets, potentially purchasing bonds issued by 

towns or regions, while even buying non-performing loans of banks’ balances are said to 

have been considered, according to Reuters (link). Furthermore, a two-tiered deposit rate 

system is being discussed, whereby banks would be charged a different deposit rate 

depending on the level of excess liquidity deposited. This could allow a bigger deposit 

rate cut, while cushioning the impact on banks’ profits. See the Fixed Income and FX 

sections on page 2 for further comments. 

Quiet day in the US. Trading volume was low and the major stock indices were broadly 

unchanged, amid a flood of data which seemed to confirm the picture of a US economy 

growing at moderate pace and leaving expectations for a December Fed hike unchanged. 

Durable goods orders rose a healthy 3.0% in October, though much of the increase 

appeared driven by a rebound in aircraft orders. Initial jobless claims fell 12k to 260k, i.e. 

close to the cycle-low of 255k reached in July. New home sales rebounded by 10.7% in 

October, while the University of Michigan sentiment indicator was revised lower to 91.3 

from the 93.1 flash estimate, presumably due to the impact of the Paris terrorist attack. 

Asia stocks push higher amid signs of easing geopolitical tensions. Nato officials 

yesterday called for ‘calm and de-escalation’, while US President Obama agreed with 

Turkish President Erdogan on the importance of such an event not being repeated. This 

morning, the key Asia stock indices are all trading in green. 

 
 
 
 
 

Market overview 

 
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 

 

Selected readings from Danske Bank Today’s key points 

 China Comment: Takeaways from 

trip to Hong Kong and Beijing 
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07:30 1 day +/-,%   

 S&P500 (close) 2088.9  -0.01   
 S&P500 fut (chng from close) 2090.5  0.11   
 Nikkei 19948.9  0.51   
 Hang Seng 22670.5  0.77   

17:00 07:30 +/-, bp   

 US 2y gov 0.94 0.93  -0.4   
 US 10y gov 2.24 2.23  -0.2   

 iTraxx Europe (IG) 71 71  -0.1   
 iTraxx Xover (Non IG) 298 299  0.5   

+/-, %   
 EUR/USD 1.061 1.062  0.12   
 USD/JPY 122.850 122.560  -0.24   
 EUR/CHF 1.09 1.09  0.01   
 EUR/GBP 0.703 0.702  -0.11   
 EUR/SEK 9.283 9.270  -0.14   
 EUR/NOK 9.19 9.19  -0.04   

USD   
 Oil Brent, USD 45.5 46.1  1.36   
 Gold, USD 1072.4 1073.3  0.08   

http://www.reuters.com/article/2015/11/25/us-ecb-policy-meeting-idUSKBN0TE0T620151125#xUkw4I6RV3sbH1Bp.97
http://danskeanalyse.danskebank.dk/abo/ChinaComment261115/$file/China_Comment_261115.pdf
http://danskeanalyse.danskebank.dk/abo/ChinaComment261115/$file/China_Comment_261115.pdf
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Scandi Markets  

Swedish household debt was a central theme in the Financial Stability report, which 

concluded that low interest rates and a supply versus demand mismatch have boosted 

asset prices in Sweden. We will probably see more of the same today when household 

lending figures for October are released. Separately, we expect trade balance for October 

to show a small surplus of 1.5bn. Finally, Ms Skingsley will talk monetary policy at 

08:00 CET. 

Fixed Income Markets 

Wednesday’s Reuters story added to market expectations of an aggressive ECB move. 

Roughly 16bp cut is now priced in for December and an accumulated 20bp cut is priced 

in over 12M. In the core markets 2Y to 5Y yields hit new all-time lows and in Italy the 

5Y is just a couple of bp from the March low. In the periphery Portugal continues to 

recover with the 10Y yield dropping 10bp supported by a strong auction. 

The Reuters story also included the interesting possibility of ‘introducing a two-tier 

penalty charge on banks that park money with the ECB’. Denmark has this to mitigate the 

cost on the banking system. However, such a system including a wide corridor could lead 

to more volatility in the EONIA. Of course there are many variables here including the 

degree of fragmentation in the money market, the fraction that could be parked at the 

higher rate etc. For now the market verdict is that the preparation of such a move hints at 

the ECB being aggressive including more than a 10bp cut. 

FX Markets 

While yesterday’s Reuters story of ECB considering a two-tier penalty charge drove 

broad-based EUR-weakness – amid markets speculating in more than a 10bp rate cut on 3 

December – it also raises some uncertainties as to the possibilities of setups. In FX 

markets it is the marginal rate of interest that is of importance and consequently the effect 

on the EUR could be more ambiguous than what one at first could assume. Irrespectively, 

market expectations continue to build around the ECB meeting and with the front end 

pricing of 16bp worth of cuts for December the downside risk to EUR/USD has naturally 

become lower - especially given the stretched level of bearish bets. Our short-term 

financial model has 1.07 as the current fair value estimate for EUR/USD.  

Norges Bank’s FX transactions released yesterday showed that foreign banks (proxy for 

speculative flows) last week net bought the Norwegian currency worth NOK4.7bn, which 

from a historical perspective is considerable. From an overall perspective, however, 

speculative NOK positioning  remains stretched short and consequently we expect short-

covering to eventually constitute a NOK positive when the business cycle turns in 2016 

and Norges Bank can signal no more need for rate cuts. According to our microstructure 

model on FX flows, the NOK is 4% cheaper than what a historical/statistical relationship 

suggests, thereby highlighting the rise in the NOK liquidity risk premium over the past 

year. Noteworthy, the liquidity premium seems to have diminished in recent weeks but 

we expect it to widen again in December when liquidity historically tends to worsen. 

Going forward we still see EUR/NOK risks as skewed to the upside. 

  

 

US S&P500 future 

 

Source: Danske Bank Markets 

 
 

US 10y gov yield 

 

Source: Danske Bank Markets 

 
 

Global FX 

 

Source: Danske Bank Markets 

 
 

Scandi FX 

 
Source: Danske Bank Markets 
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Key figures and events 

 
Source: Bloomberg, Danske Bank Markets 

  

Thursday, November 26, 2015 Period Danske Bank Consensus Previous

9:00 ESP GDP, final q/q|y/y 3rd quarter 0.8%|3.4% 0.8%|3.4%

9:30 SEK Household lending y/y Oct 7.4% 7.3%

9:30 SEK Trade balance SEK bn Oct 1.5 3.3

10:00 EUR Money supply (M3) y/y Oct 4.9% 4.9%

13:00 DEM GfK consumer confidence Net. Bal. Dec 9.2 9.4
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Today’s market data: 26 November 2015 

 
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 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 is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer 

and subsidiary of Danske Bank, 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. 


