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Investment Research — General Market Conditions   

     
Market Movers  

 The German trade balance figures for October are published this morning. 

Focus will be on export growth, which rebounded somewhat in September after the 

August figure showed the largest monthly decline since 2009. The signs of 

stabilisation in the Chinese industrial sector should support German exports but the 

weakness in US manufacturing remains a headwind. 

 Q3 German labour costs are also due for release. In line with the very low 

unemployment rate the labour costs recovered in 2014 and H1 15 but so far it has not 

resulted in higher German core inflation. On the other hand, very low inflation 

implies real wage growth is high and supportive of private consumption. 

 In Scandi markets focus is on Swedish household consumption, which should post a 

pronounced rise on the back of strong retail sales.  

Selected Market News 

The oil price is still very low with Brent trading just below USD41/bl after dipping 

below USD40/bl yesterday. The final push below the USD40/bl mark was delivered by 

an OPEC in disarray as illustrated at Friday's meeting. The lack of consensus on how to 

best serve the joint interest of the cartel has left OPEC conducting the oil equivalent of 

QE: each country is largely pumping as much as current facilities allow.  

In the short term, it is difficult to see what should fundamentally lift the oil price 

particularly going into next week’s FOMC meeting where a first Fed hike would likely 

result in a hit to risk appetite. A list of possibly necessary – but not individually sufficient 

– conditions for what will set the bottom (or even fuel a rebound) in the oil price include: 

(1) USD rally coming to a halt (we expect this in 3-6M), (2) non-OPEC supply cuts (we 

see this as likely in 2016), (3) OPEC coordination to cut (in our view, this is doubtful in 

2016), (4) positive growth surprises in China/EM region (we also consider this doubtful 

in 2016), (5) oil production costs stop plunging – watch shale costs (in our view, if oil 

production costs are unchanged from here we should get notable US supply cuts in 2016). 

The lower oil price has hit commodity-exporting countries and in particular the 

NOK was the big loser. EUR/NOK broke above 9.50 in a very thin market yesterday and 

given the risk that the oil price will fall further we would be careful in trying to catch the 

falling NOK-knife. The weakening of the currency is a strong argument against a 

December Norges Bank cut and we expect it to keep rates unchanged but admittedly the 

risk of Norges Bank delivering another 'insurance cut' has significantly increased with 

Brent crude trading USD8/bl below Norges Bank's latest projection. 

In China, People’s Bank of China has reduced the yuan reference rate to 6.4140, 

which is the lowest since August 2011. The CNY weakened just 0.1% to 6.425 

following the new fixing but has declined 0.4% since the IMF decided to include the 

currency in the SDR basket. The weaker CNY could also reflect bets being placed on a 

weakening as the Fed is expected to hike next week.  

 
 
 
 
 

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 

 FX forecast update: ‘ECB light’ 

leaves currencies range-bound 
 [Text]   
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07:30 1 day +/-,%   

 S&P500 (close) 2063.6  -0.65   
 S&P500 fut (chng from close) 2062.2  0.17   
 Nikkei 19320.4  -0.88   
 Hang Seng 21811.4  -0.43   

17:00 07:30 +/-, bp   

 US 2y gov 0.94 0.93  -1.4   
 US 10y gov 2.23 2.22  -1.2   

 iTraxx Europe (IG) 73 74  0.7   
 iTraxx Xover (Non IG) 301 304  3.1   

+/-, %   
 EUR/USD 1.087 1.091  0.40   
 USD/JPY 122.940 122.760  -0.15   
 EUR/CHF 1.08 1.08  0.19   
 EUR/GBP 0.725 0.727  0.22   
 EUR/SEK 9.261 9.274  0.13   
 EUR/NOK 9.54 9.54  -0.07   

USD   
 Oil Brent, USD 41.1 40.8  -0.51   
 Gold, USD 1074.3 1077.1  0.25   

http://danskeanalyse.danskebank.dk/abo/FXForecastUpdateDecember081215/$file/FXForecastUpdate_December_081215.pdf
http://danskeanalyse.danskebank.dk/abo/FXForecastUpdateDecember081215/$file/FXForecastUpdate_December_081215.pdf
mailto:perni@danskebank.
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Fixed Income Markets 

In the EUR govie market issuance is fading as we approach year-end. However, today 

Germany is conducting this week’s only EUR government bond issuance with a EUR3bn 

tap launch of the new Schatz Dec-17.  

We have more activity in the Scandi primary market today. Norway is tapping NOK2bn 

in the Mar-24. The current downward trend in the oil price and high FX volatility may 

reduce foreign demand at the auction. However, the cheapening versus swaps - below 

25bp now - should attract some domestic demand. Sweden is tapping SEK4bn in the Mar-

19 and the Dec-20. We continue to see value in the 5Y segment of the curve, while we are 

more hesitant in longer dated bonds. 

Denmark will be selling T-bills, Mar-2016 and Jun-16, at 10:15 CET. At the last auctions 

two weeks ago bids were low and we do also expect this to be the case today. However, 

we do expect to see some interest from foreign investors as both Mar-16 and Jun-16 offer 

great value when combined with a FX forward. The Mar-16 T-bill can be swapped into 

EUR and USD, respectively, with a pick-up of almost 10 and 40bp to maturity equivalent 

domestic government bonds. The pick-up for Jun-16 is identical for a EUR investor, 

10bp, but around 20bp for USD investors. 

FX Markets 

EUR and especially CHF gained substantially yesterday in a broad based sell-off in risk 

assets. Brent crude oil dipped below USD40/bl and once again currencies of commodity 

exporting countries took large hits. In particular the NOK was the big loser yesterday and 

EUR/NOK broke above 9.50 in a very thin market. In the short-term it is difficult to see 

what fundamentally should lift the oil price - especially going into next week’s FOMC 

meeting - and we would be careful in trying to catch the falling NOK-knife. Noteworthy, 

the weakening of the currency is a strong argument against a December Norges Bank cut 

as the NOK is currently significantly weaker than what Norges Bank projected back in 

September. Markets price roughly 8bp worth of cuts for the 17 December meeting; we 

expect an ‘unchanged’ call but admittedly the risk of Norges Bank delivering another 

'insurance cut' has significantly increased with Brent crude trading USD8/bl below 

Norges Bank's latest projection. 

The GBP also suffered substantially yesterday both against the EUR and USD and 

according to our short-term financial models EUR/GBP now trades in overbought 

territory, 1.2 standard deviation above the model’s estimate of 0.7260. Strategically we 

still like to be long GBP due to the very low Bank of England rate hike expectations for 

the coming 12 months (first full 25bp rate hike priced in November 2016), which we still 

think is out sync with the strong labour market. However, while the recent move higher 

indeed looks like an attractive selling opportunity, we think that the recent decline in the 

oil price and current poor risk environment will weigh substantially on Bank of England’s 

overall assessment, thus increasing the odds that the Bank of England is likely to maintain 

a fairly dovish stance at its meeting on 10 December. 

  

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 

 

  

Wednesday, December 9, 2015 Period Danske Bank Consensus Previous

0:30 AUD Westpac Consumer Confidence Index (% m/m) Dec 101.7|0.039

0:50 JPY Machine orders m/m|y/y Oct -1.6%|0.4% 7.5%|-1.7%

0:50 JPY Money supply M2 y/y Nov 3.5% 3.6%

2:30 CNY PPI y/y Nov -5.9% -5.9%

2:30 CNY CPI y/y Nov 1.4% 1.3%

7:00 EUR ECB's Lautenschlaeger speaks in Abu Dhabi

7:45 CHF Unemployment % Nov 3.4% 3.4%

8:00 SEK Prospera inflation expectations

8:00 DEM Trade balance EUR bn Oct 21.5 22.8

8:00 DEM Labour costs q/q|y/y 3rd quarter 0.9%|3.1%

9:00 DKK Trade balance ex ships DKK bn Oct 4.8

9:00 DKK Exports m/m Oct

9:00 DKK Current account (nsa|sa) DKK bn Oct 17.0|12.5

9:30 SEK Household consumption m/m|y/y Oct 0.2%|2.4%

13:00 USD MBA Mortgage Applications % -0,2%

16:30 USD DOE U.S. crude oil inventories K 1177

21:00 NZD Reserve Bank of New Zealand (cash rate decision) % 2.5% 2.8%
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Today’s market data: 09 December 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 
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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. 


