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Market Movers

o In Europe, focus will be on the minutes of the January ECB meeting. We will look
for any indications of what instruments it is considering or prefers after the quite
dovish January meeting.

o Inthe UK, focus will be on the EU council meeting which starts today where the draft
deal between the EU and the UK is to be discussed.

o Scandinavia: Swedish inflation as well as the annual address from Norges Bank. See
Scandi markets, page 2.

e Finally, in the afternoon, focus will be on the Philly Fed survey as well as initial
jobless claims.

Selected Market News

The Central Bank of Mexico unexpectedly raised policy rates by 50bp yesterday to
support the Mexican peso.

Yesterday, the Federal Reserve published the minutes from the last FOMC meeting. The
minutes were clearly on the dovish side and based on them, it is hard to see another hike
at before June at the earliest.

In general, the Fed was not sure how to interpret the developments in the economy and
the financial markets since lift-off in December. We continue to believe that the Fed will
stay on hold until September due to continued stress in financial markets and the rising
risk of a systemic crisis.

The US equity market continued its recovery yesterday as risky assets rallied and US
Treasury yields rose.

Equity markets rose across Asia yesterday, benefitting from the positive sentiment.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30 1day +/-%
S&PS500 (close) 1926.8 165
S&P500 fut (chng from close) 1929.6 0.36
Nikkei 16208.3 2.35
Hang Seng 19351.2 2.25
17:00 07:30 +/-, bp
us 2y gov 0.76 073 ¥ -28
US 10y gov 184 181 ¥ -35
iTraxx Europe (IG) 110 109 v -06
iTraxx Xover (Non IG) 435 436 06
+/-, %
EUR/USD 1.113 1114 0.09
usp/Jpry 114300 113830 ¥ -032
EUR/CHF 111 1.10 v -0.09
EUR/GBP 0.778 0.780 0.25
EUR/SEK 9.489 9473 v -0.17
EUR/NOK 9.55 9I5]! v -0.38
usp
Gil Brent, USD 34.1 349 2.52
Gold, USD 12108 12091 ¥ -015

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

. . . . L . US S&P500 fut

The main focus in the Scandi markets today will be the Swedish inflation data for January wre
as well as the annual address from Norwegian Central Bank governor Olsen. There is a 1926 "
significant degree of uncertainty surrounding the data given index rebalancing as well as 1906 1906
. . . . . 1886 1886
various tax/subsidy changes from December, but inflation is expected to be below the — -
Riksbank’s projected path — read more here. 1846 1846
1826 1826
The annual address from Norges Bank is usually an opportunity to focus on structural 1806 1806

i i i Tue Wed Thu Fri Tue Thu
challenges for the Norwegian economy and rarely on concrete monetary policy issues.

However, given the current economic uncertainty both domestically and globally, we
cannot rule out this year’s speech being an exception and having a focus on monetary
policy. Read more here on our stance on Norwegian monetary policy.

Source: Danske Bank Markets

US 10y gov yield

1.88 1.88
Fixed Income Markets 178 178
The US Treasury bond market saw decent increases in yields yesterday led by the 5y on 1e8 REE
1.58 1.58

the back of stronger data with manufacturing production in particular rebounding well.
1 1 1 H 148 148

Against that backdrop, the market took some of it back on the rather dovish tone in the e Wed  Thu  Mon  Wed  Th

FOMC minutes, with the FOMC members acknowledging the uncertainty and risk to the

economic outlook. However, the minutes did not reveal any material news as they were

not much different from recent Fed member commentary, thus there is still only an

Source: Danske Bank Markets

aggregate of 10bp of rate increases priced for 2016. Global FX

In the European government bond market we have auctions from France and Spain. The RS USD/JPY (RHS)1 6
Spanish auction will be fairly small as the Debt Office is only selling between EUR3-4bn 1.141 A
in the 3Y-4Y and 10Y segments. France is also tapping in the 5Y segment as well as LG -
long-dated linkers. We expect decent demand for the Spanish bonds given the yield pick- 1101 e
up to EU peers. 1111 1112

Tue Wed Fri Mon Tue Thu

Source: Danske Bank Markets

FX Markets

Yesterday we sent out our revised FX Forecast Update — Central bank fatigue, 17
February. While we have marginally lifted our EUR/Scandi forecast profiles, the biggest ScandiFX
changes were those to our USD/JPY and EUR/GBP profiles:

963 EUR/SEK (LHS) EUR/NOK (RHS)
While we think the Bank of Japan (BoJ) will find it difficult to fight short-term 9.58 9.71
appreciation pressure on the JPY, we still think relative monetary policy will support 953 9.64
USD/JPY. We expect the BoJ to cut interest rates by 20bp in March and forecast a rise in 9.48 957
USD/JPY to 115 in 1M. Longer term, we expect cyclical and monetary policy divergence 9.43 9.50

(Fed hikes and BoJ rate cuts) to continue to support the case for a moderate increase in fue  Wed Fri Mon Tee

USD/JPY. We now target the cross at 119 in both 6M and 12M.

Source: Danske Bank Markets

In terms of EUR/GBP we have lifted our 1-3M profile due to the looming EU
referendum. We now target EUR/GBP at 0.78 (previously 0.76) in 1M and 0.80 in 3M
(previously 0.73) with the risks skewed towards further EUR/GBP upside going into a
possible referendum in June or July. Longer term, the outlook for EUR/GBP very much
depends on the outcome of the referendum. In our main scenario, we assume the status
quo for the UK, meaning that people vote to remain in the EU. We target EUR/GBP at
0.74 in 6M (previously 0.71) and 0.73 in 12M (previously 0.75) but stress that these
forecasts are subject to significant risk.



http://danskeanalyse.danskebank.dk/abo/RtMw1606110216/$file/RtM_w1606_110216.pdf
http://danskeanalyse.danskebank.dk/abo/NorgesBankMarch100216/$file/NorgesBankMarch_100216.pdf
http://danskeanalyse.danskebank.dk/abo/FXForecastUpdateFebruary170216/$file/FXForecastUpdate_February_170216.pdf
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Key figures and events

Thursday, February 18, 2016 Period  DanskeBank Consensus Previous
0:50 JPY  Exports v/y (%) Jan -11.0 -8.0
0:50 JPY  Import v/y (%) Jan -15.9 -180
0:50 JPY  Trade balance, s.a. JPY bn Jan 62.1 36.6
1:30 AUD Employment change 1000 Jan 13 -1
2:00 USD Fed's Bullard (voter, hawkish) speaks
2:30 CNY  PPI v/y Jan -5.4% -5.9%
2:30 CNY CPI v/y Jan 1.9% 1.6%
8:00 CHF  Trade balance CHF bn Jan 2.54
8:45 FRF  HICP,final m/mly/y Jan -1.0%10.4% -1.0%|0.4%
9:30 SEK  Underlyinginflation CPIF m/mly/y Jan -04%|1.6% -0.6%|1.4% 0.2%|0.9%
9:30 SEK  CPI m/mly/y Jan -0.6%|0.5% -0.6%|0.5% 0.1%]0.1%
10:00 EUR  Currentaccount EURDbnN Dec 26.4
13:30 EUR ECBaccount of the monetary policy meeting
14:30 USD Philadelphia manufacturingindex Index Feb -3.0 -3.5
14:30 USD Initial jobless claims 1000 275 269
17:00 EUR  EU summitin Brussels (UK negotiations)

17:00 USD DOEU.S.crude oilinventories K -754
18:00 NOK Norges Bank governor Olsen gives annual speech
21:30 USD  Fed's Williams (non-voter, neutral) speaks

Source: Bloomberg, Danske Bank Markets
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Today's market data: 18 February 2016

STOCKS
S&P500 Intraday, % Eurostoxx Intraday, %
Close +-
1.80 M/\,\/W_ 1.80 2.30 23 DJSTOXX50 2772 2.3%
\/,-V'_ OMXC20 917 2.4%
1.10 «/\/\—,\/ 110 1.40 1.4 OMXS30 1374 3.5%
OSE BX 555 4.3%
0.40 0.40 0.50 0.5
Close +/-
S ® 17 18 1o @ e 030 e 1 11 12 1 10 15 1B 17 B By JENES = =%
Grey line indicates closing of Danish markets Grey line indicates opening of US markets NASDAQ 4534 2.2%
1month 2.5% 1month v -0.9% S&P500 1927 16%
Year-to-date [ 7 -5.7% Year-to-date ¥ -10.6% NIKKEI (07:30) 16208 2.3%
FX & COMMODITIES
EUR/USD Intraday EUR 17:00 07:30 o G Oil., Brent,
1118 1119 : : b old, $ $
UsD 11.34 11.44 0.10 | 07:30 1209.05 34.94
o - JPY 127.26 12696 WV -0.30 | 1day 0.45 0.44
GBP 77.76 77.96 0.20 | 2month 120.15 6.39
NOK 954.86 95127 ¥ -359 | Year-t-date u763 ¥ -2.34
1113 1113 SEK 948.88 94726 V¥ -162
DKK 746.47 746.46 WV -0.01 CRB CRB, Raw
111.0 111.0 PLN 439.50 439.62 0.12 IM future Industrials
7 1@ 13 16 1§ =22 Ol @8 usD 17:00 07:30 +- | 07:30 162.54 42129
JPY 114.30 1393 WV -0.37 | 1day 3.67 0.63
1month 2.52 GBP U3.17 u2904 ¥ -0.23 | 1month 2.60 13.47
Year-to-date 2.82 CHF 99.29 991 ¥  .018|Yeartdae W -13.61 16.58
YIELDS & INTEREST RATES
USD-Yields Intraday Spread,
077 Policy Rate 3M bp 17:00 07:30 +-, bp
A Ea UsD 0.50 0.62 » USD 10Y 184 188 ¥ 3
074 - | Y — Usoey EUR 0.05 -0.19 -24 USD 30Y 271 267 ¥ 3
WWAbsL. 1.80 GBP 0.50 0.59 9 JPY 1OY 0.06 0.03 v -3
usD10 DKK 0.05 -0.09 -4
07 Yhsly 76 SEK 050 045 5 07:30(-1*  17:00 +£,bp
“ NOK 0.75 109 34 DEM 10Y 0.25 0.28 3
BEE = PLN 150 159 9 DKK 10Y 0.61 o061 V¥ 0
07 10 13 16 19 22 01 04
SEK Y 0.54 054 ¥ -1
NOK 10Y 137 137 0
PLN 10Y 3.02 3.02 0
* As of closing previous trading day
0 iccpcadi German‘éjs 50 o US Yield Curve German Yield Curve
6.0 10
25 25 50 g.g o0
2.0 2.0 4.0 0.7
15 15 3.0 82 e
1.0 10 2o 8:; e
05 1.0 0.2 05
03 0.0 0.0 0.1 j
@O Y Sy LEngy OO Emay | DEMSVR i DEMLOY
usb GBP FRF ITL DKK SEK NOKPLN .
08 024 os S 0730 ey S— 000 +/- bp (ight axis)
1 month ago (left axis) 07:30 (left axis)
1 month ago (left axis)
Credit spread, iTraxx s. 11* Creditspreads Swap Spread, bp**
140 600 17:00 07:30 +-
07:30 lday 1month 120 500 | USD DY
Europe (IG) 109 v oo 2 100 J BB JPY 10Y -14 -14 0
HiVol “2 0 8 80 A v-"“/\\”‘ v 200
Xover (N-IG) 436 Voo 47 60 \’,‘/vw"f 07:30(-)*  17:00 +-
a0 200 | EUR Y 0 5 5
20 100 | pkK 1Y 37 36 Voo
Finan. Sr. m v oo 24 0 0 SEK 10Y 43 41 v o2
Feb Apr May Jul Aug Oct Nov Dec Feb
Finan. Sub. 262 v 8 62 NOK 10Y 68 69 1
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




Danske Daily

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.
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