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Market Movers
e The calendar of economic data releases is relatively thin today.

o Euro area industrial production for November is released today and we look for a
small decline in line with the German figure.

o In the US a large number of Fed members are speaking this week. The time after the
FOMC meeting in December has been quiet due to Christmas and the New Year, so
not much information from the Fed members has come out yet. Remember, as the
calendar now says 2016, voting rights have changed. Today we will hear more from
the dovish camp of the Fed board as both Rosengren (voter, dovish) and Evans (voter,
dovish) will give speeches on the economic outlook. The Fed Beige Book is due for
release tonight.

e In Canada GDP and retail sales figures are due for release.

Selected Market News

Market focus remains on developments in China and commodity markets.

This morning trade figures out of China surprised to the upside as the December trade
balance rose (in both USD and CNY terms) against market expectations of a drop. In
USD-terms exports dropped by only 1.4% y/y (consensus of -8.0%) and actually rose
2.3% when measured in local currency. Imports also surprised by dropping less than
expected. Overall the release offers support to the Chinese currency at a time where
Chinese authority intervention is fighting off currency depreciation (see next paragraph).

Over the last days the People’s Bank of China has drawn a line in the sand by
stepping up efforts significantly to halt the depreciation of the CNY and CNH versus the
USD. Today USD/CNY fixed at a stable level for the fourth consecutive day and the
CNY-CNH spread remains closed. Also China’s FX regulator (SAFE) is said to have
instructed some banks operating on the mainland to limit yuan outflows and to limit CNH
holdings.

In the short term a halt in the CNY and CNH decline will be supportive for risk
sentiment (see PboC draws a line in the sand, 12 January). This morning most Asian
stock indices are trading in green territory, as illustrated by the MSCI Asia Pacific index,
halting a seven-day period of drops by rallying the most in four weeks.

While WTI-oil yesterday temporarily breached the psychological barrier of USD30/bl,
the oil price has since stabilised on the back of the above. The global benchmark Brent
crude trades around 31 USD/bl this morning.

In Japan, Takatoshi Ito, a former colleague of Bank of Japan governor Kuroda, stated
that the Japanese economy has breathing space to allow a stronger JPY but that it would
be a problem if USD/JPY ‘goes to 115 from 117 and heads to 110, which would likely
prompt policy action.

Important disclosures and certifications are contained from page 5 of this report.

13 January 2016
Market overview
07:30 __1day +/-%
S&P500 (close) 1938.7 0.78
S&P500 fut (chng from close) 19423 0.90
Nikkei 17698.0 2.78
Hang Seng 20168.7 2.32
17:00 07:30 +/-,bp
us 2y gov 0.93 0.94 08
US 10y gov 2.14 213 ¥ -0.7
iTraxx Europe (IG) 86 87 04
iTraxx Xover (Non IG) S5 354 14
+/-, %
EUR/USD 1.084 1.083 ¢ -006
usp/JPY 117.840 118280 0.37
EUR/CHF 1.09 1.09 0.22
EUR/GBP 0.753 0749 ¥ -059
EUR/SEK 9.268 9.253 v -0.16
EUR/NOK 964 9.62 v -0.15
usb
Oil Brent, USD 31.0 31.2 0.39
Gold, USD 1088.3 10847 v -033

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

e The repercussions of the oil price
collapse: themes and market
views

o Conference call on the
repercussions of the oil price
collapse

e IMM Positioning Update

e FX Strategy: PBoC draws a linein
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Analyst

Kristoffer Kjeer Lomholt
+4545128529
klom@danskebank.dk

www.danskeresearch.com


http://danskeresearch.danskebank.com/abo/FXStrategyPBoC120116/$file/FXStrategy_PBoC_120116.pdf
http://danskeresearch.danskebank.com/abo/OilPriceRepercussionsil110116/$file/OilPriceRepercussionsil110116.pdf
http://danskeresearch.danskebank.com/abo/OilPriceRepercussionsil110116/$file/OilPriceRepercussionsil110116.pdf
http://danskeresearch.danskebank.com/abo/OilPriceRepercussionsil110116/$file/OilPriceRepercussionsil110116.pdf
http://danskeanalyse.danskebank.dk/abo/CONFERENCECALLTHEREPERCUSSIONSOFTHEOILPRICECOLLAPSE/$file/CONFERENCE_CALL_THE_REPERCUSSIONS_OF_THE_OIL_PRICE_COLLAPSE.pdf
http://danskeanalyse.danskebank.dk/abo/CONFERENCECALLTHEREPERCUSSIONSOFTHEOILPRICECOLLAPSE/$file/CONFERENCE_CALL_THE_REPERCUSSIONS_OF_THE_OIL_PRICE_COLLAPSE.pdf
http://danskeanalyse.danskebank.dk/abo/CONFERENCECALLTHEREPERCUSSIONSOFTHEOILPRICECOLLAPSE/$file/CONFERENCE_CALL_THE_REPERCUSSIONS_OF_THE_OIL_PRICE_COLLAPSE.pdf
http://danskeresearch.danskebank.com/link/IMMPositioningUpdate110116/$file/IMMPositioningUpdate_110116.pdf
http://danskeresearch.danskebank.com/abo/FXStrategyPBoC120116/$file/FXStrategy_PBoC_120116.pdf
http://danskeresearch.danskebank.com/abo/FXStrategyPBoC120116/$file/FXStrategy_PBoC_120116.pdf

Danske Daily

Scandi Markets

In Sweden, the PES labour market statistics for December are due for release. Markets
are looking for an unchanged unemployment rate of 4.1%. For the Riksbank, however,
tomorrow’s inflation print will be of far more interest.

Fixed Income Markets

Strong rally in the US session overnight with 10Y treasury yields pushed 6bp lower
fuelled by lower commodity prices. For once, the move was accompanied by rising
equities.

In the EUR FI market focus remains on the dense issuance calendar. The 10Y
syndicated deal from Belgium was pushed one day ahead and is set to be conducted
today. Germany is launching a new Bund (Feb-26) with a EUR5bn tap. Italy is tapping
EURS5.25-6.75bn in the Oct-18, Sep-22 and the Mar-32. A lot of risk was added to the
market this week and Spain is back tomorrow. Spain had a very strong result in the 10Y
deal yesterday with +29bn in bids and 9bn printed. The amount was unchanged compared
to last year’s 10Y January deal despite Spain having a lower issuance target this year of
125bn versus 140bn in 2015. The strong demand was also helped by a decent new issue
premium and we expect the bond to perform well in the coming sessions despite the high

supply.

In Scandinavia, Norway is tapping NOK3bn in the Mar-25. We expect limited demand
from domestics. There is foreign interest in NOK FX exposure but the maturity of the tap
could imply less non-domestics interest, see Norway auction preview, 12 January.

FX Markets

EUR and JPY declined overnight supported by an improvement in risk appetite. While it
probably is too early to call the end of the sell-off in risk assets, further signs of
stabilisation are likely to support EUR/USD downside and a higher USD/JPY. The
Chinese currency has also stabilised after stepped up efforts to halt the depreciation of the
CNY and CNH versus the USD by interventions in the offshore market. The CNH-CNY
has narrowed significantly to a slight negative after it was at +0.16 last week. The CNH
money market rates have declined substantially from a record high yesterday but money
market rates remain at elevated levels and the PBoC may want to keep rates high for
some time in order to dampen the appetite for further speculative CNH selling. However,
China will also sooner or later add liquidity back to the CNH market when things have
calmed down, reducing money market rates again. In the medium term we continue to
look for a weaker CNH and CNY as fundamentals are working in favour of this — but the
pace of CNY and CNH depreciation may be slow going forward.

GBP was sold off again yesterday on weaker than expected production data that fell the
most in nearly three years. Manufacturing output is affected negatively by the strong GBP
and the slowdown in manufacturing globally. UK growth continues to be driven by
domestic demand, especially private consumption, and the NIESR GDP estimate for Q4
still points towards GDP growth at 0.6% g/q — which is still above trend. However,
yesterday’s price actions underscore the very bearish GBP sentiment at the moment and
while GBP could remain under pressure in the short term due to weak risk appetite and a
dovish stance from the Bank of England tomorrow, a lot of negativity has been priced in
to the market, in our view. Moreover, GBP is significantly oversold, both technically and
according to our short-term financial models, which indicates that EUR/GBP at 0.728
would be fair given the latest decline in UK interest rates. We still expect GBP to recover
in the coming months and target EUR/GBP at 0.71 in 6M on relative growth and relative
rates.
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Key figures and events

Wednesday, January 13,2016 Period Danske Bank Consensus Previous
8:00 SEK  PES unemployment % Dec 4.1%
8:45 FRF  HICP m/mly/y Dec .10.2% 0.1%]0.2% -0.2%]0.1%
11:00 EUR  Industrial production m/mly/y Nov -0.2%... 0.1%|1.8% 0.6%|1.9%
12:00 EUR ECB's Lautenschlaeger speaks in Frankfurt
13:00 USD MBA Mortgage Applications % -11.6%
14:00 USD Fed's Rosengren (voter, dovish) speaks
16:30 USD DOEU.S.crude oilinventories K -5085
18:30 USD Fed's Evans (voter, dovish) speaks
20:00 USD Budget statement UusD bn Dec -2.7 19
14:30 CAD Retail sales m/m Oct -0.5%
14:30 CAD __GDP m/mly/y Oct -0.5%]0.0%

Source: Bloomberg, Danske Bank Markets
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Today's market data: 13 January 2016

STOCKS
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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.
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