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Market Movers

e Euro area inflation figure for March is due today and we expect it to remain in
deflation territory. This should occur because the drag from energy price inflation is
set to go up despite the higher oil price. This is caused by the oil price being at a
higher level last year, hence taking the yearly inflation rate lower. Core inflation will
also be in focus after it declined to 0.8% in February from 1.0% in January. We look
for higher core inflation in March as the early timing of Easter will be supportive.
That said, the ECB's updated core inflation forecast of 1.1% on average in 2016 still
looks optimistic to us.

e Today, Chicago Fed’s Evans and New York Fed’s Dudley are scheduled to speak.

o We expect Norwegian retail sales to have climbed 0.2% m/m in February, see Scandi
Markets.

Selected Market News

Financial markets have appreciated the recent more dovish stance from the Federal
Reserve following the remarks from chairwoman Janet Yellen on Tuesday. The market
now does not discount the first full 25bp rate hike until next year, which consequently
pushed the dollar down close to the low from earlier this month, which is the lowest since
October of last year — EUR/USD tested 1.135 yesterday and seems to have found some
support above 1.13. Longer-term inflation expectations continued to recover yesterday as
well. Measured by the 5Y5Y breakeven inflation swap, inflation expectations have
recovered some 30bp since the bottom. The US stock market is also catching up — the
S&P 500 rose 0.5% yesterday and is now up about 1% in 2016.

Sentiment towards emerging markets has also found support from the change in tone on
US monetary policy. Notably, the Brazilian stock market continues to rally. However,
demand for Brazilian stocks is likely also getting support from the internal domestic
dispute, where Brazil’s largest party on Tuesday left Dilma Rouseff’s government
coalition raising bets on potential impeachment. An ousting of Dilma Rouseff is viewed
by the market as something that could turn the tide for the Brazilian economy amid a deep
recession. Finally, the oil market is also taking notice of the policy change. The price on
Brent crude yesterday tried to make a firm break from the USD40/bl level.

Interestingly enough, the market was not spooked by another strong US ADP job report
yesterday, which showed job gains in March of 200K and supports our call for 200K of
job gains in Friday’s non-farm payroll release. Comments from Chicago Fed’s Evans
yesterday may offer an explanation for the changed focus. Evans, although counted as a
dove in the FOMC, once again highlighted the worrisome development in inflation
expectations, which he thinks could be a result of the Federal Reserve undershooting its
inflation target for too long. Consequently, he said, this calls for a “very shallow (ed. rate
hiking) path’.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30 _1day +/-%
S&PS500 (close) 2064.0 044
S&P500 fut (chng from close) 20532 ¥ -010
Nikkei 16890.9 0.07
Hang Seng 20768.7 ¥ -0.17
17:00 07:30 +/-,bp
us 2y gov 0.79 075 ¥ -3.6
US 10y gov 1.86 181 ¥ -4.2
iTraxx Europe (IG) 73 72 v -04
iTraxx Xover (Non IG) 312 312 v -0.6
+/-, %
EUR/USD 12185 1132 v 029
usbD/JPY 112520 112320 ¢ -018
EUR/CHF 1.09 1.09 0.04
EUR/GBP 0.787 0.789 0.25
EUR/SEK 9.234 9227 ¥ -007
EUR/NOK 943 942 v -008
usb
Gil Brent, USD 402 388 ¥ -346
Gold, USD 12285 12284 ¢ -001

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

The big downside risk to the Norwegian economy is a sharp slowdown in household
demand. Consumer confidence fell steeply in 2015 but actual spending has held up well,
with growth in Q4 and an increase in January. February retail sales will therefore send
important signals about whether higher unemployment and lower wage growth are now
hitting private consumption. We expect retail sales to climb 0.2% m/m, which would
mean that private consumption makes a solid contribution to GDP growth again in Q1
and signal that recession and zero rates are still some way off.

Fixed Income Markets

While we wait for the non-farm payrolls on Friday, we have seen a divergence between
‘inflation expectations’ in Europe versus the US. We measure this by the 5Y5Y EUR
inflation forward relative to the 5Y5Y USD inflation forward and the oil price - normally
there is a fairly close correlation but this has broken down recently. One explanation can
be the ongoing strengthening of the EUR versus the USD and JPY. The stronger EUR
will dampen inflation expectations but it is remarkable that 5Y5Y EUR has not moved
upwards given the rise in the oil price even with the strengthening of the EUR.

The low inflation expectations are putting pressure on the ECB to do more easing, despite
the risk of a sharp turnaround in the EUR inflation expectations. The potential for more
easing from the ECB as well as redemptions and a more modest issuance picture in Q2
relative to Q1 should bode well for fixed income markets in Q2.

There are no government bond auctions today. Focus will be on the month-end
rebalancing in the various bond indices. The changes to the duration are fairly modest
apart from Belgium, where the duration increased by 0.44 on the back of the new 30Y
bond entering the Belgian bond indices.

FX Markets

USD bulls are losing confidence as Fed Chair Yellen’s latest comments seem to
undermine previous hawkish comments from other board members. Indeed, in our view
the dovish camp of the Federal Reserve seems to dominate with seven out of 10 voting
members indicating a maximum of two hikes this year (our estimates). With US monetary
policy setting focused on external developments — which now to a much lesser extent
seem deemed as ‘exogenous factors’ — even a strong non-farm payroll report on Friday
would most likely not be enough to trigger a renewed USD up-trend. Overall the latest
developments give us comfort in our long held non-consensus call of EUR/USD ending
the year higher.

In the Scandies focus returns to the NOK after yesterday’s higher-than-expected LFS
unemployment print. The spike in the unemployment rate, however, seems to have been
driven by a rise in the labour force — indeed the quarterly change to LFS employment has
been positive. As we wrote in yesterday’s edition, this left EUR/NOK an attractive
intraday bet on a move lower amid improved risk sentiment and a stabilisation in the oil
price. Today, we could see more upside to the NOK as we expect a solid retail sales print
(see paragraph above). While the announcement of Norges Bank’s daily NOK purchases
for April will catch the market’s attention, it is important to stress that only the size of the
non-oil budget deficit influences the net demand for the NOK. Having said this, we have
previously seen a short-lived announcement effect.
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Key figures and events

Thursday, March 31 D 2016 Period Danske Bank Consensus Previous
1:05 GBP  GfKconsumer confidence Index Mar 0.0
7:00 JPY  Housing starts v/y Feb 0.2%
8:45 FRF  Household consumption m/mly/y Feb 0.6%|0.6%
8:45 FRF  HICPinflation, preliminary m/mly/y Mar 0.3%|-0.1%
9:00 DKK CB's securities statistics Feb
9:00 DKK  Foriegn portfolioinvestments Feb
9:00 DKK  Gross unemployment s.a. K (%) Feb 116 (4.4)
9:00 ESP  HICPinflation, preliminary m/mly/y Mar -0.4%|-1.0%
9:00 ESP  Retail sales v/y Feb 3.3%
9:00 DKK  GDP,final a/aly/y 4th quarter 0.2%]...
9:55 DEM  Unemployment % Mar 6.2%
10:00 NOK Retail sales, s.a. m/m Feb 0.9%
10:00 NOK  Norges Bank's daily FX purchases m Apr -S00
10:30 GBP  Broad money M4 m/mly/y Feb 0.0%|0.8%
10:30 GBP GDP, third estimate a/qly/y 4th quarter 0.5%|1.9%
10:30 GBP Indexofservices m/m|3m/3m Jan 0.2%|0.7%
10:30 GBP Mortgage approvals 1000 Feb 74.6
11:00 ITL HICP inflation, preliminary m/mly/y Mar -0.4%|-0.2%
11:00 EUR HICP-coreinflation, preliminary v/y Mar 0.8%
11:00 EUR HICPinflation, preliminary v/y Mar -0.2%
14:30 CAD GDP m/mly/y Jan 0.2%|0.5%
1545 USD Chicago PMI Index Mar 47.6
18:30 CHF  SNB's Andrea Maechler speaks in Zurich

Source: Bloomberg, Danske Bank Markets
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Today's market data: 31 March 2016

STOCKS
S&P500 Intraday, % Eurostoxx Intraday, %
Close +-
250 886 170 1y DJSTOXX50 2822 10%
OMXC20 955 0.7%
0550 N\,w’vf'\_ 050 120 M 12 OMXS30 B77 2.1%
OSE BX 585 2.7%
0.10 0.10 0.70 0.7
Close +-
O W 17 1 @@ e en 080 H® 1o 11 18 15 0 15 16 Ay 1B DIy JEINSS iy Qi
Grey line indicates closing of Danish markets Grey line indicates opening of US markets NASDAQ 4869 0.5%
1month 6.8% 1month 0.8% S&P500 2064 0.4%
Year-to-date 10% Year-to-date v -9.0% NIKKEI (07:30) 16891 10%
FX & COMMODITIES
Qil, Brent,
ELIRAUSDIntradey EUR 17:00 07:30 +- Gold, $ $
113.7 113.7 uUsD 113.48 ms Vv -0.33 | 07:30 1228.39 38.81
IPY 17.69 r7o ¥ -059|1day 338 V¥ -0.45
113.4 113.4 GBP 78.68 78.88 0.20 | 1month ¥ -10.35 2.84
NOK 942.77 942,02 WV -0.75 | Year-t-date 166.97 153
113.1 113.1 SEK 923.35 92274 WV -0.61
DKK 745.18 745.34 0.16 CRB CRB, Raw
112.8 112.8 PLN 425.69 427.76 2.07 1M future Industrials
D7 10 13 16 19 B2 @l X usD 17:00 07:30 +- 07:30 170.97 440.21
JPY 12,52 m32 ¥ .020]1day Vv -049 WV -0.09
1month 4.42 GBP 144.23 U346 WV -0.77 | Imonth 7.76 18.08
Year-to-date 453 CHF 96.28 96.60 0.32 | Year-t-date ¥ 5.7 35.50
YIELDS & INTEREST RATES
USD-Yields Intraday Spread,
081 187 Policy Rate 3M bp 17:00 07:30 +I-, bp
uUsD 0.50 0.63 13 USD 10Y 186 181 [ 7 -4
0.79 l“‘\r,—‘]‘h 1 uspay!-85 EUR 0.00 -0.24 -24 USD 30Y 2.68 2.64 v -4
Wy ihs) GBP 050 059 9 JPY 1Y -0.09 -0.05 4
0.77 L IEDHELREE
|l Y (ths) DKK 0.05 -0.09 -4
0.75 ¥ 1381 SEK -0.50 -0.46 4 07:30(-)* 17:00 +-, bp
NOK 0.50 100 50 DEM 10Y 0.13 0.16 4
073 o 1% 16 15 28 o1 oa  ° PLN 150 157 7 DKK 10Y 0.39 0.45 5
SEK 10Y 0.52 0.53 1
NOK 10Y 124 124 0
PLN 10Y 2.83 2.86 3

* As of closing previous trading day
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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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