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Investment Research — General Market Conditions   

     
Market Movers  

 The main event for financial markets today will be Federal Reserve chair Janet 

Yellen’s appearance before the Financial Services Committee to deliver the semi-

annual report on monetary policy. Although the all important US jobs report Friday 

supported the notion that the US labour market continues to show progress, the recent 

significant tightening of global financial conditions and deterioration in other US key 

figures mean that Yellen, in our view, will aim not to strike a too hawkish tone on 

monetary policy. 

 In the UK, industrial and manufacturing production figures are due for publication. In 

the calculations of the first estimate of GDP growth for Q4 (which was 0.5% q/q), the 

Office for National Statistics assumed that industrial production declined 0.2% m/m, 

manufacturing production was flat. 

 In Scandi markets, focus will be on new CPI figures in Denmark and Norway.  

Selected Market News 

US NFIB small business optimism declined to 93.9 in January from 95.2 in December. 

Although it remains at a fairly high level, it has been trending down over the past year. In 

particular, small businesses have become much more worried about the outlook for the 

next six months. Although this is not one of the most important US key figures, it is 

another sign that the recovery in the US economy might have lost steam. Consequently, 

sentiment in financial markets remained weak yesterday, as investors took a cautious 

stance ahead of Yellen’s speech on monetary policy today. Stock prices and commodity 

prices declined yesterday and the trend has continued overnight with the Japanese Nikkei 

index falling 4%.  

The International Energy Agency (IEA) has just published the February version of the Oil 

Market Report. Among the few revisions to the outlook for supply and demand there 

were downward revisions to US and Chinese oil demand in Q4 15. Demand in both 

economies was revised down by 0.1mb/d. Hence, for China, the drop in oil demand in Q4 

15 turned out to be larger than previously thought. On the outlook for the oil market, IEA 

is, among other things, concerned about the impact on oil demand from the risk of lower 

global economic growth and the strong dollar. The US Energy Information 

Administration revised lower its forecast for US crude production in 2016. It now 

forecasts US crude production to fall to 8.7mb/d this year and to 8.5mb/d next year from 

9.4mb/d in 2015. 
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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 
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07:30 1 day +/-,%   

 S&P500 (close) 1852.2  -0.07   
 S&P500 fut (chng from close) 1843.8  -0.24   
 Nikkei 15671.6  -2.57   
 Hang Seng 19288.2  0.55   

17:00 07:30 +/-, bp   

 US 2y gov 0.66 0.69  3.2   
 US 10y gov 1.73 1.71  -2.1   

 iTraxx Europe (IG) 120 120  0.0   
 iTraxx Xover (Non IG) 461 463  1.6   

+/-, %   
 EUR/USD 1.132 1.129  -0.19   
 USD/JPY 114.780 114.570  -0.18   
 EUR/CHF 1.10 1.10  0.11   
 EUR/GBP 0.781 0.780  -0.09   
 EUR/SEK 9.496 9.500  0.04   
 EUR/NOK 9.69 9.68  -0.03   

USD   
 Oil Brent, USD 32.3 31.0  -4.06   
 Gold, USD 1193.5 1191.2  -0.20   

https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
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Scandi Markets  

Today's inflation numbers in Denmark should show an increase in y/y inflation to 0.7% 

due to base effects but as always in January the outcome is highly uncertain as many 

prices are only regulated once a year. The Economic Council (so-called wise men) has 

slashed its growth forecast for this year from 2.1% to 1.1%. It is mostly technical and 

driven by the very weak Q3 growth figures but it has also become more pessimistic on 

exports and investment. The new forecast is more in line with our view, although we are 

more optimistic on exports. The wise men maintain their outlook for a public deficit of 

3.2% of GDP this year and for 33k employment growth in 2016. 

Norway. The past year’s rise in core inflation has been due almost entirely to higher 

import prices in the wake of the weaker NOK. On the face of it, there is every reason to 

expect this effect to subside – and eventually reverse – once the NOK bottoms out. 

Norges Bank shares this view, which has made the market tolerant of relatively high core 

inflation. Nevertheless, we expect to see a slightly stronger pass through to consumer 

prices from higher import prices in the first few months of this year. The decline in the 

NOK krone has been so strong and so protracted that there is a need to re-price many 

imported consumer goods in order to maintain profitability. Therefore, we expect core 

inflation of 3.2% y/y in January, which is higher than consensus (3.0%) and Norges 

Bank’s projection of 2.97% y/y. 

In Sweden it is all about the Riksbank tomorrow. Hence, today's household consumption 

data for December will pass more or less without notice. The December print is set to be a 

tad softer but without questioning the strong underlying trend.   

Fixed Income Markets 

The main event today will be Fed Chairman Yellen’s testimony to the congress - this is 

the semi-annual policy report - and the markets are looking for a dovish stance given the 

turmoil in the market as well as the mixed data for the US economy. In Europe the market 

continues to raise expectations for ECB action in March such as more QE, depo rate cuts, 

an increase in the scope for QE to include credit bonds, two-tier deposit system etc., even 

though this is not filtering through to the peripheral government bonds or European banks 

yet. Here the pressure remains on especially Portugal and Greece and short term there 

seems to be limited relief as we have also seen in the past. However, when the ECB acts, 

we also get a forceful response in the market as seen in the past. Given that this is not a 

sovereign debt crisis but a European banking sector ‘crisis’, other measures are likely to 

be introduced by the ECB at the upcoming meeting in March or alternatively the use of 

ESM for direct bank recapitalisation as was done for the Spanish banks. Finally, Germany 

is opening a new Schatz today, where it sells up to EUR6bn. 

FX Markets 

The negative risk sentiment continues to dominate price actions in the FX markets and the 

safe havens EUR and JPY are still in demand. Yesterday, EUR/USD broke above 1.13 for 

the first time since October, while USD/JPY remains in sub-115 territory. In the current 

environment, data is less important and all focus will be on Yellen’s speech this 

afternoon. In order to stabilise markets, Yellen will probably need to send a very dovish 

signal and although this would imply less monetary tightening in the US, it should help to 

stabilise the USD.  

In the Scandi FX sphere, both EUR/SEK and EUR/NOK have moved sharply higher in 

recent days amid risk off sentiment. The EUR’s status as a preferred funding currency has 

driven EUR-buying in the beginning of the year despite increased speculation of more 

 

US S&P500 future 
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ECB easing. As a result of the close connection between the oil price and global risk 

sentiment (via global growth worries) the NOK is very vulnerable in the current 

environment. According to our models roughly two-thirds of this week’s spike in 

EUR/NOK has been driven by oil/risk sentiment and the last one-third by relative rates. 

While the move seems slightly overdone in relation to the move in fundamentals, we 

would be very careful trying to go against the move - especially as we continue to see a 

high risk of a Norges Bank rate cut in March, which is not fully priced. As a result our 

view on EUR/NOK remains that of ‘buy-on-dips’. 

In respect of EUR/SEK, positioning ahead of the Riksbank meeting tomorrow has 

weighed on the SEK. We expect the Riksbank to cut interest rates by 10bp and to signal a 

very dovish stance. The market is pricing 8bp for tomorrow suggesting that EUR/SEK 

could move a little bit higher on the decision. However, we still believe that upside is 

limited and rallies should be short-lived. Yesterday’s strong decline to 9.47 after the 

temporary break above 9.52 in our view supports this call. Indeed, a further sell-off in 

equity markets could potentially trigger some SEK selling due to rebalancing needs 

supporting further upside in the cross and although cautiousness is warranted given the 

global market turmoil we prefer to sell rallies. We continue to target EUR/SEK at 9.30 in 

1-3M but we stay on the sideline in EUR/SEK awaiting the Riksbank tomorrow. 

 

Key figures and events 

 
Source: Bloomberg, Danske Bank Markets 

  

Wednesday, February 10, 2016 Period Danske Bank Consensus Previous

0:30 AUD Westpac Consumer Confidence Index (% m/m) Feb 97.3|-3.5%

0:50 JPY PPI m/m|y/y Jan -0.7%|-2.8% -0.3%|-3.4%

8:45 FRF Industrial production m/m|y/y Dec 0.4%|… -0.9%|2.8%

9:00 DKK CPI m/m|y/y Jan -0.4%|0.7% -0.4%|0.6% 0.0%|0.5%

9:30 SEK Household consumption m/m|y/y Dec 0.1%|3.2%

10:00 NOK CPI m/m|y/y Jan 0.1%|2.5% -0.4%|2.3%

10:00 NOK Core inflation(CPI-ATE) m/m|y/y Jan 0.1%|3.2% -0.1%|3.0% -0.2%|3.0%

10:00 NOK PPI m/m|y/y Jan -4.5%|-10.8%

10:00 ITL Industrial production m/m|y/y Dec 0.2%|… -0.5%|0.9%

10:30 GBP Industrial production m/m|y/y Dec -0.2%|0.9% -0.1%|1.0% -0.7%|0.9%

10:30 GBP Manufacturing production m/m|y/y Dec 0.0%|-1.5% 0.1%|-1.4% -0.4%|-1.2%

13:00 USD MBA Mortgage Applications % -2.6%

16:00 USD Fed's Chair Yellen speaks m/m

16:30 USD DOE U.S. crude oil inventories K 7792

19:30 USD Fed's Williams (non-voter, neutral) speaks

20:00 USD Budget statement USD bn Jan 10.1
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Today’s market data: 10 February 2016 

 
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 
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not registered or qualified as research analysts with the NYSE or FINRA, but satisfy the applicable requirements 

of a non-U.S. jurisdiction. 
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