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Investment Research — General Market Conditions   

     
Market Movers  

 US mortgage applications is the only key data release today. 

 Markets are in wait-and-see mode ahead of the all-important ECB meeting tomorrow 

with the rate decision at 13:45 CET and the press conference starting at 14:30 CET. 

We expect the ECB to cut the deposit rate by 10bp to -0.4%, to introduce a two-tier 

deposit rate system aimed at reducing the cost to the banking sector and to signal that 

the deposit rate can go even lower. We also look for the ECB to front-load the QE 

purchases by EUR20bn p/m in spring to signal willingness to support inflation. 

 Bank of Canada will announce its rate decision at 16.00 CET. There is a strong 

consensus that the policy rate will be kept unchanged at 0.5%.    

Selected Market News 

The weak Chinese data released yesterday showing a 25% y/y drop in Chinese exports 

measured in USD weighed on risk sentiment and all major equity indices in Europe and 

the US ended the day in red. 

Especially China-sensitive commodity stocks came under pressure after the gains seen 

last week, when commodity prices recovered somewhat. Commodities were under 

renewed pressure as well and Brent oil is once again below USD40 a barrel. That said, oil 

is still up more than 40% from the January low. In fact we argue in our China Flash 

Comment (see link to the right) that one should be careful reading too much into the 

February export data. Both a base effect and the Chinese New Year distort the numbers. 

However, the market does not seem to share our view on the Chinese numbers and 

overnight Asian stock markets have seen strong selling pressure. Chinese stocks in 

Shanghai are down close to 3% and Nikkei is down 1.3% at the time of writing. 

The new growth concerns have been very supportive for global fixed income markets and 

especially Japanese yields were sent lower this week after a very strong auction in the 

30Y segment yesterday that pushed 30Y JGB down by more than 20bp to as low as 

0.46% last night. Overnight we have seen some profit-taking in long JGBs though, and 

yields on the 30Y have edged some 10bp higher again but the ultra long end of the 

Japanese curve is still down 80bp since December last year. It seems that the negative 

deposit rates are pushing investors further and further out on the curve in Japan. The very 

low JGB yields supported both the European and the US fixed income market and 10Y 

Germany is once again below 0.20% and 10Y Treasury yields dropped 5bp during the 

session to currently 1.85%. The rally in JGBs might be a ‘warning’ of what could be in 

store if the ECB steps up its easing significantly tomorrow. Remember, the German yield 

curve is still significantly steeper than it was April last year when 10Y yields in Germany 

reached 7bp.   

 

 
 
 
 
 

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) 1979.3  -1.12   
 S&P500 fut (chng from close) 1985.1  0.21   
 Nikkei 16645.5  -0.82   
 Hang Seng 19926.2  -0.43   

17:00 07:30 +/-, bp   

 US 2y gov 0.86 0.88  1.6   
 US 10y gov 1.81 1.85  4.0   

 iTraxx Europe (IG) 92 92  0.5   
 iTraxx Xover (Non IG) 379 380  1.5   

+/-, %   
 EUR/USD 1.104 1.098  -0.61   
 USD/JPY 112.560 112.590  0.03   
 EUR/CHF 1.10 1.10  -0.05   
 EUR/GBP 0.777 0.774  -0.40   
 EUR/SEK 9.361 9.340  -0.22   
 EUR/NOK 9.43 9.42  -0.09   

USD   
 Oil Brent, USD 39.9 39.8  -0.30   
 Gold, USD 1268.6 1255.8  -1.01   

http://danskeanalyse.danskebank.dk/abo/FlashCommentChina080316/$file/FlashComment_China_080316.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentChina080316/$file/FlashComment_China_080316.pdf
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  

Sweden. Riksbank's Deputy Governor Cecilia Skingsley takes a hawkish stance in 

morning paper SvD, saying she now has greater tolerance for oil price shocks and a 

stronger currency as long as it does not change the long-term prospects for growth and 

inflation. In principle, she does not rule out further rate cuts but more is now required for 

that. Arguably, this is bearish for rates and bullish for the SEK. In addition, the Swedish 

consumption indicator in January is expected to print 2.5-3.0% y/y, as suggested by retail 

sales. 

Fixed Income Markets 

In the European Fixed Income markets all eyes are on the ECB meeting tomorrow. The 

recent rally in the long end of the JGB curve that yesterday pushed 30Y JGB yields below 

0.50% (though somewhat higher this morning) shows that if the ECB surprises on the 

upside there is still room for further flattening of the Euro curves as well. In that respect 

the 2Y10Y curve is still 40bp steeper compared to the absolute low April last year when 

10Y Germany dropped to 7bp. 

Today, focus in the EGB market will be on Portugal that will reopen the PGB Apr-21 and 

the PGB Jul-26 for a total tap of EUR1.25bn. The taps come despite the concern about the 

Portuguese budget situation and despite the removal of the positive outlook from Fitch on 

Friday.  

Germany will tap in the Mar-18 Schatz for the first time to the amount of EUR4bn. 

Despite a record low yield the auction is expected to go well ahead of the ECB. Note that 

last week’s tap in the 5Y Bund benchmark went well. 

Finally, Norway will be tapping in the new 10Y bond for a second time. Norges Bank 

also tapped the 10Y last week and after a disappointing inaugural auction demand was 

better at this auction. Given the outlook for further easing from Norges Bank and 

indications that the oil price has stabilised together with the NOK, we start to see some 

value in NGBs again. Also the spread against Bunds at around 115bp looks interesting. 

For more see our auction preview, 8 March. 

  

 

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, March 9, 2016 Period Danske Bank Consensus Previous

0:30 AUD Westpac Consumer Confidence Index (% m/m) Mar 101.3|4.2%

0:50 JPY Money supply M2 y/y Feb 3.2% 3.2%

9:00 ESP House price index q/q|y/y 4th quarter 0.7%|4.5%

9:30 SEK Household consumption m/m|y/y Jan -1.0%|2.6%

10:30 GBP Industrial production m/m|y/y Jan 0.5%|0.1% -1.1%|-0.4%

10:30 GBP Manufacturing production m/m|y/y Jan 0.2%|-0.7% -0.2%|-1.7%

13:00 USD MBA Mortgage Applications % -4.8%

16:00 CAD Bank of Canada rate decision % 0.5% 0.5% 0.5%

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

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

 


