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Investment Research — General Market Conditions   

     
Market Movers  

 No major data releases today but financial markets will be digesting the impact of the 

failed oil talks in Doha and whether this will give rise to a renewed downward trend 

in the oil price that could weigh on commodity producing countries and risk assets in 

general. 

 Markets will also be looking forward to this week’s ECB meeting on Thursday. We 

do not expect any policy changes but we believe Draghi will sound dovish as inflation 

expectations are still very low and the effective EUR is stronger. Specifically we 

expect Draghi to re-open the door for rates cuts. 

Selected Market News 

While it is relatively quiet on economic releases, it has been quite an eventful weekend in 

terms of international meetings (OPEC/non-OPEC in Doha and the IMF spring meetings 

in Washington DC). In relation to the Doha talks, OPEC and non-OPEC producers on 

Sunday failed to reach a production freeze accord. The striking point looks to have been 

the absence of Iran at the meeting and reluctance of Saudi Arabia to go ahead without 

Iran participating in the deal. Brent crude opened USD3/bl lower this morning at 

USD40/bl following the disappointing outcome but recovered later in today’s trading 

session. Despite the failed Doha talks, we still expect the price of Brent crude to recover 

to USD46/bl in Q4 16 and to USD52/bbl in 2017 on the back of a lower USD, stronger 

global economic activity and a decline in non-OPEC oil output. 

Adding to the general negative sentiment in the market was a relatively pessimistic view 

on global growth potential at the weekend’s IMF spring meetings. The communiqué calls 

for member countries to rigorously pursue structural reforms and growth-friendly fiscal 

policies (although IMF staff notes that fiscal trends have worsened in many countries, not 

least emerging markets). Furthermore, the meeting highlighted a potential Brexit as an 

important global economic risk. 

Following the events over the weekend, Asian markets opened on a sour note this 

morning with the Nikkei index down almost 3% and the Chinese CSI 300 index falling 

1% despite relative strong Chinese property price increases, indicating that the prices rose 

in 62 major cities in March, up from 47 in February, which shows that the rebound in the 

property market is taking hold, which supports our call of a rebound in the Chinese 

construction sector. The JPY is also stronger against the USD by about 0.7%, despite 

IMM positioning data showing that long Japanese speculative bets reached new highs last 

week (see our latest publication on IMM positioning data out this morning). 

 

 

 
 
 
 
 

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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Scandi Markets  

The main event in Sweden this week will be the Riksbank meeting on Thursday. We 

think that the probability that the Riksbank will expand and extend its current QE 

programme has fallen below 50%. The reason for our shift in opinion – we previously 

assessed the likelihood to be higher that the Riksbank would expand and extend the 

purchase programme by another SEK50bn in April – is that Deputy Governor Cecilia 

Skingsley expressed herself clearly that the strong economy and rising inflation give 

respite for the Riksbank, suggesting it is ‘time to look further ahead’. 

Fixed Income Markets 

The failed OPEC talks on reducing oil supply should ensure a solid bid to Bunds as we 

enter the week. The 30% increase in the oil price over the past two months has been a 

supportive factor for inflation and BEIs.  

Yesterday it was exactly one year ago that the German 10Y benchmark yield hit an all-

time low (4.9bp intraday) – let us see of the postponement/failure in the oil freeze talks 

will push the market to a new record low this week. The increased ECB buying is pushing 

in the same direction and today’s release of the weekly purchases will show whether the 

entire 20bn increase really is done in the public sector programme as was the pattern in 

the first week of April, see chart. The ECB meeting on Thursday is this week’s main 

event. We think Draghi will re-open the door for further rate cuts although we doubt that 

they will be delivered – see preview. 

Supply this week is kicked off by Belgium today tapping EUR2.6bn in 21s, 26s, 32s and 

35s. Spain will today announce the size of Thursday’s duration heavy tap in 26s, 32s and 

41s. 

FX Markets 

The week has started with a negative appetite for risk assets as there was no deal 

following the talks between the largest oil-producing countries in Doha over the weekend. 

In particular commodity currencies like the NOK, CAD and AUD fell along a USD2/bl 

decline in the Brent oil price, while USD/JPY dropped back below 108 on safe-haven 

demands and a lower oil price, which is a clear positive for the Japanese current account. 

In terms of data releases, the calendar is quite thin in the coming days and price actions 

will likely be dominated by a ‘wait-and-see’ stance ahead of the ECB and the Riksbank 

meetings on Thursday. 

On Friday we published our monthly FX Forecast Update. The main takeaway is that the 

challenging FX environment so far this year is most likely to continue. Especially the 

UK’s upcoming EU referendum on 23 June is a big uncertainty as a Brexit vote will have 

large implications for the FX market. In terms of EUR/USD, we are entering a period in 

which relative rates could increasingly play a role again due to a softer positioning (less 

short  EUR/USD). Moreover, a Brexit risk premium could also be factored in adding 

further downside pressure in the coming months. We kept our forecast unchanged 

targeting 1.12 in 1-3M. Longer term, we still forecast a sustained move higher towards 

1.18 in 12M as valuation continues to drive the cross higher.  

In the Scandies, we revised our EUR/SEK targets lower now targeting 9.10 in 1-3M 

(from 9.20), 6M at 9.00 (from 9.10) and 12M at 8.90 (from 9.10) as we think that the 

Riksbank will stay on hold and taking into account the fundamental backdrop which 

continues to suggest that the pair should move lower. We also revised down our forecast 

for EUR/DKK and now forecast 7.4425 on 1-12M (down from 7.4490) due to a narrower 

spread between DN and ECB policy rates, tight liquidity in the DKK money market and 
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likely also increased demand for DKK as a safe haven against potential spill over to the 

EUR from a Brexit vote in June. We look for DN to cap EUR/DKK downside around 

7.4350-7.4400. We kept our EUR/NOK forecast unchanged, still targeting the cross at 

9.00 in 12M as we expect an improved growth outlook both in Norway and globally, a 

gradually higher oil price and a corresponding reduction in the NOK risk premium to 

send the cross lower in 6-12M. For more details, see FX Forecast Update: Warning - 

speed bump ahead, 15 April.  

http://danskeanalyse.danskebank.dk/abo/FXForecastUpdateApril150416/$file/FXForecastUpdate_April_150416.pdf
http://danskeanalyse.danskebank.dk/abo/FXForecastUpdateApril150416/$file/FXForecastUpdate_April_150416.pdf
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Key figures and events 

 
Source: Bloomberg, Danske Bank Markets 

 

  

Monday, April 18, 2016 Period Danske Bank Consensus Previous

0:45 NZD CPI q/q|y/y 1st quarter 0.1%|0.4% -0.5%|0.1%

1:01 GBP Rightmove House Prices m/m|y/y Apr 1.3%|7.6%

3:30 CNY Property prices y/y

14:30 USD Fed's Dudley (voter, dovish) speaks

16:00 USD NAHB Housing Market Index Index Apr 59.0 58.0

18:30 USD Fed's Kashkari (non-voter, dovish) speaks
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Today’s market data: 18 April 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. 
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Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related 
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Markets Inc. accepts responsibility for this research report in connection with distribution in the United States 
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