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Investment Research — General Market Conditions   

     
Market Movers  

 US ISM non-manufacturing for April is due today. After a big decline from October 

to February, the index rebounded in March. There should be scope for a further 

increase in April. Consensus is for a rise to 54.8 from 54.5 in March. 

 ADP employment for April will be a good guide for where to look for payrolls on 

Friday. ADP employment is expected to be broadly unchanged around 200k. US unit 

labour cost and trade data are also due today. 

 In Europe Italy and Spain release service PMI for May but otherwise no data of 

interest. There are no big movers in Scandi today. 

Selected Market News 

US senator Ted Cruz withdrew from the race of becoming the Republican candidate 

running for president making Donald Trump the presumptive candidate. It comes after 

Trump staged a crushing defeat over Cruz in the Indiana primary. 

Equity markets continued the correction lower yesterday and Asian stocks are also 

lower overnight. The oil price fell back as well, moving below USD45 per barrel (Brent). 

Risk markets are in correction mode after two months of decent rally from mid-

February to mid-April. It seems fair that markets are treading water for a while awaiting 

further signals on the sustainability of the recent cyclical improvement in the US and 

China. We believe the cyclical recovery will continue in coming quarters and that the 

current set-back will prove temporary. 

Bond yields have fallen back in a response to lower risk appetite and this move 

continued yesterday. EUR/USD moved lower yesterday and is back below 1.15 this 

morning. A too dovish priced Fed will in our view cap EUR/USD to the upside in the 

short term. 

Data on US car sales disappointed a bit rising only to 17.32m in April (consensus 

17.4m) up from 16.46m in May. Car sales have softened  in the past months but from 

high levels. 

Yesterday UK PMI manufacturing for April fell below 50 to 49.2. It is the lowest 

level since February 2013 and another sign that the UK economy is slowing ahead of the 

EU referendum next month. 

 

 
 
 
 
 

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 

 

Selected readings from Danske Bank 

 Denmark: No FX intervention but 

DKK7bn of DGB buybacks in 

April 
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07:30 1 day +/-,%   

 S&P500 (close) 2063.4  -0.87   
 S&P500 fut (chng from close) 2053.5  -0.17   
 Nikkei 16147.4  -3.11   
 Hang Seng 20469.6  -1.00   

17:00 07:30 +/-, bp   

 US 2y gov 0.74 0.75  1.2   
 US 10y gov 1.79 1.80  0.5   

 iTraxx Europe (IG) 76 76  0.5   
 iTraxx Xover (Non IG) 321 323  2.8   

+/-, %   
 EUR/USD 1.151 1.149  -0.22   
 USD/JPY 106.320 107.220  0.85   
 EUR/CHF 1.10 1.10  0.16   
 EUR/GBP 0.791 0.790  -0.19   
 EUR/SEK 9.231 9.262  0.34   
 EUR/NOK 9.30 9.33  0.34   

USD   
 Oil Brent, USD 44.9 44.9  0.11   
 Gold, USD 1283.7 1279.2  -0.36   

http://danskeanalyse.danskebank.dk/abo/FlashCommentDenmark030516/$file/FlashComment_Denmark_030516.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentDenmark030516/$file/FlashComment_Denmark_030516.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentDenmark030516/$file/FlashComment_Denmark_030516.pdf
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
mailto:alvo@danskebank.dk
https://twitter.com/Danske_Research
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Scandi Markets  

Riksbank minutes out 09.30 this morning. We look for any comments suggesting how 

much tolerance the different Board members have for a SEK appreciation and what 

instrument they prefer to cope with it. 

Fixed Income Markets 

Yesterday, global fixed income rallied strongly as new growth concerns dominated in the 

wake of softer PMI from China and the UK, the lower oil price and as the EU 

commission revised both its growth and inflation forecasts lower and warned about 

excessive debt in the euro zone. Hawkish comments from Fed’s Lockhart did little to 

change the sentiment. 

Today, focus in the EGB market will be on France that will tap EUR7-8bn in the 9Y,10Y 

and 15Y bonds. 10Y FRTR has lost a few bp to Germany the past two weeks after the 

substantial 50Y FRTR risk came to the market in April. However, remember that 

especially Japanese investors favour FRTRs and given the positive fixed income 

sentiment we look for healthy demand.  

Germany will tap OBL Apr ’21 for EUR4bn. In yield terms the bond rallied 4bp 

yesterday to -0.33% but is still some 6bp above its April low.  

Denmark is set to tap the usual 2Y and 10Y bonds. Denmark has after a strong March 

started to underperform Germany recently as Brexit fears have eased and as tight liquidity 

has put upward pressure on the very short end of the curve. See our preview. 

Norges Bank is set to tap the government bond NST 478 (Feb ‘26). This is the fourth tap 

so far this year, after the bond was introduced in February. Demand should be fair – in 

line with recent auctions – reflecting the stabilisation of the Norwegian economic and FX 

outlook in the wake of the recent improved oil market. See our preview. 

FX Markets 

The sell-off in the DXY Index accelerated early on Tuesday, only to reverse later in the 

day. This could be a sign that we are approaching the end of the USD sell-off. We also 

note the change in correlation compared to earlier in the year. Yesterday the USD 

strengthened during the day versus EUR and JPY alongside a sell-off in risks. EUR/USD 

reached an intra-day high of 1.1616 but we have not yet got a clean break of the 1.15-1.16 

area, suggesting that we could be consolidating here for a while. As expected, we are 

seeing renewed GBP underperformance on the crosses reflecting weak data and more 

mixed polls for the UK’s EU referendum. We expect EUR/GBP to head back towards 

0.80 near term.  

The broader risk sell-off also spread to the Scandies where EUR/SEK rose sharply despite 

strong March industrial and service production data. Long SEK is a favoured position and 

we see yesterday’s price action as reflecting a position squeeze. We expect the 9.10-9.30 

range in EUR/SEK to hold unless a more dramatic risk sell-off unfolds. In EUR/NOK, the 

short-term risks are to the upside given weaker risk appetite and a lower oil price. Still, 

we expect the squeeze to be contained given signs that the Norwegian economy is 

stabilising and that there is investor appetite for buying the NOK. Finally, we note that 

Denmark’s Nationalbank refrained from FX intervention in April reflecting that 

EUR/DKK stabilised slightly above 7.44 during the month.   

 

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, May 4, 2016 Period Danske Bank Consensus Previous

8:30 SEK PMI services Index Apr 54.9

9:00 DKK House and apartment prices Feb

9:00 DKK Forced sales (s.a.) Number Apr

9:00 DKK Bankruptcies (s.a.) Number Apr

9:15 ESP PMI services Index Apr 54.4 55.3

9:30 SEK Riksbank monetary minutes April 27th released

9:45 ITL PMI services Index Apr 51.8 51.2

9:50 FRF PMI services, final Index Apr 50.8 50.8

9:55 DEM PMI services, final Index Apr 54.6 54.6 54.6

10:00 EUR PMI composite, final Index Apr 53.0 53.0

10:00 EUR PMI services, final Index Apr 53.2 53.2 53.2

10:30 GBP PMI construction Index Apr 54.0 54.2

11:00 EUR Retail sales m/m|y/y Mar -0.4%|… 0.0%|2.7% 0.2%|2.4%

12:15 EUR ECB's Weidmann speaks in Frankfurt

13:00 USD MBA Mortgage Applications % -4.1%

14:15 USD ADP employment 1000 Apr 198 200

14:30 USD Unit labour cost, preliminary q/q 1st quarter 2.5% 3.3%

14:30 USD Trade balance USD bn Mar -46.0 -47.1

15:45 USD Markit service PMI, final Index Apr 52.4 52.1

15:45 USD Markit composite PMI, final Index Apr 51.7

16:00 USD Capital goods orders, non-defense ex air, final % Mar 0.0%

16:00 USD Factory orders m/m Mar 0.7% -1.7%

16:00 USD ISM non-manufacturing Index Apr 55.0 54.8 54.5

16:00 USD Durable goods orders, final m/m Mar 0.8%

16:30 USD DOE U.S. crude oil inventories K 1999
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Today’s market data: 04 May 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. 

 


