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Investment Research — General Market Conditions   

     
Market Movers  

 It is a quiet start to week in terms of data releases and the market probably will 

continue to digest Friday’s very strong US labour market report. 

 In the euro area, focus will be on the October Sentix investor confidence and German 

trade balance data for September. We believe the Sentix investor confidence indicator 

has bottomed for now and expect a moderate increase as the financial stress has eased 

due to signs of stability in China and Mario Draghi surprising the markets by opening 

the door for a deposit rate cut. In terms of German trade balance data focus will be on 

exports and the impact of the weakness in emerging markets. 

 During the week several FOMC members including Evans, Dudley and S. Fischer 

will speak. This will attract some attention and it will be interesting to hear their 

views on the economic outlook in the light of the strong US labour market data.   

 In Scandinavia, focus this week will be on inflation with Norwegian October inflation 

prints due tomorrow, while Swedish Prospera inflation expectations and October 

inflation prints are due Wednesday and Thursday, respectively. 

Selected Market News 

US treasury yields moved markedly higher across the curve on Friday after the 

surprisingly strong US labour market report. Non-farm payrolls increased by 271,000 in 

October, well above both our expectation and consensus while the unemployment rate 

declined from 5.1% to 5.0% and will very soon fall below the low end of the Fed’s 

projected NAIRU range (4.9%). 

We have changed our Fed call and now expect it to deliver a 25bp rate hike at the 

December meeting. The market now prices close to a 85% probability of a hike in 

December depending on the level of Fed funds after the first hike and, in all senses, close 

to as much as the market can price it ahead of the December meeting. We look for four 

further hikes in 2016, in line with the median projection within the FOMC, i.e. in total 

five hikes before end-2016. The market has priced slightly below three hikes in total 

before end-2016 and thus the market is probably still capable of pricing in further rate 

hikes in 2016, putting further upside pressure on the short end of the US yield curve. 

Importantly, our new call on the Fed does not change our ECB view. We still look for an 

extension and expansion of the QE programme and deposit rate cut deeper into negative 

at the ECB December meeting. Hence, the market impact for European government bond 

yields should primarily be felt at the long end of the European curve, as the ECB is still 

capable of keeping shorter yields on a tight leash. 

Chinese trade balance data released on Saturday revealed a record high trade surplus of 

USD61.46bn in October. However, data also showed that both exports and imports 

contracted on an annual basis in October. While the export sector continues to suffer from 

the emerging market slowdown and a strong CNY, the weak domestic demand implied by 

the 18.8% y/y decline in imports may keep pressure on for more domestic easing, 

although recent economic data indicate that the Chinese economy is likely to bottom out 

in Q4.  

 
 
 
 
 

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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 US: First Fed hike in December 

due to very strong job report 

 Strategy: The global IP cycle is 

bottoming out 
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07:30 1 day +/-,%   

 S&P500 (close) 2099.2  -0.03   
 S&P500 fut (chng from close) 2095.8  0.10   
 Nikkei 19618.9  1.83   
 Hang Seng 22874.9  0.03   

17:00 07:30 +/-, bp   

 US 2y gov 0.89 0.90  0.4   
 US 10y gov 2.33 2.34  0.7   

 iTraxx Europe (IG) 71 71  0.3   
 iTraxx Xover (Non IG) 293 295  2.0   

+/-, %   
 EUR/USD 1.074 1.077  0.26   
 USD/JPY 123.190 123.270  0.06   
 EUR/CHF 1.08 1.08  0.09   
 EUR/GBP 0.713 0.714  0.26   
 EUR/SEK 9.374 9.369  -0.05   
 EUR/NOK 9.30 9.30  -0.02   

USD   
 Oil Brent, USD 47.7 47.9  0.55   
 Gold, USD 1087.6 1093.8  0.58   

http://danskeanalyse.danskebank.dk/abo/FlashCommentUSnonfarm061115/$file/FlashComment_USnonfarm_061115.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentUSnonfarm061115/$file/FlashComment_USnonfarm_061115.pdf
http://danskeanalyse.danskebank.dk/abo/Strategy061115/$file/Strategy_061115.pdf
http://danskeanalyse.danskebank.dk/abo/Strategy061115/$file/Strategy_061115.pdf
http://danskeanalyse.danskebank.dk/abo/WeeklyFocus061115/$file/WeeklyFocus_061115.pdf
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Scandi Markets  

No Scandi market events today. 

Fixed Income Markets 

FI markets are likely to remain focused on the implications of Friday’s strong US labour 

market report. The market is currently pricing in around a 85% probability of a December 

rate hike, more than enough for the Fed to go ahead. The market prices that the Fed funds 

futures will be around 70bp higher end 2016 so slightly below three hikes of 25bp priced 

in total until end 2016. This is still slower than our forecast and the Fed projections that 

imply five hikes in total in 2015 and 2016, so the market is probably still capable of 

pricing in further rate hikes in 2016 putting further upside pressure on especially the short 

end of the US yield curve. However, it is still our view that the FOMC will be eager to 

tell the market that it has no plans to hike rates aggressively.  

Friday’s report does not change our ECB view. We still look for an extension and 

expansion of the QE programme and deposit rate cut deeper into negative at the ECB 

December meeting. Hence, the market impact for EGB yields should primarily be felt in 

the long end of the European curve. In the current environment we recommend to be 

neutral on EUR duration. 

In the EUR government bond market Portugal could trade weak on the opening as the 

Socialist party ensured the backing from the Communists last night. Hence, PM Coelho is 

set to face a motion on Tuesday and there will be pressure on President Silva to appoint 

Socialist leader Costa to become the new PM. The Socialist plan includes a slower 

austerity implementation with the budget deficit set to go below 2% of GDP in 2018 (vs 

2016 previously). The political turmoil is set to continue to weigh on PGBs this week as 

the situation remains fluid. 

FX Markets 

The USD rallied markedly on Friday supported by higher US interest rates. We now 

expect the Fed to deliver a 25bp rate hike at the December meeting and over the coming 

month we expect relative interest rates to drive the final leg of USD strength. This could 

lead to a test of the multi-year EUR/USD low at 1.0458. However, Fed rate hikes should 

be ‘sell the rumour, buy the fact’ for EUR/USD, in our view, as it has been over the 

recent Fed hiking cycles. The longer-term trajectory for EUR/USD is higher as the 

‘natural’ flow in EUR/USD is the buying of EUR given the eurozone’s large trade surplus 

and the likely closing of the eurozone’s output gap in 2017. In USD/JPY, we could see a 

move up to 124 in the short term, while GBP/USD is likely to be more insulated given 

that this should raise expectations of an earlier than priced Bank of England rate hike. 

Short term, we expect higher US rates to pressure emerging markets and commodity 

currencies, although we believe the impact will be offset somewhat by the likely 

stabilisation in China.  

  

 

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 

 

  

Monday, November 9, 2015 Period Danske Bank Consensus Previous

0:01 EUR ECB's Coeure speaks in Brussels

0:50 JPY Official reserves assets USD bn Oct 1248.9

2:30 JPY Labor cash earnings y/y Sep 0.5% 0.4%

8:00 DEM Trade balance EUR bn Sep 21 15.4

9:00 DKK Current account (nsa|sa) DKK bn Sep 14.0|10.7 14.0|… 16.1|13.4

9:00 DKK Trade balance ex ships DKK bn Sep 5.5 6.0 5.6

9:00 DKK Exports m/m Sep 0.0% 5.0%

9:30 SEK Household consumption m/m|y/y Sep 0.7%|… -0.5%|1.4%

10:30 EUR Sentix Investor Confidence Index Nov 13.2 12.7 11.7

15:00 EUR Eurogroup meeting in Brussels

16:00 USD Fed's LMCI m/m Oct 0.0%

18:00 USD Fed's Rosengren (non-voter, dovish) speaks
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Today’s market data: 09 November 2015 

 
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 

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. 


