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Investment Research — General Market Conditions   

     
Market Movers  

 We expect the German ZEW expectations index to extend the decline in October but 

at a slower pace than in September, as indicated by the Sentix investor confidence 

released last week. The weakness in emerging markets and the Volkswagen scandal 

are both weighing on the index. 

 We estimate UK CPI inflation of 0.0% m/m in September. While declining gasoline 

and diesel prices were a drag on inflation in September, we estimate that this was 

offset by higher inflation in the price of services. This is also the reason why we 

expect core inflation to have moved slightly higher in September.  

 US small business optimism for September is released this afternoon. The index has 

come off its high but remains above its 2011-2014 average. 

 Swedish inflation data are key for the Riksbank – past SEK weakness might push core 

inflation higher in September, see Scandi Markets.  

Selected Market News 

Chinese trade data released this morning showed imports plunging 17.7% y/y in 

September, a larger drop than the expected 16.5%. Exports on the other hand fared much 

better than expected with a decline of only 1.1% y/y versus expectations of a 7.4% drop, 

suggesting some stabilisation in global demand. However, the mix of weak imports and 

better exports does not suggest much progress in the Chinese authorities’ objective to 

shift growth from exports to private consumption. Chinese equities are taking a breather 

after the rally over the past week and are slightly lower this morning.  

Fed board member Lael Brainard in a speech overnight sounded more cautious than her 

colleagues at the FOMC, William Dudley and Stanley Fischer. Brainard, who rarely 

speaks on the economic outlook, said that ‘risk management considerations counsel a 

stance of waiting to see if the risks to the outlook diminish’ and that ‘the risks from 

abroad appear tilted to the downside’. The market has clearly already bought that 

message, as the first Fed Funds rate hike is not fully priced until mid next year and US 

yields remain range bound as long as macro data give no clear answer to what the future 

path for Fed rate hikes will be. In other Fed speeches yesterday, Dennis Lockhart repeated 

that he sees lift-off later this year as appropriate, while Charles Evans, a known dove, 

believes the Fed should not hike rates until mid next year. 

With US bond markets closed yesterday trading was rather thin. EUR/USD was broadly 

stable at the high end of its recent range and US stocks ended the day slightly higher. The 

WTI oil price slipped again yesterday after a short increase above USD50 per barrel and 

metals prices have come down this morning on the weaker-than-expected import data out 

of China. 
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Scandi Markets  

Today's big event in Sweden data-wise is of course September inflation. Our forecasts for 

CPI and CPIF are 0.2 m/m / -0.1 y/y and 0.3 m/m / 0.9 y/y, respectively. This is about a 

10th below the median estimate in the market and also on the low side of the Riksbank's 

latest projection (1.0 y/y for CPIF). September is usually guided by seasonal increases in 

clothing prices. This is also the main uncertainty this time around due to currency effects. 

Admittedly, USD/SEK has traded sideways most of this year but with typical lags 

between the currency and pricing, there might be some additional need for compensating 

for the sharp rise in the dollar that took place last year. 

Fixed Income Markets 

Core fixed income markets are currently trading without a major macro direction but are 

kept in range-trading mode with soft data and dovish central bank expectations on one 

side and improved risk sentiment and the Fed and ECB continuing to signal no change yet 

on the other side. This is keeping Bunds in a rather tight range of 45-80bp since this 

summer. While we still expect the ECB to extend QE eventually, recent ECB members 

have downplayed the urgency and it suggests that outright movements will continue to be 

held within the established range as wait-and-see seems to be the predominant driver for 

now. 

This week’s supply is kicked off with Italy tapping EUR5.5-7.0bn in the Sep-22, the Mar-

32 and the inaugural auction in the Oct-18. Italy will have done around 80% of this year’s 

target after the tap and is somewhat behind most other euro area DMOs and in particular 

peripherals. The peripheral curve between 10-15Y remains steep relative to core pushed 

by peripherals’ DMOs’ bias towards longer tenors. This is even more pronounced in 

Spain though, where 15Y supply is coming up on Thursday. In the semi-core space the 

Netherlands is tapping EUR1-2bn in the Jul-25. The bond is looking attractive on the 

curve in ASW-terms, both relative to the slighter shorter and longer tenors. The 

Netherlands will have achieved around 83% of this year’s target after the tap. 

FX Markets 

EUR/SEK is still hovering around the 9.30 level and we expect Riksbank board members 

to add to recent verbal intervention to curb SEK strength with Floden on the agenda again 

today. Crucially, the September CPI report will be out this morning and given our below-

consensus forecast for inflation we expect the SEK to come under pressure as 

expectations for more Riksbank easing are building. We stress that if nothing is delivered 

at the October meeting we could see a significant dip in EUR/SEK as the market would 

then test the Riksbank commitment to curb SEK strength. 

EUR/USD was rejected at 1.14 yesterday but remains in the high end of the 1.11-14 range 

in which we see it bound for now given the absence of a near-term extension of 

monetary-policy divergence. As it stands, the market does not seem to believe in those 

FOMC members who maintain that a December hike is an option and we probably need 

to see a sustained turn for the better in US data releases to change the market view and 

provide USD support. 

GBP crosses will take their cue from today's CPI report, which we think will confirm that 

the British economy remains in 'noflation' territory.  
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Key figures and events 

 
Source: Bloomberg, Danske Bank Markets 

 

  

Tuesday, October 13, 2015 Period Danske Bank Consensus Previous

- USD Budget statement USD bn Sep 91.0b

- CNY Trade balance USD bn Sep 47.90b 60.24b

- WTO IEA publishes monthly oil market report

- CNY Imports y/y Sep -15.9% -13.8%

- CNY Exports y/y Sep -6.0% -5.5%

8:00 DEM HICP, final m/m|y/y Sep -0.3%|-0.2% -0.3%|-0.2%

8:30 EUR ECB's Mersch speaks in Singapore

8:30 SEK Riksbank's Flodén speech on inflation target

9:30 SEK CPI m/m|y/y Sep 0.2%|-0.1% …|0.0% -0.2%|-0.2%

9:30 SEK Underlying inflation CPIF m/m|y/y Sep 0.3%|0.9% …1.0% -0.1%|0.8%

10:30 GBP PPI - input m/m|y/y Sep 0.2%|-13.0% -2.4%|-13.8%

10:30 GBP PPI - output m/m|y/y Sep -0.1%|-1.8% -0.4%|-1.8%

10:30 GBP CPI m/m|y/y Sep 0.0%|0.0% 0.0%|0.0% 0.2%|0.0%

10:30 GBP CPI core y/y Sep 1.1% 1.1% 1.0%

11:00 DEM ZEW current situation Index Oct 63.5 64.0 67.5

11:00 DEM ZEW expectations Index Oct 7.0 6.6 12.1

12:00 USD NFIB small business optimism Index Sep 95.5 95.9

14:00 USD Fed's Bullard (non-voter, hawkish) speaks
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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. 


