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Investment Research — General Market Conditions   

     
Market Movers  

 The market is expected to continue to focus on China’s exchange rate management 

and the state of its economy more broadly. Concerns about the impact on the rest of 

the world has been the key market mover both in emerging markets and in advanced 

economies over the past few days. 

 Developments in the oil price will also continue to remain in focus. The oil price 

slumped further on Wednesday to its lowest level since 2004, causing significant falls 

in currencies of oil-producing countries and oil-related assets.   

 In the euro area, the unemployment rate and retail sales for November are set to be 

released. The unemployment rate reached 10.7% in October 2015, down from 11.5% 

a year earlier. We expect the downward trend to continue, as activity should pick up 

and potential growth remains very low. The progress in the labour market, together 

with the low oil price, supported growth in private consumption in 2015. We expect 

this to continue to be reflected in the retail sales figure for November, where we look 

for an increase of 0.4% m/m. 

 In Germany we get numbers for factory production. Following three months of 

declines, factory orders recovered somewhat in October, when they were up 1.8% 

m/m. We look for them to start following their usual volatile pattern and expect a 

monthly decline of 0.9% but we see potential upside risk to our forecasts as the latest 

German survey indicators have improved. 

Selected Market News 

Chinese shares fell sharply, leading to a closure of the Chinese equity markets as losses 

on the CSI 300 exceeded 7%, triggering for the second time this week the newly 

implemented circuit breaker system requiring a close of the stock exchange. The sell-off 

was caused by pressures in the foreign exchange markets, after the People’s Bank of 

China reduced its fixing by 0.5% to 6.56, the lowest level since 2011, prompting concerns 

that further currency depreciation could lead to liquidity problems in the wider economy. 

The offshore Yuan initially lost ground but then later strengthened, probably as the 

central bank stepped in to support the currency. After the trading halt on Thursday, the 

regulator published new permanent rules restricting share purchases by large shareholders 

as well as corporate management and directors. 

The Chinese problems sent jitters through Asian stock and currency markets. The Nikkei 

is down 2.25%, while other Asian markets are falling by 0.5% to 1.5%. On the FX side, 

most Asian currencies lost ground versus the USD. The oil price continues its slide this 

morning, falling over 2% with Brent trading at USD33.42 per barrel.  

In the US last night, the minutes of the 15-16 December FOMC meeting, where the Fed 

delivered its first hike since June 2006, were more dovish than the statement and Janet 

Yellen’s tone at the press conference. The minutes revealed that, although the hike was 

unanimous, it was a ‘close call’ for ‘some’ FOMC members. However, the market 

reaction was fairly muted after the release. 

 
 
 
 
 

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 Today’s key points 

 FOMC minutes: Not all members 

are as confident as Yellen despite 

the unanimous hike 

 Research UK: 'Brexit' uncertainty 

biggest threat to the upturn 

 Denmark: The central bank 

stepped up FX intervention in 

December 

 [Text]   

 

  07 January 2016 

 

Chief Analyst 
Jakob Christensen 
+45 45 12 85 30 
jakc@danskebank.dk 

 

Danske Daily 

 

07:30 1 day +/-,%   

 S&P500 (close) 1990.3  -1.31   
 S&P500 fut (chng from close) 1957.0  -1.46   
 Nikkei 17779.1  -2.27   
 Hang Seng 20443.6  -2.56   

17:00 07:30 +/-, bp   

 US 2y gov 1.00 0.97  -3.0   
 US 10y gov 2.19 2.15  -4.4   

 iTraxx Europe (IG) 81 82  0.6   
 iTraxx Xover (Non IG) 335 338  3.6   

+/-, %   
 EUR/USD 1.075 1.082  0.67   
 USD/JPY 118.650 117.950  -0.59   
 EUR/CHF 1.09 1.08  -0.07   
 EUR/GBP 0.735 0.740  0.55   
 EUR/SEK 9.250 9.264  0.15   
 EUR/NOK 9.65 9.68  0.38   

USD   
 Oil Brent, USD 34.6 33.2  -4.01   
 Gold, USD 1089.0 1099.8  0.99   

http://danskeanalyse.danskebank.dk/abo/FlashCommentFOMCminutes060116/$file/FlashComment_FOMC_minutes_060116.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentFOMCminutes060116/$file/FlashComment_FOMC_minutes_060116.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentFOMCminutes060116/$file/FlashComment_FOMC_minutes_060116.pdf
http://danskeanalyse.danskebank.dk/abo/ResearchUK060116/$file/Research_UK_060116.pdf
http://danskeanalyse.danskebank.dk/abo/ResearchUK060116/$file/Research_UK_060116.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentDenmark050116/$file/FlashComment_Denmark_050116.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentDenmark050116/$file/FlashComment_Denmark_050116.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentDenmark050116/$file/FlashComment_Denmark_050116.pdf
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Scandi Markets  

Today at 09:00 CET we publish our quarterly Nordic Outlook including our new 

forecasts on the Nordic economies. In Denmark, GDP growth disappointed in 2015 but 

the outlook for the coming years is slightly brighter. In Sweden, low inflation is likely to 

prompt further monetary easing despite strong GDP growth. In Norway, the slowdown in 

the oil industry has been offset by public and consumer spending. In Finland, the 

economy will stop contracting but is unlikely to recover much in 2016. 

In Denmark, there are many key economic figures due for release today. We expect 

gross unemployment rate to be unchanged at 4.5% in November. Nationwide house and 

apartment prices in October will show how the housing market performed in the first 

month of Q4 15. Also figures for bankruptcies and repossessions in December are due for 

release today. 

A lot of attention will also be devoted to the Danish central bank’s policy meeting this 

afternoon. With the ECB expected to stay on hold, we expect DN to deliver a 10bp rate 

hike to minus 0.65% in the near term, perhaps as early as this afternoon, to support DKK 

and limit the need for additional FX intervention. Any decision is expected to be 

announced at 16:00 CET. 

Fixed Income Markets 

The syndicated issuance season in the EUR government bond market is also this year 

kicked off by Ireland launching a new 10Y (expected today’s business). The past two 

years Ireland has printed around 4bn. Also France is in the market today with a EUR8-

9bn duration heavy tap. France is printing in the Nov-25, the May-31 and the May-45. 

The French Tresor is looking to extend duration on government debt this year and has 

indicated plans to explore the possibility of doing an ultra-long bond in 2016. The Tresor 

is exploring the possibility of a 50Y bond which could come already in Q1. See Supply vs 

QE in 2016 – zooming in on Q1 issuance, 1 January. 

FX Markets 

As oil took another dive yesterday EUR/NOK and USD/CAD continue to see upward 

pressure. Notably the market is upping expectations of a Bank of Canada rate cut with 

some 15bp priced by autumn. The uptick in USD/CAD that has sent the cross above the 

1.40 mark takes some pressure off the central bank as it helps to facilitate the rebalancing 

of the Canadian economy to an oil price that will stay lower for longer. BoC governor 

Poloz is due to speak this afternoon and the CAD will be very sensitive to any hints for or 

against a possible BoC move at the policy meeting on 20 January. Our base case is no 

further rate cuts but risks are certainly tilted towards the Fed-BoC divergence being 

spelled out further near term. 

EUR/USD little changed yesterday as a strong ADP job report and decent durable goods 

were balanced by a somewhat weak non-manufacturing ISM reading. Today focus will be 

on Fed speakers following the December FOMC minutes released last night. We maintain 

that EUR/USD should remain heavy still near term as US money markets are still pricing 

too little on the Fed. 

  

 

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 

 

 

  

Thursday, January 7, 2016 Period Danske Bank Consensus Previous

- CNY Foreign exchange reserves bn. USD Dec 3450 3438.3

1:30 AUD Trade balance AUD m Nov -2970 -3305

8:00 DEM Factory orders m/m|y/y Nov -0.9%|… 0.2%|1.1% 1.8%|-1.4%

8:30 SEK PMI services Index Dec 56.3

9:00 DKK Gross unemployment s.a. K (%) Nov 120.4 (4.5%)

9:00 DKK House and apartment prices Oct

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

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

11:00 EUR Retail sales m/m|y/y Nov 0.4%|… 0.2%|2.0% -0.1%|2.5%

11:00 EUR Unemployment % Nov 10.7% 10.7% 10.7%

11:00 EUR Business climate indicator Net bal. Dec 0.4 0.4

11:00 EUR Industrial confidence Net bal. Dec -3.0 -3.2

11:00 EUR Economic confidence Index Dec 106.0 106.1

11:00 EUR Service confidence Net bal. Dec 12.6 12.8

11:00 EUR Consumer confidence, final Net bal. Dec -5.7 -5.7

14:30 USD Initial jobless claims 1000

14:45 USD Fed's Lacker (non-voter, hawkish) speaks

20:15 USD Fed's Evans (non-voter, dovish) speaks
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Today’s market data: 07 January 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 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. 
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