REsEARCH

Markets

Investment Research — General Market Conditions

Danske Daily

Market Movers

« We do not expect any big changes to Norwegian CPI, see Scandi Markets.

e It’s a quiet day on the global agenda with only tier-2 data. French industrial
production for September is set for a big drop following a strong monthly rise in
August.

o US NFIB small business optimism is expected to rise slightly to 96.4 from 96.1.

o US import price inflation is expected to rise to -9.4% y/y in October from -10.7%
yly. The downward pressure on inflation from commodity prices will gradually ease
and push up import price inflation as also indicated by the Fed lately.

Selected Market News

Chinese inflation released overnight fell more than expected to 1.3% y/y in October
(consensus 1.5% y/y) from 1.6% y/y in September. The drop was mostly due to lower
food price inflation, although the core inflation rate (ex food and energy) also fell from
1.6% yly to 1.5% yly. The data may fuel expectations of more easing from PBoC.
However, if the economy continues to show signs of bottoming, we expect the central
bank to be close to the end of the current easing cycle. We look for one last cut in the
reserve requirement ratio of 50bp by year-end. PPI inflation stayed unchanged at -5.9%
yly in October held down by declining import prices.

In Japan the Eco Watchers Expectations index (a good leading indicator) held
steady at 49.1, which is still a decent level (the long term average is 46.0.).

A new stand-off between Greece and the EU is a reminder that the Greek issue is still
looming in the background, see FT. A EUR2bn tranche of the EUR86bn bailout package
was withheld yesterday due to a failure from Greece to meet conditions on protection of
homeowners in case of repossession. EU creditors are demanding weaker protection to
avoid abuse of the system.

After a month of strong rally, US stocks turned lower yesterday falling 1%. It seems
investors are taking profit as uncertainty is still looming over a December Fed hike and
the effects of a stronger USD.

Despite the drop in risk appetite US bond yields held steady as comments from dovish
Fed member Charles Evans (voter in 2015) added to expectations that the Fed is ready for
lift-off in December. The message was echoed overnight by another dovish member of
the Fed, Eric Rosengren, who said December lift-off is appropriate unless the economy
slows unexpectedly.

A Reuters story yesterday that a consensus is building for a deposit rate cut at the ECB
December meeting sent 2-year German yields sharply lower and pulled 10-year yields
lower as well.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30 1day +/-%
S&P500 (close) 20786 v -0.98
S&P500 fut (chng from close) 2077.1 0.20
Nikkei 19673.0 0.15
Hang Seng 224284 ¥ -1.31
17:00 07:30 +/-,bp
Us 2y gov 0.89 087 ¥ 20
Us 10y gov 2.36 283 v -26
iTraxx Europe (IG) 72 73 0.7
iTraxx Xover (Non IG) 300 303 29
+/- %
EUR/USD 1075 1075 v -0.02
usbD/JrPY 123.200 123.240 0.03
EUR/CHF 1.08 1.08 0.12
EUR/GBP 0.711 0.711 0.00
EUR/SEK 9.333 9.341 0.09
EUR/NOK 9.31 930 ¥ -010
usb
Oil Brent, USD 47.3 47.3 0.06
Gold, USD 10896 1083.0 0.31

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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https://next.ft.com/content/40882a5a-86ef-11e5-9f8c-a8d619fa707c?ftcamp=published_links%2Frss%2Fglobal-economy%2Ffeed%2F%2Fproduct
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Danske Daily

Scandi Markets

Norway. We do not expect any big changes in the October inflation data but still expect
core inflation up at 3.1% yly, in line with consensus. Inflation has faded into the
background as a result of the considerable patience Norges Bank displayed in September
with respect to the temporary currency-driven rise in consumer prices. Wage growth will
slow as unemployment climbs, so inflation will gradually recede once the exchange rate
effect fades. Import prices for consumer goods (prices at the border) climbed further in
Q3, which indicates that both imported inflation and overall CPI inflation will rise
further.

Sweden. The Riksbank releases its Monetary Policy Minutes today at 9.30 CET.
Although the Riksbank surprised with a bigger than expected package, focus is likely to
be on its potential response to an ECB rate cut/QE extension in December. In addition,
comments on how to further extend monetary policy stimulus if the current one proves
insufficient (i.e. what bonds to buy, if/or FX intervention).

Fixed Income Markets

Very volatile start to the week in the EUR FI market. In the core 2Y and 5Y vyields were
pushed down 3bp and 5bp, respectively, on the Reuters story that highlighted that a rate
cut of even more than 10bp might be on the ECB hand and ready to be played in
December.

In the periphery 10Y Spain versus Italy has widened to the widest level year-to-date. The
Catalonian lawmakers’ approval of the plan for secession was weighing on Spain and the
move was probably exaggerated on Monday by Madrid (incl. PSPP) being out due to
local holiday. Portugal was the big underperformer yesterday with the 10Y widening
20bp to Iltaly. The Socialists are set to issue a motion and vote down PM Coelho later
today. The next step is most likely President Silva announcing a Socialist leader as PM,
although a caretaker government remains an option in theory.

In the primary market the Netherlands is tapping up to EUR3bn in the Apr-18 today. The
auction should go down easy with the pricing being neutral on the Dutch curve and rate
cut expectations building. Germany is tapping the 15Y linker today.

FX Markets

The USD rally took a breather yesterday along with a decline in equity markets as
investor’s appetite for risk assets waned on the prospect for higher US interest rates. As
such, this week’s price actions illustrate some of the conflicting factors that currently are
in play in the FX market. Thus, while we still expect the USD to strengthen further on
relative rates, especially against low yielders such as the EUR, JPY and CHF, it is
difficult to see EUR/USD testing parity prior or around the time of the Fed hike in
December unless markets generally are in risk-on mode. In addition, we note that the
latest IMM positioning data showed that speculative EUR/USD positioning returned to
the most bearish level since June in the week ending 3 November and we suspect that
EUR/USD positioning has since become even more stretched as the coverage period does
not include Friday’s non-farm payrolls release nor Janet Yellen’s hawkish comments last
week. Hence, an already stretched positioning is another factor that can ease USD
momentum, cause more volatility and higher sensitivity to USD negative news.
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Key figures and events

Tuesday, November 10,2015 Period DanskeBank  Consensus Previous

- EUR  ECB's Constancio speaks in Brussels

- CNY  Money supply M2 v/y Oct 132% 131%

- CNY  New Yuanloans CNY bn. Oct 800 1050

- CNY  Aggregate financing bn CNY Oct 1000 1302.8
050 JPY  Banklending v/y Oct 26% 2.6%
1:30 AUD NAB Business Conditions Index Oct 9.0
2:30 CNY PPl vy Oct -5.9% -5.9%
2:30 CNY CPI v/y Oct 1.5% 1.6%
6:00 JPY  Eco Watchers Survey Outlook (Current) Index Oct 493 49.1|47.5
745 CHF  Unemployment % Oct 3.4%
845 FRF  Industrial production m/mly/y Sep 0.2%|2.0% 1.6%|1.6%
9:00 DKK  CPI m/mly/y Oct 0.1%|0.5% 0.1%|0.5% 0.2%]0.5%
10:00 ITL Industrial production m/mly/y Sep 0.6%.. -0.5%|1.0%
10:00 NOK CPI m/mly/y Oct 04%|2.4% 0.6%|2.1%
10:00 NOK  PPI m/mly/y Oct -0.2%|-10.1%
10:00 NOK  Core inflation(CPI-ATE) m/mly/y Oct 0.4%|3.1% 0.3%|3.1% 0.8%|3.1%
12:00 USD  NFIB small business optimism Index Oct 96.3 96.1
12:15 EUR  ECB's Coeure speaks in Berlin
14:30 USD  Import prices m/mly/y Oct -0.1%|-9.3% -0.1%|-10.7%

Source: Bloomberg, Danske Bank Markets
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Today's market data: 10 November 2015

STOCKS
S&P500 Intraday, % Eurostoxx Intraday, %
Close +-
0.10 0.10 0.20 02 DJISTOXX50 3219 v -11%
\W OMXC20 972 7 -0.9%
0.60 0.60 -0.40 04 OMXS30 BR v -10%
OSE BX 629 0.3%
1.10 1.10 1.00 1
Close +-
1.60 1.60 -1.60 1.6 _
15 16 17 18 19 20 21 09 10 11 12 13 14 15 16 17 18 DO =S WY M ek
Grey fine indicates closing of Danish markets Grey fine indicates opening of US markets NASDAQ 5095 [ 7 -10%
1month 3.2% 1month 3.8% S&P500 2079 v -10%
Year-to-date 10% Year-to-date 7.2% NIKKEI (07:30) 19673 v -11%
FX & COMMODITIES
Qil, Brent,
EURAUSDIn uacay) EUR 17:00 07:30 +- Gold, $ $
uUsD 107.51 0749 ¥ -0.02 | 07:30 1092.96 47.32
JPY 132.45 132.47 0.02 | 1day 0.66 0.13
107.7 107.7
GBP 7113 7113 0.00 | 1month v 6432 V¥ -5.33
NOK 930.82 92987 ¥  .095| Year-tdate ¥ 9190 WV -10.01
107.4 1074 SEK 933.33 934.14 0.81
DKK 746.00 746.00 0.00 CRB CRB, Raw
107.1 107.1 PLN 425.68 42534 WV -0.34 IM future Industrials
U7 1@ 13 16 18 =22 Ol @2 usD 17:00 07:30 +- | 07:30 189.22 410.2
JIPY 123.20 324 0.04 | 1day v -181 W -140
1month v -6.09 GBP 5115 510 ¥ 005 | 1month v -B47 ¥ 22,12
Year-to-date v -13.49 CHF 100.30 100.45 0.5 | Year-t-date W 4074 WV -8199
YIELDS & INTEREST RATES
USD-Yields Intraday Spread,
239 Policy Rate 3M bp 17:00 07:30 +-, bp
@en usD 0.25 0.34 9 USD 10Y 2.36 233 ¥ 3
2.37 d . d
" EUR 0.05 0.07 12 USD 30Y 3.13 310 ¥ 2
oss W —W 8 a HS234 GBP 0.50 0.58 8 JPY Y 0.34 032 ¥ 2
Wiiala) hs) 235
\ EENE DKK 0.05 -0.12 -7
087 \ogphs)o 53 SEK -0.35 -0.37 2 07:30(-)*  17:00 +, bp
NOK 0.75 1 38 DEM 10Y 0.69 o67 ¥ 2
0.85 2.31
& 10 13 16 18 28 Ol 64 PLN 150 163 3 DKK 10Y 108 0.99 v -9
SEK 10Y 0.86 0.87 1
NOK 10Y 171 171 0
PLN 10Y 291 2.93 3
* As of closing previous trading day
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usb2y usDsy usb10Y 0.0 6.2
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Xover (N-1G) 303 2 v o2 e 200 07:30(-D* 17:00 +h
20 150
= 100 EUR 10Y 0
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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.
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