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Market Movers

o The flash estimate for euro-area HICP inflation in November is due for release
and we expect headline inflation to increase to 0.2% yl/y. The increase should be
driven by the volatile food and energy price inflation, whereas we estimate that core
inflation will fall slightly to 1.0% after jumping to 1.1% in October, which was the
highest in more than two years. The higher core inflation has mainly been driven by
higher goods-price inflation but the euro appreciation during mid-2015 suggests the
trend will reverse next year.

e In the US the ADP job report will be out ahead of Friday’s non-farm payrolls.
Also, the Fed releases its Beige Book. A range of Fed speakers including Yellen who
will likely reiterate the recent message that the US economy is ready for the first rate
hike.

o Bank of Canada (BoC) is set to keep rates unchanged at today’s meeting. Canada
is struggling at these levels for oil but BoC is set to get some help in adjusting to the
new lower-oil-price environment from Fed hikes set to lift USD/CAD near term.

o We expect the National Bank of Poland to maintain the policy rate at 1.5%.

o Danish currency reserve figures due for release, see Scandi Markets.

Selected Market News

In the run-up to the December meeting the Fed is facing an aggravated dilemma:
against expectations the US ISM manufacturing declined to 48.6 in November from
50.1 last month. This is the lowest level since June 2009 and the first time since 2012 the
index fell below 50. Moreover, subcomponents were also weak overall. The weak ISM
manufacturing report clearly puts the Fed in a difficult position. On the one hand, it has
never increased rates when ISM manufacturing has been this low, on the other, the
domestic part of the economy is clearly generating jobs. The focus in the US is now on
Thursday's ISM non-manufacturing report and Friday's jobs report: we still expect both
to come out at levels that would allow the Fed to hike in December, see Weak ISM
manufacturing in November puts Fed in difficult position, 1 December. Last night, Fed’s
Evans stroke a dovish tone albeit it still seems he can accept a hike in December as long
as the rate path is gradual. Indeed, the rate path seems the most important
'battleground’ for the FOMC at the moment as the Fed needs to convince the market
that the hiking cycle this time round will be exceptionally shallow in a historical
comparison in order to not slay any signs of inflation returning.

Sentiment is mixed this morning with little overall direction for equities in the Asian
session. A strong Australian GDP report has lifted AUD/USD further overnight, while
USD/CAD came under pressure yesterday after dire GDP figures. The latter puts some
pressure on BoC ahead of the rate decision this afternoon but we still look for unchanged
rates today. The oil price continues to edge lower as market attention is drawn to the
OPEC meeting on Friday: the cartel looks set to keep production at elevated levels and
thus likely to offer little respite to a still well-supplied market. Brent is now not far from
the August low (42.70), which could be broken if OPEC keeps the price war alive and
EUR/USD takes another dive on ECB-Fed near term.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30 1day +/-%
S&PS500 (close) 21026 1.07
S&P500 fut (chng from close) 21000 0.00
Nikkei 19961.7 ¥ -025
Hang Seng 22480.6 044
17:00 07:30 +/-, bp
Us 2y gov 091 0.93 2.0
US 10y gov 2.16 2.17 0.9
iTraxx Europe (IG) 70 70 0.1
iTraxx Xover (Non IG) 288 289 0.8
+/-, %
EUR/USD 1.061 1.061 0.00
usbp/JrPYy 122830 123.060 0.19
EUR/CHF 1.09 1.09 v -0.17
EUR/GBP 0.705 0.704 v -0.02
EUR/SEK E=ZEl) 9.234 0.05
EUR/NOK 9.19 9.17 v -0.25
usb
Gil Brent, USD 443 443 v -007
Gold, USD 1066.7 10679 0.11

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

o Weak ISM manufacturing in
November puts Fed in difficult
position

o Chinese PMls a mixed bag but still
in line with stabilisation - more
rate cuts in the pipeline

e IMM Positioning: Investors add
further bearish EUR/USD bets
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Scandi Markets

Denmark. Today the Danish central bank will publish currency reserves data for
November. The reserves have attracted considerable attention after soaring in February
but have since fallen steadily and are now approaching more normal levels. However, the
latest signals from the ECB that it is likely to extend and expand its QE programme will
presumably have stemmed the outflow of currency.

Fixed Income Markets

Schatz yields dropped to a new all-time low yesterday despite the MNI story that stated
that it might be difficult for Draghi to persuade the ECB Governing Council to do more
than a 10bp cut. Expectations remain unchanged going into Thursday. Weak US ISM
manufacturing also added to the FI bid with Treasury yields dropping across the curve. In
the EUR govie market Portugal was the top performer again with the 10Y dropping
another 5bp. The spread to Italy is now back at the tightest level since October.

In Denmark focus is on the tap auction in the new '2Y' benchmark DGB 0.25% Nov'18
and the 10Y benchmark DGB 1.75% Nov'25. We expect the DMO to sell close to
DKKS5bn worth of bonds. We see only limited value in DGB 0.25% 11/18, given the low
outright level and the flatness of the spread to OBL 1% 10/18. Also, the bond has
performed against Cita, as well as DGB 2.5% '16 and DGB 4% '17. However, the 10Y is
attractive given the steep yield curve and a solid spread to Bunds, see Auction of 2Y and
10Y DGBs: 2Y bond looks too expensive, 1 December. Note also that Finland today will
start issuing USD-denominated t-bills with maturity date on 18 May. The Finnish state
treasury is aiming to issue about USD3bn.

FX Markets

EUR/SEK continues to flirt with the sub-9.20 level following the violent sell-off in the
aftermath of Monday’s Swedish GDP report. We still think the Riksbank will be alert to
prevent a fast move lower but the board will be tested on this proposition when the ECB
is set to ease tomorrow. The AUD and NZD recovered somewhat yesterday after the
RBA kept rates unchanged and we expect the BoC to follow suit with no changes to its
policy rate today but still see USD/CAD higher short term as Fed starts hiking.

We expect the National Bank of Poland to keep its benchmark rate unchanged at 1.5%
today. While inflation is still negative, it is clearly on an upward trend. Furthermore, the
Polish economy is growing at healthy rates with capacity utilisation nearing pre-2008
highs and unemployment down to 7.5%, well below OECD’s NAIRU estimate of 10%. In
addition, we also think the central bank will stay put ahead on the appointment of eight
out of 10 monetary poliécy committee members in January and February.

IMM positioning data released yesterday revealed another build in bearish EUR bets,
sending speculative positioning in the single currency to the most bearish level since early
June, see IMM Positioning: Investors add further bearish EUR/USD bets, 1 December.
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Key figures and events

Wednesday, December 2, 2015 Period Danske Bank Consensus Previous
PLN  Polish central bankrate decision % 1.5% 1.5% 1.5%
1:30 AUD GDP a/aly/y 3rd quarter 0.7%|2.3% 0.2%|2.0%
2:00 USD Fed's Brainard (voter, dovish) speaks
9:00 DKK  House and apartment prices Sep
9:30 SEK  Currentaccount SEK bn 3rd quarter 584
10:30 GBP  PMl construction Index Nov 586 58.8
11:00 EUR PPI m/mly/y Oct -3.2%|-0.4% -3.1%]|-0.3%
11:00 EUR HICP-core,flash estimate % Nov 1.0% 1.1% 1.1%
11:00 EUR HICP, flash estimate v/y Nov 0.2% 0.3% 0.1%
13:00 USD MBA Mortgage Applications % -3.2%
14:10 USD Fed's Lockhart (voter, neutral) speaks
14:15 UusSD ADP employment 1000 Nov 190 182
14:30 USD  Unitlabour cost, final a/q 3rd quarter 1.0% 1.4%
16:00 DKK  Currencyreserves DKKbn Nov 466.6 491.6
16:00 CAD BankofCanada rate decision % 0.5% 0.5% 0.5%
16:30 USD DOEU.S.crude oilinventories K 961
18:25 USD Fed's chair Yellen speaks
21:40 USD  Fed's Williams (voter, neutral) speaks

Source: Bloomberg, Danske Bank Markets
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Today's market data: 02 December 2015

STOCKS
S&P500 Intraday, % Eurostoxx Intraday, %
Close +-
DJSTOXX50 3277 v -0.3%
OMXC20 1020 0.5%
OMXS30 1531 v -0.4%
OSE BX 632 0.6%
Close +/-
0.30 -0.30 -1.00 -1
15 16 17 18 19 20 =21 09 10 11 12 13 14 15 16 17 18 ZOW JENES 17683 Yo
Grey line indicates closing of Danieh markets Grey fine indicates opering of US markets NASDAQ 5156 0.9%
1month ¥ -0.% 1month 17% S&P500 2103 11%
Year-to-date 2.1% Year-to-date 9.1% NIKKEI (07:30) 19962 v -0.3%
FX & COMMODITIES
Oil, Brent,
EUR/USD Intraday EUR 7:00 07:30 +- Gold, $ $
usD 106.12 106.12 0.00 | 07:30 1067.86 44.28
JPY 130.35 130.60 0.25 | 1day v -144 WV -0.16
106.2 106.2
GBP 70.45 7044 ¥ -001| 1month v -65.98 V¥ -451
NOK 919.06 916,79 V¥  -227| Yeartdate W -17.00 WV -13.05
1058 1059 SEK 922.89 923.39 0.50
DKK 745.99 74508 ¥ 001 CRB CRB, Raw
105.6 105.6 PLN 428.35 42812 WV -0.23 M future Industrials
7 10 13 16 18 22 @1 @F usD 17:00 07:30 +- 07:30 184.39 400.71
JPY 12.83 123.06 0.23 | 1day 185 0.75
1month v -4.04 GBP 150.62 150.65 0.03 | 1month v -1052 WV -B57
Year-to-date v -14.86 CHF 102.87 10270 ¥ 017 | Year-tdate ¥ -4556 WV -9140
YIELDS & INTEREST RATES
USD-Yields Intraday Spread,
0.96 205 Policy Rate 3M bp 17:00 07:30 +-, bp
usD 0.25 0.42 7 USD 10Y 2.16 2.7 1
094 IFM 222 EUR 0.05 0.2 -7 USD 30Y 2.93 202 W 0
‘\ HJM'L&FV GBP 0.50 0.57 7 JPY Y 0.30 0.33 3
0.92 2.19
\ USD10 DKK 0.05 -0.16 21
090 LT SEK -0.35 -041 -6 07:30(-)*  17:00 +, bp
NOK 0.75 155 40 DEM 10Y 0.49 o4 ¥ 2
0.88 2.13
07 10 13 16 15 22 01 oa PLN 150 163 B DKK 10Y 0.75 072 ¥ 3
SEK 10Y 0.76 075 W -
NOK 10Y 146 146 0
PLN 10Y 2.73 267 ¥ 5

* As of closing previous trading day
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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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