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Market Movers

o Federal Reserve chairwoman Janet Yellen will speak in New York tonight. After her
Texas Fed’s Kaplan is set to speak.

e The US Conference Board’s consumer confidence index for March is released today.
The index has been range-bound over the past year but is currently at the lower end of
the range. We expect a rebound to 94, suggesting that consumers are still quite
upbeat.

e M3 money supply and bank lending for February due today will give the first data
point in determining the price on the ECB’s new TLTRO II loan. The lending figures
are relevant as the interest rate on the new TLTRO Il loan is dependent on lending
growth in the period from February 2016 to January 2018. If a bank exceeds its
benchmark in the TLTRO Il loan it will be charged a negative rate down to the
deposit rate over the entire period of the loan. Note the seventh auction on the TLTRO
I is scheduled for 30 March and could be a bit more interesting than the previous ones
as the amount borrowed can be rolled over into the new TLTRO II.

« In Sweden, we receive trade balance data and retail sales data, see Scandi Markets.

Selected Market News

US core PCE was 1.7% y/y in February, unchanged from 1.7% y/y and below our and the
consensus expectation of 1.8% y/y. Although, on an unrounded basis, it was the highest
core PCE inflation reading since January 2013, it marked the 46" consecutive month that
inflation has undershot the Federal Reserve’s 2% inflation target. Yesterday, Atlanta Fed
cut its forecast for Q1 US GDP growth to 0.6% y/y from 1.4% y/y, which hints that the
US economy might be looking at another quarter of weak growth.

The all important March job report is due on Friday and financial markets will look to see
whether it will once again be strong enough to overshadow downbeat signals from other
economic key figures and whether it will be strong enough to justify recent comments
from Federal Reserve officials, which have been on the hawkish side talking up the
probability of a next rate hike in the coming months.

Yesterday, oil and energy ministers from Oman and Indonesia pledged to attend the 17
April meeting in Doha. All OPEC members except Iran and Libya thus look set to join
the meeting, where the production freeze accord from January will be on top of the
agenda. The news does not look to have left a mark on the oil price — the price on Brent
crude has inched below USD40/bl.

Important disclosures and certifications are contained from page 5 of this report.
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Market overview
07:30  1lday +/-%
S&P500 (close) 2037.1 0.05
S&P500 fut (chng from close) 2031.0 0.15
Nikkei 170707 v -037
Hang Seng 202920 ¥ -0.26
17:00 07:30 +/-.bp
us 2y gov 0.86 0.88 14
US 10y gov 187 1.89 16
iTraxx Europe (IG) 76 77 0.1
iTraxx Xover (Non IG) 320 322 15
+/- %
EUR/USD 1.121 1.119 v -0.23
usbD/JrPY 113270 113620 0.31
EUR/CHF 1.09 108 ¥ -007
EUR/GBP 0.787 0786 Vv -013
EUR/SEK 9.286 9274 Vv -013
EUR/NOK 945 945 v -0.05
usb
Oil Brent, USD 399 400 0.30
Gold, USD 1220.1 12179 v -019

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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Scandi Markets

Swedish trade balance data and retail sales data are due today. We expect the trade
balance to have risen a little, while retail sales should have come down somewhat.

Fixed Income Markets

In terms of issuance this is set to be a quiet day after the long Easter weekend. The
highlight of the week will be the new Italian 5Y bond tomorrow, where Italy will sell
EUR3.0-3.5bn in the 0.45% Jun-21 bond. Italy will also tap in the 10Y and sell up to
EUR1.5bn in the CCTeu 2022. Also tomorrow Germany will sell EUR4bn in the OBL-
173 (Apr-21).

Belgium's introduction of a new bond maturing Jun-47 implies that Belgian bonds are set
to be the biggest beneficiary of March's index extensions. Germany and Finland will also
get an index boost, with a duration increase of 0.10 and 0.13, respectively. In the
periphery we expect Spain to see the largest duration increase at 0.10. It is driven by the
introduction of a new 30Y bond (EUR5.0bn SPGB Oct-46). For more see FI Research:
Large index extension to boost Belgium, 23 March.

In Scandinavia focus will be on Sweden, where the SNDO tomorrow will tap EUR1.5bn
in the 7Y and 10Y bonds. We continue to favour the 4Y-7Y segment of the Swedish
curve given the steepness of the Swedish money market curve and the Rikshank QE
purchases and we expect good demand for the 7Y bond. When the SNDO tapped in the
4Y bond two weeks ago it attracted bids for more than SEK18bn, which gave an
impressive bid-to-cover of 5.2.

We should expect a marginal positive opening in the European fixed income market this
morning after weak US spending data and a revision to Atlanta Fed’s Q1 GDP forecast
gave support to US treasuries last night.

FX Markets

Overall our short-term financial models indicate that the USD is somewhat cheap as the
Greenback has not followed US rates higher as much as a statistical and historical
relationship would suggest. Looking at financial condition-indices, the December Fed
hike has - despite higher US rates - now been more than ‘unhiked’ by the weaker USD
and higher equities, which raises the question of when the next US hike is due. With the
latest improvement in US economic data and with yesterday’s multi-year high y/y PCE
core inflation print in mind, Friday’s non-farm payroll release will be an important piece
of that puzzle.

We maintain our call for September as the most likely month for the second Fed hike but
the June-probability has significantly increased in recent weeks. For comparison markets
price just one full hike in 2016. We do, however, maintain that all other factors but
relative rates support a higher EUR/USD, which we therefore think will be held range
bound in the coming months targeting the cross at 1.12 in 1M and 3M. In our view it will
take a combination of a marked re-pricing of the Fed together with heightened ‘Brexit’
fears to send the cross below 1.10 in the near term (not our base case). Medium to long
term we still look for the cross to edge gradually higher — primarily on valuation — and we
forecast the cross at 1.18 in 12M.
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Key figures and events

Tuesday, March 29, 2016 Period DanskeBank Consensus Previous
1:30 JPY  Household spending v/y Feb -3.1%
1:30 JPY  Unemployment rate % Feb 3.2%
1:30 JPY  Job-to-applicant ratio Feb 1.28
1:50 JPY  Largeretailers'sales v/y Feb 0.9%
1:50 JPY  Retail trade m/mly/y Feb -0.4%|-0.2%
7:00 JPY  Small business confidence Index Mar 47.9
9:30 SEK  Retail sales s.a. m/mly/y Feb 0.5%|4.3% 0.7%|4.0%
9:30 SEK  Householdlending v/y Feb 7.5%
9:30 SEK  Trade balance SEK bn Feb 25 16
10:00 ITL Business confidence Index Mar 1020
10:00 EUR  Money supply (M3) v/y Feb 4.8% 5.0%
10:00 EUR Loans tohouseholds (adj. for sales and sec.) v/y Feb 1.4%
10:00 EUR Loansto NFCs (adj.for sales and sec.) v/y Feb 0.6%
11:15 USD Fed's Williams (non-voter, neutral) speaks
15:00 USD S&P Case Shiller House prices Index Jan 182.8
16:00 USD__ Conference Board consumer confidence Index Mar 94.0 92.2

Source: Bloomberg, Danske Bank Markets
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Today's market data: 29 March 2016
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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, and may not be redistributed to, 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 was created by Danske Bank A/S and is distributed in the United States by Danske Markets
Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, 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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