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Market Movers

o Today’s calendar of economic data releases is dominated by US data that will tell
us more about how the US economy is doing. The main theme in the US economy is
the slowdown in the manufacturing sector and the concomitant steady growth in the
service sector, which has left economic policy makers in a difficult position.

e Today we get US-figures on industrial and manufacturing production. The
manufacturing sector is struggling due to a combination of the strong USD, the
slowdown in manufacturing globally and the slowdown in the US energy sector.
While the lower oil price has lowered input costs, it has also hit demand for US
manufacturing goods as the energy sector is a large buyer of them. The latest ISM
figures on manufacturing have been very weak and hence we are not too optimistic on
the ‘hard’ manufacturing data.

e Also due for release today are figures on US private consumption, namely the
University of Michigan consumer confidence and retail sales. We expect solid
releases due to growing real income, rising consumer confidence in previous months
and a boost to consumers’ purchasing power from the lower energy prices. The Fed’s
Dudley (voting member, dovish) will hold a speech on the economic and monetary
policy outlook in the US. We will also get US PPI figures.

e In the UK construction output figures for November are due. The figures should give
us more insight into how the UK performed growth-wise in Q4.

o Today the International Atomic Energy Agency is expected to report that Iran has
fulfilled its commitment under the nuclear agreement, which could lead to the decade-
long sanctions being lifted as early as Monday.

Selected Market News

Yesterday afternoon the Fed’s Bullard — who is regarded to be in the hawkish camp of
the voting members — expressed concern as to the downtrend in inflation expectations.
Specifically he stated that the latest decline in oil prices may delay the return of inflation
to central bank’s 2% target’ which would require a ‘rethink’ of monetary policy. While
Bullard still said that the base case remains four rate hikes in 2016 the fact that he
expressed concern, shows that the Fed is paying close attention to the tumbling start to the
year in terms of commodity prices and risk assets. Bullard’s comments offered relief to
risk appetite in the US session which, together with the rising oil price, contributed to
sending the major US stock index higher. While Asian stocks started the overnight
session on a good footing, most Asian indices, however, are now in red territory. The
Brent crude oil price has also lost some of its gains and is now back below the
USD31/bl-level around which Brent has been fluctuating this week.

IMF fund spokesman Gerry Rice stated that the process of the Yuan joining the Special
Drawing Rights is “fully on track’. For the sixth straight session the USD/CNY fixing
was held stable and the CNY-CNH spread still remains in a relatively tight range.
Overnight Chinese credit figures surprised heavily to the upside and showed that
companies increasingly turn to the corporate bond market.

Important disclosures and certifications are contained from page 5 of this report.

15 January 2016
Market overview
07:30 1day +/-%
S&P500 (close) 19218 167
S&P500 fut (chng from close) 18976 v -0.89
Nikkei 171178 v -071
Hang Seng 196338 ¥ -0.93
17:00 07:30 +/-,.bp
us 2y gov 0.89 089 ¥ 0.3
US 10y gov 2.08 2.09 0.9
iTraxx Europe (IG) 89 91 14
iTraxx Xover (Non IG) 362 365 3.2
+/-, %
EUR/USD 1.085 1.088 0.30
usp/Jry 118020 117830 ¥ -0.16
EUR/CHF 1.09 1.09 v -0.03
EUR/GBP 0.754 0.755 0.17
EUR/SEK 9.285 9.290 0.05
EUR/NOK 9.54 9.56 0.16
usp
Gil Brent, USD 308 306 ¥ 0.55
Gold, USD 1083.2 1081.6 v -0.14

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

e Bank of England Review - Not
much news in the minutes as we
are awaiting the inflation report

e Whois afraid of a China
syndrome? Implications for
Emerging Markets

e China: Strong trade data should
ease fears of a hard landing

e Conference call on ‘the
Repercussions of the oil price
collapse’ (digital playback]
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Scandi Markets

In Norway, trade balance figures for December will give us another month of details on
how not least the Norwegian producers are benefitting from a weaker NOK.

In Sweden we will get figures on household consumption. Note that on the back of
yesterday’s inflation release we have pushed our call for a Riksbank 10bp rate cut from
April to February.

Fixed Income Markets

Today, US data are in focus with retail sales, empire, industrial production and
consumer confidence all up for release. We are taking a short break in the EU govie
supply wave with only Slovakia printing in 18s and 24s. Spain will announce details on
next week’s tap at 14:00 CET today and we expect the Tesoro to introduce a new 3Y or
5Y and a tap in the 37s next week. The periphery has been holding up quite well despite
the heavy supply this week helped by decent new issue premiums. That was also the case
for Portugal yesterday that issued 4bn in the new 10Y that performed well in the
secondary after the launch.

It is Friday and that means possible rating reviews. Portugal is up for review by
Moody’s where we expect no changes. The risk is, however, tilted towards a ‘negative
outlook’ as the Socialist government has rolled back some austerity measures (holidays
re-introduced) and also the government cost from the sale of Banif attracted negative
focus.

FX Markets

Risk sentiment remains the main driver for all the major currencies at the moment and the
JPY and EUR are once again in demand this morning amid negative Asian markets. The
CNH-CNY spread has increased slightly again but we expect the PBoC to keep a tight
grip on the offshore market and limit CNH depreciation in the short term. Fed’s Bullard
(hawk) yesterday commented on falling inflation expectations, which he thinks may delay
the return of inflation to its 2% target. Bullard’s dovish comments provided some
temporary support to risk sentiment and EUR/USD traded lower yesterday afternoon. Fed
rate hike expectations have declined substantially this year and while falling US interest
rates should increase upward pressure on EUR/USD, less Fed tightening on the other
hand is supportive for risk sentiment, which would tend to send EUR/USD lower. In all,
these two opposing forces imply that EUR/USD might be kept in range.

In the Scandi FX market, EUR/SEK traded higher yesterday as Swedish CPIF for
December printed 0.2 percentage points below the Riksbank's forecast but in line with our
expectations at 0.9% y/y. Note that we have moved forward our call of a rate cut from the
Riksbank (10bp cut to -0.45%) from April to February instead. While the inflation
differential in itself is perhaps not enough to trigger a rate cut, it adds to previous
'burdens' (deviations), in our view. Moreover, we note that no action from the Riksbank
could send the SEK much stronger as it did in December and thus increase the risk of FX
intervention. For more details on our updated Riksbank view, see Reading the Markets
Sweden, 14 January.

2| 15January 2016

Markets

US S&P500 future

1993 1993
1973 1973
1953 1953
1933 1933
1913 1913
1893 1893
1873 1873

Wed Thu Fri Tue Wed Fri

Source: Danske Bank Markets

US 10y gov yield

2.19 2.19

2.09 2.09

1.99 1LEE]
Wed Thu Fri Tue Wed Fri

Source: Danske Bank Markets

Global FX

EUR/USD (LHS)

USD/JPY (RHS)

1101 118.8
1.091 118.1
1.081 1174
1.071 116.7

Wed Thu Mon Tue Wed Fri

Source: Danske Bank Markets

Scandi FX

EUR/SEK (LHS) EUR/NOK (RHS)

8.9

9.72
S22 965
825 9.58
9.21 G5!

Wed Thu Mon Tue Wed

Source: Danske Bank Markets

www.danskeresearch.com




Markets

Danske Daily

Key figures and events

Fr'iday, January 15,2016 Period Danske Bank Consensus Previous

EUR S&P may publish Belgium's debt rating

9:00 EUR ECOFIN meetingin Brussels

9:00 ESP  HICP,final m/mly/y Dec -0.4%|-0.1% -0.4%|-0.1% -0.4%]-0.1%
9:30 SEK  Household consumption m/mly/y Nov 0.2%|3.3%
10:00 NOK  Trade balance NOK bn Dec 154
10:00 ITL  HICP,final m/mly/y Dec .|0.1% .10.1% .10.1%
10:30 GBP  Construction output m/mly/y Nov 0.5%|0.0% 0.2%|1.0%
11:00 EUR Trade balance EURDbn Nov 215 199
14:30 USD Retail sales control group m/m Dec 0.3% 0.6%
14:30 USD Retail salesless autos m/m Dec 0.2% 0.4%
14:30 USD Retail salesless autos and gas m/m Dec 0.3% 0.5%
14:30 USD Retail sales m/m Dec 0.1% 0.2%
14:30 usb PPl m/mly/y Dec -0.2%]-1.0% 0.3%|-1.1%
14:30 USD PPlcore m/mly/y Dec 0.1%|0.3% 0.3%|0.5%
14:30 USD Empire Manufacturing PMI Index Jan -4.0 -4.6
15:00 USD Fed's Dudley (voter, dovish) speaks

15:15 USD  Industrial production m/m Dec -0.2% -0.6%
15:15 USD Manufacturing production m/m Dec -0.1% 0.0%
15:15 USD Capacity utilization % Dec 76.8% 77.0%
16:00 USD University of Michigan Confidence, preliminary Index Jan 93.0 92.6

Source: Bloomberg, Danske Bank Markets
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Today's market data: 15 January 2016

STOCKS
S&P500 Intraday, % Eurostoxx Intraday, %
Close +-
2.00 2.00 0.80 as DJISTOXX50 2883 v -119%
OMXC20 953 v -14%
1.70 09 OMXS30 1339 v -16%
OSE BX 542 v -2.6%
2.60 -2.6
Close +-
3.50 3.5 ®
15 16 17 18 19 20 21 09 10 11 12 13 14 15 16 17 18 PDOVECNES 6379 14%
Grey line indicates closing of Danish markets Grey line indicates opening of US markets NASDAQ 4615 2.0%
1month v -5.9% 1month v -5.5% S&P500 1922 17%
Year-to-date v -6.0% Year-to-date ¥ -7.0% NIKKEI (07:30) 718 v -11%
FX & COMMODITIES
QOil, Brent,
EUR/USD Intraday EUR 17:00 07:30 +- Gold, $ $
e AER usD 108.46 108.79 0.33 | 07:30 108160 3058
JPY 128.00 128.19 0.19 | 1day 3u Vv -0.30
1090 1090 GBP 75.39 75.51 0.13 | 2month 2039 WV -7.87
NOK 954.00 955.56 156 | Year-t-date 2018 ¥ -6.70
108.6 108.6 SEK 928.53 929.03 0.50
DKK 746.32 74627 ¥ -0.05 CRB CRB, Raw
108.2 108.2 PLN 438.48 439.35 0.87 IM future Industrials
@7 1@ 13 18 18 22 @1 0% usD 17:00 07:30 +- 07:30 163.12 407.82
JPY 118.02 1783 ¥ -0.19( 1day 0.73 0.28
1month 02 -0.52 GBP 143.87 144.08 0.21| 1month 02 -1110 5.84
Year-to-date 0.7 CHF 100.81 10047 V¥  -034| Yeartdate W -13.02 3.1
YIELDS & INTEREST RATES
USD-Yields Intraday Spread,
Policy Rate 3M bp 17:00 07:30 +-, bp
093 212 usb 0.50 0.62 © USsD 1Y 2.08 2.09 1
EUR 0.05 -0.14 -9 USD 30Y 2.87 2.88 1
0s1 | By 209 GBP 0.50 059 9 JPY 1Y 024 023 ¥ 1
| A iso10 DKK 005 -0.05 -0
0.88 )2.06 SEK -0.35 -0.28 7 07:30(-D* 17:00 +/-, bp
NOK 0.75 17 42 DEM 10Y 0.56 057 1
0.87 2.03
07 10 13 16 15 25 o1 oa PLN 150 160 0 DKK 10Y 0.93 ose ¥ 7
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PLN 10Y 2.83 2.92 0
* As of closing previous trading day
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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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