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Investment Research — General Market Conditions   

     
Market Movers  

 The ECB meeting is finally here and the suspense will be over as the ECB 

announces its new round of stimulus. We expect the ECB to cut the deposit rate by 

10bp to -0.4%, to introduce a two-tier deposit rate system aimed at reducing the cost 

to the banking sector and to signal that the deposit rate could go even lower. We also 

look for the ECB to frontload QE purchases by EUR20bn per month in the spring (see 

ECB preview: Another ‘menu’ of easing, but will it be enough, 7 March 2016).  

 The market reaction to this ‘package’ is likely to be a small disappointment in fixed 

income markets, where a slightly bigger deposit rate cut is priced in and some 

analysts are looking for a 20bp cut. However, it seems that many equity investors 

have feared a ‘December deja vu’, when the ECB disappointed, and have been 

reluctant to buy ahead of the ECB meeting. Hence, the measures we look for in 

combination with a clear easing bias might be a small relief for the stock market.  

 We will also have data on German trade balance, German labour costs and US 

jobless claims. But it will be overshadowed by the ECB meeting. 

 In Scandi, inflation data in Norway is due, see page 2. 

Selected Market News 

Stocks have continued to move broadly sideways over past days ahead of the ECB 

meeting as markets await further guidance from the ECB as to how much stimulus we are 

likely to get. Asian markets have seen small gains in Nikkei and offshore Chinese stocks. 

Oil prices moved a bit higher yesterday, hitting USD41 per barrel again as the 

market is setting its hopes on an OPEC/Non-OPEC meeting later this month or early 

April. No date has been confirmed though. The lift to oil gave some support to risk 

sentiment yesterday. 

Chinese CPI inflation increased more than expected to 2.3% y/y in February 

(consensus 1.8% y/y) from 1.8% in January. The increase was purely due a jump in food 

prices while core inflation declined to 1.3% y/y from 1.5% y/y. Hence, outside food there 

is very limited inflation pressure in China. The newly announced inflation target for 2016 

is 3.0%. PPI inflation in China rose to -4.9% y/y in February from -5.3% y/y in 

January. We expect PPI inflation to continue to move higher over the next six months as 

it is highly correlated with global raw materials prices, which have shown decent 

increases this year. 

The UK RICS housing survey rose to 50 in February as expected from 48 in January. 

It is quite a high level and points to a continued robust housing market in the UK. 

 

 

 

 
 
 
 
 

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 
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07:30 1 day +/-,%   

 S&P500 (close) 1989.3  0.51   
 S&P500 fut (chng from close) 1990.1  0.06   
 Nikkei 16848.9  1.24   
 Hang Seng 20105.8  0.55   

17:00 07:30 +/-, bp   

 US 2y gov 0.89 0.89  -0.2   
 US 10y gov 1.87 1.88  0.7   

 iTraxx Europe (IG) 91 92  0.2   
 iTraxx Xover (Non IG) 375 377  1.4   

+/-, %   
 EUR/USD 1.102 1.098  -0.37   
 USD/JPY 112.920 113.730  0.72   
 EUR/CHF 1.10 1.10  -0.16   
 EUR/GBP 0.774 0.773  -0.15   
 EUR/SEK 9.281 9.292  0.12   
 EUR/NOK 9.38 9.38  -0.05   

USD   
 Oil Brent, USD 40.8 40.8  0.10   
 Gold, USD 1257.3 1247.3  -0.79   

http://danskeresearch.danskebank.com/link/ECBPreview070316/$file/ECB_Preview_070316.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentChina080316/$file/FlashComment_China_080316.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentChina080316/$file/FlashComment_China_080316.pdf
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
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Scandi Markets  

We estimate Norwegian underlying inflation rose to 3.1% y/y in February in line with 

consensus. Inflation has been held up by the weak NOK lifting imported inflation. 

 

Fixed Income Markets 

All eyes in the European Fixed Income market will be on the ECB meeting later today. 

Our view is that the ECB will (1) lower the policy rate by 10bp, (2) introduce a two-tier 

system, (3) frontload QE over the next three months and finally (4) strengthen the 

forward guidance. It is our general perception that there are many investors out there 

fearing another disappointment from the ECB – a December déjà vu. Hence, a ‘package’ 

such as we suggest might be seen as positive for risk sentiment. 

Risk sentiment did improve yesterday and we saw upward pressure on US yields, which 

will put pressure on bunds when we open this morning. 

There is no issuer activity in the EGB market today as the market is focused on the ECB. 

But the ‘day off’ comes after a relatively busy start to the week. In general, it seems that 

investors are ‘ready to buy’ and we saw, for example, good demand for the 30Y Spain on 

Tuesday, and yesterday Portugal saw a decent bid-to-cover – despite the generally 

negative Portuguese news – when they were in the market in the 5Y and 10Y segments.  

Note that the Swedish debt office will be selling 5Y and 10Y linkers today. 

 

FX Markets 

Today, the focus will be on the ECB meeting. If the ECB delivers as we expect (see 

above), we expect EUR/USD to rise slightly on the announcement as our call is below 

market expectations. If the ECB cuts by, say, 20bp, we expect that EUR/USD would drop 

close to the 1.08 level immediately following the announcement. If the ECB decides to 

expand the QE programme by more than we expect, for example, through buying 

corporate bonds, it is unlikely to have a large impact on EUR/USD.  

Our expectations of EUR/USD will broadly be reflected in other crosses as well. If the 

ECB eases as expected EUR crosses are likely to rise slightly but more aggressive ECB 

rate cuts would drive EUR losses against, for example, GBP, SEK and, in particular, 

NOK, which would also be supported by a positive boost to oil prices. EUR/DKK will 

react differently as it will depend on how Nationalbanken reacts following the ECB 

decision. If it decides to not follow the ECB rate cut, it is unlikely to have much impact 

on EUR/DKK, which is currently trading slightly above the parity fixing. 

Yesterday, EUR/SEK fell sharply following comments from the Riksbank’s Cecilia 

Skingsley that she is becoming more long term and has greater tolerance for oil price 

shocks. She also indicated that she will accept a stronger currency and that it could 

become stronger than the central bank’s forecast. As such, Skingsley is now sending the 

same signals as Martin Floden and Henry Olsson from the Riksbank. The comments 

could be interpreted as a sign that the Riksbank is nearing the lower bound on policy 

rates. We continue to see EUR/SEK in a 9.10-9.50 range but after Skingsley’s comments 

the risks are skewed to the lower half of the range.   

 

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, March 10, 2016 Period Danske Bank Consensus Previous

- CNY Total Social Financing bn CNY Feb 1790 3417.3

0:50 JPY PPI m/m|y/y Feb -0.3%|-3.4% -0.9%|-3.1%

1:01 GBP RICS house price balance Index Feb 0.5 0.5

2:30 CNY CPI y/y Feb 1.8% 1.8%

2:30 CNY PPI y/y Feb -4.9% -5.3%

8:00 SEK PES unemployment % Feb 4.3%

8:00 DEM Trade balance EUR bn Jan 17.5 19

8:00 DEM Labour costs q/q|y/y 4th quarter 0.0%|2.4%

8:45 FRF Industrial production m/m|y/y Jan 0.8%|-0.1% -1.6%|-0.7%

9:00 ESP Retail sales y/y Jan 2.2%

9:00 DKK Current account (nsa|sa) DKK bn Jan 8.7|11.3 11.1|11.9

9:00 DKK CPI m/m|y/y Feb 0.8%|0.4% -0.4%|0.6%

9:00 DKK Trade balance ex ships DKK bn Jan 5.3

9:00 DKK Exports m/m Jan

10:00 NOK Core inflation(CPI-ATE) m/m|y/y Feb 0.7%|3.1% -0.1%|3.0%

10:00 NOK CPI m/m|y/y Feb 0.7%|3.1% 0.3%|3.0% 0.6%|3.0%

10:00 NOK PPI m/m|y/y Feb -4.5%|-10.7%

13:45 EUR ECB announces refi rate % 0.05% 0.05% 0.05%

13:45 EUR ECB announces deposit rate % -0.40% -0.40% -0.30%

14:30 USD Initial jobless claims 1000 278

14:30 EUR ECB's Draghi speaks at press conference

20:00 USD Budget statement USD bn Feb -200
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Today’s market data: 10 March 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, 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. 

 


