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Investment Research — General Market Conditions   

     
Market Movers  

 The main event this week is the G20 meeting in Shanghai. We expect a string of US 

economic data releases during the week and we kick off with the Manufacturing PMI 

today.  

 There is also plenty of data from the eurozone and we start the week with eurozone 

PMI as well as German and French PMI and Italian inflation data. 

 The next Irish general election will take place on Friday. The coalition government 

continues to slide in the polls and is likely to lose its absolute majority. 

 Minutes from the Riksbank meeting on 10 February and Danish retail sales are due 

today, see Scandi Markets.  

Selected Market News 

Negative rating event on Spain as Moody’s moved from a positive outlook to a stable 

outlook for Spanish government bonds. Hence, the expected upgrade back to single-A is 

likely to be postponed despite the solid growth outlook for the Spanish economy. 

The UK and the EU signed a deal on Friday and afterwards PM David Cameron 

announced a date for the referendum on UK’s EU membership (23 June). Currently, the 

‘Remain’-side is ahead of the ‘Leave’-side but there is a large number of undecided 

voters. During the weekend a number of prominent conservatives including London 

Mayor B. Johnson supported the ‘Leave’-side. This is putting pressure on the GBP this 

morning and there is plenty of risk ahead for the GBP, see FX comment on page 2. 

The Asian stock markets opened higher this morning as the yen weakened and the oil 

price rose. Hence, the sentiment in the market is a bit more positive this morning despite 

HSBC reporting a surprising loss for Q4. 

 

 

 
 
 
 
 

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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 Scandi Markets Ahead 

 IMM positioning  
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07:30 1 day +/-,%   

 S&P500 (close) 1917.8  0.00   
 S&P500 fut (chng from close) 1925.0  0.55   
 Nikkei 16136.7  1.06   
 Hang Seng 19436.8  0.78   

17:00 07:30 +/-, bp   

 US 2y gov 0.73 0.76  3.3   
 US 10y gov 1.73 1.77  3.5   

 iTraxx Europe (IG) 112 113  0.7   
 iTraxx Xover (Non IG) 447 449  1.8   

+/-, %   
 EUR/USD 1.112 1.111  -0.09   
 USD/JPY 112.610 112.910  0.27   
 EUR/CHF 1.10 1.10  0.07   
 EUR/GBP 0.778 0.778  0.06   
 EUR/SEK 9.398 9.397  -0.01   
 EUR/NOK 9.54 9.51  -0.29   

USD   
 Oil Brent, USD 32.8 33.4  2.05   
 Gold, USD 1232.4 1217.7  -1.19   

http://danskeanalyse.danskebank.dk/abo/Scandimarketsahead150216/$file/Scandimarketsahead_150216.pdf
http://danskeanalyse.danskebank.dk/abo/IMMPositioningUpdate150216/$file/IMMPositioningUpdate_150216.pdf
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
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Scandi Markets  

Minutes from the Riksbank's policy meeting on 10 February are due for release at 09:30 

CET. Two board members (Flodén and Ohlsson) voted against the decision to cut the 

repo rate by 15bp to -0.5% and the minutes will provide information about how they 

reasoned. In Denmark retail sales for January is released as well as employment data. 

Fixed Income Markets 

Last week’s better than expected US data (retail sales, manufacturing production and 

initial job claims) have lightened fears about a US recession. This has lent some support 

to risk sentiment but credit in general continues to be weak and volatility remains 

elevated. The still fragile sentiment together with the sharp decline in market implied 

inflation expectations should lead to an even more accommodative stance from central 

banks, which could provide some stability to the market. We expect it to trigger further 

aggressive easing from the ECB in March (QE and depo cut) and the Fed to go to the 

sideline and halt rate hikes over the next six months. 

There was a negative rating event on Friday as Moody’s changed the outlook on Spain 

from positive to stable. The main reason was that the track record of meeting fiscal targets 

has been mixed in recent years and that it does not expect a new government to be able to 

implement structural reforms that will support growth over the coming three to four years 

despite the current reforms as well as higher than expected growth in Spain. This is not 

positive for Spanish government bonds in the short term given the uncertain political 

outlook. 

Issuance in the European government bond market is dominated by the tap in the old 30Y 

German government benchmark as well as 15Y linker from Italy and possibly a new 10Y 

Italian benchmark. Finally, Belgium is doing a tap in the 10Y, 15Y and 25Y benchmarks 

for up to EUR 2.8bn. 

FX Markets 

The GBP markets are under pressure after UK PM Cameron signed an EU deal on Friday 

and notably the mayor of London, Boris Johnson, backed a Brexit on these grounds. With 

polls suggesting the June referendum will be very close, the GBP crosses are likely to be 

haunted by the uncertainty surrounding the UK in coming months. Also the negative 

impact of a possible Brexit for the eurozone could increasingly become a focus point and 

weigh on EUR crosses. In the Scandi sphere watch out for Riksbank minutes today: the 

Feb meeting gave us a great chance to sell EUR/SEK but we took profit on this trade on 

Friday as the pair has now closed the gap to fair value and risk appetite seems to be 

stalling. EUR/NOK has edged lower and this week’s oil investment survey will be 

instrumental in setting the route for the cross near term; we deem a new leg higher may 

be in store. 

 

.  

 

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 

  

Monday, February 22, 2016 Period Danske Bank Consensus Previous

3:00 JPY Nikkei Manufacturing PMI, preliminary Index Feb 52.0 52.3

9:00 DKK Employment (monthly) 1.000|m/m Dec 2.0 5.0|0.2%

9:00 DKK Retail sales m/m|y/y Jan 0.3%|… -0.8%|0.0%

9:00 FRF PMI manufacturing, preliminary Index Feb 49.7 49.9 50.0

9:00 FRF PMI services, preliminary Index Feb 49.8 50.3 50.3

9:30 SEK Riksbank minutes from February 10 meeting

9:30 DEM PMI manufacturing, preliminary Index Feb 51.7 52.0 52.3

9:30 DEM PMI services, preliminary Index Feb 54.8 54.8 55.0

10:00 ITL HICP inflation, final m/m|y/y Jan ...|0.4%

10:00 EUR PMI manufacturing, preliminary Index Feb 51.8 52.0 52.3

10:00 EUR PMI composite, preliminary Index Feb 53.3 53.6

10:00 EUR PMI services, preliminary Index Feb 53.3 53.4 53.6

15:45 USD Markit manufacturing PMI, preliminary Index Feb 52.5 52.4
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Today’s market data: 22 February 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 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. 


