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Fixed Income   

    
Since our latest forecast, upward pressure on global interest rates has eased across 

the board. This move is partly due to a deterioration in risk appetite in the markets 

stemming from concerns about AI-related disruptions and more clarity regarding 

fiscal policy prospects in Japan. Although growth remains solid in the euro area, 

underlying concerns about too low inflation persist, which has pushed short-end 

Danish and European rates slightly lower. Across the Atlantic, reduced political 

uncertainty, a broad rollback of several political measures, including measures 

related to tariff increases, and clarity regarding a new Fed president have lowered 

term premia. Combined with weak signals on wage growth, this has exerted 

downward pressure on US rates. 

Fed on hold for now, but further rate cuts expected  

The US labour market continues to soften, although at a more gradual pace than 

previously, reducing the need for imminent rate cuts by the Fed. However, we 

particularly note that the wage sum is currently almost entirely driven by wage 

growth. This indicates downward pressure on private consumption but potentially 

also inflation in the coming months. We expect two additional rate cuts of 0.25 

percentage points in June and September, slightly later than previously anticipated 

and somewhat less than markets expect. Kevin Warsh is likely to become the next 

Fed Governor, which the markets have welcomed, easing concerns about the central 

bank’s independence. 

Solid growth but weak inflation in the euro area 

Recent economic indicators in the euro area have been mixed. Positive growth 

momentum continues, supported by a rise in private consumption, which ended last 

year on a strong note. However, credit conditions have tightened, and the services 

sector appears to be under increased pressure after being a key driver of the 

economy in recent years. Inflation has been to the soft side, and momentum has 

recently declined, particularly in the services sector. Although Governing Council 

members continue to state that the ECB is “in a good place”, we believe softer 

inflation could pave the way for more dovish signals from the ECB in the coming 

months. Our base case remains that the key rate will stay at 2% throughout 2026 and 

2027. The biggest risk of another rate cut would arise if inflationary pressures 

continued to ease. However, we also see a risk of a rate hike in 2027 if the expansive 

German fiscal policy and European defence spending have a stronger impact than 

anticipated. 
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Divergence among central banks  

There are increasing signs of monetary policy divergence among central banks. Earlier 

this month, the Reserve Bank of Australia (RBA) delivered a rate hike due to better-

than-expected demand, increased inflationary pressures, and a decline in 

unemployment. Also, among our Nordic neighbours, the picture is more mixed, with 

a significant upside surprise in Norwegian inflation creating uncertainty about 

whether Norges Bank should ease further. Conversely, the British economy is 

showing more pronounced signs of weakness, with rising unemployment, slower 

wage growth, and weak overall growth, prompting the Bank of England to signal that 

further rate cuts are likely. In the market, speculation has also emerged about a final 

rate cut from the Riksbank. 

Flat rate development over the next year in Europe, but upside risks at the long end 

Our ECB call suggests an unchanged level for policy rates until the end of 2027. This 

means our forecast for 2-year DKK and EUR swap rates remains close to current 

levels. For long-end Danish and European swap rates, we expect them to trade near 

current levels over the next year. However, we still see the risk as being skewed to 

the upside across regions at the long end of the curve. We expect term premiums, 

which reflect compensation for taking on duration risk, to rise in the US and Europe 

as bond supply is set to increase significantly due to high public budget deficits over 

the coming years. Therefore, we expect long-end US rates to move higher in the near 

future, despite the Fed’s rate cuts. 

 

Forecast: 10Y EUR swap rates 

 

Note: Past performance is not a reliable guide to future 

returns  

Source: Macrobond, Danske Bank 

 

 

Forecast: 10Y USD swap rates 

 

Note: Past performance is not a reliable guide to future 

returns  

Source: Macrobond, Danske Bank 
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* German government bond yields and euro swap rates ** Based on OIS/SOFR swap rates. Note: Past performance is 

not a reliable guide to future returns.  

Source: Danske Bank 
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Overview 

 

• The US labour market continues to soften, though at a more 
gradual pace than previously, reducing the need for imminent 
rate cuts by the Fed.  

• We expect two additional rate cuts of 0.25 percentage points in 
June and September, respectively. This is slightly later than 
previously anticipated and slightly less than investors are 
expecting. 

 

 

 

• The ECB kept the deposit rate unchanged at 2.00% at its latest 
meeting in February, signalling that the ECB remains “in a good 
position”. 

• We expect the ECB to hold rates steady throughout 2026 and 
2027. The greatest risk for another rate cut lies in continued 
decline in inflationary pressures. However, there is also a risk of 
a rate hike in 2027 if expansive German fiscal policy and 

European defence spending have a stronger-than-expected 
impact. 

 

 

 

• Since the beginning of 2023, Danmarks Nationalbank has 
maintained the monetary policy rate spread to the ECB at 40bp, 

and we expect this to remain unchanged over the coming year. 
EUR/DKK has risen back to a level near 7.4720, following the lift 
in the net position, which is in the upper range of its historical 

spread. 

• Long-term rates are expected, similar to EUR, to remain around 
their current level over the next 12 months. 

 

 

 

• The Bank of England kept rates unchanged at 3.75% at its latest 
meeting, but the decision was once again marked by significant 
disagreement. The tone, however, leaned towards the dovish 
side, and the central bank signalled further rate cuts. 

• We expect two additional rate cuts (in April and November), 
which is roughly in line with market expectations. However, we 

see the risk skewed towards the rate cuts being delivered 
sooner than anticipated. 

 

 

 

• The Riksbank kept the policy rate unchanged at 1.75% at its 
latest meeting in January. Markets are increasingly anticipating 
a cut in the coming three meetings (more than 50% probability), 

whereas we expect the Riksbank to keep rates unchanged and 
hike for a first time in December 2026. 

• Global rate movements have pushed Swedish rates lower, not 
only in the short-end. We find the move has become too 
extensive and would expect a slight reversal during the coming 

months. 

 

 

 

• Norges Bank indicated at the end of last year the prospect of 1-
2 additional rate cuts during 2026. However, January’s inflation 
figures surprised to the upside to such an extent that markets 

have now shifted towards expectations of 0-1 rate cuts. 

• We expect 2 rate cuts this year (September and December), and 
our base case now assumes a policy rate of 3.25% from March 
2027 – still significantly below market pricing. In our view, the 

forward curve remains notably flat in the 5-10 year segment. 

 

 

Note: Past performance is not a reliable guide to future returns 

Source: Macrobond, Bloomberg, Danske Bank 
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EUR forecast 

EUR forecast table  1M change in Euribor 3M forward curve 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
 Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

3M Euribor  2Y EUR swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

5Y EUR swap rates  10Y EUR swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
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USD forecast 

USD forecast table  1M change in USD SOFR forward curve 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

SOFR rates  2Y USD swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

5Y USD swap rates  10Y USD swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
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GBP forecast 

GBP forecast table  1M change in SONIA1M forward curve 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

SONIA (1M)  2Y GBP swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

5Y GBP swap rates  10Y GBP swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
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SEK forecast 

SEK forecast table  1M change in STIBOR3M forward curve 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

3M STIBOR rates  2Y SEK swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

5Y SEK swap rates  10Y SEK swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
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DKK forecast 

DKK forecast table  1M change in DKK swap (3M) 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

3M CIBOR  2Y DKK swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

5Y DKK swap rates  10Y DKK swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
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NOK forecast 

NOK forecast table  1M change in NOK swap (6M) 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

3M NIBOR   2Y NOK swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 

 

5Y NOK swap rates  10Y NOK swap rates 

 

 

 

Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank  Note: Past performance is not a reliable indicator of current or future results. Source: Danske Bank 
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views set forward in the Communication may differ from views or opinions in other departments of Danske Bank A/S. It constitutes a short-term view and is subject to change and 
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made in the past 12 months, including all previous investment recommendations made by the producer is available upon request, free of charge. 

The LC&I’s Sales & Trading departments’ or non-independent Research departments' personnel are not independent research analysts, and the Communication is not intended to 

constitute “investment research” as that term is defined by applicable regulations. The Communication has as such not been prepared in accordance with the legal requirements designed 

to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of the communication. The personnel in the LC&I’s 

Sales & Trading departments or non-independent Research departments may be remunerated based on investment banking revenues, and may receive bonuses or other remuneration 

linked to specific investment banking transactions. Danske Bank A/S or its personnel may hold a position in any financial instrument discussed herein. Personnel is subject to a Personal 
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other services, leading to payments or promises of payments. Prices and availability are indicative and may change without notice. 

The Communication is provided for informational purposes only and should not be considered investment, legal or tax advice. 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. Danske Bank A/S is not acting as an advisor, fiduciary 

or agent. Recipients of the Communication should obtain advice based on their own individual circumstances from their own tax, financial, legal and other advisors about the risks and 

merits of any transaction before making an investment decision, and only make such decisions on the basis of the investor's own objectives, experience and resources. All investments 

carry risks. The value of any investment may fluctuate, and investors may get back less than they invested. Past performance is not indicative of future results. 

The Communication has been prepared independently and solely on the basis of available information that Danske Bank A/S considers to be reliable, but Danske Bank A/S has not 

independently verified the contents hereof. While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or warranty, ex press or 

implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness, currentness or reasonableness of the information, opinions and projections contained 

in the Communication and Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, inc luding without limitation any loss of 

profits, arising from reliance on the Communication. 

For current disclosures of Danske Bank A/S’ interests and potential conflicts of interest regarding issuers and financial instruments subject of investment recommendations please refer 

to the Danske Bank's Disclosure and disclaimer webpage: https://danskeci.com/ci/research/disclosures-and-disclaimers. 

Please note that while information on the great majority of relevant issuers and financial instruments are contained on this website, it may not contain information on all relevant issuers 

and financial instruments. The absence of information on any relevant issuer or financial instrument should not be seen as an indication that Danske Bank A/S does not have any interests 

or potential conflicts of interest on the issuer or financial instrument. Please contact your Danske Bank A/S representative for information regarding any issuer subject of investment 

recommendation that is not mentioned on https://danskeci.com/ci/research/disclosures-and-disclaimers. 
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purpose without Danske Bank A/S’ prior written consent. 

Disclaimer related to distribution in the United Kingdom 

In the United Kingdom, the Communication is for distribution only to (I) persons who have professional experience in matters relating to investments falling within article 19(5) of the 

Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth ent ities falling within article 49(2)(a) to (d) of the Order; or (III) persons who 
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Disclaimer related to distribution in the European Economic Area 
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