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Market Movers

o Today we get the ISM manufacturing index for June. Regional indices and the Markit Selected readings from Danske Bank
PMI manufacturing index point to a stabilisation in the ISM manufacturing index,
while the order-inventory balance points to an increase. We think ISM manufacturing
will stay around the current level over the next months and estimate the index was
unchanged at 51.3 in June.

e Brexit Monitor No. 15: Day 7 after
UK's decision to leave the EU

Follow us on Twitter:

e In Norway and Sweden manufacturing PMIs will be published today. In Norway, the

. @Danske_Research
unemployment rate is due for release.

Selected Market News

Bank of England Governor Mark Carney delivered a very dovish speech yesterday,
stating that the ‘economic outlook has deteriorated’ due to Brexit uncertainties and that he
personally thinks ‘some monetary policy easing will likely be required over the summer’.
Carney said that he viewed the two meetings in July and August as a ‘package’ and that
BoE will publish the first full projections after Brexit in the next Inflation Report due in
August. We believe the BoE will eventually cut the bank rate to 0.00% from 0.50% and
expand the Asset Purchase Facility (APF) by GBP150-200bn. The GBP weakened and
stock prices rose on the comments.

Nominations for conservative party leadership closed yesterday. Boris Johnson surprised
by not entering the run and five candidates are thereby lined up: Stephen Crabb, Liam
Fox, Michael Gove, Andrea Leadsom and Theresa May with Gove, Crabb and May likely
seen as the three ‘main’ candidates. Next week the Conservative MPs have to reduce the
number of candidates from five to two. Party members will then vote and the new
leadership is chosen on 9 September.

The Chinese manufacturing PMI indices released this morning were somewhat
disappointing in our view. The official manufacturing PMI dropped slightly to 50 in June
from 50.1 in May and the Caixin manufacturing PMI declined to 48.6 from 49.2 — we had
expected both indices to stay unchanged. The official non-manufacturing PMI rose to
53.7 from 53.1 thus mitigating the lower activity in the manufacturing sector.

In Japan, the Tankan index for large manufacturers, which surveys the outlook for this
sector, rose to 6 in Q2 from 3 in Q1, while the similar index for large non-manufacturers
fell to 19 in Q2 from 22 in Q1. CPI inflation excluding fresh food dropped to minus 0.4%
yly in May from minus 0.3% in April. The overall weakness in Japanese key figures
released this morning will put pressure on Bank of Japan to ease monetary policy further.
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Scandi Markets

Norway. We expect a moderate increase in gross unemployment of 250 people m/m,
suggesting that the number of jobless is levelling off. The unemployment rate will
probably climb to 3.0% for seasonal reasons. The PMI hit an 18-month high in May,
passing the 50 mark — which points to growth — for the first time in over a year. It will be
interesting to see whether the June figures confirm this acceleration in activity or bring a
correction. Consensus is looking for a correction to 50.5.

Fixed Income Markets

The German 30Y (BUXL) future sold off 5 big figures around the European close on the
back of this BBG story. It states that ‘some Governing Council members favour changing
allocation of bonds purchases away from the size of a nation’s economy to one more in
line with outstanding debt’. Will Germany really allow 25% of PSPP purchases in BTPS?
For cross sovereign market implications of altered QE weights see Twitter.

FX Markets

The GBP weakened heavily with EUR/GBP initially spiking to the highest level since
2014 (to above 0.8380) before settling ¢.40 pips lower following a dovish statement by
BoE governor Carney. We still maintain the view that risks are skewed towards an even
weaker GBP over the coming months and we forecast EUR/GBP at 0.86 in 1M. In the
Scandies both SEK and NOK are little changed on the day. We think the SEK will trade
around current levels but look for strengthening next week after the turn of the quarter
will lead to Funds shorting the cross. EUR/DKK has edged slightly higher over the past
few days but still trades close to 7.4400.
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Key figures and events

Fr'iday, Ju]y 1, 2016 Period Danske Bank Consensus Previous

EUR  Fitch may publish Belgium's debt rating

USD Total vechicle sales m Jun 17.3 17.37
1:30 JPY  CPI-national v/y May -0.5% -0.3%
1:30 JPY  CPI-national ex.fresh food v/y May -0.4% -0.3%
1:30 JPY  CPI-national ex.fresh food and energy v/y May 0.6% 0.7%
1:30 JPY  CPI- Tokyo v/y Jun -0.4% -0.5%
1:30 JPY  CPI-Tokyo ex fresh food v/y Jun -0.5% -0.5%
1:30 JPY  Household spending v/y May -1.0% -0.4%
1:30 JPY  Unemployment rate % May 3.2% 3.2%
1:30 JPY  Job-to-applicant ratio May 1.35 1.34
1:50 JPY  Tankanlarge manufacturersindex (outlook) Index 2nd quarter 4.0 6.03.0
1:50 JPY  Tankanlarge non-manufacturersindex (outlook]) Index 2nd quarter 190 22.0/17.0
3:00 CNY  PMI manufacturing Index Jun 50.1 50.0 50.1
3:00 CNY  PMI non-manufacturing Index Jun 53.1
3:45 CNY  Caixin Manufacturing PMI Index Jun 49.2 49.2 49.2
4:00 JPY  Nikkei Manufacturing PMI, final Index Jun 47.8
7:00 JPY  Consumer confidence Index Jun 41.0 40.9
8:30 SEK  PMI manufacturing Index Jun 535 54.0
9:00 NOK  PMI manufacturing Index Jun 50.5 51.1
9:15 ESP  PMI manufacturing Index Jun 520 518
9:45 ITL PMI manufacturing Index Jun 520 524
9:50 FRF  PMI manufacturing, final Index Jun 47.6 47.9
9:55 DEM  PMI manufacturing, final Index Jun 54.2 54.4 544
10:00 EUR PMI manufacturing, final Index Jun 52.3 526 52.6
10:00 NOK  Unemployment % Jun 3.0% 3.0% 2.9%
10:30 GBP  PMI manufacturing Index Jun 50.1
11:00 EUR  Unemployment % May 10.2% 10.1% 10.2%
1545 USD Markit manufacturing PMI, final Index Jun 514
16:00 USD Construction spending m/m May 0.6% -1.8%
16:00 USD ISM manufacturing Index Jun 51.3 51.5 51.3
16:00 USD ISM prices paid Index Jun 63.8 63.5

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.
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