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Investment Research — General Market Conditions   

     
Market Movers  

 The main focus in financial markets today will be on any last minute hints on how 

the UK referendum on EU membership will turn out tomorrow.  

 The oil market will likely take note of the change in US crude oil inventories last 

week published today. The American Petroleum Institute yesterday reported a 

large inventory draw last week, so the market will be looking for confirmation of 

this development in today’s release. 

 Federal Reserve chairwoman Janet Yellen is set to speak again today but will 

likely repeat the message from yesterday. 

 A bunch of Swedish key data figures are due for release this morning, which will 

likely attract the attention of the Swedish market.  

 We will publish our quarterly Nordic Outlook with updated macro forecasts for 

the Nordic countries at 9:00 CEST.  

Selected Market News 

The implied probability from bookmakers and prediction markets that UK will vote to 

leave the EU at tomorrow’s referendum was steady around 24-25% yesterday despite 

opinion polls still pointing towards a close race that will come down to the wire. The final 

TV debate yesterday does not look to have affected the expected outcome on Thursday. 

Overall, prices on riskier assets managed to hold on the gains from the relief rally on 

Monday.  

Federal Reserve chairwoman Janet Yellen’s semi-annual testimony yesterday was more 

or less a repeat of the cautious stance on monetary policy from last week’s meeting in the 

Federal Reserve Open Market Committee and did therefore not impact prices in financial 

markets to any significant extent.   
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Scandi Markets  

A lot on the Swedish agenda this morning. Question is whether the general weakening 

seen in most sectors in the NIER's confidence survey in recent months will persist. 

Another worry for the Riksbank is the declining retail price expectations that go hand in 

hand with falling import prices. There is also a tendency for falling hiring expectations 

that - if continued - will eventually hit the currently improving labour market. That said, 

the May LFS survey should reveal a slight upward correction in the unemployment rate 

after the strong outcome in April. Finally, ESV (budget management authority) is set to 

release May figures. We will look at tax revenue composition to get a grip on the 

sustainability in the current strong improvement in Swedish government finances. There 

could be additional upward revisions to the budget surplus and hence more cuts in supply 

later this year.  

NIER is due to release a new forecast at 09:15 CEST this morning, just after the 

confidence survey. 

We will publish our quarterly Nordic Outlook with updated macro forecasts for the 

Nordic countries at 9:00 CEST. 

Fixed Income Markets 

If anything, Yellen came out on the dovish side in her testimony yesterday but US 

Treasury yields continued to edge higher adding to the Treasury sell-off on Monday. Poor 

demand at the 5Y treasury auction added to the move but it also reflects that UK 

bookmaker odds continue to indicate a 75% probability of ‘remain’. Today, the market 

will continue to focus on the UK EU referendum, but if we do not get any decisive last 

minute polls we are probably entering a kind of ‘wait-and-see’ mode until we get the 

result Thursday night. Germany is tapping in the 30Y benchmark (DBR Aug ’46). This 

bond has performed significantly against swaps recently and thus demand could be decent 

even though the bond is expensive from an outright perspective and relative to swaps. 

Last week the Swedish debt office reduced the auction size to SEK3.5bn from SEK4.0bn 

after the updated and lower borrowing requirement for 2016 and is thus only selling 

SEK3.5bn in the SGB Mar ’19 bond at the auction today. Also in Sweden the ESV 

(budget management authority) releases its May budget figures. We would not be 

surprised to see yet another improvement in Swedish government finances. Hence, there 

could potentially be additional upward revisions to the budget surplus and hence more 

cuts in government bond supply later this year. We continue to expect SGBs to perform 

against swaps and look for healthy demand today. 

FX Markets 

Following the decline in the implied probability that the UK votes to leave the EU 

tomorrow in betting markets and prediction markets to around 25% from the peak of 45% 

last week, FX markets have more or less reacted in the manner we would expect. We 

have seen support to the GBP and currencies that normally fare well in an environment 

characterised by positive risk sentiment, e.g. SEK, NOK, AUD and NZD and the USD 

has weakened. However, in our view this response is not necessarily justified by 

fundamental factors. In our most recent update of the signals from our G10 MEVA 

model, we highlight that fundamental factors signal a fair value for EUR/USD of 1.27, 

1.65 for GBP/USD, 0.70 for AUD/USD and 0.64 for NZD/USD indicating a correction 

potential of around 12% for the former two pairs and minus 7 and 10% for the latter two. 

Current spot levels for EUR/SEK and EUR/NOK are close to the estimates from MEVA 

indicating that these pairs are trading in line with what fundamental factors suggest. See 

FX Strategy: G10 MEVA signals update  

http://danskeanalyse.danskebank.dk/abo/FXStrategyG10MEVA210616/$file/FXStrategy_G10MEVA_210616.pdf
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Key figures and events 

Wednesday, June 22, 2016 Period Danske Bank Consensus Previous

9:00 SEK Consumer confidence Index Jun 95.0 95.6 96.0

9:00 SEK Economic Tendency Survey Index Jun 102.2

9:00 SEK Manufacturing confidence Index Jun 104.5 104.8 105.3

9:00 DKK Consumer confidence Net. bal. Jun 4.5 2.9 3.2

9:00 DKK House prices m/m|y/y 1st quarter

9:00 DKK Retail sales m/m|y/y May 0.2%|… 1.0%|1.1%

9:15 SEK Swedish Economy Report

9:30 SEK Unemployment (n.s.a.|s.a.) % May 7.3%|7.0% 7.3% 7.3%|6.7%

10:00 NOK Unemployment (LFS) % Apr 4.6% 4.7% 4.7%

13:00 USD MBA Mortgage Applications % -2.4%

14:30 CAD Retail sales m/m Apr -1.0%

15:00 USD FHFA house price index m/m Apr 0.6% 0.7%

16:00 EUR Consumer confidence, preliminary Net bal. Jun -6.5 -7.0 -7.0

16:00 USD Fed chair Yellen testifies to the Senate (day 2)

16:00 USD Existing home sales m (m/m) May 5.5 5.45 | 1.7%

16:30 USD DOE U.S. crude oil inventories K -933

20:30 USD Fed's Powell (voter, neutral) speaks  
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 
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Conflicts of interest 
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quality research based on research objectivity and independence. These procedures are documented in Danske 
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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. 

 


