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Investment Research — General Market Conditions   

    
Market movers today 

 The main event today is the meeting between UK PM Theresa May and US President 

Donald Trump. In our view, it is likely the two will say that the UK and US will ‘renew 

their special relationship’ and ‘lead together again’. 

 On the data front, we get the first estimate of US GDP growth for Q4 16. We estimate 

GDP growth was 2.3% q/q AR driven mainly by private consumption. Business investments 

seem to have bottomed out when looking at core capex orders and we expect a positive 

contribution to growth in Q4. Capex orders for December are also released today and should 

have increased. Looking ahead, we expect capex orders to move higher on the back of 

higher oil prices, which supports oil investments and the rebound in manufacturing. 

 US PCE core inflation in Q4 will give us the December inflation rate implicitly. Based 

on the CPI data released last week, we estimate PCE core prices rose 0.2% m/m in 

December, corresponding to a quarterly print of 1.4 q/q AR in Q4, down from 1.7% in Q3. 

 In the euro area, money supply and loan growth figures for December are due for 

release. Loan growth to the private sector has improved to just below 2.0% y/y and the 

ECB’s latest bank lending survey showed that demand for loans should continue to support 

growth in lending to both households and enterprises but credit standards for loans to 

enterprises tightened somewhat, driven by lower willingness to tolerate risk mainly in the 

Netherlands. 

 In Scandinavia, Swedish business, consumer confidence and retail sales figures are due for 

release. For more info, see Scandi markets on page 2. 

Selected market news 

With less than a week as US President, Trump is now in his first major foreign policy 

conflict after Mexico’s President Nieto cancelled a meeting with him planned for next 

week. The cancellation followed President Trump’s tweet that if Mexico was unwilling to pay 

for the ‘badly needed wall’, then it would be better to cancel the upcoming meeting. The conflict 

threatens one of the largest bilateral trading relationships but Trump’s spokesman Sean Spicer 

said ‘we will continue to co-ordinate’, while Mexico’s President Nieto said the door was not 

closed for a meeting. Later yesterday, the White House said Trump wanted to pay for the wall 

with a 20% tax on imports from Mexico as part of a tax reform package. 

The positive risk sentiment continued with rising equity prices and fixed income selling-

off. Yesterday, USD followed suit and recovered following the resistance of the past few days. 

In fixed income markets, Italy and Portugal were under pressure and in the 10Y space spreads 

widened 12bp and 11bp to Germany, respectively, while Spain widened only slightly. In Italy, 

the headwind continued after the Constitutional Court rejected part of the ‘Italicum’, creating 

market fears that a snap-election has moved closer, while Portugal was under pressure after 

Bloomberg reported that an EU official had said that ‘the Portugal situation is not good’. 

Bundesbank President Jens Weidmann said yesterday that euro area inflation is heading 

towards the ECB’s mandate indicating his view is that the ECB can soon start tapering. 

However, Weidmann also said ‘expansionary monetary policy path is currently appropriate’ and 

that the ECB will exit the loose monetary policy only when inflation is sustained which is much 

less hawkish and in line with the stance of other ECB members. 
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Selected readings from Danske Bank 

 Brexit Monitor #22: UK still set to 

trigger Article 50 before end March 

despite the government’s defeat in 
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Read more in Danske Bank’s recent 

forecasts and publications 

 The Big Picture 

 Nordic Outlook 

 Yield Forecast Update 

 FX Forecast Update 

 Weekly Focus 
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Scandi markets 

Sweden: On Friday, the NIER publishes the business (BCI) and consumer (CCI) confidence 

surveys (at 09:00 CET) and after very strong readings in the past month, a slight recoil should 

come as no surprise. As for retail sales (at 09:30 CET), we believe a weakish number is to be 

expected as the shoe and clothing industry’s flash indicator was on the weak side, which chimes 

well with other anecdotal evidence. 

Fixed income markets 

Trump and May will meet later today in Philadelphia. This will be the first meeting with foreign 

officials for the newly inaugurated President. While we believe Trump is likely go ‘straight to 

business’ and discuss the US/UK trade relationship, May has stated that that it is too early to 

discuss what areas a trade deal will cover but hopes that ‘opposites attract’. 

Another day, another sell-off. This seems to be the story of 2017 and yesterday it was especially 

the case in periphery with 10Y Portugal and Italy, which continued to be weighed by the ‘the 

Portugal situation is not good’ comment and the Italian Constitutional Court ruling, widening 

11bp and 12bp to Bunds, respectively. Once again, Spain fared well, widening only slightly to 

Germany and outperforming other core and semi-core. 

Today, the Spanish Tesoro and the French debt office will announce which bonds they will tap 

next Thursday. While this week’s Spanish syndicated deal was very well received, FRTRs have 

been underperforming over the past two weeks, driven by ample supply (Green OAT EUR7bn, 

CADES EUR4bn, City of Paris EUR300m, etc.). France is expected to tap around a total of 

EUR9bn in the long end, while the total in Spain is likely to be around EUR3bn. 

Spain is up for review at Fitch and Moody’s will have Finland on possible review. We do not 

expect any changes in the rating or the outlook for either Spain or Finland. 

FX markets 

Another day of risk rally and yield curve steepening during the European session yesterday 

shows that the reflation theme is still alive. The rise in equity prices and higher yields weighed 

on the JPY and the USD finally followed suit and recovered after the last days’ resistance.  This 

could very well be the time to go short EUR/USD for a move towards the lower end of the 

trading range. 

USD/JPY jumped above 114.50 yesterday and while the short JPY trade is probably still quite 

crowded, we still expect the JPY to continue suffering in an environment with rising global bond 

yields and a higher oil price. We are still long EUR/JPY via options as one of our FX Top Trades 

for 2017. 

GBP remains supported as UK PM Theresa May meets with US President Trump today. 

Yesterday, the UK government published the bill to trigger article 50 and the initial debate will 

start in the lower chamber of Parliament on 31 January, with a vote the following day. In our 

view, markets have turned too optimistic on UK trade deal outlooks and we still see risks skewed 

on the downside for GBP in coming months as the triggering of Article 50 moves closer. 

After yesterday’s fall, EUR/NOK is now fluctuating at the critical technical support levels that 

we have highlighted over the last days. While a sustained break below 8.9150 (and not least 

8.90) would signal to us more near-term NOK strength, we prefer a more cautious short-term 

stance. Moreover, our short-term financial models, which have historically been a reliable 

leading indicator for short-term corrections, suggest that EUR/NOK is oversold. Strategically, 

we like to be long the NOK, yet, tactically, entry levels are likely to improve. We would sell 

rallies below 8.98. 
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EUR/SEK continued lower despite yesterday’s bunch of data being on the weak side. We have 

come a long way in EUR/SEK and still think 9.50 will act as an attractor for the cross near term. 

Also, the economic surprise index spread (SEK-EUR) suggests less near-term catching up 

potential for the SEK vis-à-vis the EUR. Tactically, we would look to sell EUR/SEK on rallies. 

Russia has unveiled its FX purchases plan posing ‘speed limits’ for the RUB. Russia’s Ministry 

of Finance (Minfin) announced it will start FX purchases through the central bank (CBR) in 

February 2017 if the Urals price stays over USD40/bl. We expect the new framework to put a 

brake on the RUB’s excessive strengthening, pushing the volatility down on a rising oil price, 

improving fiscal stability and the outlook on public finances. We believe the new mechanism 

would be RUB negative, especially in the short run, and RUB liquidity positive pushing money 

markets rates down, whether fully implemented. However, the RUB remains oil price driven. 

At the moment, we are not changing our medium- and long-term forecasts for the USD/RUB 

(55.10 in 6M and 51.15 in 12M) remaining in wait-and-see mode. 
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Key figures and events 

 

Source: Bloomberg, Danske Bank Markets 

 

Friday, January 27, 2017 Period Danske Bank Consensus Previous

- DEM Retail sales m/m|y/y Dec 1.9%|… 0.6%|0.4% -1.7%|3.2%

- EUR Fitch may publish Spain's debt rating

- EUR Moody's may publish Finland's debt rating

- GBP Moody's publishs UK's debt rating

8:45 FRF Consumer confidence Index Jan 100.0 99.0

9:00 SEK Consumer confidence Index Jan 103.5 103.2

9:00 SEK Economic Tendency Survey Index Jan 111.4 113.8

9:00 SEK Manufacturing confidence Index Jan 115.0 121.1

9:00 DKK CB's securities statistics Dec

9:00 DKK Foriegn portfolio investments Dec

9:30 SEK Household lending y/y Dec 7.2%

9:30 SEK Retail sales s.a. m/m|y/y Dec -0.5%|3.5% -0.3%|3.5% 0.9%|3.6%

10:00 EUR Money supply (M3) y/y Dec 4.9% 4.9% 4.8%

10:00 EUR Loans to households (adj. for sales and sec.) Dec

10:00 EUR Loans to NFCs (adj. for sales and sec.) Dec

14:30 USD GDP, first estimate q/q AR 4th quarter 2.3% 2.1% 3.5%

14:30 USD PCE core,  preliminary q/q AR 4th quarter 1.4% 1.4% 1.7%

14:30 USD Core capital goods orders, preliminary % Dec 0.3% 0.9%

16:00 USD University of Michigan Confidence, final Index Jan 98.1 98.1
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Disclosures 
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 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 on request. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of relevant 

assumptions, are stated throughout the text. 

Expected updates 

This report is updated on a daily basis. 

Date of first publication 

See the front page of this research report for the date of first publication. 

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. 
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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. 


