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Trump wants USD2tn infrastructure package

Market movers today

e The market is watching out for a further slowdown in the spreading of COVID-19 in
Europe and possibly the US. In the US, Trump has launched the idea of a big
infrastructure package in the range of 10% of GDP, to ‘rebuild the once great
infrastructure’. We will look for the political reaction in Congress to this idea.

e US ISM manufacturing is released, which is likely to have declined to the low 40s,
though the Markit PMI manufacturing declined less than feared last week.

o We get a host of final PMI manufacturing numbers for March in Europe, including
Sweden, which is likely to drop in line with its euro area counterpart (next page). In
Sweden the National Institute of Economic Research (NIER) also publishes an updated
macro forecast for Sweden (9:15 CET).

o Asthe price for Brent is dropping to close to USD20/ barrel the oil market is scrutinised,
as the level may prompt action from the OPEC+ members.

Selected market news

Risk sentiment was mixed yesterday, with most data and events appearing to go as one
would expect. China gradually opening, European coronavirus cases seem to have peaked,
while the US cases are still to peak (US President Trump warned of up to 240,000 US
coronavirus-related deaths). Major global equities indices were mixed between -1.8% and
+2% yesterday on the last trading day of the quarter. The quarterly performance has been
the worst since the global financial crisis. The picture was mirrored in the Asian session.

US consumer confidence saw a sharp fall but remains at high levels. However, we need to
treat it with caution as the data was collected from 1 to 18 March, i.e. ahead of the US
lockdown. The big drop in expectations is likely reflecting the fall in stock prices (as it
usually mirrors that), which then explains why the present situation has not really fallen
yet. We do not know the full impact on consumer confidence until next month's release.

The Chinese Caixin manufacturing jumped back to expansionary territory, but only at the
margin of 50.1. While the jump mirrored the official number yesterday, the level essentially
signals a status quo compared to the February figure. In Japan, the Business Tankan survey
where big manufacturers’ sentiment hit minus 8 versus zero in December was the worst
reading in seven years. They expect a further deterioration to minus 11 over the next three
months. This morning, PM Abe said that the government would take ‘necessary and
sufficient” economic policies to ensure the country does not return to deflation. A large-
scale fiscal package is expected to be presented within days.

The euro area HICP data was slightly weaker than expected at 0.7%, drawn down by the
sharp slowdown in energy prices. Core inflation dropped back to 1% after 1.2% driven by
lower service price inflation. With the exception of energy prices, any deflationary
pressures from the coronavirus crisis seem relatively contained so far. However, most of
the data was likely collected up to the middle of the month before lockdowns took effect
and hence only partly reflects the coronavirus repercussions on the inflation front.

Important disclosures and certifications are contained from page 4 of this report.
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Scandi markets

In Sweden the March manufacturing PMls is released today, while the services number is
reported on Friday. The February prints were pretty upbeat (56.7 for services and 53.2 for
manufacturing) but they are obsolete by now. Looking at PMIs in the euro area and the
recent business confidence survey by NIER it is clear that primarily the services industry
has been severely hit by the coronavirus. This is also clearly the message in the recent all-
time-high March reading for lay-off notices where sectors like traveling, hotels, restaurants
and retail sales dominate. In the euro area services PMI dived by 24.2 index points in March
(manufacturing just” 4.4 points). The Swedish services PMI is set to drop sharply too, but
maybe not just as much as in the euro area, since in Sweden things have not been literally
locked down as in many places in Europe. However, a drop of say around 10 index points
would not be a surprise. Today’s manufacturing PMI will very likely drop as well but
probably not to the same extent.

Fixed income markets

EGB bonds were yet again under a bit of pressure after some stabilisation in previous days.
While the ECB’s additional purchase programme has been important in capping yields,
another key element has been to reduce the volatility after some very intense trading
sessions in past weeks. It is still too soon to expect low volatility to prevail given the
uncertainty about the incoming coronavirus data but also given that debt offices gradually
announce their funding schedule.

The coronavirus-driven supply from the sovereign issues continues to come to the market.
Yesterday, Belgium did a 7Y syndicated deal, where it sold EUR8bn with an order book
above EURS5bn. However, it was also issued with a solid new issue premium of 8-9bp.
Furthermore, if we look at the outright yield it was sold with a yield of -1bp. The BGB
0.8% 06/27 was trading at -20bp on Monday before the announcement. Today, Portugal
will come to the market and it is also going to be a 7Y benchmark. We also expect a
significant new issue premium here. 10Y Portugal widened some 10bp to Germany
yesterday, so we expect another substantially oversubscribed order book.

Today’s supply comes from Germany and Denmark. Germany will supply its April 2025
bond for EUR4bn. Denmark is opening a new 30Y benchmark, which we expect to be
priced 29-31bp above Bund 0% 08/50. It is higher than our estimate made in our preview,
but DGBs have continued to underperform EU peers this week. We expect that the Danish
debt office will sell DKK5bn. See Danish Government Bond Auction Preview: New 30Y
DGB on April 1 - expected spread to Bunds 20-22bp, 27 March 2020.

FX markets

EUR/SEK 1M implied vol has crept below 10% for the first time since 12 March and
EUR/SEK spot is testing the 11.00 mark again. However, still in relatively illiquid markets,
which suggests one should not over-interpret +/- 10 figure moves in the cross. Today’s
Swedish PMI manufacturing will probably paint a dreary picture for the economy and
should only be a mild breeze compared to what coronavirus-inflicted services PMI numbers
will show on Friday. Two pieces of bad data for the economy and thus for the SEK,
although downbeat data will perhaps only confirm expectations and thus may not be major
market movers. Instead, global stock markets, higher or lower, will set the tone for the SEK,
not least via the rebalancing flows that we highlighted in Reading the Markets Sweden, 27
March 2020.
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Key figures and events

Wednesday, Apl"ﬂ 1, i={o}={0] Period Danske Bank Consensus Previous

USD Total vechicle sales m Mar 15.2 16.83
1:50 JPY  Tankanlarge manufacturersindex [outlook) Index 1st quarter -10.0 0.0|0.0
1:50 JPY  Tankanlarge non-manufacturersindex (outlook) Index 1st quarter 3.0 20.0/18.0
2:30 JPY  Nikkei Manufacturing PMI, final Index Mar 4438
3:45 CNY  Caixin PMI manufacturing Index Mar 45.0 40.3
8:00 DEM Retail sales m/mly/y Feb 0.2%|1.5% 1.0%|2.1%
8:30 SEK  PMI manufacturing Index Mar 53.2
9:15 ESP  PMI manufacturing Index Mar 44.0 504
9:45 ITL  PMI manufacturing Index Mar 41.0 48.7
9:50 FRF  PMI manufacturing, final Index Mar 42.9 42.9
9:55 DEM  PMI manufacturing, final Index Mar 45.5 45.7
10:00 EUR  PMI manufacturing, final Index Mar 44.7 44.8
10:00 NOK  PMI manufacturing Index Mar 52.2
10:30 GBP  PMI manufacturing, final Index Mar 47.0 48.0
11:00 EUR  Unemployment % Feb 7.4% 7.4%
14:15 UsSD ADP employment 1000 Mar -100 183
15:30 CAD RBC manufacturing PMI Index Mar 51.8
1545 USD  Markit PMI manufacturing, final Index Mar 49.2
16:00 USD Construction spending m/m Feb 0.6% 1.8%
16:00 USD ISM manufacturing Index Mar 46.0 50.1
16:30 USD DOEU.S.crude oilinventories K 1623
17:15 USD Fed's George (non-voter, hawkish) speaks

Source: Bloomberg, Danske Bank
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Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The author of the research report is
detailed on the front page.

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.

Danske Bank’s research reports 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 as sensitivity analysis
of relevant assumptions, are stated throughout the text.

Expected updates
Each working day.

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 A/S. It 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 (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’).]

This research report has been prepared independently and solely on the basis of publicly 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, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy,
completeness or reasonableness of the information, opinions and projections contained in this research report and
Danske Bank A/S, 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 and reflect their opinion as of the date
hereof. These opinions are subject to change and Danske Bank A/S 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
(see separate disclaimer below) and retail customers in the European Economic Area as defined by Directive
2014/65/EU.
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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 A/S’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 A/S 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 A/S who have prepared this research report
are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry
Regulatory Authority 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.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this document 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 entities falling within article 49(2)(a) to (d) of
the Order; or (I11) persons who are an elective professional client or a per se professional client under Chapter 3 of
the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’). In
the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely
on this document or any of its contents.

Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic
Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article 2(e) of the Prospectus Regulation
(Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be
deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to
have represented and agreed that it has not received this document on behalf of persons in the EEA other than
Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth
and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified
Investor should not act or rely on this document or any of its contents.
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