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IMF’s Lagarde to take over from Draghi

Market movers today

e« The main event in the Nordic region is the Riksbank meeting with the policy
announcement at 09:30 CEST. The market is not expecting much and we tend to agree.
The most significant piece of new information compared with the April policy meeting
is that both the ECB and the Fed have hinted at adding more monetary stimulus. This
must have come as a complete surprise to the Riksbank. At the same time, policy
makers can point to relatively healthy growth (Q1 GDP came in above expectations),
inflation at target and inflation expectations stable at 2%. Hence, the Rikshank is in no
particular hurry to hike rates.

e Inthe US, the ISM non-manufacturing survey is released today, which will be giving
an interesting indication of whether the service sector is feeling the pinch from the
troubles in the manufacturing sector and global economy. Market consensus expects a
reading of 56.5. The service PMI has dropped in recent months to nearly 50, which has
been a worry for the Fed. Hence a poor reading today would ignite expectations of a
considerable upfront Fed easing.

o We do not believe the UK PMI services index due out today should move much in
either direction.

Selected market news

US Treasuries followed the positive sentiment yesterday from the European bond markets
on the back of weaker numbers out of the UK, a ‘soft” speech by BoE’s Carney, the
nomination of IMF’s Lagarde to become the next head of the ECB and Italy announcing a
cut in the budget deficit to 2.04% rather than 2.4% for 2019 (as seen in April). The cut in
the budget deficit is the result of a combination of higher revenues and lower spending.

The big surprise yesterday was the nomination of Christine Lagarde as the new head of the
ECB. She has been very vocal in terms of keeping up economic stimulus. The reaction in
the bond market was positive and another round of QE is likely to be in the cards. See more
in our note published this morning, ECB research: IMF’s Lagarde to take over from
Draghi.

US President Trump announced nominees for the Federal Reserve. Trump said that he is
planning to nominee two candidates, Christopher Waller and Judy Shelton, who are both
seen to be positive for easing US monetary policy.

German Defence Minister Ursula von der Leyen was nominated as Head of the EU
commission. The candidates have to be approved by the EU parliament and there is some
opposition from German members of the EU parliament to the German Defence Minister
becoming head of the EU commission. However, we expect the nominations to go through.
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Scandi markets

First out in Sweden today is June services PMI. It is not very meaningful to make a forecast
of these quite volatile data. However, the development over time is similar to
manufacturing. The services PMI peaked mid-2017 and has trended lower since. The May
figure (53.3) was lowest since April 2016. The main event is the Riksbank meeting with
the policy announcement at 09:30 am CEST. The market is not expecting much and we
tend to agree. The most significant piece of new information compared with the April
policy meeting is that both the ECB and the Fed have hinted at adding more monetary
stimulus. This must have come as a complete surprise to the Riksbank. At the same time,
policy makers can point to relatively healthy growth (Q1 GDP came in above expectations),
inflation at target and inflation expectations stable at 2%. We would say that the Riksbank
is in no particular hurry. Current policy guidance (April) says that the plan is to lift the
repo-rate late this year or early next year. It could simply drop the first part and wait and
see what the ECB and the Fed decide to do policy-wise.

In Norway, housing prices have surprised on the upside so far this year, partly as a
correction after the fall in prices in late 2018. As the market seems well balanced, we
estimate prices were more or less unchanged in June.

Key figures and events

Wednesday, JU]y 3,2019 Period Danske Bank Consensus Previous

PLN  Polish central bank rate decision % 1.50% 1.50% 1.50%
2:30 JPY  Markit PMI services Index Jun 51.7
345 CNY  Caixin PMI service Index Jun 526 52.7
8:30 SEK  PMl services Index Jun 58K
915 ESP  PMl services Index Jun 528 52.8
9:30 SEK Riksbank, rate decision % -0.25% -0.25% -0.25%
945 ITL PMl services Index Jun 50.0 500
9:50 FRF  PMl services, final Index Jun 531 53.1
955 DEM  PMl services, final Index Jun 556 556
10:00 EUR  PMIcomposite, final Index Jun 521 521
10:00 EUR  PMl services, final Index Jun 534 534
10:30 GBP  PMl services Index Jun 510 51.0 510
14:15 UsD ADP employment 1000 Jun 140 27
14:30 USD  Trade balance usD bn May -520 -50.8
14:30 USD Initial jobless claims 1000
1545 USD  Markit PMI service, final Index Jun 50.7
16:00 USD  ISM non-manufacturing Index Jun 56.0 56.9
16:00 USD Core capital goods orders, final % May 04%
16:30 USD  DOE US. crude oil inventories K -12788

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 report has been prepared by Danske Bank (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 herein.

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.

3] 03July2019

https://research.danskebank.com




Danske Daily

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/A, 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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