
 

Important disclosures and certifications are contained from page 4 of this report. www.danskeresearch.com 
 

 
 

 
Investment Research — General Market Conditions   

    
Market movers today 

 In the US, September figures for both the ISM manufacturing index are due out. Together 

with ISM non-manufacturing index, these indices declined sharply in August, indicating that 

growth has also disappointed in Q3. Regarding the manufacturing sector, regional indices 

and the Markit PMI manufacturing index for September have declined, suggesting that the 

ISM manufacturing index could move even lower in September from the level of 49.4 in 

August. Though the Markit manufacturing PMI index declined to 51.4 in September, it is 

still above the 50 threshold, suggesting growth. We think there might be a risk that the ISM 

index declined ‘too much’ in August and there could be a (small) upward correction in 

September. We estimate the ISM manufacturing index increased slightly to around 50.0 in 

September. However, this is still a low level. 

 In the UK, PMI manufacturing data is due out. The PMI rebounded significantly in August 

after falling sharply in July just after the vote. Consensus is for a drop to 52 in September 

versus 53.3 in August. 

Selected market news 

Asian markets are higher this morning as concerns about the possible failure of Deutsche Bank 

eased. Sentiment improved due to reports suggesting that the lender was lining up a less-costly 

settlement with US regulators than investors feared. The Nikkei index is up almost 1% while 

European and US stock futures are pointing to a higher opening.  

The UK pound is set to come under further pressure after Prime Minister Theresa May said over 

the weekend that the UK government intends to trigger the Article 50 of the EU’s Lisbon Treaty 

in Q1 17. She also hinted that the UK is heading for a ‘hard Brexit’, i.e. the UK is set to leave 

the single market and that the government intends to introduce a bill to convert all existing EU 

laws into UK legislation to provide certainty for business and investors. Our view is that the 

British pound will weaken further given the UK’s sizable current account deficit and waning 

capital inflows due to investor concern about the possible impact of Brexit.  

Focus will also be on Spain today following the resignation of Socialist party leader Pedro 

Sanches on Saturday. This increases the chance that the Socialist party will back or accept a 

government led by the Conservatives and Mariano Rajoy. It is not yet clear what stance a new 

leadership will take but Sanches was a key obstacle to ending the political deadlock that has 

lasted since December. In Hungary, the referendum about EU refugee policy was claimed 

invalid as the voting turnout at 39.7% fell short of the 50% threshold required. However, 98.2% 

of the votes turned out to be in favour of the prime ministers preferred ‘no’ vote.  The result will 

heap some of the pressure on EU immigration policies and more widely the unity among EU 

member countries. 
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Read more in Danske Bank’s recent 

forecasts and publications 

 Research:  Global growth revised 

down following Brexit  

 The Big Picture 

 Nordic Outlook 
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Scandi markets 

In Sweden, we also receive PMI from manufacturing (due out Monday at 08:30 CEST) but we 

must again underline that this index together with the service index is a weak and unstable 

indicator of the Swedish economy. 

In Norway, PMI data for September is due out. The series has shown a clear rise in industrial 

activity since Easter but has been more volatile recently. With much weaker headwinds from 

oil-related industries and further strong activity in mainland manufacturing, we expect the 

underlying positive trend to continue. 

Fixed income markets 

A very interesting session (and week) ahead of us. First, the highlights on the political 

developments over the weekend. The UK is heading for a ‘hard Brexit’ with Article 50 set to be 

triggered in Q1. This is the short interpretation of May’s Speech from over the weekend (and 

other statements). Her key statement was, ‘we are not leaving only to return to the jurisdiction 

of the European Court of Justice’. In short, the UK is set to leave the single market. See the full 

speech here.  

Spanish government bonds should get a boost today following Socialist leader Sanches stepping 

down on Saturday after losing a key vote in the party’s federal committee. This increases the 

likelihood of the Socialists potentially moving towards backing/accepting a government led by 

Rajoy (Conservatives, People’s Party). It is still not clear what stance the new leadership will 

take but Sanches was a key obstacle to ending the political deadlock, which has lasted since 

December 2015. See the FT. On to Italy, where the government made it clear over the weekend 

that it will not resign on a ‘no’ vote in the Constitutional referendum. ‘Whoever agrees with the 

content of this reform, but votes 'No' only because they want to send Renzi packing should know 

that this government will not quit, so you might as well vote 'Yes'’, said Interior Minister Alfano. 

This should support the Italian market, which has been trading weakly over the past few months 

due partly to political concerns and the risk that Italy could be heading towards a general 

election. See Reuters. 

Today, there will be focus on the European PMIs and in particular the UK figure. The US ISM 

print is also in the spotlight while Friday’s non-farm is this week’s main release. It is also worth 

keeping an eye on the ECB’s monthly QE data, which is due to be released this afternoon. The 

figures are again set to show that purchases in Portugal/Ireland remain below the capital key 

share, as the issue/issuer restrictions are denting purchases. At around year-end, Finland could 

be next and then Germany, if no PSPP tweaks are implemented. 

See Government Bonds Weekly: The squeeze in Bunds continues and an update on Q4 issuance 

in core and semi-core countries, 30 September 2016, for details on this week’s supply. In 

Scandinavia, we see value in the 10Y Sweden versus Germany after the recent 

underperformance and in Norway focus is on the 2017 budget. See more in Scandi Markets 

Ahead: Value in 10Y SGBs, Norwegian budget and 2Y and 10Y DGB auction in Denmark, 2 

October 2016. 

FX markets 

After a hectic September in terms of central bank meetings, FX markets are looking at a much 

thinner central bank calendar for October with fewer and (on paper) less interesting G10 

meetings to trade on. As such, focus is likely to turn largely to economic fundamentals 

(especially the US this week) and not least the political uncertainty related to OPEC, Brexit and 

the US presidential election.  

http://blogs.spectator.co.uk/2016/10/full-speech-theresa-mays-britain-brexit-speech/
http://www.ft.com/cms/s/1fee7034-881e-11e6-8cb7-e7ada1d123b1,Authorised=false.html?siteedition=intl&_i_location=http%3A%2F%2Fwww.ft.com%2Fcms%2Fs%2F0%2F1fee7034-881e-11e6-8cb7-e7ada1d123b1.html%3Fsiteedition%3Dintl&_i_referer=&classification=conditional_standard&iab=barrier-app#axzz4Lwxt1KD9
http://www.reuters.com/article/us-italy-referendum-idUSKCN1220EP?platform=hootsuite
http://danskeanalyse.danskebank.dk/abo/GovernmentBondsWeeklyw40300916/$file/GovernmentBondsWeekly_w40_300916.pdf
http://danskeanalyse.danskebank.dk/abo/GovernmentBondsWeeklyw40300916/$file/GovernmentBondsWeekly_w40_300916.pdf
http://danskeanalyse.danskebank.dk/abo/Scandimarketsahead021016/$file/Scandimarketsahead_021016.pdf
http://danskeanalyse.danskebank.dk/abo/Scandimarketsahead021016/$file/Scandimarketsahead_021016.pdf
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The latest IMM report showed significant changes in positioning across the board with 

speculators overall adding aggregate long USD positions. In our view, the current environment 

is neither very positive nor negative for the broad USD. We expect EUR/USD to be stuck in a 

tight range near term in line with our 1M and 3M forecasts at 1.12. We view recent market 

turmoil regarding European banks, notably Deutsche Bank, as having mixed EUR impacts. 

Deleveraging of non-eurozone assets by eurozone banks is a EUR positive while concerns about 

the potential negative impact on growth in the eurozone is a EUR negative.  

Our highest conviction view among major currencies has for some time been that the British 

pound (GBP) will weaken further. The uncertainty with respect to the deal that the UK could 

get is likely to intensify further over the coming month with Theresa May saying yesterday that 

article 50 will be triggered ‘no later than the end of March next year’. In our view, the terms on 

which the UK withdraws from the EU will mitigate capital inflows to the country via the very 

large current account deficit. This could dominate the positive effect of the recent better-than-

expected economic data, which could challenge market expectations of another Bank of England 

rate cut. As a result, we still expect EUR/GBP to edge higher and forecast the cross at 0.92 in 

6M. 

 

Key figures and events 

 

Source: Bloomberg, Danske Bank Markets 

Monday, October 3, 2016 Period Danske Bank Consensus Previous

- USD Total vechicle sales m Sep 17.4 16.91

- JPY Official reserves assets USD bn Sep 1256.1

1:50 JPY Tankan large manufacturers index (outlook) Index 3rd quarter 7.0 6.0|6.0

1:50 JPY Tankan large non-manufacturers index (outlook) Index 3rd quarter 18.0 19.0|17.0

2:30 JPY Nikkei Manufacturing PMI, final Index Sep 50.3

8:30 SEK PMI manufacturing Index Sep 52.5 52.0 50.7

9:00 NOK PMI manufacturing Index Sep 52.1 50.8

9:15 ESP PMI manufacturing Index Sep 51.5 51.0

9:45 ITL PMI manufacturing Index Sep 50.2 49.8

9:50 FRF PMI manufacturing, final Index Sep 49.5 49.5

9:55 DEM PMI manufacturing, final Index Sep 54.3 54.3

10:00 EUR PMI manufacturing, final Index Sep 52.6 52.6

10:30 GBP PMI manufacturing Index Sep 52.0 53.3

15:45 USD Markit manufacturing PMI, final Index Sep 51.4 51.4

16:00 USD Construction spending m/m Aug 0.3% 0.0%

16:00 USD ISM manufacturing Index Sep 50.0 50.4 49.4

16:00 USD ISM prices paid Index Sep 53.5 53.0

18:00 EUR ECB's Mersch speaks in Luxembourg
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Disclosures 
This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske Bank’). The 

name of the author of the report is listed 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. 

The research reports of Danske Bank are prepared in accordance with the Danish Finance Society’s 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 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. 


