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Waiting for the Eurogroup tomorrow and OPEC+...

Market movers today

o Focus this week continues to be on the virus developments, especially in the US, where
the number of infections and deaths is rising significantly. Meanwhile, the growth rate
in new infections and deaths is coming down in Europe, signalling that the lockdown
measures implemented are beginning to have the desired effect and contamination has
peaked. The epicentre has moved to Spain from Italy.

o Today’s data print that may attract some attention is the Sentix investor confidence, but
otherwise focus is on the Eurogroup meeting tomorrow where corona bonds and other
policy options are expected to be discussed, see The case for ‘corona bonds' and other
policy options, 3 April. Later this week, Fed and ECB minutes are due for release, but
the recent measures and incoming data will make them less relevant compared to usual.
US initial jobless claims will be closely monitored on Thursday.

o Focus this week will also be on the ongoing oil war. OPEC+ is tentatively scheduled to
meet on Thursday, but we will also look for headlines before then.

Selected market news

Risk sentiment was sour on Friday amid a much worse-than-expected non-farm payrolls
jobs report of -701k. It is still outdated as it does not reflect the big increase after the
reference week. The April report is going to be a sad one. In the Asian session risk
sentiment was mostly positive, as cases in virus hotspots in Asia appear to be levelling off.
The Japanese government is said to lay out a two-step plan as well as declare national
emergency as the virus takes its toll. No overall package size was disclosed, but
unemployment schemes and support for companies were mentioned. A JPY 10,000 handout
to households with kids affected by the virus was also mentioned. Lower-income families
are said to be able to get up to JPY300,000.

The global epicentre of the coronavirus has moved to the US, which is by far the most
affected country. US President Trump said that if under 100,000 people died on the back
of the virus, it would be considered a good job.

The oil price rallied sharply on Friday on unconfirmed media reports that OPEC+ was
contemplating an emergency meeting on Monday to discuss a large output cut. Over the
weekend, the meeting has been pushed back and is now tentatively scheduled for Thursday.
Major oil producers are trying to work out a deal to cut global oil output 10%. The sticking
point for Saudi Arabia and Russia seems to be whether producers outside OPEC+ will join
the deal, most notably the US. Saudi Arabia is holding back its plan for deliveries and prices
in May until Thursday as it looks for a resolve of the current supply-demand imbalance.
Meanwhile, the US oil rig count plunged on Friday — a signal that US production will take
a hit from the large drop in the oil price. After an initial drop of more than 10%, Brent oil
is now only 1% lower than Friday’s close.

UK PM Johnson was hospitalised for tests as he continues to have a high fever, 10 days on.

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

This week kicks off with statistics on bankruptcies and forced property sales in March. We
will be watching to see how many companies have already been forced to close down
permanently. Service sector companies appear to be particularly vulnerable at the moment
and a marked increase in bankruptcies is on the cards this month despite the government’s
assistance packages. The number of forced sales will presumably not be affected to the
same extent, but this could change in the coming months if the situation deteriorates further.

In Sweden, all eyes are on the PES’ weekly layoff notices released at 12.00 CEST. Most
likely there will be a print well above 10,000 as this was implicitly the case for last week.
We expect a bad start to April for obvious reasons.

Fixed income markets

The more risk bearing peripheral countries had a tough day on Friday underperforming core
and semi-core. In particular Italy was under pressure, amid the weakest PMI services on
record, but as the virus data have stabilised, we may see some positive developments in the
BTP-Bund spread soon. Also increased ECB buying will close the spread. The ‘collapse’
in the Bund ASW-spread continued Friday. It is mainly driven by two factors: plenty of
new deals coming to the market, where the hedging is driving the Bund spread lower, and
secondly, the repo rate on German government bonds continues to decline. We are
approaching levels where going long the Bund spread becomes attractive, as new issuance
should slow down ahead of Easter and we have redemptions for some EUR36bn in German
government bonds. Today, ECB’s weekly monetary policy holdings and monthly APP
country details will be released (15:45 CEST) and will give a clear indication of the
purchase rate and focus in recent weeks/months.

On Friday, Belgium was placed on negative outlook by Fitch on the back of the
coronavirus. The reasoning for the negative outlook is an expectation of a significant
worsening of the budget deficit in 2020 and 2021 due to the virus. Fitch expects a budget
deficit of 5.5% of GDP in 2020 and 4.5% in 2021. It was again Fitch that made the negative
event, the other rating agencies have not moved countries to negative outlook.

Danish mortgages continue to perform especially versus government bonds. Furthermore,
supply is low in the callable mortgages and with the reinvestment need we expect spreads
to continue to grind tighter.

This week, Ireland may come to the market next with a syndicated deal. We updated our
forecast for the EU sovereign bond issuance on the back of statements from debt offices
and syndicated deals. This week's supply is from Austria, Germany and Italy, see
Government Bonds Weekly: More syndicated deals and the case for corona bonds, 3 April.

FX markets

Commodity currencies are struggling yet again as oil gyrations ahead of the OPEC+ talks
currently set for this Thursday remain in focus. On Friday, the IEA called upon the G20 to
help stabilise the oil market, warning that even OPEC’s proposed 10mb/d cut in output
would still leave a global stock build of some 15mb/d in Q2. Over the weekend, hopes of
an OPEC deal faded somewhat and crude prices plunged at the London open. Besides the
usual suspects such as CAD and MXN, we also stress that USD/JPY is a candidate for
downside if the oil price stays depressed due to the risk of further strain for US oil producers
and a range of JPY-supportive factors in the current environment.
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EUR/NOK went back above 11.40 on Friday and if still sensitive to oil, we stress again
that other factors — such as notably NOK buying to finance the Norwegian fiscal boost amid
COVID-19 - currently supports NOK. EUR/SEK has seemingly found a range between
10.90 and 11.10 in which it has consolidated for the past two weeks and with a shorter week
lacking tier-1 data, we think this will persist for now. Should the cross challenge, or even
breach, the lower levels of said range, it might be an attractive buy in anticipation of coming
important weeks for the SEK. Riba pricing currently indicates a 50/50 probability of a
Riksbank rate cut in late April, which we argue is too low. We still see a case for the
Riksbank to return to negative rates and with it we see further SEK downside, especially
on a 1-3M horizon.

Key figures and events

Monday, Apr‘i'l 6,2020 Period Danske Bank Consensus Previous
1.01 GBP  GfK consumer confidence, final Index Mar -90
8:00 DEM  Factory orders m/mly/y Feb -2.0%|0.6% 5.5%|-1.4%
800 DKK  Bankruptcies (s.a.) Apr
800 DKK  Enforced sales (s.a.) Mar
800 DKK  Industrial production m/m Feb -26%
10:30 GBP  PMI construction Index Mar 445 526
10:30 EUR  Sentix Investor Confidence Index Apr -30.3 -17.1

23:00 USD Fed's George [non-voter, hawkish) speaks
Tuesday, Aprﬂ 7,2020 Danske Bank Consensus Previous
EUR  Eurogroup meeting
CNY  Foreign exchange reserves UusD bn Mar 3096.3 3108.7
1:30 JPY  Labour cash earnings v/y Feb 0.2% 1.5%
6:30 AUD  Reserve Bank of Australia rate decision % 0.25% 0.25% 0.25%
7:00 JPY  Leading economic index, preliminary Index Feb 920 905

Source: Bloomberg, Danske Bank

3| 06 April 2020 https://research.danskebank.com




Danske Daily

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 (111) 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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