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Investment Research — General Market Conditions   

    
Market movers today 

 The calendar is thin again today and overall focus remains on market sentiment. US stocks 

closed higher for the second consecutive day yesterday. 

 The most important release is the UK CPI inflation. We estimate CPI inflation fell from 

3.0% in December to 2.9% in January, driven mainly by a smaller contribution from the 

energy component, as a big monthly increase in January 2017 falls out, and food. We 

estimate CPI core inflation rose from 2.5% to 2.6%. CPI inflation remains one of the key 

release after Bank of England turned more hawk ish at last week’s meeting, see Bank of 

England review: Launching a hiking cycle, 8 February. 

 Despite being a tier-2 release, look out for the US NFIB small business optimism for 

January. Business optimism is very high at the moment indicating increasing growth in 

business investments.  

 IEA will publish its monthly oil market report today. Following the recent rise in the US oil 

rig count, oil market  fundamentals have come back into focus and the market will watch out 

for revisions in particular to US output forecast. 

Selected market news 

Asian stocks are advancing for the second day, after the S&P 500 jumped by 1.4% yesterday 

and volatility retreated, with VIX falling below 26. EUR/USD and 10-year US Treasuries are 

lit t le changed this morning, while oil crept higher. The rand slipped after South African 

President Zuma defied calls by his party to resign. 

In the US, the White House yesterday unveiled its federal budget proposal for the fiscal year 

2019, including a proposal of USD1,500bn spending on infrastructure (USD200bn of which 

being Federal funds). Democrats needed to enact any legislation have already dismissed the 

proposal due to lack of significant federal spending, while many Republican fiscal hawks are 

wary of any big spending bill. The proposal would see the deficit  almost double from projections 

last year despite cuts to domestic programmes and foresees the budget in deficit  until the fiscal 

year 2039. Overall, the proposal would only worsen the already unsustainable debt path and we 

remain sceptical that any such legislation will actually pass Congress.  

On the foreign policy front , Washington signalled readiness for direct talks with Pyongyang 

after reaching a deal with South Korea on a diplomatic approach to North Korea. However, 

despite possible negotiations, the Trump administration intends to maintain the pressure on the 

North Korean regime with more sanctions still to come, according to US Vice-President Mike 

Pence. 

Danish inflation surprised on the downside yesterday falling from 1.6% y/y in September to 

0.7% in January. A mix of longer lasting and more volatile factors caused the fall, but overall 

this has caused us to revise down our inflation outlook to 0.9% in 2018 and 1.4% in 2019 – an 

outlook that was already at the low end versus other forecast s. See more in Flash Comment 

Denmark: January surprise paves way for another year of muted inflation - we revise down our 

forecast, 2 February.  
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Scandi markets 

No releases in Scandinavia today.  

Fixed income markets 

With the Bank of England the latest joiner of the ‘hawkish’ central bank camp, today’s UK 

inflation print  for January will be of particular interest as it  could confirm the signalled hike in 

May and further prepare the market for an additional move this year. Note that we have revised 

our BoE forecast and expect two hikes this year (in May and November). See Bank of England 

review: Launching a hiking cycle, 8 February. 

The Italian Tesoro will be in the market today with taps in the Oct -20s, Nov-24s and Mar-48s. 

The periphery and especially Italy have outperformed their EUR peers and have been 

surprisingly resilient amidst the increasingly volatile markets, which bodes well for today’s 

auction. See Government Bonds Weekly, 11 February. Portugal is coming to the market 

tomorrow, while Spain is due on Thursday. 

FX markets 

EUR/DKK rose yesterday after news broke that TDC recommends that shareholders accept a 

DKK40bn offer from four pension funds. Foreign investors currently own 96% of the TDC stock 

(US owns 51%, EZ about 20% and Norway 6%) and as three of the four buyers are DKK-based 

the transaction would involve DKK selling. It  might be what triggered the rise in EUR/DKK. 

Against this, we note that tighter DKK liquidity (due to large pension tax payments) will cap 

EUR/DKK topside short term.  

For GBP, focus today will be on the UK CPI print. Market is already pricing in  around 70% 

probability of a rate hike in May, and we would need to see a significant upside surprise in the 

CPI figures to lift  UK interest rates higher today. Hence, in the short term we see risks skewed 

moderately to the upside. Strategically, we are bearish EUR/GBP and would consider selling 

EUR/GBP via options on rallies above 0.89. As long as the UK and the global economy continue 

to do well, the timing and pace of future BoE rate hikes is in essence a function of GBP, energy 

prices (oil) and UK wage increases. Hence, the prospects of Bank of England rate hikes should 

keep a lid on EUR/GBP as GBP depreciation could move forward rate hikes.  

 

Key figures and events 

 

Source: Bloomberg, Danske Bank 

  

Tuesday, February 13, 2018 Period Danske Bank Consensus Previous

10:30 GBP PPI - input m/m|y/y Jan 0.6%|4.0% 0.1%|4.9%

10:30 GBP CPI m/m|y/y Jan -0.6%|2.9% -0.6%|2.9% 0.4%|3.0%

10:30 GBP CPI core m/m|y/y Jan -0.9%|2.6% ...|2.6% ...|2.5%

12:00 USD NFIB small business optimism Index Jan 106.0 104.9

14:00 USD Fed's Mester (voter, hawkish) speaks

https://research.danskebank.com/link/ResearchBoEreview080218/$file/Research_BoE_review_080218.pdf
https://research.danskebank.com/link/ResearchBoEreview080218/$file/Research_BoE_review_080218.pdf
http://bit.ly/2BnKOXN
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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 withou t Danske Bank’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/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’ .  
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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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