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Investment Research — General Market Conditions   

    
Market movers today 

 With the Fed meeting behind us, focus turns to the ECB meeting. We do not expect any 

changes in policy or forward guidance, but some hawkish comments could be envisaged. 

Instead, we expect the forward guidance to change in July. The ECB will also publish n ew 

growth and inflation projections, where we expect a lower growth forecast for 2018 and an 

increase in inflation projections, especially for 2018. Furthermore, focus will also be on how 

President Draghi will address the recent weeks of political turmoil in Italy. For more details, 

see our ECB Preview – End of QE approaching but no formal announcement just yet, 8 June 

2018. 

 In Sweden, we expect CPIF and CPIF ex energy to both overshoot Riksbank’s forecast 

(0.2pp and 0.04pp, respectively). This would bolster the Riksbank’s current plans for a rate 

hike in Q4 this year to which we assign about a 20% probability. For more details, see page 

2. 

 In the US and the UK, retail sales in May are due out. 

 The Bank of Japan meets today and is expected to announce its monetary policy early Friday 

morning European time. We expect both the policy balance rate and the 10Y yield target to 

be left  unchanged, at 0.10% and 0.00%, respectively. 

Selected market news 

As expected, the Fed raised the target range by 25bp to 1.75%-2.00% last night. The median dot 

for this year was lifted from a total of three hikes to four, as one member became more upbeat, 

which was enough to move the median. More importantly, the Fed removed a lot of soft forward 

guidance in the statement, as Chairman Jerome Powell wants more flexibility now the Fed funds 

rate is close to neutral. This is slightly more hawkish than we had expected an d we now think it  

is more likely than not that the Fed is going to hike in both September and December (previously 

only in December) although it  is still a close call between three and four hikes, which is also 

what the dot plot signals. For more details see FOMC review: Four hikes more likely after 

removal of soft wordings, 13 June. 

US yields initially gained across the government bond curve with the 10Y yield briefly rising 

above 3% on the FOMC announcement. However, increases quickly faded and the 2Y10Y US 

yield curve flattened to 40bp – the flattest since 2007. The initial losses in EUR/USD were also 

quickly erased as Powell stressed that an inflation overshoot will be allowed (USD negative).  

US equity markets ended the day lower and the negative close in the US is mirrored in Asia this 

morning, where weaker-than-expected Chinese retail sales and industrial production data also 

weigh on risk sentiment. 

The Bank of Japan (BoJ) reduced its buying of bonds for the second time this month, by cutting 

purchases in the 3-5Y segment by JPY30bn to JPY300bn at its regular operation . The reduction 

in the 3-5Y segment follows the BoJ’s unexpected cut in buying in the 5-10Y segment by 

JPY20bn on 1 June, and should would encourage flattening along the yield curve. 
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Scandi markets 

In Sweden, we estimate higher food, recreation and hotel/restaurant prices to have been the 

prime drivers for CPI inflation in May. Yet, another drop in electricity prices will not fully offset 

soaring petrol prices; hence, energy is probably quite close to neutral. The main uncertainty lies 

with food prices, which we assume have been affected by the previous rise in EURSEK (as some 

big food chains started to talk about the need for price increases). If the forecast is correct, it  

means CPIF and CPIF excl. Energy will both overshoot Riksbank’s forecast (the first  by 0.2 and 

the latter by 0.04). This would bolster t he Riksbank’s current plans for a rate hike in Q4 this 

year. Remember, we assign about a 20% probability to this scenario . 

Fixed income markets 

The Fed raised as expected the target range by 25bp to 1.75-2.00% (the interest rate on excess 

reserves was only lifted by 20bp to 1.95% in order to keep the effective Fed funds rate closer to 

the mid of the range). We note that  the median 'dot ' for this year was lifted from signalling a 

total of three hikes to four hikes although only one member lifted his or her dot. Powell said 

during the press conference that the latter was because the target range is now close to neutral. 

Initially, 10Y Treasury yields spiked above 3%, but the move was faded quickly as equities 

dropped to close at 2.97%. The curve flattened the 2Y10Y to a new 10-year low at 39bp. 

In respect of Italy, the tightening versus Bunds continued after the heavy BTP supply was well 

received by the market with a decent b-t-c. The two Portuguese taps were also easily absorbed 

and both countries performed some 3bp against Bunds.   

In Scandinavia, the key event is the Swedish inflation data. When we take the latest Danish and 

Norwegian May inflation figures into account , they suggest downside to our CPIF and CPIF ex. 

energy forecasts, both being +0.3 % m/m. It  means our forecasts are slightly higher than the 

Riksbank's forecasts. While our CPIF ex. energy forecast is only marginally higher, the 

difference is just over 0.2 percentage points for CPIF. For more see Reading the Markets 

Sweden. We published Reading the Markets Norway yesterday, in which we take a preview at 

the Norges Bank meeting next week. We expect Norges Bank to confirm its plans to hike ‘after 

the summer’ and repeat our strategies to position for a steeper FRA curve and to pay in the front 

of the NOK swap curve. 

FX markets 

USD is stronger after the Fed delivered the expected but still slightly hawkish hike and the US 

10Y yield again rose above 3%. As expected, EUR/USD fell on impact but partially erased the 

initial move as Powell stressed that an inflation overshoot will be allowed (USD negative) and 

as a WSJ story separately reported on the more concrete plans for US tariffs on Chinese goods. 

Today, while it  is a close call, we are looking for the ECB to refrain from putting an end date on 

QE and thus expect EUR/USD to drop on the announcement and edge a bit  higher on some 

nonetheless hawkish comments as Mario Draghi starts speaking. Bottomline: the Fed and ECB 

in combination halting the recent EUR/USD rebound. 

With the outlook of the next move higher in NOK we yesterday took  (a small) profit on our short 

NOK/SEK position. Initially, we wanted to await the Swedish inflation print today before 

closing the position as our Swedish economists had an above-consensus call for the release. 

Meanwhile, looking at the details of the Norwegian and Danish inflation prints, there is now 

downside risk to their estimates and therefore we prefer to take profit now. We book a small 

profit  of 0.1%. More fundamentally on the SEK, we cannot rule out more near -term EUR/SEK 

downside but emphasise that we still think markets underestimate the negative growth 

implications of lower housing investments as well, as we think the Riksbank's inflation 

projections are too optimistic, especially for next year. We therefore look to fade any EUR/SEK 

move lower on a 3-6M horizon. 

https://research.danskebank.com/abo/RtMSwedenw1823080618/$file/RtM_Sweden_w1823_080618.pdf
https://research.danskebank.com/abo/RtMSwedenw1823080618/$file/RtM_Sweden_w1823_080618.pdf
https://research.danskebank.com/abo/RtMNorway130618/$file/RtM_Norway_130618.pdf
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Key figures and events 

 

Source: Bloomberg, Danske Bank 

 
  

Thursday, June 14, 2018 Period Danske Bank Consensus Previous

1:01 GBP RICS house price balance Index May -0.1

8:00 SEK Service production y/y May 3.6%

8:00 DEM HICP, final m/m|y/y May 0.6%|2.2% 0.6%|2.2%

8:45 FRF HICP, final m/m|y/y May 0.4%|2.3% 0.4%|2.3%

9:30 SEK CPI m/m|y/y May 0.3%|2.0% 0.2%|1.9% 0.4%|1.7%

9:30 SEK Underlying inflation CPIF m/m|y/y May 0.3%|2.1% 0.2%|2.1% 0.4%|1.9%

10:30 GBP Retail sales ex fuels m/m|y/y May 0.3%|2.6% 1.3%|1.5%

13:45 EUR ECB announces refi rate % 0.00%

13:45 EUR ECB announces deposit rate % -0.40%

14:30 EUR ECB's Draghi speaks at press conference

14:30 USD Retail sales control group m/m May 0.3% 0.5%

14:30 USD Initial jobless claims 1000

14:30 USD Import prices m/m|y/y May 0.5%|... 0.3%|3.3%



 

4 |     14 June 2018 www.dans keresearc h.c om 
 

  D
a

n
s

ke
 D

a
ily 

 

   

 

  

 

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 res earch 

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 pu rpose without 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 
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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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