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NEW RESEARCH WEBSITE. We have launched a new research website, with all our research
across asset classes and countries. Check it out now at https://research.danskebank.com.

Market movers today

e US industrial production, final euro area HICP December inflation figures and Chinese Q4
GDP data are the highlights of the data calendar later in the week.

e Today, the Bank of England’s newest external member, Silvana Tenreyro, is due to speak
about productivity growth in a first speech that could hold clues to her outlook for interest
rates, ahead of the UK’s inflation release tomorrow.

e In Sweden, Valueguard house price indicators for December are due out, where we look for
another decline (see next page).

Selected market news

In Japan, the Bank of Japan kept purchases unchanged. In addition, Governor Haruhiko Kuroda
stated overnight that easing measures will stay in place until the inflation target has been met.

Late on Friday, the ECB’s Jens Weidmann stated that ‘as far as central bank interest rates in the
euro area are concerned, however, the immediate risk of change is currently low. Afterall, the
Governing Council has made it clear that interest rateswill remain at their current levels for a
longer period of time and well beyond the time horizon of net asset purchases.....a faster end to
net asset purchases with a clearly communicated end-date would have been justifiable’ and the
full normalisation of monetary policy will therefore be a long path’, thus signalling that rate
hikes are still a while away.

On Friday, US Treasury Secretary Steven Mnuchin said he was confident that an agreement
would be struck to avoid government shutdown before the current short-term spending hill
expires on 19 January — either with a long-term or short-term deal.

On Saturday, Iraq was supporting the call for OPEC oil production cuts to remain in place
throughout 2018. There has been some speculation about whether OPEC would end cuts early
following the recent price rally. In addition, the US oil rig count has started to rise again.

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

At 9:00 CET today, we will receive the Valueguard house price indicators for December. Our
call for Hox Flats Stockholm is a -2.6% m/m decline. It will be interesting to follow what
happensover the next few months, assome buyers may want to carry out transactions prior to
the tougher amortisation requirements effective from 1 March. However, supply should also
pick up in the coming weeks after the year-end holidays.

Fixed income markets

We have seen some remarkable movementsin the Europeanand USfixed income marketssince
the start of the year, given acombination of stronger key economic data as well as central bank
communication. 10Y German government bond yields have risen almost 12bp, while 30Y
Germany has risen 8bp since the start of the year. However, the price action was ‘reversed’ on
Friday, where the core markets began to rally despite some strong data for the US economy.
Furthermore, we have seen a strong performance in some of the new syndicated deals such as
Portugal and Ireland, which also shows the appetite for long-dated bonds despite expectations
of tighter global monetary policy. Hence, we expect yields to stabilise and continue to range-
trade in the coming week. There is a very large positive net cash flow in the European
government bond market this week with redemptions from the Netherlands, Austria and Italy
and fairly modest supply from France, Spain and Germany. Hence, we expect more syndicated
deals to come to the market. Finland and Belgium are potential candidates. Spain isup for review
by Fitch andwe could see an upgrade into the single-A range. See more in our Government bond
weekly, 14 January 2018.

FX markets

EUR/SEK has become increasingly susceptible to house price data. Today, we will get
Valueguard’s data for December, where our model indicatesa 2.6% decline in Stockholm flats,
which adds to the cumulated 10% drop since the August peak. There are no consensus
expectations for these data, thusit is hard to have a prior view on how EUR/SEK will respond.
We still think the cooling of the house market will have a material impact on the real economy
over time and that this is part of the story why we remain bearish on the SEK and expect
EUR/SEK to edge higher again. For NOK, the outcome could influence foreign investor demand
for NOK assets. EUR/USD jumped above 1.21 on news of the progressin German government
coalition talksand later broke through 1.22, helped by Weidmann endorsing the talk of an end
to QE. EUR momentum is strongat present and looks increasingly reminiscent of last summer’s
rally. That said, in our view, the market interpretation of the minutes last week is not entirely
“fair’ in the sense that we do not believe that notably ECB president Mario Draghi has made a
shift in a more hawkish direction. With the FX market already stretched on EUR longs ahead of
the minutes, this suggests that the next big figures higher in EUR/USD will at least be more
difficult to achieve. GBP kept itsstand against the EUR appreciation on Friday while GBP/USD
broke above 1.37 for the first time since the UK Brexit vote on 23 June 2016, supported by
renewed hopes of a soft Brexit followinga report that Spanish and Dutch finance ministers have
agreed to push for a soft Brexit. In the short term, EUR/GBP is likely to remain in the hands of
investor appetite for EUR and Brexit and we expect the cross to continue to trade within the
0.8650-0.90range. In particular, GBP may be sensitive to comments from other EU leaders on
the prospectsof such a soft Brexit deal. If the idea is rejected, EUR/GBP could bounce and test
the high from 28 November at 0.8982. Moreover, we have a below consensus forecast for the
UK CPI print due on T uesday, which could also weigh on GBP temporarily. USD/JPY seems to
have found some ground around 111 and the correlation with the US fixed income market
resumed on Friday, which could be an early indication that Bank of Japan QE exit concerns have
eased. However, risk remains skewed to the downside short term amid stretched short JPY
positioning. Watch out for BoJactions: In case of continued upward pressure on JGB yields, we
would expect the BoJ to announce a fixed price JGB purchase operation, sayingit will buy an
unlimited amount of 5-10Y JGBs at 0.11%. Thiswould help restore confidence that the BoJ is
not about to exit QE and weaken the yen.
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Key figures and events

Monday, January 15,2018 Danske Bank Consensus Previous
8:00 NOK  Trade balance NOK bn Dec -4.2
9:00 SEK  HOX Stockholm flats price index m/m Dec -2.6% -4.2%
9:30 SEK  Household consumption m/mly/y Nov .|2.5% 0.1%|1.5%
11:.00 EUR  Trade balance EUR bn Nov 23 18

Source: Bloomberg, Danske Bank
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Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank”). The author ofthe research report is detailed
on the front page.

Analyst certification

Each research analyst responsible for the content ofthis 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 ofthe 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 issubject tothe
rules and regulation ofthe 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’sresearch reports are prepared inaccordance with the recommendations ofthe 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 impairthe
objectivity and independence of research shall be referred to Research Management and the Conpliance Department.
Danske Bank’s Research Departments are organised independently fromand do not report to other business areas within
Danske Bank.

Research analystsare remunerated in partbased onthe overall profitability of Danske Bank, which includes investent

bankingrevenues, but donotreceive 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, issuerand/or country. Documentation can be obtained fromthe
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 ofthis research report for the date offirst publication.

General disclaimer

This research report has been prepared by Danske Bank (a division of Danske Bank A/S). Itis provided for informational
purposesonly. It does not constitute or formpart of, and shall under no circumstances be considered as, an offer to sell or
asolicitation ofan offer to purchase or sell any relevant financial instruments (i.e. financial instruments mentioned herein
or other financial instruments ofany issuer mentioned herein and/or options, warrants, rights or other interests with respect
to any such financial instruments) (‘ Relevant Financial Instruments”).

The research reporthas 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 completenessand Danske Bank, its affiliates and subsidiaries accept no
liability whatsoever for any direct or consequential loss, including without limitationany loss of profits, arising from
reliance on this research report.

The opinionsexpressed herein are the opinions oftheresearch analysts responsible for the research reportand reflect their
judgement as ofthe date hereof. These opinions are subject to change and Danske Bank does not u ndertake to notify any
recipient ofthis research report ofany such change nor ofany 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 orthe United
States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be reproduced
or distributed, inwhole or in part, by any recipient for any purpose without Danske Bank’s prior written consent.

Disclaimerrelatedto distributionin 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 US.
registered broker-dealerand subsidiary of Danske Bank A/A, pursuantto 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 subjectto U.S. rules with regard to the preparation of research reports and the indepe ndence 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 NY SE or FINRA but satisfy the applicable requirements ofa non-U.S. jurisdiction.

Any U.S. investor recipient ofthis research report who wishes to purchase or sell any Relevant Financia Instrument nmay
do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financia instrunents
may entail certain risks. Finandial instruments ofnon-U.S. issuers may not be registered with the U.S. Securities and
Exchange Commissionand may notbe subject to thereporting and auditing standards ofthe U.S. Securities and Exchange
Commission.
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