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Investment Research — General Market Conditions   

    
Market movers today 

 Following the upward surprise in US CPI inflation yesterday, focus on the macro front today 

turns to US retail sales for August, which we estimate increased by 0.3%. Preliminary 

consumer confidence for September from the University of Michigan is also released. Like 

business confidence, consumer confidence is still very high, but Hurricane Harvey and an 

unstable political environment within the US may have weighed on it and we estimate a 

slight fall to 95.0. Also, keep an eye on the five- to 10-year inflation expectations in the 

survey. They trended lower during 2015 and 2016 but have moved sideways at around 2.5% 

for a year now. 

 The US Empire index (business confidence) is likely to retreat a bit in September after hitting 

the highest level in three years in August. The indicator is quite volatile and the August level 

was likely to be ‘too strong’ relative to the underlying development. US industrial 

production for August is also due and estimated to increase 0.1% m/m. 

 On the central bank front, we have speeches today by ECB members Nouy (8:00 CEST), 

Visco (09:00 CEST) and Lautenschläger (10:15 CEST). 

 With the German parliamentary election less than 10 days away, we have published 

another German election monitor No. 2, 14 September, looking at some of the most pressing 

issues that politicians will have to deal with in the future. 

Selected market news 

US stock futures and Asian shares dipped after North Korea fired another Intercontinental 

Ballistic Missile over Japan into the Pacific Ocean this morning, demonstrating its defiance to 

new UN sanctions agreed on 3 September. Save haven assets were consequently in demand this 

morning, with gold firmer and USD/JPY dipping back below 110. The launch is likely to weigh 

on risk sentiment today, but the market impact should be short-lived unless the conflict escalates, 

given that we have already seen similar launches from North Korea in past weeks and months. 

As we expected, the Bank of England (BoE) left its policy unchanged at the meeting yesterday, 

but it surprised with a warning of a possible forthcoming rate hike ‘over coming months’ if 

underlying inflation moves higher and the unemployment rate moves lower. The comment 

fuelled a GBP rally (see FX section). We think a hike in November is a close call but given that 

one condition is ‘a gradual rise in underlying inflationary pressure’, which we interpret as higher 

wage growth, we still think the BoE will stay on hold this year. Our base case is now a hike in 

Q1 18, as the BoE is less worried about political uncertainty and more focused on economic data 

(see also Bank of England review: November hike is now a close call, 14 September).  

Japanese manufacturers' confidence worsened for the first time in four months in September 

from the previous month's decade high. Manufacturing PMIs have shown similar signs of a 

slowdown, but we still expect the recent growth momentum to continue in 2017, supported by 

a very strong labour market, the global economic recovery and extremely accommodative 

economic policies (see also Research Japan: Running on all engines, 12 September).

  15 September 2017 

 

Analyst 
Aila Mihr 
+45 45 12 85 35 
amih@danskebank.dk  

 @aila_mihr 

Danske Daily 

 

Selected readings from Danske Bank 

 Bank of England review: 

November hike is now a close call 

 German Election Monitor No. 2: 

What important issues should 

politicians debate? 

 Flash Comment - China: don't 

trust the weaker data too much  

 

Follow us on Twitter : 

 

@Danske_Research 

 

 

 

 

 

Read more in Danske Bank’s recent 

forecasts and publications 

 Nordic Outlook 

 Yield Forecast Update 

 FX Forecast Update 

 Weekly Focus 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://bit.ly/2x2Bapj
http://bit.ly/2h3X4ol
http://danskeresearch.danskebank.com/link/ResearchJapan120917/$file/Research_Japan_120917.pdf
mailto:amih@danskebank.dk
http://bit.ly/2uEVD2f
http://bit.ly/2h3X4ol
http://bit.ly/2h3X4ol
http://bit.ly/2x2Bapj
http://bit.ly/2x2Bapj
http://bit.ly/2x2Bapj
http://danskeresearch.danskebank.com/link/FlashCommentChina140917/$file/FlashComment_China_140917.pdf
http://danskeresearch.danskebank.com/link/FlashCommentChina140917/$file/FlashComment_China_140917.pdf
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
http://danskeresearch.danskebank.com/Link/NordicOutlook/$file/NordicOutlook.pdf
http://danskeresearch.danskebank.com/Link/YieldForecastUpdate/$file/YieldForecastUpdate.pdf
http://danskeresearch.danskebank.com/Link/FXForecastUpdate/$file/FXForecastUpdate.pdf
http://danskeresearch.danskebank.com/Link/WeeklyFocus/$file/WeeklyFocus.pdf
https://twitter.com/Danske_Research


 

2 |     15 September 2017 www.danskeresearch.com 
 

  D
a

n
ske D

a
ily 

 

   

 

  

 

Danske Daily  

Scandi markets 

In the Scandi markets, we will get Finance Denmark’s housing market statistics for Q2 today. 

We already have Statistics Denmark’s figures for how prices have moved on a nationwide basis, 

but it will be interesting to see what has been happening at a local level. 

Fixed income markets 

We have seen a decent rebound in US and European bond yields this week on the back of higher 

US inflation data, hawkish comments from the Bank of England, expectations for the ECB 

tapering, less geopolitical tensions as the situation in North Korean Korea seemed to have 

stabilised as well as US President Trump making deals with the Democrats. However, we do not 

see this as the start of a continued sell-off in the bond market but more as a short-term rebound 

given that the global central banks are still very cautious in taking back the stimulus in order not 

to damage the economic recovery. Furthermore, North Korea has launched another missile 

showing how fragile the situation is in North Korea. Hence, we expect yields to remain range 

bound at these levels. 

We have several EU countries up for review, with Portugal up for review by S&P (BB+/stable). 

We expect a new upgrade to a ‘positive outlook’ given the ongoing improvement in the 

Portuguese economy, which has meant that Portugal has left the EU’s excessive deficit 

procedure in the summer.  

Ireland is also up for review by Moody’s (A3/positive). Ireland has been on positive outlook 

since May 2016 and Moody’s has been trailing both Fitch and S&P. Ireland is seeking to repay 

EUR5.5bn in debt to the IMF, Denmark and Sweden given a very large cash buffer. Finally, we 

have Finland (AA+) up for review by S&P, we see a 50% chance of a positive outlook from 

S&P. 

FX markets 

With the prospect of a BoE rate hiking cycle materialising earlier than we forecast previously, 

GBP has been brought alive yet again. In an environment where the EUR uptick is losing steam 

a bit and the market remains stretched on GBP shorts, we have to admit that risks in EUR/GBP 

are now more balanced than we have laid out (previously, we saw risks tilted to the upside for 

the cross near term). That said, our position remains that EUR/GBP will have a hard time 

breaking significantly lower from here as Brexit uncertainty is set to be a subjugate for sterling 

for an extended period of time. Near term, the cross should be capped around the 0.88 level 

(which prevailed before the summer uptick) but, further out, if the BoE initiates a hiking cycle, 

the adjustment towards fundamentals – our Brexit-corrected Medium-Term Valuation (MEVA) 

estimate for the cross is around 0.83 – could take place faster than our current forecasts (0.88 in 

12m) project. 

In the Scandies, EUR/NOK has crept higher even despite the higher oil price. In our view, it 

does underline the risk scenario highlighted since Monday’s disappointing inflation print, 

namely that the reduced near-term NOK potential makes the currency vulnerable to long 

covering. Our fundamental predisposition remains to sell EUR/NOK, but for now we prefer to 

stay sidelined. We do not expect next week’s Norges Bank meeting to trigger a NOK revival as 

the central bank is unlikely to send any new signals, in our view. 

Yesterday, Turkey's central bank kept all rates unchanged, as expected by us and Bloomberg 

consensus. It was a fully justified decision as headline inflation accelerated in August. TRY 

remains the most attractive carry in FX and unchanged rates push TRY higher. While we expect 

that the key rate stays unchanged in 2017, monetary easing will start in H1 18, leaving TRY 

wounded in the medium and long term as the current account balance remains deeply negative 

and the surging oil price is not bringing relief to that. 
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Today at 12:30 CEST, Russia’s central bank, the CBR, is due to announce its monetary policy 

decision. Along with Bloomberg consensus we expect a solid 50bp cut to 8.50%. Markets have 

been pricing in the 50bp cut for a while already. A large cut and CBR’s soft tone would still be 

RUB positive: falling inflation is driving demand for Russia’s local debt, OFZs and improving 

economic prospects support local stocks. Despite less carry appeal, we still see good 

opportunities for carry traders as we expect the real rate to hover around 3.0% in 2017 and the 

RUB to continue to strengthen on the rising oil price and improving macro fundamentals. See 

Flash Comment Russia: CBR rate decision preview: time for a big cut, 14 September 2017. 

  

http://danskeanalyse.danskebank.dk/abo/FlashCommentRussiaCBRpreview140917/$file/FlashComment_Russia_CBR_preview_140917.pdf


 

4 |     15 September 2017 www.danskeresearch.com 
 

  D
a

n
ske D

a
ily 

 

   

 

  

 

Danske Daily  

Key figures and events 

 

Source: Bloomberg, Danske Bank 

  

Friday, September 15, 2017 Period Danske Bank Consensus Previous

- EUR Moody's may publish Ireland's debt rating

- EUR S&P may publish Portugal's debt rating

- EUR S&P may publish Finland's debt rating

- EUR S&P may publish Austria's debt rating

- EUR S&P may publish Cyprus's debt rating

8:00 NOK Trade balance NOK bn Aug 14.3

9:00 DKK House prices (Finance Denmark) q/q|y/y 2nd quarter

11:00 EUR Trade balance EUR bn Jul 22.3

11:00 EUR Labour costs y/y 2nd quarter 1.5%

12:30 RUB Central Bank of Russia rate decision % 8.5% 8.5% 9.0%

14:30 USD Retail sales control group m/m Aug 0.3% 0.3% 0.6%

14:30 USD Empire Manufacturing PMI Index Sep 19.0 25.2

15:15 USD Capacity utilization % Aug 76.8% 76.7%

15:15 USD Industrial production m/m Aug 0.3% 0.1% 0.2%

15:15 USD Manufacturing production m/m Aug 0.5% -0.1%

16:00 USD University of Michigan Confidence, preliminary Index Sep 95.0 96.5 96.8
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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 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 

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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