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EU Commission President candidate facing knife-edge

vote

Market movers today

o In Europe, at 18:00 CEST the European Parliament will vote on Ursula von der Leyen’s
appointment as Commission President. She is potentially facing a knife-edge vote after
policymakers from the Greens and Left already ruled out their support and the centre-
left Socialists remain divided. Should she fail to secure the 374 votes for a majority, it
risks triggering an institutional crisis in the EU.

o Also on the agenda today in Europe is the ZEW business survey, which is one of the
first sentiment indicators in July. While last week saw improved risk sentiment
stemming from surprise candidates (e.g. French industrial production), we expect
further downside in the expectations component or some stabilisation at best.

o Fed Chairman Jerome Powell will speak about Aspects of Monetary Policy in the Post-
Crisis Era’ at an event in Paris today.

e Inthe US, retail sales and industrial production numbers for June are due for release.

Selected market news

Asian stocks are mixed this morning amid light volumes and few market drivers. Generally,
risk sentiment has been quite supported in July. Yesterday, we published an FX Edge
highlighting that efforts by the global central banks have led to easing of financial
conditions, which should bode well for the global economy in the second half of 2019,
especially supporting Scandi currencies, AUD, and JPY. For more details see FX Edge: H2
reflation set to drive high-beta currencies, support risk as well as our newly issued FX
forecast update for July.

On Brexit, a Bloomberg story this morning is reporting that a meeting between chief UK
and EU Brexit negotiators last week was one of the most difficult encounters of the last
three years, according to European officials. According to the story the EU is looking into
‘a package of measures that would aim to make it more palatable in the UK’, as the EU is
bracing itself for talks to become more hostile under the next British government, which
will be formed after a new UK Conservative leader is elected next week.

Yesterday Turkey’s new central bank governor signalled an impending interest rate cut at
next week’s meeting, arguing that the bank has ‘room to manoeuvre’ on monetary policy
as inflation falls. The new governor also emphasised the importance of tackling inflation
and promised to safeguard a ‘reasonable rate of real return’ for investors. Admittedly
inflation has come down quite significantly to just over 15% in June, compared with 25.5%
at the peak in October last year, while the central bank rate has remained at 24% since
September. However, the problem is that the current inflation rate is quite far away from
the central bank’s target of 5%.

Important disclosures and certifications are contained from page 3 of this report.
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Key figures and events

Tuesday, JU]y 1 6, 2019 Period DanskeBank  Consensus Previous
0:45 NZD CPI a/qly/y 2nd quarter 0.6%|1.7% 0.1%|1.5%
10:30 GBP  Unemployment rate (3M]) % May 3.8% 3.8%
10:30 GBP  Average weekly earnings ex bonuses (3M) v/y May 3.5% 3.4%
11:00 DEM ZEW current situation Index Jul 40 7.8
11:00 DEM ZEW expectations Index Jul -23.0 21.1
11:00 ITL  HICP, final m/mly/y Jun ..|0.8% .]0.8%
11:00 EUR Trade balance EURbn May 153
14:30 USD Retail sales control group m/m Jun 0.3% 0.4%
14:30 USD  Import prices m/mly/y Jun -0.5%|... -0.3%]-1.5%
15:15 USD Capacity utilization % Jun 78.1% 78.1%
15:15 USD Industrial production m/m Jun 0.1% 0.4%
15:15 USD Manufacturing production m/m Jun 0.3% 0.2%
16:00 USD NAHBHousing Market Index Index Jul 64.0 64.0
19:00 USD Fed's Powell (voter, neutral) speaks
21:30 USD Fed's Evans (non-voter, dovish) speaks
22:00 USD  TICSinternational capital flow, Net inflow USD bn May -7.8

Source: Bloomberg, Danske Bank

2| 16July 2018 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 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.
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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’.

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.

Report completed: 16 July 2019, 06:55 CEST
Report first disseminated: 16 July 2019, 07:30 CEST
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