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Investment Research — General Market Conditions   

    
Market movers today 

 The development in US-Chinese trade tension remains in focus after US President 

Trump announced another USD200bn worth of tariffs last night.  

 In Scandi, Swedish August LFS is due to be released. So far, Swedish labour market 

developments have been very impressive, albeit it is a lagging indicator (see more on 

page two). 

 The Bank of Japan meets today and is scheduled to announce its monetary policy on 

Wednesday morning European time. We expect the BoJ to keep its policy unchanged 

and for Governor Haruhiko Kuroda to reiterate a relatively dovish stance, signalling 

that the BoJ intends to keep interest rates at current levels for a longer period of time. 

We expect the BoJ to keep its current policy intact until the end of 2019 at least. 

Selected market news 

Last night, the Trump administration announced a new 10% tariff on USD200bn 

worth of Chinese products. A 10% tariff is less than previously feared, but at the same 

time, President Trump threatened to increase the tariff to 25% in 2019 unless a deal is 

reached to ease trade tensions. The total value of imported goods from China covered by 

Trump’s tariffs is now USD250bn or roughly 50% of total US imports from China. China 

has promised to retaliate to any US measures against China one-to-one and with the new 

tariffs from the US side, it is difficult not to see the trade war escalate further – also in light 

of the US mid-term elections. In our view, a deal seems unlikely before well into 2019. The 

risk is that it drags on. At least, China seems to be preparing itself for a long-lasting trade 

war by (among other things) easing economic policy. See US-China Trade Update - China 

unlikely to give in to Trump’s demands despite new tariffs, 17 September. 

Global equity markets trade mixed this morning: Hong Kong and Chinese markets trade 

lower while Japanese indices are up more than 1.5% as Japanese investors return from 

holiday. The strong rally in Japanese markets probably reflects that a 10% tariff is less than 

initially feared. 

The Riksbank Minutes released yesterday basically confirmed the signal to hike in 

either December or February. We read them as slightly hawkish, where the doves are 

now taking a more neutral stance. The question is how the Riksbank will assess the lower-

than-expected inflation and GDP data. We stick to our base case with a hike in December 

though. See Riksbank doves more neutral, 17 September. 

Minutes from the 4 September monetary policy meeting at the Reserve Bank of Australia 

confirmed that the next move in interest rates is likely to be a hike. However, while the 

RBA expects GDP growth likely to remain ‘above potential’, it also warned that 

‘significant tensions’ around trade policy are a ‘material risk’ to the global outlook. We 

expect the RBA to hike the cash rate by 25bp within the next 12 months. 
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Scandi markets 

Swedish housing data from Valueguard is due today. We expect that flat prices in 

Stockholm rose in August (+0.6% mom), but acknowledge that market attention to this data 

has moderated somewhat. See our preview here. We will also get labour market numbers, 

where unemployment should drop further.  

Fixed income markets 

Italy rallied yesterday after the comments from FM Tria that the budget deficit will be 1.6% 

in 2019 and comments from the League that private investors could get tax relief if buying 

government bonds. Especially, the belly of the curve rallied with 5Y yields down 17bp. 

Yields on 10Y PGB fell slightly after the ‘positive outlook’ upgrade by S&P Friday night. 

The busy supply week continues today as the German Finanzagentur will sell EUR4bn in 

the Sep-2020 Schatz. The negative net cash flow in EGBs is above EUR21bn this week 

and given the positive BTP news Bunds are expected to continue trading heavy and the 

Bund spread could trade below 50bp for the first time since mid-June. See more in 

Government Bonds Weekly, 14 September 2018.  

In Norway, all eyes are at the Norges Bank meeting on Thursday. Yesterday, we published 

Reading the Markets Norway.  We look for a steeper rate path from Norges Bank and 

continue to see value in positioning for higher rates in especially the front end of the curve.  

FX markets 

The Riksbank Minutes prompted a sharp SEK rally, while EUR/SEK more than erased 

gains following the weak inflation data. We read the Minutes as slightly hawkish as they 

bolstered our call for a December hike, the key reason for our bearish view on EUR/SEK. 

We target EUR/SEK at 10.30 in 3M. There is a catch though and that is the complicated 

parliamentary situation, which could weigh on the SEK in the meantime.  

Yesterday, the NOK found support from SEK strength and market participants positioning 

themselves for a hawkish Norges Bank message on Thursday. We remain short EUR/NOK. 

EUR/DKK moved above the central rate of 7.46038 again yesterday. In FX Strategy - 

EUR/DKK above the central rate, but only for a brief period, 17 September, we argue that 

it will only be for a brief period and we look for the pair to fall back to 7.4525 in 3M.  

Even with US 10Y yields above the 3% mark and the risk of trade war escalation, USD 

strength failed to materialise yesterday as EUR core yields also rose and Italy-led EUR 

risks continue to abate. In yesterday’s FX Forecast Update - Northern lights are on, we 

upped our near-term EUR/USD profile a little as we see less potential for Italy to weigh in 

H2 and now see EUR/USD at 1.15 in 1M, 1.15 (previously 1.13) in 3M, 1.18 (unchanged) 

in 6M, and 1.25 (unchanged) in 12M. 

Key figures and events 

 

Source: Bloomberg, Danske Bank 

 

Tuesday, September 18, 2018 Period Danske Bank Consensus Previous

9:30 SEK Unemployment (n.s.a.|s.a.) % Aug 5.6%|6.2% 5.8%|… 6.0%|6.4%

14:00 HUF Central Bank of Hungary rate decision % 0.90% 0.90% 0.90%

16:00 USD NAHB Housing Market Index Index Sep 66.0 67.0

22:00 USD TICS international capital flow, Net inflow USD bn Jul 114.5

https://research.danskebank.com/research/#/Research/article/630b2557-876a-49e6-bf0a-02d6ac84c528/EN
https://research.danskebank.com/abo/GovernmentBondsWeeklyw38140918/$file/GovernmentBondsWeekly_w38_140918.pdf
https://research.danskebank.com/abo/RtMNorway170918edited/$file/RtM_Norway_170918%20edited.pdf
https://research.danskebank.com/abo/FXStrategyEURDKK170918/$file/FX%20Strategy_EURDKK_170918.pdf
https://research.danskebank.com/abo/FXStrategyEURDKK170918/$file/FX%20Strategy_EURDKK_170918.pdf
https://research.danskebank.com/research/#/Research/articlepreview/528394e9-f793-4d2f-9d4f-97a4b54ffc8a/EN


 

3 |     18 September 2018 https://research.danskebank.com 
 

 

Danske Daily  

 
Disclosure 
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. 



 

4 |     18 September 2018 https://research.danskebank.com 
 

 

Danske Daily  

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: 18 September 2018, 06:53 CEST 

Report first disseminated: 18 September 2018, 07:30 CEST 

 


