
 

Important disclosures and certifications are contained from page 3 of this report. www.danskeresearch.com 
 

 
 

 

Investment Research — General Market Conditions   

    
Market movers today 

 Today is a quiet day in terms of data releases. We look forward to getting the Philly 

Fed index in the afternoon, as it may give a further indication of whether ISM 

manufacturing fell in July, which the corresponding Empire index signalled.  

 UK retail sales are due out at 10:30 CEST but they are very volatile by nature and do 

not really say much about actual private consumption as measured in GDP. We still 

believe the Bank of England will hike at its August meeting but the likelihood has 

declined after the lower-than-expected inflation print yesterday. 

Selected market news 

There were no surprises in Fed Chair Jerome Powell’s second day of testimony in front of the 

House Financial Services Committee, where the overall message was repeated that the FOMC 

will continue hiking the interest rate gradually. Like Tuesday’s session in the Senate, questions 

yesterday were related mainly to the flattening of the yield curve and the impact on the economy 

from tariffs.  

The 2Y10Y US yield curve steepened slightly yesterday with yields on 10Y US Treasuries rising 

about 2bp to 2.885%, while the broad-based DXY dollar index was little changed and thus 

maintained this week’s gains. 

The Bank of Japan (BoJ) lowered purchases of longer-dated Japanese government bonds at its 

regular operations this morning. The BoJ cut buying in the 10-25Y segment by JPY10bn and 

also cut buying in the ultra-long end with maturities beyond 25Y by JPY10bn from JPY70bn to 

JPY60bn. It is the fourth time since May where the BoJ has cut its overall purchases. The 

reduction in the purchases was widely expected in the market and comes after substantial 

flattening pressure on the government bond yield curve and rally in USD/JPY, which broke 

above 112 last week. 

The weekly flow data from Norges Bank showed that foreign banks (proxy for speculative 

flows) last week were side-lined in NOK FX. Our expectation is that they will remain so until 

the very end of this month/beginning of August, which at that time will contribute to a lower 

EUR/NOK. In the meantime, we expect the cross to continue range trading. 

In the FX majors, EUR/GBP has reached new highs following yesterday’s disappointing 

inflation release and EUR/GBP bounced above 0.89 while GBP/USD temporarily broke below 

the key support level at 1.3050. While the lower-than-expected inflation in the UK on the margin 

reduces the probability of a rate hike August, it remains our base case that the Bank of England 

will raise the Bank Rate by 25bp on 2 August. Market pricing of an August hike declined 2bp 

to 19bp yesterday. Given the already high pricing of an August rate hike and the risk of continued 

political uncertainty in the UK related to Brexit, we prefer staying side-lined in the cross for 

now. 
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Selected readings from Danske Bank 

 FX Forecast Update  

 FX Strategy – FX ripple effects  

 Reading the Markets Norway  

 Vacation Wrap-Up: Market themes 
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Key figures and events 

 

Source: Bloomberg, Danske Bank 

 
  

Thursday, July 19, 2018 Period Danske Bank Consensus Previous

10:30 GBP Retail sales ex fuels m/m|y/y Jun 1.3%|4.4%

12:00 EUR Ireland, GDP q/q|y/y 1st quarter 3.2%|8.4%

14:30 USD Initial jobless claims 1000

14:30 USD Philly Fed index Index Jul 20.5 19.9
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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. 
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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 
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Danske Bank on request. 
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Conflicts of interest 
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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 
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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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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 
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