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Investment Research — General Market Conditions   

    
Market movers today 

 Markets will continue to digest the FOMC meeting yesterday, see our take here in FOMC 

review: Unchanged hiking signals as QT is set to begin next month , 20 September 2017. 

 In the Scandi markets, today’s key event is the Norges Bank meeting, where we share the 

consensus view that Norges Bank will not touch interest rates. The minutes from the 

Riksbank’s September meeting are also due out (see page 2). 

 In the euro area, consumer confidence data for September is due out. Wage growth has 

started to pick up in Q2, but as inflation has also increased since 2016, real wage growth 

remains low and could act as a drag on consumer confidence. We expect a small decrease 

in confidence to -1.6 in September. 

 In the US, the Fed Philly index for September is due to be released, which we expect to fall 

somewhat given the extremely large gap between ISM manufacturing and Markit PMI 

manufacturing. The numbers may be somewhat affected by the recent hurricanes although 

it  remains our base case that any impact should be short -lived.  

 ECB president Mario Draghi is also due to speak in Frankfurt this afternoon.  

Selected market news 

The FO MC statement yesterday came out on the hawkish side compared to market pricing 

with the Fed still projecting another hike this year and three more hikes next year.  It  compared 

with a market that was pricing in less than two hikes by the end of 2018 ahead of the meeting. 

The message from the Fed pushed bond yields up and sent EUR/USD below 1.19. Equity 

markets initially sold off but recouped the losses and finished broadly flat. Asian markets are 

mostly higher but the S&P future is treading water in overnight trading. The Fed’s projection is 

broadly in line with our own expectations as we see a continually tightening labour market as 

keeping the Fed on the path of very gradual rate hikes.  

Focus may now turn to the ECB with a long list  of speeches in coming days from ECB 

members, see Bloomberg. The markets will be looking for clues on what to expect at the 

important 26 October meeting, when the ECB has stated it  will give more clear signals on its 

exit strategy.  

Otherwise, the next thing up is the German election on Sunday, although German Chancellor 

Angela Merkel is widely expected to win. While she has lost some ground recently, the polls 

still point very much to another term for her. 

The Bank of Japan kept monetary policy unchanged this morning but a dovish new member 

dissented the decision. However, this was widely expected. The JPY did not move on the 

announcement. 
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Scandi markets 

In Scandi, the Norges Bank meeting concludes today. We expect it  to stick to the ‘low for a long 

time’ communication with an unchanged policy rate and rate path (neutral bias). See more in 

Reading the Markets Norway, 18 September 2017. In Sweden, the minutes from the September 

Riksbank meeting will be released at 9:30 CET. The staff projections showed an upward revision 

of the inflation projection while the board decided to keep its rate forecast intact (i.e. rates on 

hold until Q3 18). It  was mentioned that part of the recent rise in inflation is likely to be 

temporary and that the Riksbank cannot deviate much from other central bank s and thereby risk 

a deflationary rapid SEK appreciation. 

Fixed income markets 

The Fed will be the first  major central bank to rewind the QE programme (i.e. Quantitative 

T ightening) as it  was announced last night that QT will be initiated in October and that it  will 

be conducted as stated in June. However, the statement did not include any mentioning of the 

desired level of balance sheet that would warrant an ‘end of QT’. The Fed has stated previously 

that it  seeks to decrease the size of the balance sheet ‘to a level appreciably below that seen in 

recent years but larger than before the financial crisis’. For more details on how QT will be 

conducted see Fed's quantitative tightening details: Impact on the balance sheet and 

reinvestments, 19 June 2017.  

The FOMC kept policy rates unchanged and the updated ‘dots’ continue to signal another hike 

in 2017 and an additional three hikes in 2018. The market interpreted the combination of QT 

and continued signalling of an additional hike in 2017 as hawkish, with the 5Y Treasury yield 

jumping 7bp, bear flattening of the USD swap curve and a December hike now 60% priced in.  

The Fed announcement also had spill over to EUR rates as the Bund future hit  September lows, 

a move that could continue this morning as liquidity resumes. The main event in the EUR market 

today will be Draghi speaking. Note also that he will also be speaking again tomorrow and 

Monday and that the list  of ECB speakers is heavy for the coming days.  

The Spanish Tesoro is coming to the market today with taps in the Jan-21s, Oct-26s, Oct-28s 

and Oct-44s. We expect to see good demand in the 21s as they are trading special in the repo 

and due to the small issue size. Furthermore, the Spanish 10/30 curve remains fairly steep, which 

should attract decent bids in the 44s. In France, the Trésor will also be in the market today with 

taps in the Feb-20s, Mar-23s and Nov-24s OAT as well as the Mar-21s, Mar-28s and Jul-30s 

linkers. 

FX markets 

EUR/USD fell below 1.19 on the FOMC meeting yesterday. I t  serves to show that while  

EUR/USD has been buoyed by strong EUR momentum, the cross is not immune to continued 

tightening of US monetary policy. As the market is now pricing in a 60% probability of a 

December rate hike there should be limited further support to USD from tightening of US 

monetary policy. Hence, the dip in EUR/USD should prove shallow and short -lived and we look 

for it  to recover to 1.20 in the short term. The ECB’s Mario Draghi is set to speak today and he 

may provide the market with arguments for buying EUR again if he touches upon the ECB’s 

eventual exit strategy. Furthermore, we stick to our 12M forecast of 1.25. In addition, USD 

liquidity could start to tighten substantially around mid-2018 when the Federal Reserve’s 

balance sheet run-off accelerates. That could lead to a widening of EURUSD CCS and increase 

cost hedging USD assets and income.  

The USD rally sent USD/JPY higher and GBP/USD lower correspondingly, while the hawkish 

interpretation of the FOMC meeting by the market did not sp ill over to Scandi currencies and 

NOK, SEK and DKK were mostly unchanged vis-à-vis EUR. The former found some support 

by the move higher in oil prices following the weekly EIA oil inventory report, which showed 

that the negative impact on crude demand from the Storm Harvey was fading.  

http://bit.ly/2wokRX0
http://bit.ly/2jHixEx
http://bit.ly/2jHixEx
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Expectations among analysts for today’s Norges Bank meeting are running low. As Governor 

Olsen is widely expected to not only leave rates unchanged but also present a roughly unchanged 

rate path relative to the one from June, we expect the effect on the NOK to be very modest. In 

our base case, we expect EUR/NOK to rise 3-4 figures on the announcement as we suspect some 

market expectations of a moderately higher rate path in 2018. For more information , see our 

preview in Reading the Markets Norway, 18 September 2017. Overall, we still see EUR/NOK 

as a range play but still highlight that the risk of correction higher has increased amid relative 

rates’ reduced potential for sending the NOK higher in the remainder of 2017 (e.g. Norges Bank, 

Nibor fixings). In addition, we have for the past few weeks argued that the balance of risk for 

the oil price is somewhat on the downside from current levels. 

Key figures and events 

 

Source: Bloomberg, Danske Bank 

  

Thursday, September 21, 2017 Period Danske Bank Consensus Previous

- SEK Riksbank publishes minutes from September meeting

- JPY BoJ policy rate % -0.1% -0.1%

- JPY BoJ monetary policy announcement

0:45 NZD GDP q/q|y/y 2nd quarter 0.8%|2.5% 0.5%|2.5%

9:00 DKK Employment (monthly) 1.000|m/m Jul 2.697|0.1

9:00 DKK Retail sales m/m|y/y Aug -0.1%|-0.4%

9:00 DKK Consumer confidence Net. bal. Sep 8.0 7.6

10:00 EUR ECB Publishes Economic Bulletin

10:00 NOK Norges Banks monetary policy meeting % 0.5% 0.5% 0.5%

11:30 EUR ECB's Praet speaks in Frankfurt

14:30 USD Philly Fed index Index Sep 17.0 18.9

14:30 USD Initial jobless claims 1000

15:00 USD FHFA house price index m/m Jul 0.1%

15:30 EUR ECB's Draghi speaks in Frankfurt

16:00 EUR Consumer confidence, preliminary Net bal. Sep -1.6 -1.6 -1.5

http://bit.ly/2yj5MmT
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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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