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US politicians agree on USD2,000bn emergency package

Market movers today

e Focus continues to be on the virus numbers, where we may see a peak in new cases
in Italy and hence a slowdown in contagion. Markets may be eyeing a peak in the
bad news soon if we see confirmation of improvement in Italy and gradually in the rest
of Europe. This would be expected in the US as well with a lag of maybe a week. We
will publish a research paper on this issue later today.

e On the data front we will get US durable goods orders for February. It is the month
when COVID-19 spread a lot in China and caused more uncertainty, so we might see
an impact. However, the markets will probably disregard it as it is from before the
significant spread outside China took hold.

e We also get the final German IFO business survey for March. We got a preliminary
reading last week, which showed a big decline. The revised number could very well
show a further drop.

Selected market news

Yesterday, US stocks had a very good day. The S&P 500 index rose the most since October
2008 and the Dow Jones index rose more than 11%, the biggest one-day increase since
1933. The improved risk sentiment is likely driven by a combination of early signs of
improvement in Italy when looking at the number of new cases and expectations that the
US would soon approve a third and big emergency spending package. Speaking of which,
the White House, the Senate Democrats and Republicans agreed to an emergency
package of USD2,000bn overnight. Details have not been released yet but it is set to
include aid to employees, companies and state and local governments. The Senate may vote
on this already later today. House Speaker Nancy Pelosi has been part of the negotiations
and the House is expected to sign off as well. That soon, it is too soon to say that this is
really the bottom in risk. US futures are trading slightly down this morning.

PMIs for Japan, Europe and the US declined significantly in March indicating a sharp
GDP contraction, even worse than during the financial crisis. This is not a surprise
given the measures implemented by the governments. We are in the middle of a deep
recession, the question is just whether we are going to see a rebound in the second half of
the year or not. This is still our expectation but uncertainty is high given the current
circumstances. You can read about our euro area macro and US macro outlook in the two
following pages: Flash Comment Euro Area: Europe’s economy in free fall and Macro US:
Sharp GDP contraction but we still expect a rebound in H2, 23 March.

We have updated our overview of the fiscal, monetary, liquidity, regulatory and credit
measures that have been taken in the Nordic countries to fight the COVID-19 crisis.
This time we take a closer look at regulatory changes. For more details see Nordic
Research: Update no 2: Policy measures in the Nordic countries, 23 March. Yesterday, we
also published an overview of recent Fed actions, see Fed Monitor: Overview of policy
actions, 23 March.

Important disclosures and certifications are contained from page 4 of this report.
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Scandi markets

The Riksbank conducts its first round of covered bonds today. It will buy bonds
maturing 2024 from all issuers of mortgage bonds with a total amount of SEK10bn.

We have updated our overview of the fiscal, monetary, liquidity, regulatory and credit
measures that have been taken in the Nordic countries to fight the COVID-19 crisis.
This time we take a closer look at regulatory changes. For more details see Nordic
Research: Update no 2: Policy measures in the Nordic countries, 23 March.

Fixed income markets

The positive risk sentiment in markets led to higher rates across the board, led by the
long end. 10s30s eur swap steepened by 4bp and has remained in positive territory since
late last week. The liquidity is still scarce with wide bid/ask spreads in what looks like
investors preferring to stay side-lined after the violent moves last week.

After the Eurogroup meeting last night where they discussed using an ECCL via ESM as a
backstop (up to 2% of GDP), the discussions for potential OMT activation are set to
increase. However, we are concerned about the stigma attached to activating OMT, should
it be needed. Furthermore, in our view the PEPP is significantly more powerful (and
relevant to the current environment) than a 2% of GDP ECCL.

The ECB’s weekly financial statement on Friday showed that the ECB had not activated
the PEPP yet, but the PSPP had frontloaded much of the 120bn additional envelope as it
saw purchases of 14.1bn, which was only excessed at the time when the ECB bought
EUR80bn/month. We have not received final confirmation when the PEPP programme
starts, but Villeroy said yesterday that he expected the CP programme to start this week
and a Bloomberg story suggested already today. This may not necessarily mean that the
EGB part of the PEPP programme starts today, but as the CP and the Greek bonds are the
only assets included in the PEPP, which is not in the PSPP, today may be the official launch.

While liquidity is still being pumped into the system (79bn yesterday at LTRO funds at -
50bp), the FRA OIS is still elevated, which points to some stress in the market.

Today’s supply comes from Norway and Sweden. Norway will sell NOK 2bn in NGB 3.0%
03/24. We recommend cautiously to buy the NST 476 either asset swapped or versus
Germany at the auction, see FI Strategy, 24 March. In Sweden the supply comes in the
form of SGB May 2031 (SEK5bn).

FX markets

EUR/USD appears generally supported by risk sentiment as optimism is spreading with
regard to coronavirus and the effectiveness of both monetary and fiscal measures being
taken. However, we note other currencies may very well be more exposed to such optimism
than spot EUR/USD. Notably yesterday, when volatility came down, spreads narrowed and
the most beaten of all equity markets outperformed and/or did quite well, EUR was still
unable to hold on to its gains. This suggests that upside in EUR/USD is still quite some
time away, even if markets improve, and we continue to target 1.05 on 1M and 1.07 on
12M horizon.

Yesterday should have been a stellar day for the SEK given the significant stock market
rally and risk on. It was not. After much hesitation EUR/SEK did dip below the 11.00 mark,
but then bounced back, seemingly not yet ready to establish a new lower range. That could
well happen though, if the good risk momentum does not evaporate. That is a big IF though.
Implied SEK vols have come down, while liquidity is still far from normal. Investors may
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be putting poor data (in Sweden reports of layoffs and bankruptcies) aside for now, but they
are not bolstering the SEK outlook. Tomorrow offers a batch of SE confidence data - will
probably look quite bad.

Key figures and events

WE‘.dFIE‘.Ed-EI‘gI‘, March EE, 2020 Danskea Bank Coneensus Previous
B:OD MNOK  Linemployment [LFS] el Jan 39%
530 SEK PPl my/myy Feb -1.0%|-0.4%
10:00 DEM  IFD-business climate. final Index Mar 877
1000 DEM  IFO-current assessment. final Index Mar 958
10:00 DEM  IFD- expectations. final Index Mar 820
10:30 GBP  PPl-input my/myy Feb -1.9%|-0.8% 0.9%|2.1%
10:30 GBP CPI my myy Feb 0.3%|1.6% -0.53%:(1.8%
10:30 GBP CPlcore vy Feb 1.5% 16%
1330 USD Core capital goods orders. preliminary e Feb -04% 1.1%
1300 USD FHFA house price index m,'m Jan 063
1530 USD  DOE LLS. crude oil inventories K 1954

Source: Bloomberg, Danske Bank

3| 25March 2020 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.
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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
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in the research report.
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Risk warning
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of relevant assumptions, are stated throughout the text.

Expected updates
Each working day.
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See the front page of this research report for the date of first publication.

General disclaimer

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should
not be considered investment, legal or tax advice. 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’).]

This research report has been prepared independently and solely on the basis of publicly available information that
Danske Bank A/S considers to be reliable but Danske Bank A/S has not independently verified the contents hereof.
While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or
warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy,
completeness or reasonableness of the information, opinions and projections contained in this research report and
Danske Bank A/S, 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 and reflect their opinion as of the date
hereof. These opinions are subject to change and Danske Bank A/S 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 in this research
report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom
(see separate disclaimer below) and retail customers in the European Economic Area as defined by Directive
2014/65/EU.
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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 A/S’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/S, 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 A/S 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 A/S who have prepared this research report
are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry
Regulatory Authority 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.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in
matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of
the Order; or (111) persons who are an elective professional client or a per se professional client under Chapter 3 of
the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’). In
the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely
on this document or any of its contents.

Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic
Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article 2(e) of the Prospectus Regulation
(Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be
deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to
have represented and agreed that it has not received this document on behalf of persons in the EEA other than
Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth
and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified
Investor should not act or rely on this document or any of its contents.
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