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Market movers today

o The main event today is the G7 meeting in Italy as well as the impact on inflation from the
continued decline in the oil prices after the OPEC meeting.

e There are only have a few data releases out of the US today, where the second round of US
GDP numbers as well as the second estimated for PCE for Q1 are due to be published this
afternoon.

o Yesterday, European government bond yields fell on the back of the move in US Treasury
yields on Wednesday after the release of the FOMC minutes. The minutes were seen to be
dovish by the market. Given the comments from the FOMC, we have changed our call for
three-four hikes to three hikes next year. There were also more signals on the reduction on
the balance sheet (QT). Read more on our view on the Federal Reserve, rate hikes and QT
in FOMC Minutes, Fed outlines QT principles and expects to hike soon, 24 May 2017.

Selected market news

The oil price continued to decline after the OPEC meeting disappointed the market. OPEC
extended the supply cuts but the market had hoped for more. Read more here: Flash Comment
International: OPEC supply cut extension disappoints the oil market, 25 May 2017.

This has dragged down energy shares in the Asian region and many of the Asian equity indices
have declined this morning and have been unable to follow the positive sentiment from the US
markets yesterday.

In the currency market, the euro is trying to break through the 1.12 versus the USD, while
USDJPY has been range-trading around the 111-112 level. The People’s Bank of China is
planning to change the yuan reference calculation by adding a ‘counter-cyclical adjustment
factor’. This should aim to limit big swings in the market.

The Fed’s James Bullard supported the statements in the FOMC minutes in comments made to
reporters in Tokyo this morning that the Fed is ‘very close’ to where it needs to be on monetary

policy.

In Europe, both Fitch and Moody’s have published positive statements on Portugal after the EU
commission recommended that Portugal should be exiting the ‘excessive deficit procedure’.
Moody’s notes this is a credit positive, while Fitch notes that this ‘underscores the strengthening
in the country's public finances following policy adjustments and an economic recovery’. This
is supportive for the PGB market even though short term, the focus will be on the possibility of
additional issuance, as the Portuguese Debt Office recently announced that it will step up the
repayment of the IMF debt.

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

Fr"iday, May 26,2017 Danske Bank Consensus Previous
G7 G7 Meeting 26-27 May

1:30 JPY  CPI- national ex. fresh food v/y Apr 04% 0.2%
1:30 JPY  CPI - national v/v Apr 0.4% 02%
4:00 USD  Fed's Bullard (non-voter, dove) speaks

14:30 USD Core capital goods orders, preliminary % Apr 05%
14:30 USD GDP, second release a/q AR 1st quarter 0.9% 0.7%
14:30 USD  PCE core, second estimate a/q AR 1st quarter 2.0%
16:00 USD  University of Michigan Confidence, final Index May 975 97.7

Source: Bloomberg, Danske Bank Markets
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Disclosures

This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske Bank’). The
author of this research report is listed 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.

The research reports of Danske Bank 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 a 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 has been prepared by Danske Bank Markets (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 in this
research report.

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/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’.
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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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