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Investment Research — General Market Conditions   

    
Market movers today 

 The main focus today will be the ECB- and Riksbank meetings and overnight tonight these 

meetings will be followed by Bank of Japan.  

 In the case of ECB, we do not expect any announcements with regards to policy changes 

from the governing council at this meeting. However, as presented earlier today in our ECB 

preview, we have changed our call on the ECB’s hiking path. We expect ECB to come with 

its first  rate hike in December 2019, but with a 20bp size on the deposit rate hike instead of 

a 10bp hike in Q2 19. Recent data on inflation has disappointed compared to ECB 

projections, and the declining activity indicators should further lead the ECB to revise its 

GDP forecast downwards at the June meeting. Taken together, we believe the ECB is likely 

to postpone the first  hike, as its current projections seem overly optimistic given recent 

developments. See more in our ECB preview. 

 In Sweden it is time for the Riksbank's policy announcement. In our minds, now is the 

time for the Riksbank to make another shift  to the rate path by pushing hikes further out in 

the future, presumably to the first  quarter of 2019. See more in Reading the Markets Sweden. 

 Early Friday morning, the Bank of Japan (BOJ) will announce its policy decisions.  We 

expect the BoJ to keep its ‘QQE with yield curve control’ policy unchanged, which is the 

first  under the new leadership. With the arrival of two new deputy governors, we expect the 

board to have turned slightly more dovish. Considering how the economy has lost some 

momentum recently and inflation has still not really picked up, we see the probability of 

further easing as at least as likely as any tightening measures. See more in BoJ preview. 

Selected market news 

After the break of the pivotal 3% mark yesterday, the 10 year US government bond yield have 

taken a firm hold above 3% trading at 3.03% this morning. While we continue to hold the view 

that it  is too early to call for a major fixed income sell-off given the business cycle outlook and 

still dovish central banks, the break of the 3% in the 10 year US yield has created room for 

higher US yields supporting the case for further widening of the 10 year government bond yield 

spread between the US and Germany, which is currently at the widest level since the inception 

of the European Monetary Union just below 240bp.  

US equities ended the day slightly higher yesterday and the S&P500 index gained 0.18% after 

swinging between gains and losses during the US session as investors continue to consider 

global equity markets’ ability to cope with higher interest rates. Asian markets trade mixed this 

morning with Japanese equity indices in the green while Chinese markets trade lower. 

Yesterday’s NOK session was dominated by news that the opposition had voted against the 

March change of the Norges Bank’s inflation mandate from 2.5% to 2.0%. However, shortly 

after the news hit the wire, the Christian Democratic Party’s spokesperson stated that in the end 

it  is the government that decides. In other words, we should not expect a re-change of the 

inflation mandate back to 2.5%. The noise did however contribute to weakening the NOK in 

yesterday’s session.
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Selected readings from Danske Bank 

 Flash Comment - Trump holding 

fire as negotiations with China 

begin 

 Italian Election Monitor - Edging 

closer to a Five Star-PD deal? 

 ECB Preview - Not on Draghi's 

watch 

 Bank of Japan Preview: Steady as 

she goes 
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Danske Daily  

Scandi markets 

In Denmark, business confidence will be released today. 

Fixed income markets 

Today’s ECB meeting is expected to be a non-event for the market as we do not expect any 

major changes to the message from ECB. Hence, the range-trading will continue with Bunds 

staying in range between 40-80bp for the coming months and the Bund ASW-spread in a tight 

range between 40bp to 50bp. The ‘steady hand’ from ECB is also going to be supportive for the 

spread between the core-EU and the periphery even though we are at very tight levels. See more 

in our ECB preview. 

The Riksbank meeting has the potential of being much more exiting as we see a significant 

possibility for the Riksbank to postpone the first  rate hike to Q1 2019 since the inflation has not 

been as a high as the Riksbank had expected. This has been reflected in a weak SEK versus the 

EUR, but front end rates have not rallied as much as we had hoped for. Hence, we still see value 

in receiving SEK 1y1y against EUR. See Strategy: Receive SEK 1Y1Y, hedge by short position 

in EURSEK (25 April).  

FX markets 

An exciting day for EUR/SEK with the Riksbank and the ECB entering the stage.  As for 

the former we expect them to postpone the first  hike from Q3 2018 to Q1 2019. This is not fully 

priced and should thus pull rates lower and push EUR/SEK higher with our 3M 10.50 target 

being within reach (see here for more). If they make a smaller adjustment, from Q3 to Q4, the 

market impact should be limited since this is basically priced in (see here). If on the other hand 

they leave the rate path intact, it would be hawkish and that could prompt a substantial move 

lower in EUR/SEK (see here for a hedge recommendation). While the Riksbank is the big thing 

for EUR/SEK tomorrow, there is also a Draghi press conference and a considerable batch of 

important Swedish macro data in the morning (NIER in particular). Hence, it  is set up for an 

interesting and potentially choppy session. Notably, implied volatility in EUR/SEK is not 

particularly elevated (expensive) which could be taken advantage of in the option market if one 

expects a big move (see here).  

EUR/USD edged lower yesterday as US 10Y yield stayed above the 3% mark providing some 

long-awaited rate support to USD more broadly. Today’s ECB meeting is clearly key for the 

majors and while we look for Draghi to strike a dovish tone, the market is likely already 

positioned for this given the continued downside data surprises in the euro zone lately. With 

positioning likely still stretched on EUR/USD longs, risks remain on the downside for the cross 

heading into today’s meeting, but, at the same time, there is a non -negligible risk that markets 

could be disappointed that Draghi comes across less soft than hoped for. A key resistance level 

to watch is the 1-March low of 1.2155, and we would not rule out a break of this during the press 

conference; that said, it  will require a more significant change in tone than we look for to move 

through the 2017 high of 1.2092. 

Price actions in NO K was dominated by news that the opposition had voted against the March 

change of inflation mandate from 2.5% to 2.0%. EUR/NOK is now at the high end of the 9.47-

9.75 range that we have mentioned over the last weeks. Given the near -term data calendar (RB, 

ECB and BoJ) and global risk appetite, however, we prefer to stay sidelined for now in the NOK. 

EUR/DKK rose above 7.45 yesterday. With EUR/DKK FX forwards trading at relatively high 

levels supported by a relatively low net position we expect the pair to fall back towards 7.4450 

in the short-term. 

https://research.danskebank.com/link/ResearchECBpreview200418/$file/Research_ECB_preview_200418.pdf
https://research.danskebank.com/research/#/Research/article/f344ea27-37d3-4601-a31d-a413a443db3b/EN
https://research.danskebank.com/research/#/Research/article/f344ea27-37d3-4601-a31d-a413a443db3b/EN
https://research.danskebank.com/abo/RtMSwedenw1816200418/$file/RtM_Sweden_w1816_200418.pdf
https://twitter.com/stefanmellin/status/989113482418237440
https://research.danskebank.com/abo/StrategySweden250418/$file/Strategy_Sweden_250418.pdf
https://twitter.com/stefanmellin/status/989119851942858753
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Key figures and events 

 

Source: Bloomberg, Danske Bank 

 
 
 
  

Thursday, April 26, 2018 Period Danske Bank Consensus Previous

8:00 NOK Unemployment (LFS) % Feb 3.9% 4.0% 4.0%

8:00 DEM GfK consumer confidence Net. Bal. May 10.9 10.9

9:00 SEK Consumer confidence Index Apr 100.0 101.5 101.5

9:00 SEK Economic Tendency Survey Index Apr 107.5 108.4

9:00 SEK Manufacturing confidence Index Apr 114.0 113.4 114.5

9:30 SEK Riksbank, rate decision % -0.5% -0.5% -0.5%

9:30 SEK Trade balance SEK bn Mar -2.5 -3.4

9:30 SEK PPI m/m|y/y Mar -0.5%|2.8%

13:45 EUR ECB announces refi rate % 0.00% 0.00% 0.00%

13:45 EUR ECB announces deposit rate % -0.40% -0.40% -0.40%

14:30 USD Initial jobless claims 1000

14:30 USD Core capital goods orders, preliminary % Mar 1.4%

14:30 USD Advance goods trade balance USD bn Mar -74.8 -75.9

14:30 EUR ECB's Draghi speaks at press conference
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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 sensitiv ity 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, aris ing 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 d oes 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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