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Investment Research — General Market Conditions   

  

Summary of today’s developments 

 Bank of England Governor Mark Carney delivered a very dovish speech today, stating 

that the ‘economic outlook has deteriorated’ due to Brexit uncertainties and that he 

personally thinks ‘some monetary policy easing will likely be required over the summer’. 

Carney said that he viewed the two meetings in July and August as a ‘package’ and that BoE 

will publish the first full projections after Brexit in the next Inflation Report due in August. 

We believe the BoE will eventually cut the bank rate to 0.00% from 0.50% and to 

expand the Asset Purchase Facility (APF) by GBP150-200bn.  

 Nomination for the UK Conservative party leadership closed today. Surprisingly, the 

favourite Boris Johnson is not in the race while Justice Secretary Michael Gove is. It 

was expected that the two would launch a common bid. Home Secretary Theresa May 

announced her candidacy today as well. We are now down to five candidates: Theresa 

May, Michael Gove, Stephen Crabb, Liam Fox and Andrea Leadsom. After Boris Johnson 

is out of the race, Theresa May is the clear favourite to succeed David Cameron as UK 

Prime Minister with Michael Gove and Stephen Crabb as outsiders. At her press 

conference Theresa May said ‘Brexit means Brexit’ as the referendum result was clear with 

high turnout. She ruled out a second referendum and early general election before 2020. She 

also said that Article 50 will not be triggered before year-end due to negotiation preparations. 

For more see The Guardian. For more on Michael Gove’s bid see Independent. Most 

interestingly, Gove said he will not be hurried to trigger Article 50. 

 Now Conservative MPs are to reduce the number of candidates down to just two before 

the party members are to vote. As we have a ballot with five candidates, the Conservative 

MPs will vote every Tuesdays and Thursdays until only two candidates are left. Thus we 

should know the two candidates on Thursday 12 July at the latest. That said, it is not unusual 

for other candidates to drop out voluntarily early on if they know it is ‘game over’. 

Conservative party members will then vote and the result will be announced on 9 September.  

 The leadership crisis in Labour is still ongoing. Angela Eagle has delayed her bid for the 

Labour leadership to give Corbyn time to step down himself, see BBC.  

 The ECB is said to be considering loosening the rules about QE purchases to ensure 

enough bonds can be bought in the aftermath of the UK's vote to leave the EU. Euro 

area officials familiar with discussions said some ECB members would prefer to buy bonds 

in line with outstanding debt instead of following the capital key, although the Bundesbank 

would probably be concerned about this. 

 In terms of responses from EU politicians, it has been quiet today. A survey showed 

that 62% of Germans say the EU should hand some powers back to member states, see 

Die Welt (in German). 

 See overleaf for comments on financial markets and Brexit time table. See financial 

markets table and charts from page 3 and onwards. 
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Market developments 

 Risk sentiment improving across asset classes again today with equities moving higher. 

FTSE 100 ended the session up by 2.3% and Euro Stoxx increased 1.2% fuelled by a dovish 

BoE message. 

 The German 30Y (BUXL) future sold off 5 big figures around the European close on 

the back of this BBG story. It states that ‘Some Governing Council members favour 

changing allocation of bonds purchases away from size of nation’s economy toward one 

more in line with outstanding debt’. Will Germany really allow 25% of PSPP purchases in 

BTPS? For cross sovereign market implications of altered QE weights see our tweet. 

 After an initially quite day in FX markets, volatility spiked on the back of Mark 

Carney’s soft comments, which drove the 2Y GBP swap rate more than 7bp lower. 10Y 

gilts rate has fallen 10bp to 0.87%. 

 The GBP weakened heavily with EUR/GBP initially spiking to the highest level since 2014 

(to above 0.8380) before settling c. 40 pips lower. We still maintain the view that risks are 

skewed towards an even weaker GBP over the coming months and we forecast EUR/GBP 

at 0.86 in 1M (see FX Forecast Update – The GBP sell-off has just started, 28 June). 

 In the Scandies both SEK and NOK are little changed on the day. EUR/DKK has edged 

slightly higher over the last days but still trades close to 7.4400. 

 

Brexit – time table autumn 

 

Source: EU, ECB, BoE, EU Treaty, Bloomberg 

 

  

http://bloom.bg/298YkyV
https://twitter.com/Danske_Research/status/748582840456052736
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Financial market developments 

Financial market developments 

 

Source: Bloomberg, Danske Bank Markets 

 

 

Asset Last value Unit

Equities EuroStoxx50 2865 Index 1.1 % -6 -6 -12
DAX 9680 Index 0.7 % -6 -6 -10
FTSE100 6504 Index 2.3 % 3 3 4
FTSE250 16271 Index 1.7 % -6 -6 -7
S&P500 2086 Index 0.7 % -1 -1 2

             - Financials EuroStoxx Banks 83 Index 0.3 % -19 -19 -35
Barclays PLC 139 Index 0.5 % -26 -26 -37
Deutsche Bank 12 Index -2.6 % -21 -21 -45
Unicredit SpA 2 Index 2.3 % -28 -28 -62

Fixed Income

US 10Y 1.47 % -5 bp -28 -28 -80
Germany 10Y -0.13 % 0 bp -22 -22 -76
Japan 10Y -0.22 % 1 bp -8 -8 -48
UK 10Y 0.87 % -8 bp -51 -51 -109

Credit and liquidity

             - CDS ITRAXX 5Y 85 bp -1 bp 9 9 8
ITRAXX 5Y Finance 111 bp -5 bp 17 17 35

             - CCS 1Y EUR/USD CCS -41 bp -1 bp -6 -6 -16
             - Money Markets EUR FRA/OIS 7 bp 0 bp -1 -1 -3

USD FRA/OIS 27 bp 0 bp 3 3 4
GBP FRA/OIS 11 bp 2 bp 3 3 9

FX

EUR/GBP 0.835 Spot 1.3 % 9 9 13
EUR/USD 1.105 Spot -0.4 % -3 -3 2
EUR/SEK 9.40 Spot -0.1 % 1 1 2
EUR/NOK 9.28 Spot -0.5 % 0 0 -4
EUR/DKK 7.4390 Spot 9 pips -31 -31 -240
EUR/DKK 12M 7.4323 Forward 49 pips 3 3 -180

Commodities

Oil (Brent Crude) 49.7 USD -1.9 % -2 -2 33
Copper 749 USD 1.1 % 3 3 -5
Gold 1319 USD -0.4 % 4 4 24

Daily
Level Change

Post Brexit YTDWeekly
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Financial market charts 

European banks in focus 
 

ITRAX main and ITRAX senior financials 

 

 

 

Source: Bloomberg, Macrobond and Danske Bank Markets 
 

Source: Bloomberg, Macrobond and Danske Bank Markets 

 

UK and European equities 
 

Equity volatility (S&P500 and EURO STOXX option impl vol) 

 

 

 

Source: Bloomberg, Macrobond and Danske Bank Markets 
 

Source: Bloomberg, Macrobond and Danske Bank Markets 

 

FRA-OIS in EUR and US (Credit spread) 
 

1Y EUR/USD CCS – (USD liquidity  preference and credit) 

 

 

 

Source: Bloomberg, Macrobond and Danske Bank Markets 
 

Source: Bloomberg, Macrobond and Danske Bank Markets 

 

Global fixed income markets 
 

Inflation and oil prices 

 

 

 

Source: Bloomberg, Macrobond and Danske Bank Markets 
 

Source: Bloomberg, Macrobond and Danske Bank Markets 
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GBP/USD 
 

EUR/GBP 

 

 

 

Source: Bloomberg, Macrobond and Danske Bank Markets 
 

Source: Bloomberg, Macrobond and Danske Bank Markets 

 

Central Bank pricing 
 

GBP volatility vs G10 

 

 

 

Source: Bloomberg, Macrobond and Danske Bank Markets 
 

Source: Bloomberg, Macrobond and Danske Bank Markets 
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Disclosure 
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Analyst certification 
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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 
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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 
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to other business areas within Danske Bank. 

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes 
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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 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 

None. 

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. 
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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’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 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. 

 

 


