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Vacation Wrap-Up

Fed moves closer to tapering decision

Main macro themes

Number of new Covid-19 cases has increased in many countries amid the delta
variant spreading. Importantly, the vaccines appear to be effective, as for example in
the US, authorities have reported that virtually all new hospitalizations and deaths are
among the unvaccinated people. With most of the elderly and risk groups fully
vaccinated already, new strict lockdowns in western economies appear unlikely.
Vaccine inequality remains high, though, with coverage being much weaker in most
emerging economies. Read more in our latest Covid-19 Update, 29 July.

ECB introduced a new strategy framework, with a symmetric 2% inflation target.
ECB will aim for inflation to fluctuate around the 2% target, but the implementation
will be more flexible compared to Fed’s Average Inflation Targeting (AIT), which
requires inflation to overshoot the target after a period of below 2% inflation. ECB’s
first meeting since the new strategy took effect was mostly about aligning the
language to the review outcome. The main new element worth highlighting is a more
dovish forward guidance stating that inflation has to reach 'two per cent well ahead of
the end of the projection horizon and durably for the rest of the projection horizon'
which compares 'to the end of the forecast horizon' previously. We see it as more of a
change in wording rather than substance, since the change is more related to the
duration of support rather than the size of monetary stimulus (see ECB Research:
Stepping up on inflation ambitions, but not on tools, 22 July).

The Fed continued to move closer to making monetary policy less accommodative,
see Fed Research: Review — Another step towards less accommodative monetary
policy, 28 July. The Fed now says that "the economy has made progress towards" the
goals and that the Fed "will continue to assess progress in coming meetings". The Fed
repeats, though, that high inflation is "largely reflecting transitory factors" and
highlights that labour market developments continue to be key for the timing of the
tapering of asset purchases. We continue to expect that the Fed will turn more and more
hawkish in coming months so that actual tapering will start in Q4 and the Fed will signal
this at the September meeting when we have had two more employment reports.

Market developments

Risk sentiment has been volatile in July. Equity markets rebounded after a big sell-
off last week, helped by strong Q2 earnings reports and a patient Fed. Chinese stocks
plunged after the government stepped-up its crackdown on big tech and the private
education sector, but sentiment stabilized after China took steps to calm investor fears.
US bond yields were little changed after the Fed meeting with 10Y Treasury yields still
below 1.30%, while 10Y Bund yields eased further to -0.46%.

USD continued to weaken on a broad basis with EUR/USD climbing above 1.18 and
USD/JPY falling below 110. Scandies gained ground vis-a-vis EUR, with EUR/SEK
falling to 10.18 and EUR/NOK to 10.40. Recently, we published our new FX Forecasts,
where we still expect renewed USD strength and weaker scandies, read more in FX
FFN1 COMB ComdtyForecast Update — holiday edition: More Scandi-weakness in
store for H2, 15 July.

Important disclosures and certifications are contained from page 6 of this report.
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Market themes in pictures
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Bond yields have declined in July
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Volatility is declining again
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Oil price rally stabilized
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Note: Past performance is not a reliable indicator
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Global Inflation Watch - Lift from
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High Frequency Activity Tracker

Euro area
Bundesbank weekly activity index*
Germany, turnover textiles retail trade, weekly, % y/y
German truck toll mileage (1w m.a.), % y/y

OpenTable restaurant bookings, Germany (1w m.a.J**

NY Fed weekly economic index*

Transaction card spending, (1w m.a.], % y/y

OpenTable restaurant bookings (1w m.a.)**

Lastobs

Week 30

Week 30
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28-jul
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Google mobility trends retail & recreation (1w m.a.)**
Germany
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Japan

United Statss

Electricity demand (1w m.a.)***
Germany

France
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UK

Japan

United States

26-jul

29-ul

14-jun

28-jul

Value
1,09
-2,0%
3,9%
0,5%

1,3%
-1,1%
2,4%
-10,3%
-11,0%
-6,1%
-3,4%

-1,3%
-2,6%
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1,1%
0,4%
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Low

-0,26 -6,0

-16p.p. -80%
-3.4p.p. -16,2%

0.3p.p. -1%

9.3p.p. -67,3%
59p.p. -88,0%
7.4p.p. -88,9%
3p.p. -91,7%
3.7pp. -77.6%
5.6p.p. -37.9%
0.7 p.p. -46,1%
-1pp. -16,7%
1.6p.p. -22,0%
-3.8pp. " 200%
5.1p.p. -23,6%
Op.p. -22,2%
2p.p. -7,3%
1pp. -125%

*NOWecast, Actual index value, **Relative to same day/weekin 2018, *** Relative to same day/weekin 15-19 avg.

Source: Google mobility data, ENTSO-E, EIA, Open Table, Statistisches Bundesamt, TextilWirtschaft, Bundesbank, NY Fed, Macrobond Financial, Danske Bank
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Calendar - key data and events in week 30

Key Data and Events in Week 30
During the week

Period

Period

Danske Bank
Danske Bank

Monday, July 26, 2021
2:30 JPY
2:30 Jpy

10:00 DEM
10:00 DEM
10:00 DEM
16:00 UsD

Nikkei Manufacturing PMI, preliminary
Markit PMI services, preliminary

IFO - business climate

IFO-current assessment

IFO - expectations

New home sales

Index
Index
Index
Index
Index
1000 (m/m

Danske Bank

Tuesday, July 27, 2021

330 CNY  Industrial profits

8:00 DKK  Retail sales

9:30 SEK  Householdlending

9:30 SEK  Trade balance

10:00 EUR  Money supply (M3)

10:00 EUR Loans to households (adj.for sales and sec.)

10:00 EUR Loans to NFCs (adj.for sales and sec.)

14:00 HUF  Central Bank of Hungary rate decision

14:30 USD Core capital goods orders, preliminary

15:00 USD FHFA house price index

16:00 USD  Conference Board consumer confidence
\Wednesday, July 28, 2021

3:30 AUD CPI

7:00 JPY  Leading economicindex, final

8:00 NOK  Retail sales, s.a.

8:00 DEM GfKconsumer confidence

8:45 FRF  Consumer confidence

9:30 SEK  Retail sales s.a.

14:30 CAD CPI

14:30 USD Advance goods trade balance

16:30 USD DOEU.S.crude oilinventories

20:00 UsSD FOMC meeting

20:30 USD Fed chair Powell [voter, neutral) speaks

v/y
m/mly/y
v/y
SEK bn
v/y
%

%

%

%
m/m

Index

a/aly/y
Index
m/m
Net. Bal.
Index
m/mly/y
m/mly/y
usDbn
K
%

Jul

Period

2nd quarter
May
Jun
Aug
Jul

Danske Bank

Consensus Previous
Consensus Previous
524
48.0
102.0 1018
101.8 99.6
1036 104.0
800 769.0 (-5.9%
Consensus Previous
36.4%
0.9%|6.4%
6.0%
51
82% 8.4%
8.2% 8.4%
82% 8.4%
1.1% 0.9%
0.5% 0.1%
1.8%
124.0 127.3
Consensus Previous

0.7%\3.7% 0.6%|1.1%

1026
5.8%
1 -03
102.0 102.0
2.3%|10.3%

.|3.6%

-88.0 -88.1
2107

0.3% 0.3%

Thursday, JU]y 29, 2021 Period Danske Bank Consensus Previous
9:00 ESP  HICP, preliminary m/mly/y Jul -1.2%|2.9% 0.5%|2.5%
9:00 SEK  Consumer confidence Index Jul 1094
9:00 SEK  Economic Tendency Survey Index Jul 119.8
9:00 SEK  Manufacturing confidence Index Jul 125.2
9:55 DEM  Unemployment % Jul 58% 5.9%
11:00 EUR Industrial confidence Net bal. Jul 130 12.7
11:00 EUR  Economic confidence Index Jul 1187 1179
11:00 EUR Consumer confidence, final Net bal. Jul -4.4
11:00 EUR Service confidence Net bal. Jul 19.0 179
14:00 DEM  HICP, preliminary m/mly/y Jul 0.4%|2.9% 0.4%|2.1%
14:30 USD GDP,___release, preliminary q/q AR 2nd quarter 0.083 0.064
14:30 USD Initial jobless claims 1000 419
14:30 USD PCEcore, preliminary a/qAR 2nd quarter 0.06 0.025
16:00 USD  Pending home sales m/mly/y Jun 1.0%]... 8.0%|13.9%

Note: The editors do not guarantee the accuracy of figures, hours or dates stated above

For further information call +45 4512 8522
Source: Various sources, Danske Bank
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Calendar - key data and events in week 30

Vi 30, 2021 Period Danske Bank Consensus Previous

EUR Moody's may publish Germany's debt rating
- EUR  Fitch may publish Ireland's debt rating
1:30 JPY  Unemployment rate % Jun 3.0% 3.0%

1:30 JPY  Job-to-applicant ratio Jun 1.1 1.09
1:50 JPY  Retail trade m/mly/y Jun 2.9%10.2% -0.3%|8.3%
1:50 JPY  Industrial production, preliminary m/mly/y Jun 5.0%|20.9% -6.5%|21.1%
7:30 FRF  Household consumption m/mly/y Jun 0.1%|-3.1% 10.4%|7.4%
7:30 FRF  GDP, preliminary a/aly/y 2nd quarter 0.8%|17.4% -0.1%|1.2%
8:00 DKK  Gross unemployment s.a. K (%) Jun 0.04
8:45 FRF  HICP, preliminary m/mly/y Jul -0.1%|1.4% 0.2%|1.9%
9:00 ESP  GDP, preliminary a/aly/y 2nd quarter 2.3%|19.0% -0.4%|-4.2%
9:00 CHF  KOF leadingindicator Index Jul 129.0 1334
9:30 SEK  Wages (blue collars/white collars) v/y May 2.9%
10:00 NOK  Norges Bank's daily FX purchases m Aug -1700
10:00 NOK  Unemployment % Jul 2.9%
10:00 DEM  GDP, preliminary a/aly/y 2nd quarter 2.1%|9.6% -1.8%]|-3.1%
10:00 ITL  GDP, preliminary a/qly/y 2nd quarter 1.4%|15.6% 0.1%]-0.8%
10:30 EUR  Portugal, GDP, preliminary a/aly/y 2nd quarter 3.8%]|... -3.3%|-5.4%
11:00 ITL HICP, preliminary m/mly/y Jul -1.1%|1.0% 0.2%|1.3%
11:00 EUR Unemployment % Jun 7.9% 7.9%
11:00 EUR HICPinflation, preliminary m/mly/y Jul -0.3%|... 0.3%]...
11:00 EUR HICP-coreinflation, preliminary v/y Jul 0.7% 0.9%
11:00 EUR HICPinflation, preliminary v/y Jul 2.0% 1.9%
11:00 EUR GDP, preliminary a/aly/y 2nd quarter 1.5%|13.2% -0.3%|-1.3%
14:30 USD Personal spending m/m Jun 0.6% 0.0%
14:30 USD PCEheadline m/mly/y Jun 0.7%|4.1% 0.4%|3.9%
14:30 CAD GDP m/mly/y May -0.3%|20.0%
14:30 UsSD PCEcore m/mly/y Jun 0.7%|3.7% 0.5%|3.4%
14:30 USD Employment costindex m/m 2nd quarter 0.9% 0.9%
15:45 USD Chicago PMI Index Jul 63.7 66.1
16:00 USD University of Michigan Confidence, final Index Jul 80.8 80.8

Note: The editors do not guarantee the accuracy of figures, hours or dates stated above
For further information call +45 4512 8522
Source: Various sources, Danske Bank
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Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The author of this research report is
Aila Mihr, Senior Analyst.

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

Authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Deemed authorised by the
Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation
by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows EEA-based
firms to operate in the UK for a limited period while seeking full authorisation, are available on the Financial
Conduct Authority’s website.

Danske Bank’s research reports are prepared in accordance with the recommendations of the Danish Securities
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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
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
Ad hoc.

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 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’); (11) high net worth entities falling within article 49(2)(a) to (d) of
the Order; or (I11) 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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