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Market movers today

o In the US, capital goods orders data for January is due out. These figures will give us a
first impression of whether investments continue to gain momentum as seen during the e LePen- Whatif?
second half of 2016.

Selected readings from Danske Bank

. Scandi Markets Ahead
o Inthe euro area, we face a week with many interesting data releases. Monday kicks off with
M3 money supply growth and private sector loan growth for January. Loans to households
increased 2.0% in December, up from 1.9% in November, while loans to non-financial Follow us on Twitter:
corporations were up 2.3% in December from 2.1% in November. We expect loan growth

to the private sector in January to remain around the December levels.
P y @Danske_Research

o Inthe UK, focus continues to be on the passing of the EU exit legislation, enabling the UK
government to trigger Article 50. The bill is currently in the House of Lords and the so-
called committee stage begins on today, where the Lords will discuss and vote on
amendments. It remains our base case that the Lords will not delay the bill and the UK
remains on track to trigger Article 50 by the end of March, perhaps at the EU summit in
Malta on 9-10 March. If the Lords agree the amendments, the bill will go back to the House
of Commons for approval and then back and forth between the two chambers until the

wording is agreed upon. Read morein Danske Bank’s recent
forecasts and publications

o In Denmark, the week kicks off with business confidence data. Manufacturing confidence

fell slightly in January after climbing strongly in December, so it will be interesting to see « Nordic Outlook
which way the wind blows in February. In Sweden, household lending data is due to be
released today. e VYield Forecast Update

e FX Forecast Update

Selected market news e Weekly Focus

As we await the budget proposal from the White House, a Reuters story reported that it will
contain lofty defence spending increases and will among other things establish ‘a more robust

presence in key international waterways and chokepoints’. The increase in defence spending is
expected to be financed partly by cuts to the US State Department, Environmental Protection
Agency and other non-defence programmes. However, as stated by Treasury Secretary Steven
Mnuchin in an interview on Sunday, the budget proposal will spare big social welfare
programmes such as Social Security and Medicare from any cuts.

President Trump’s pick for secretary of the Navy, Philip Bilden, withdrew from consideration
yesterday citing government conflict-of-interest rules. In an area where the presidency has
placed such high strategical importance, it now leaves Trump without nominees to head both
the Navy and the Army, as Vincent Viola withdrew his considerations to head the Army earlier
this month.

Following a week with new all-time highs in the major US stock indices, the Asian morning has
been off to a sluggish start with Nikkei and Hang Seng trading slightly below par at the time of
writing. With most major currencies ‘on hold’ as we await Trump’s speech on Tuesday, we have

seen the downward pressure on EURDKK ease a bit and it is now trading slightly above the
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central bank’s intervention target of 7.4330.

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



http://www.reuters.com/article/us-usa-trump-budget-idUSKBN16605M
http://danskeanalyse.danskebank.dk/abo/ResearchLePenWhatif230217/$file/Research_LePenWhatif_230217.pdf
http://danskeanalyse.danskebank.dk/abo/ScandiMarketsAhead260217/$file/ScandiMarketsAhead_260217.pdf
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
http://danskeresearch.danskebank.com/Link/NordicOutlook/$file/NordicOutlook.pdf
http://danskeresearch.danskebank.com/Link/YieldForecastUpdate/$file/YieldForecastUpdate.pdf
http://danskeresearch.danskebank.com/Link/FXForecastUpdate/$file/FXForecastUpdate.pdf
http://danskeresearch.danskebank.com/Link/WeeklyFocus/$file/WeeklyFocus.pdf
https://twitter.com/Danske_Research

Danske Daily

Scandi markets

In Denmark, the week kicks off with business confidence data. Manufacturing confidence fell
slightly in January after climbing strongly in December, so it will be interesting to see which
way the wind blows in February. In Sweden, household lending data is due to be released today.

Fixed income markets

Following a week with heavy focus on French political/redenomination risk, OATSs could see
some support in the coming days, albeit temporarily, as a larger-than-usual month-end extension
is coming up. Also, Belgium, Spain and Italy are due to get a boost from the extension. See more
in FI Research.

In the US, Donald Trump’s speech to Congress on Tuesday will be monitored closely, as he has

promised that he would announce ‘something phenomenal in terms of tax’.

This week, we also have interesting data releases: in the US, PCE core inflation for January,
which is due on Wednesday, could be important for timing the next FOMC rate hike and in the
euro area we expect HICP inflation, due to be published on Tuesday, to have risen further in
February.

In terms of EGB supply, the week kicks off the week with taps in the 22s, 26’s and 27s today,
while Germany will introduce a new Schatz on Tuesday (the CTD bond in the M7 future
contract) and tap the 10Y benchmark on Wednesday. Furthermore, we have French (26s, 36s
and 66s) and Spanish (21s, 22s and 27s) supply on Thursday.

In the Scandies, we have supply in Norway with a likely tap in the new 10Y on Wednesday
(bond announcement today at 12:00 CET) and Swedish linkers (22s and 27s) on Thursday. In
respect of the Swedish govie curve, we like the 5Y segment asset swapped. For more, see
Reading the Markets Sweden. See also Scandi Markets Ahead.

FX markets

In the majors, the market looks to be on hold before Trump’s speech on Tuesday where he might
reveal some details on his tax policies. We think announcements on taxes and fiscal policy will
most likely be bearish for EUR/USD and we see short-term potential down to around 1.035-
1.04.

GBP fell on Friday amid an article in The Times, where unidentified government sources
suggested that the UK government is preparing for Scotland to potentially call for an
independence referendum in March. A new Scottish referendum is likely, in our view, and if
announced it would increase upside potential in EUR/GBP. However, we do not think the
government will accept a referendum until after the UK has left the EU. Today, the House of
Lords begin the so-called committee stage, where the Lords will discuss and vote on
amendments to the EU exit legislation. It remains our base case that the Lords will not delay the
bill and the UK remains on track to trigger Article 50 by the end of March, perhaps already at
the EU summit in Malta on 9-10 March. However, given that the government does not have a
majority in the Upper House, there is a risk that the Lords do not agree to the amendments. This
could potentially lead to some short-term GBP support. We see EUR/GBP in the range of
0.8420-0.8650 in the coming with risks skewed to the upside.

In the Scandies, the downwards pressure on EUR/DKK eased a bit on Friday with the pair now
trading around 7.4340 and a slight distance away from the perceived central bank intervention
target of 7.4330. We do not see much upside potential for EUR/DKK on 12M. In particular, on
this side of the French election, but in general because Danmarks Nationalbank (DN) is
refraining from cutting policy rates. On Thursday, the Nationalbank is due to publish its currency
reserves data, which will show whether it has intervened in February in order to curb DKK
appreciation.
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Key figures and events

Monday, February 27,2017 Period DanskeBank  Consensus Previous
GBP House of Lords debate Article 50 bill (until Wednesday)

8:00 NOK  Wage index manufacturing a/q 4th quarter 0.9%
9:00 ESP  HICP, preliminary m/mly/y Feb 13.3% -0.2%|3.1% -1.0%|2.9%
9:00 DKK  Confidenceindicator,industry, s.a. Net balance Feb -4
9:30 SEK  Householdlending v/y Jan 7.2%
10:00 EUR  Money supply (M3] v/y Jan 5.0% 4.9% 5.0%
10:00 EUR Loans to households (adj. for sales and sec.) % Jan
10:00 EUR Loans to NFCs (adj.for sales and sec.) % Jan
11:00 EUR Service confidence Net bal. Feb 133 129
11:00 EUR Business climateindicator Net bal. Feb 0.8 0.8
11:00 EUR Industrial confidence Net bal. Feb 1.0 0.8
11:00 EUR Economic confidence Index Feb 1080 107.9
11:00 EUR Consumer confidence Net bal. Feb -6.2 -6.2
14:30 USD Core capital goods orders, preliminary % Jan 0.6% 0.7%
16:00 USD Pending home sales m/mly/y Jan 0.9%|... 1.6%|-2.0%
17:00 USD  Fed's Kaplan [voter, dovish) speaks

Source: Bloomberg, Danske Bank Markets
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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 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’.

4| 27 February 2017

Markets

www.danskeresearch.co




Markets

Danske Daily

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.




