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Focus on German economic growth expectations

Market movers today

e In Germany, focus is on the ZEW reading for April today, ahead of the important
PMIs on Thursday. After a difficult start to the year, we already saw rays of light in the
March ZEW reading with the expectations-current conditions spread turning positive
for the first time since 2012. In April, we see scope for further upside for the
expectations component in light of better recent data not least out of China, while we
expect the current situation assessment to stabilise around the current level.

¢ Inthe UK, the jobs report for February is due out, which will likely point to solid
employment growth, after GDP growth surprised on the upside last week.

o Inthe US, markets will keep an eye on the industrial production figures for March
ahead of the first estimate of Q1 GDP growth to be released next week.

Selected market news

Equities in Asia stopped rallying below their nine-month high as markets faced sourer bank
earnings in the US on Monday. In the US, stocks slid from their six-month highs. More US
bank earnings are due out today. There have been some signs that the global economy is
likely to slow down softly, which is keeping the markets from falling sharply.

In the US, the Empire State Manufacturing survey posted a slightly stronger-than-expected
recovery in April. Chicago Fed President Charles Evans (voter in 2019) reiterated his
concerns about moderate inflation, admitting hypothetically that rates could be on hold
until autumn 2020. Markets also remain fuelled by expectations that a benign China-US
deal would be agreed pretty soon. US Treasury data showed that China increased its
holdings of US government debt for a third month in a row, reaching USD1.13tn in
February 2019. The second-biggest holder, Japan, also raised its US government debt up
to USD1.071tn.

The Brent oil price has hovered around USD71/bbl as global supply is becoming tighter on
shrinking output in Iran and Venezuela. The US is preparing to impose tougher sanctions
on those nations soon. Markets also fear that the escalating civil war in Libya is set to affect
oil production in the country.

In the US Congress, Democrats issued “friendly subpoenas” to several banks to attain
documents that could prove other countries aimed to influence US politics. This hints at
further escalation of Congressional probes into US President Donald Trump’s finances and
interaction with Russia.

Important disclosures and certifications are contained from page 2 of this report.
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Fixed income markets

After the strong fixed income sell-off on Friday, markets started the Easter week more
calmly though the sentiment remained negative. We saw some periphery widening with
10Y BTP widening 4bps to a 252bp spread versus Bunds.

Today, the Netherlands will tap in the NETHER 0.25% Jul-29 bond (EUR 1-2 bn). It will
be the last tap before the DSTA on 21 May will issue a new 20Y green bond. NETHER
0.25% Jul-29 is trading close to the tightest spread to the German curve (18bp to DBR Feb-
29) since it was introduced back in February. However, the Netherlands have already issued
37% of the EUR21bn issuance target for 2019, and with the new 20Y green bond due in
May the supply in 10 segment will be modest for the time being. Hence, also considering
the ‘hunt for carry’, we expect a strong auction today and we look for further tightening
versus Bunds.

In respect of the discussion regarding the next move from the Fed, we note that the Fed’s
Evans last night said that the Fed might need to cut rates, if inflation falls. We also note
that Chinese holdings of US treasuries rose for a second month in a row in February.

FX markets

In Scandies, EUR/SEK stays within the 10.40-50 range under low volatility in anticipation
of next week’s Riksbank decision. A rather news-thin agenda ahead of the holidays, one
might think that EUR/SEK goes to sleep in Easter week as liquidity is rather thin. However,
as we show in FX Strategy — Does EUR/SEK go to sleep in Easter week? No!, 12 April, the
historical patterns tell us that there might still be some scope for movements in the cross.
EUR/NOK traded in a narrow 9.59-9.61 range yesterday and largely mirrored movements
in the oil price. The latter traded around the level of USD71/bbl as the oil market awaits
the batch of key global macroeconomic data to be released on Wednesday and Thursday.

Majors were almost unchanged yesterday with EUR/USD trading close to 1.13 and
USD/JPY sticking to the 112 level. The market likely remembers 22 March, when the last
round of euro area flash manufacturing PMIs were published, which greatly disappointed
and caused EUR/USD to drop sharply on the day. As we note in FX Strategy — Another
PMI disappointment to send EUR/USD back down, 15 April, we look for a repeat on
Thursday when April’s flash PMIs are published.

Key figures and events

Tuesday, April 16,2019 Period Danske Bank  Consensus Previous

2:00 USD Fed's Rosengren (non-voter, hawk) speaks

10:30 GBP  Unemployment rate (3M) % Feb 4.0% 3.9%
10:30 GBP  Average weekly earnings ex bonuses (3M]) v/y Feb 3.4% 3.4%
11:00 DEM  ZEW current situation Index Apr 8.0 11.1
11:00 DEM ZEW expectations Index Apr 0.5 -3.6
15:15 USD Capacity utilization % Mar 79.2% 79.1%
15:15 USD Industrial production m/m Mar 0.3% 0.0%
15:15 USD Manufacturing production m/m Mar 0.2% -0.4%
16:00 USD NAHB Housing Market Index Index Apr 64.0 62.0
20:00 USD  Fed's Kaplan (non-voter, neutral) speaks

Source: Bloomberg, Danske Bank
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Disclosure

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 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 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, 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 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.
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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’.

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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