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Investment Research — General Market Conditions   

    
Market movers today 

 In the euro area, PMIs are released. Manufacturing PMI has been on a rising trend since 

August 2016, getting close to the post-financial crisis peak of 59.0 in February 2011. In 

October, we expect manufacturing PMI to remain around the current level of 58.1, as the 

stronger euro may have started to affect new export orders adversely. After four straight 

months of decline, services PMI recovered in September to 55.8 and we believe services 

PMI will increase further in October to 56.2. Overall, the high PMIs support our expectation 

of robust growth for H2 in the euro area. 

 In the US, preliminary Markit PMIs for October are due. The service index shows that the 

service sector remains the main growth driver but we are puzzled about the large gap 

between ISM manufacturing and Markit PMI manufacturing and expect Markit PMI 

manufacturing to close the gap a lit t le by increasing this month. 

 In China, the Congress of the Communist Party ends today with the new Standing 

Committee (SC) of the Politburo being presented Wednesday morning. Early news reports 

suggest Xi Jinping is choosing a moderate path in setting the new Standing Committee.  

South China Morning Post reports that there will be members from different factions, which 

in our view will bode well for political stability in China. It  still remains unclear whether Xi 

Jinping will choose a successor.  

 

Selected market news 

The Asian equity markets move modestly higher this morning despite a modest decline in US 

equities on Monday. The US equity markets are awaiting a string of earnings results as well as 

more news regarding the process on the US tax reform. 

In the currency markets we have seen modest movements in the major crosses this morning 

while we wait for the ECB meeting on Thursday.  

The US bond market also closed with modest movements. Here, the market is also awaiting the 

announcement from US President Trump about who is going to be the next Fed president  as well 

as several members to the FOMC committee. The market is looking towards ‘Fed-proof’ trades 

such as a flatter US Treasury curve even though the curve is very flat  already. 

The Spanish government bond market has been fairly resilient to the recent escalation of the 

Catalan political crisis. Yesterday, Spanish 10Y government bond yields outperformed the core  

markets. The Catalan independent movement plans to make a ‘human shield’ in order to stop 

national authorities from taking over regional government buildings.  
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Scandi markets 

No major events or key economic data releases. 

Fixed income markets 

Trump said overnight that he is `very, very close' regarding the Fed chair decision. The 

remaining candidates in the run-up are Powell, Taylor and Yellen. The announcement has the 

potential to be a market mover and could come any day now.  

The main release today will be the euro area Flash PMIs. Mario Draghi used to be a ‘PMI man’. 

Draghi’s preferred growth indicator has been on a strong upward trend over the past year with 

manufacturing PMI hitting a new post -debt crisis in September at 58.1. The ECB will also 

release its Bank Lending Survey today, which contains important insights on both demand for 

loans but also indicators revealing how willing banks are when it  comes to lending to corporates 

and households (transmission mechanism). In terms of market direction, the core FI market 

recovered a bit  yesterday after Friday’s sell-off. Once again, the rally was broad based with 

Germany rallying 2bp in the 10Y while Spain/Italy rallied 4bp.   

In Sweden, Kommuninvest is set to introduce a new 7Y benchmark bond (Oct-24) today, 

(SE0010469205), which will become the longest benchmark bond issued in SEK by 

Kommuninvest, see Strategy: Sweden - introduction of K2410, 20 October 2017.  

 

FX markets 

Yesterday, we presented our new weekly FX publication FX Essentials, which provides our 

short-term views on FX markets. This week we stress the following views: we like to continue 

to play the 9.50-9.65 range in EUR/SEK but highlight risk to the top side. In EUR/NOK, we 

stress that clients should position for break higher going into year-end. We favour a bullish 

ratioed seagull to play the upside. The post -election rally in USD/JPY is likely to prove short-

lived and we look for the cross to settle in the 111.50-114.10 range again. Clients should look 

to sell EUR/GBP on bounces above 0.8970 for a test of 0.8750 going int o the Bank of England 

meeting on 2 November. Finally, EUR/USD is set to trade in tight ranges with a slight bearish 

bias into the ECB meeting. 

 

Key figures and events 

 

Source: Bloomberg, Danske Bank 

  

Tuesday, October 24, 2017 Period Danske Bank Consensus Previous

2:30 JPY Nikkei Manufacturing PMI, preliminary Index Oct 52.9

8:45 FRF Business confidence Index Oct 109.0 109.0

9:00 FRF PMI manufacturing, preliminary Index Oct 55.8 56.1

9:00 FRF PMI services, preliminary Index Oct 56.8 57.0

9:30 DEM PMI manufacturing, preliminary Index Oct 60.0 60.6

9:30 DEM PMI services, preliminary Index Oct 55.6 55.6

10:00 EUR PMI manufacturing, preliminary Index Oct 58.1 57.7 58.1

10:00 EUR PMI composite, preliminary Index Oct 56.5 56.7

10:00 EUR PMI services, preliminary Index Oct 56.2 55.8 55.8

14:00 HUF Central Bank of Hungary rate decision % 0.9% 0.9% 0.9%

15:45 USD Markit PMI manufacturing, preliminary Index Oct 53.5 53.0 53.1

15:45 USD Markit PMI service, preliminary Index Oct 55.3 55.0 55.3

http://danskeanalyse.danskebank.dk/abo/StrategySweden201017/$file/StrategySweden_201017.pdf
http://danskeanalyse.danskebank.dk/abo/FXEssentials231017/$file/FX_Essentials_231017.pdf
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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 recommendat ions 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 th at 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.  

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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