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Investment Research — General Market Conditions   

    
Market movers today 

 It is time for US  payrolls, where we look for a solid report (see US Labour Market 

Monitor – Expect strong November report, 5 December). We look for a rise in 

employment of 195,000 in line with consensus. In our view, hourly earnings will be 

equally important for markets. We look for a lift to 2.6% y/y in November, from 2.4% 

y/y. It is still quite moderate wage growth, though, which should keep the Fed on track 

for a very gradual hiking pace (we expect two hikes in 2018). 

 This morning Germany releases labour costs for Q3. As Germany has the tightest 

labour market in the euro area, with the lowest level of unemployment in decades, this 

is likely to be where we should look for the first signs of wage pressure. However, so 

far, wage growth has been muted. It was 2.3% y/y in Q2. Despite a tight labour market , 

we believe wage increases will continue to be quite moderate keeping a benign outlook 

for inflation. 

 The UK is due to release manufacturing production and the NIESR GDP estimate for 

November. 

Selected market news 

Asian stock markets rallied this morning after the value of a Bitcoin broke above USD16,600, 

intensifying the debate whether it  is a bubble about to burst. US equity index futures are lit t le 

changed, while the GBP rallied overnight on rising expectations that a deal between the UK and 

EU might be reached today. 

In the US, Congress has averted a government shutdown on Saturday, by passing legislation that 

will maintain funding for two weeks, deferring decisions on spending for defence and domestic 

programmes. Lawmakers now have until 22 December to overcome lingering differences, while 

Republicans still hope to finish tax legislation before year-end. 

China’s November trade figures released overnight surprised on the upside, as exports and 

imports grew by 12.3% y/y and 17.7% y/y, respectively. Chinas’ trade performance has 

rebounded this year thanks to strong domestic and external demand but we still expect the export 

engine to slow somewhat. Meanwhile, revised GDP figures showed that Japan’s economy grew 

twice as quickly as originally estimated in Q3 (2.5% annualised) due to big gains in capital 

expenditure (see also The Big Picture: Global economy still on a roll, 4 December). 

Germany’s  SPD party has decided to hold talks with Angela Merkel’s CDU party but without 

committing to a specific outcome. This opens the door to Germany’s third grand coalition in 12 

years but, in our view, talks are likely to drag on well into 2018. Martin Schulz was also re-elected 

as SPD party leader but the party dismissed his proposal for a United States of Europe by 2025. 

T ime is running out for PM Theresa May to find a solution for the Irish border issue to be cleared 

ahead of the EU summit next week, as EU chief negotiator Michel Barnier stressed that the UK/EU 

have only 48 hours left to reach an agreement. If no deal is reached, the next EU summit is in March. 

May is set to meet EC president Jean-Claude Juncker and European Council President Donald Tusk 

today in Brussels in the hope of finalising an agreement on phase 1 of Brexit negotiations. 
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Scandi markets 

There are no releases in the Scandi countries today. 

Fixed income markets 

The main event today is the US labour market report but , unless we see some significant 

deviations from the consensus estimate for the nonfarm payrolls at 195,000, we expect a very 

muted reaction to the data. In the US fixed income market , there is also focus on the suspension 

of the debt ceiling that ends on Friday but we expect the US Treasury to keep borrowing under 

the cap until March/April next year according to market consensus. 

We saw a very solid performance in the peripheral government bond market – Portugal and Italy 

declined some 5-7bp. The move is driven by the lack of supply and expectations for more 

performance in 2018. Spain did not perform as well as its EU peers. Here Spain announced that 

it  plans to do a tap in the next four weeks. 

There are no major rating events. 

FX markets 

EUR/USD was steady just off the 1.18 mark yesterday and could revisit  the 1.18s again today if 

we are right in looking for a slightly weaker than consensus US job report. The latter has not 

been a big mover for EUR/USD in past months though: over the past six months, EUR/USD has 

traded within +7 and -11 pips 30 minutes after the release. EURUSD CCS widened further 

yesterday, as the cost of hedging USD over the turn of the year spiked again. This further 

weighed on EUR/USD spot. The finalisation of the Basel III capital rules yesterday included 

refinements of the exposure measure in the leverage ratio , which at first  glance does not look to 

have significant impact on the EURUSD CCS. 

GBP rallied overnight on rising expectations that a deal between the UK and EU might be 

reached on Friday morning. EUR/GBP broke below the 0.8746 support level and trades around 

0.8720 this morning. We maintain the view that , while a divorce deal is important, necessary 

and positive, it  is the future relationship and in particular reassurance that a cliff-edge Brexit has 

been avoided that matters more for GBP. Hence, while GBP could remain supported by 

increased Brexit optimism in the short term, we see lit t le prospect of a long-lasting rally in GBP 

from here. Overall, we still see the cross within the 0.8650-0.90 range in coming months, as it  

is still too early for negotiations to reprise Brexit risks significantly. Longer term, the case for a 

lower EUR/GBP in 2018 remains intact as Brexit  uncertainty is clarified and we are short 

EUR/GBP via options (1Y put spread) as one of our FX Top Trades for 2018.  

In the Scandies EUR/SEK is edging higher. As we have highlighted a couple of times already, 

we expect the PPM money to go through the market next week (11 December). The total amount 

this year is SEK39.5bn, of which the calculated SEK flow is around SEK12bn. Since 2011, 

EURSEK has moved higher on the PPM date every year. On average since 2010, the cross has 

risen 0.7% starting two trading days before the money is disbursed. One week later, it  is back to 

square one. The coming week not only offers PPM but also SEB’s housing indicator (11th), 

inflation (12th) and Valueguard (14th). We expect a break above 10 in coming days. For more 

details, see FX Strategy: Busy week ahead – EUR/SEK volatility on the rise, 7 December. 

In terms of the NOK, yesterday’s manufacturing production data confirmed that the downside 

risks to the manufacturing sector have diminished (see chart). Otherwise, there is not much news 

to report , as we follow the USD basis, forwards and the implications for Nibor. We still like our 

FX Top Trades in the likes of a bearish EUR/NOK position via options and a long NOK/SEK 

spot outright position. For more information, see FX Top Trades 2018 – How to position for the 

year ahead, 6 December. 

http://danskeanalyse.danskebank.dk/abo/FXStrategySEK071217/$file/FX_Strategy_SEK_071217.pdf
https://twitter.com/lomholt10/status/938684256154476545
http://bit.ly/2zRX0wq
http://bit.ly/2zRX0wq
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Key figures and events 

 

Source: Bloomberg, Danske Bank 

   

Friday, December 8, 2017 Period Danske Bank Consensus Previous

- EUR S&P may publish Estonia's debt rating

8:00 DEM Trade balance EUR bn Oct 21.0 24.1

8:00 DEM Labour costs q/q|y/y 3rd quarter 0.3%|2.3%

8:45 FRF Industrial production m/m|y/y Oct -0.2%|2.8% 0.6%|3.2%

10:30 GBP Construction output m/m|y/y Oct -0.1%|1.5% -1.6%|1.1%

10:30 GBP Industrial production m/m|y/y Oct -0.1%|3.5% 0.7%|2.5%

10:30 GBP Manufacturing production m/m|y/y Oct -0.2%|3.5% 0.7%|2.7%

10:30 GBP Trade balance GBP mio. Oct -3000 -2754

14:00 GBP NIESR GDP estimate q/q Nov 0.5%

14:30 USD Unemployment % Nov 4.1% 4.1% 4.1%

14:30 USD Average hourly earnings, non-farm m/m|y/y Nov 0.2%|2.6% 0.3%|2.7% 0.0%|2.4%

14:30 USD Non farm payrolls 1000 Nov 195 210 261

16:00 USD University of Michigan Confidence, preliminary Index Dec 98.9 98.5
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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 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 h erein. 

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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