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Market movers today


Please note that today at 09:00 CET we publish the Nordic O utlook, which is our quarterly
publication that presents our view on the economic outlook for the Nordic countries. The
publication does not contain new financial forecasts.



Selected readings from Danske Bank



FOMC review: Hawkish Yellen
ignores inflation and weaker
data

In the UK, focus is on Bank of England meeting at 13:00 CET. It is one of the small meetings
with an Inflation Report and a press conference, so focus will be solely on the tone in the
summary and minutes, as no one expects any policy changes. Our base case is that BoE
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maintains the hawkish twist to its neutral stance but given Q1 GDP growth was revised down
(and not up as BoE expected) and nominal wage growth has declined, risk is tilted towards

@Danske_Research

a more dovish tone. Market pricing seems fair at the moment as the first full hike is not
priced in before late 2019.


Also in the UK, we get retail sales for May at 10.30 CET .



In the US, focus is on the Empire and Philly Fed manufacturing indices (both due at 14:30
CET ), which may give us some indication about what to expect of ISM manufacturing in
May. We also get actual industrial production data for May at 15:15 CET .

Selected market news

Read more in Danske Bank’s recent
forecasts and publications
 Nordic Outlook
 Yield Forecast Update

Fe d hikes despite weaker data, provides details on quantitative tightening. As was generally
expected, the Fed delivered its second 25bp rate hike so far this year (only Kashkari dissented).

 FX Forecast Update

T hereby, the Fed defied the recent trend lower in inflation, as both CPI and PCE are below 2%,

 Weekly Focus

and the general softening in US economic data witnessed as of late. At the press conference, Fed
Chair Yellen was relatively hawkish, referring to the decline in inflation as ‘noise’, while
repeatedly referring to the low unemployment rate. The ‘dots’ were unchanged in projecting one
more hike this year, three hikes next year and a neutral Fed funds rate at 3%. Interestingly,
however, the Fed issued an addendum to its ‘Policy Normalization Principles and Plans’,
providing details on how it expects to shrink its balance sheet in a process that should start later
this year. For more information, please see FOMC Review - Hawkish Yellen ignores inflation
and weaker data, 15 June 2017.
Market sends USD stronger, US fixed income h olds on to gains. EUR/USD dipped back
towards the 1.12 level, after rising earlier in the day on the weak US May inflation print (core
CPI lower to 1.7% y/y vs. expectations of 1.9 % and 1.9% in April). US T reasuries sold off
slightly on Fed, but still trade richer over the day. T he S&P500 index closed the day 0.1% lower,
with losses driven by the energy sector.
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Fixed income markets
Interesting session overnight with US market rallying strongly going into the FOMC meeting
on lower CPI and Oil price decreases. T he delivered Fed hike was widely expected and although
the ‘tone’ was hawkish including priming ‘Quantitative T ightening’, the 10Y Treasuries held on
to most of the gain from prior to the Fed statement releases and settling 6bp lower.
T he next 25bp hike is priced in September 18 contrasting sharply to the FOMC ‘guiding’ around
three hikes in that time span. On ‘Quantitative T ightening’ the Fed ‘expects to begin
implementing a balance sheet normalization program this year’. T he balance sheet reduction
will be initiated at a monthly pace of up to USD 10bn (6bn in T reasuries & 4bn in MBS) and
increasing in steps of USD 10bn (6bn in T reasuries and 4bn in MBS) every three months until
a total reduction of reinvestments of USD 50bn is reached.
In the EUR market France is tapping EUR7-8bn in 20s, 2’22s and 23s plus EUR1-1.5bn in
longer dated linkers. Spain is tapping EUR4-5bn in the 5Y and 10Y benchmark plus the 32s and
37s. Ireland is printing in a new bill today.
In the UK, focus is on the BOE meeting. T his will be one of the small meetings without an
inflation report and a press conference.
Regarding the Nordics, please note that we are publishing our Nordic Outlook at 9 .00 CET with
our quarterly economic outlook for the Nordic countries.

FX markets
In the majors, it was a volatile session for EUR/USD yesterday. First, the pair found support up
to the 1.13 level on weak US data before a hawkish Fed erased those gains. Real US rates rose
on the news from Fed despite the decision to raise rates being about fully priced before the
meeting. It indicates that USD should be able to find support short -term in the prospects of Fed
looking to add another rate hike later this year and potentially pushing the button on quantitative
tightening ‘soon’. Regarding the latter, the USD money market will get a taste of tighter USD
liquidity today where US corporations pay taxes. T hat should lead to a roughly USD50bn
tightening of USD liquidity rest of the month and ahead of the H2 turn, where the market likely
will scramble for USD. We remain tactically short EUR/USD for a dip below 1.10 over the
summer. In the Scandies, the strong actual inflation data and data on inflation expectations this
week have pushed EUR/SEK to the low end of the recent trading range. Focus will now turn to
macro data, which, if it comes out strong, may add further support to SEK near-term. EIA data
on US crude stocks yesterday painted a negative picture of oil demand as the market focused on
rising gasoline stocks sending oil prices down more than 3%. A hawkish Fed will limit near term recovery potential for oil prices and keep EUR/NOK at elevated levels despite strong news
on the domestic economy out earlier this week.
See key figures and events on page 3.
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Key figures and events

Thursday, June 15, 2017
-

Period

Danske Bank

Consensus

Previous
0.4%|2.7%

EUR

Eurogroup meeting in Luxembourg

0:45

NZD

GDP

3:30

AUD

Employment change

8:45

FRF

HICP, final

9:00

DKK

Danske Bank publishes Nordic Outlook

9:30

CHF

SNB 3-month Libor target rate

10:00

ITL

HICP, final

m/m|y/y

May

10:30

GBP

Retail sales ex fuels

m/m|y/y

May

11:00

EUR

Trade balance

EUR bn

Apr

13:00

GBP

BoE Bank rate

%

13:00

GBP

BoE government bond purchases (APF)

GBP bn

13:00

GBP

BoE coporate bond purchases (CBPP)

GBP bn

13:00

GBP

BoE minutes

13:00

TRY

Central Bank of Turkey rate decision

14:30

USD

Empire Manufacturing PMI

Index

Jun

5.0

-1.0

14:30

USD

Philly Fed index

Index

Jun

25.0

38.8

14:30

USD

Initial jobless claims

14:30

USD

Import prices

m/m|y/y

May

-0.1%|2.5%

0.5%|4.1%

15:15

USD

Capacity utilization

%

May

76.8%

76.7%

15:15

USD

Industrial production

m/m

May

0.1%

1.0%

15:15

USD

Manufacturing production

m/m

May

0.2%

1.0%

16:00

USD

NAHB Housing Market Index

Index

Jun

70.0

70.0

22:00

USD

TICS international capital flow, Net inflow

USD bn

Apr

q/q|y/y

1st quarter

0.7%|2.7%

1000

May

10

m/m|y/y

May

37.4
0.0%|0.9%

%

-0.75%
...|1.5%
-0.8%|2.1%

2.0%|4.5%

0.25%

0.25%

0.25%

Jun

435

435

435

Jun

10

10

10

%

23.1

8.0%

8.0%

1000

245

-0.7

Source: Bloomberg, Danske Bank
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Disclosures
This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘ Danske Bank’). The
author of this research report is listed 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 an d 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 rese arch 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 P rudential Regulation Authority (UK). Details on the
extent of the regulation by the Financial Conduct Authority and the P rudential 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 an d/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 instrumen ts 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 o r 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’ .
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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 instrument s 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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