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RB minutes and CPIl data won't turn trend for a weaker SEK

On the radar this week

Date 1ISO

Tue 19Feb SEK
Tue 19Feb GBP
Wed 20 Feb USD
Thu2l Feb USD
Thu21l Feb NOK
Thu21 Feb EUR
Fri2z2Feb SEK
Fri22Feb JPY

Description and expectations in an FX context

CPI figures from January where we expect CPIF at 2.3% y/y and CPIF ex energy at 1.7% y/y, just below Riksbank's forecast of 24% and 1.7%
The unemployment figures from UK where we expect it to stay at 4.0% in line with consensus, although it might be a close call to 3.9%
FOMC meeting minutes will be interesting, as we might hear the different stances within the Fed on further hikes as it has hinted it is 'patient’.
Markit manufacturing PMI are due and we expect it to stabilise around the current level of 54.9 with a consensus of 55.0

Statistics Norway are to release the oil investment survey, which will provide key insights to the business cycle outlook for the NOK.
February flash PMls are due where we see Manufacturing PMI fall to 50.2 from 50.5 and Services PMI to rebound to 51.4 from 51.2.
Riksbank minutes from last week's meeting is due and it will be interesting see the arguments for not extending the FX mandate.

January inflation figures ticks in. With the large decline in oil prices last year, energy prices are set to weigh on inflation in the coming months.

See Weekly Focus, 15 February 20189, for more details on this week’s data releases.

Selected short-term market views

. EUR/NOK - use rebound to enter or add short strategic positions
on relative rates, growth, and structural liquidity.

. EUR/SEK - trend is for a weaker krona and it could take a big
positive inflation surprise for momentum to turn.

. EUR/USD - short-term range but we still see cross as a strategic
buy on dips. Triggers: trade deal and stabilisation in EUR data.

. EUR/GBP - 0.86-0.89 range to hold near term with Brexit the
key driver but also the potential trigger for break of range.

. USD/JPY - range trading around 110 as disinflationary trends in
Japan counter effect of positive risk sentiment.

. Oil - heading higher on OPEC cuts and positive risk sentiment.

FX options

Implied volatility has been trading mostly sideways over the past week
in the G4 and Scandi FX space except for the front end (O-1M)] of
EUR/USD, which trades slightly higher following an increase in realised
volatility. As such, FX volatility remains in cheap-(ish] territory and
from a risk/reward perspective, we still think it is time to consider
buying longer-dated FX options either as alpha trades or proxy hedges
for e.g. equity exposure (we generally favour the 1Y segment).

Danske Bank FX Volatility Valuation Monitor
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Currency Overall  Implied 1W Realised | Overall  Implied 1W Realised | Overall
pairs valuation __vol.__che Vol valuation __vol.__che Vol

Implied 1W Realised
valuation __vol.__che Vol
EUR/NOK  Neutral Neutral ~ 59% & 51% Neutral ~ 63% &
EUR/SEK  Neutral  57% & 58% Neutral ~ 57% & 53% Neutral ~ 58% & 63%
EUR/USD  Neutral 62% & 51% Neutral ~ 64% & 54% Cheap 66% & 65%
EUR/GBP  Neutral 86% & 58% Expensive 66% - 108% & 76%
USD/JPY | Neutral 57% & 49% Neutral ~ 61% = 52% Cheap 68% & 7.4%

Source: Bloomberg, Danske Bank

FX Top Trades

Danske Bank FX Top Trades 2019. The past couple of days’ NOK
recovery has benefited our short EUR/NOK and long NOK/SEK trades.
For details see Danske Top Trades 20189, 4 December 2018.

Open Top Trades
# Trade Opened Entry Closed Current PnL
1 ShorFEUR/NDK via 3M 9.3500-9.6918-9.9500 1:1:2 03/12/18 96918 97580 008%
bearish seagull
2 LongNOK/SEK spotoutright 03/12/18 10569 10736 1.89%
Long EUR/USD via 9SM 1.1475 callfinanced by sold 3M -
3 1.1200 straddle 03/12/18 11334 11318 0.79%
4 LongUSD carry basket vs JPY, SEK, CHF 03/12/18 100.00 10080 0.80%

a

Sell IMEUR/GBP 0.8700 put to finance 4M 0.8700 put 03/12/18 08912 08762 -002%

Source: Bloomberg, Danske Bank

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

Short-term financial models

Short-term valuation suggests that EUR/USD is oversold. USD is

also overbought vis-a-vis NOK and SEK.
| Spot | Model | Signsl | Deviation(%) | Deviation stdev) |

EUR/NOK 9749 96498 10% 04
8] EUR/SEK 10471 103862 10% 01
g USD/NOK 8623 84464 Overbought 21% 13
® USD/SEK 9.262 90310 Overbought 26% 16
NOK/SEK 1074 10659 08% 07
EUR/USD 1131 11481 Oversold -15% -14
EUR/GBP 0876 08821 -07% -07
g EUR/JPY 12502 12619 -08% -04
g EUR/CHF 1135 11418 -06% -06
GBP/USD 1291 12920 -01% -04
usb/Jry 11058 10965 08% 09
2> AUD/USD 0715 07180 -04% -04
E NZD/USD 0687 06801 10% 06
E USD/CAD 1323 131380 03% -01
o AUD/NZD 1041 10582 -16% -10

Source: Macrobond Financial, Danske Bank

Technical highlight

EUR/NOK. Setback from the 9.8415 high kept in check above 9.7185
support and see break here needed to weaken and see a retest of
9.7000 level and then the 9.6480 low. On the upside, we see lift over
the 9.8000 needed to expose the 9.8415 high to retest and extend up-
leg from 9.6480 low. See Danske Technical Update, 18 February
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Links to recent Danske FX research

Reading the Markets Norway, 18 February 2019
Reading the Markets Sweden, 15 February 2019

www.danskeresearch.com



https://research.danskebank.com/research/#/Research/article/479c38bc-d74e-4569-8542-7dd8edb1d12a/EN
https://research.danskebank.com/research/#/Research/article/01ba8d91-557d-46ab-bb12-6c93ef14e5c6/EN
mailto:klom@danskebank.dk
mailto:jenpe@danskebank.dk
mailto:mohel@danskebank.dk
mailto:jobr@danskebank.dk
https://research.danskebank.com/research/#/Research/article/ed93da5b-9e0d-42b6-b411-9a4b7312aa08/EN
https://research.danskebank.com/research/#/Research/article/ed93da5b-9e0d-42b6-b411-9a4b7312aa08/EN
https://research.danskebank.com/research/#/Research/article/79b7c9df-21f3-4fb9-be6f-e2f23806cd95/EN
https://research.danskebank.com/research/#/Research/article/50b9bda2-e20d-410d-a358-248f317cee0c/EN
https://research.danskebank.com/research/#/Research/article/ba05e821-7ea1-4602-b62b-45ba8fb90857/EN

FX Essentials

Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The authors of this research report
are Christin Kyrme Tuxen (Head of FX Research), Jens Neervig Pedersen (Senior Analyst), Kristoffer Kjeer
Lomholt (Senior Analyst) and Morten Thrane Helt (Senior Analyst).

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
Weekly.

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/S. It is provided for informational purposes only and should
not be considered investment advice. 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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