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Investment Research — General Market Conditions   

    
Market movers today 

 Trade tensions between the US and China is still in focus. Yesterday evening we got 

the response from Trump – see below. 

 At the Sintra conference on monetary policy Mario Draghi delivers an introductory 

speech at 10.00 CET and ECB’s Peter Praet is chairing a panel at 10.30, see the program 

here. 

 In the afternoon US releases data on US housing starts and permits . In Scandi 

unemployment in Sweden is expected to show a small decline fro m 6.3% to 6.1% 

(seasonally adjusted). 

 

Selected market news 

The tensions between the US and China continue as President Trump is threatening to impose 

another USD 200bn in tariff on Chinese exports to the US. China has responded that they would 

retaliate with ‘strong counter measures’. Hence, the trade dispute continues and seems to be 

escalating. The equity markets responded negatively to the news as US equity futures and most 

Asian equity markets declined this morning. Furthermore, there was a modest strength ening of 

the yen and a decline in the oil price. So far the macro-economic impact of the trade tensions 

between the US and China has been limited, but it  is seen having a big impact on global growth 

if it  is allowed to escalate. 

The oil price is under pressure not only from the ‘trade war’ between China and the US, but also 

from the expected increase in oil supply from OPEC although it  is likely to be modest as OPEC 

has announced a proposal for a modest increase in the supply.  

Hence, there are plenty of factors supporting the bond market at the moment and 10Y US 

Treasuries fell below 2.90% yesterday. On top of the overall positive sentiment in the bond 

market we are seeing spreads between the EU peripheral government bonds and core -EU 

continue to grind tighter as there is limited news on the Italian future fiscal policy. The comments 

from the new Italian finance minister as well as the ECB meeting last week has been very 

supportive for Italian government bonds. We think that the markets are a bit  complacent as we 

still need to see more evidence that Italy is committed to follow EU budget lines, but the risk is 

that we will not get more firm information before the autumn. In the meantime spreads continue 

to tighten. 
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Selected readings from Danske Bank 

 FX forecast update 

 Fewer Danish mortgage bonds as 

the government announces 

switch from 5Y noncallables into 

govt guaranteed mortgages 

 

Follow us on Twitter : 

 @Danske_Research 

 
            Video  

  Danske Bank research playlist 

 

 

 

Read more in Danske Bank’s recent 

forecasts and publications 

 Nordic Outlook 

 Yield Outlook 

 FX Forecast Update 

 Weekly Focus 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.ecb.europa.eu/pub/conferences/html/20180618_ecb_forum_on_central_banking.en.html
https://research.danskebank.com/link/FXForecastUpdate180618/$file/FX%20Forecast%20Update_180618.pdfhttps:/research.danskebank.com/link/FXForecastUpdate180618/$file/FX%20Forecast%20Update_180618.pdf
https://research.danskebank.com/abo/DanishMortgageBonds180618/$file/DanishMortgageBonds_180618.pdf
https://research.danskebank.com/abo/DanishMortgageBonds180618/$file/DanishMortgageBonds_180618.pdf
https://research.danskebank.com/abo/DanishMortgageBonds180618/$file/DanishMortgageBonds_180618.pdf
https://research.danskebank.com/abo/DanishMortgageBonds180618/$file/DanishMortgageBonds_180618.pdf
https://twitter.com/Danske_Research
https://twitter.com/Danske_Research
https://www.youtube.com/playlist?list=PLYn5NInkiHycEc0GbqkxvK0YCedTCiqEu
https://www.youtube.com/playlist?list=PLYn5NInkiHycEc0GbqkxvK0YCedTCiqEu
https://research.danskebank.com/research/#/Research/articlelist/Nordic Outlook
https://research.danskebank.com/research/#/Research/articlelist/Yield-Outlook
https://research.danskebank.com/research/#/Research/articlelist/FX Forecast Update
https://research.danskebank.com/research/#/Research/articlelist/Weekly Focus
https://twitter.com/Danske_Research
https://www.youtube.com/playlist?list=PLYn5NInkiHycEc0GbqkxvK0YCedTCiqEu
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Scandi markets 

Norway. The Norwegian Minister of Finance Siv Jensen will hold a press conference on housing 

regulations today at 11.30. The FSA proposed in February to discontinue the special Oslo rules, 

but lower the flexibility ratio to 8 % for the whole country, while the LTI (loan to income) <5 

requirement was proposed to be extended. Most consultation bodies have agreed, but want a 10 

% flexibility quota. Since then, the housing market has tightened rapidly, which means higher 

risk that the 8 % flexibility quota is continued and/or that the Oslo rules regarding equity 

requirement for secondary residence (at the moment 40%) is extended in one form or another. 

Impact for the markets: the stricter rules (eg. full continuation, also by the Oslo rules), the less 

effect on monetary policy. However, in our opinion, any tighter rules will primarily reduce the 

upside risk for interest rates (from the housing market), and not increase the downside risk.  

In Sweden , NDO publishes new borrowing forecasts which we think will be left  more or less 

unchanged. The labour market is still in very good shape, although the last numbers have shown 

some moderation in terms employment growth. We expect the unemployment rate will drop 

from 6.3% to 6.1% (s.a.) in May. Finally, we would not  be surprised if the National Board of 

Housing, Building and Planning (Boverket) once again downgrades the forecast for housing 

starts when they publish a new report today (10.00).  

Fixed income markets 

The European fixed income markets will be looking for comment s from the ECB conference at 

Sintra. Otherwise events are scarce today. Germany is tapping in the 2Y segment, and we will  

be looking for the ECB PSPP redemptions to see how much is going to be reinvested in Germany 

and to some extent in Portugal in coming weeks. See more in our Government Bonds Weekly, 

15 June 2018. 

The Danish Transport, Construction and Housing Authority announced on 15 June that about 

DKK 10.8bn worth of subsidised social housing loans are set to be refinanced in connection 

with the upcoming refinancing of ARMs maturing on 1 October 2018. The loans will be 

refinanced as government -guaranteed ARMs and will be issued in the 10Y segment. As a result, 

a volume to the tune of DKK 10.8bn is likely to see a shift  of profile from a refinancing interval 

of five years to ten years and reduce the expected auction volume in the 5Y segment at the 

August 2018 refinancing auctions. We currently have a buy recommendation on 5Y non-callable 

bullets versus DGBs. We are still positive on the recommendation. For more details, see here. 

FX markets 

It  was a relatively uneventful session in the FX markets yesterday, but focus today should be in 

EUR crosses on comments at the ECB’s Sintra gathering with focus today on the 

macroeconomics of wage-price dynamics; this could shift  towards mounting inflation pressure 

as seen by the ECB and place a floor under EUR. In the EM sphere, watch out for more hints of 

the recent US-China dispute evolving into a full-blown trade war. 

We have just sent out new FX forecasts and have only made minor changes to key crosses. We 

keep our EUR/USD forecasts unchanged. We have adjusted our EUR/SEK profile only a lit t le: 

we are currently near-term neutral on EUR/SEK but we do look for a wider range over the 

summer and still think the Riksbank will postpone the first hike beyond 2018; this will weigh 

on the SEK later in H2. In EUR/NOK, we think Norges Bank is due to initiate a hiking cycle in 

September which marks an important fundamental trigger for sending the cross the next leg 

lower albeit  the short -term headwinds such as weaker global growth, a stronger USD and 

improved structural NOK liquidity remain present limiting the downside potential near term. 

See more in our FX forecast update, 18 June 2018. 

  

https://research.danskebank.com/abo/GovernmentBondsWeeklyw24150618/$file/GovernmentBondsWeekly_w24_150618.pdf
https://research.danskebank.com/abo/DanishMortgageBonds180618/$file/DanishMortgageBonds_180618.pdf
https://research.danskebank.com/link/FXForecastUpdate180618/$file/FX%20Forecast%20Update_180618.pdf
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Key figures and events 

 

Source: Bloomberg, Danske Bank 

 
  

Tuesday, June 19, 2018 Period Danske Bank Consensus Previous

3:30 AUD RBA June Meeting Minutes

7:00 DKK House prices (Finance Denmark) q/q|y/y 1st quarter

9:30 SEK Unemployment (n.s.a.|s.a.) % May 6.5%|6.1% 6.7% 6.8%|6.3%

10:00 EUR Current account EUR bn Apr 32

10:00 EUR ECB's Draghi speaks in Sintra

10:30 EUR ECB's Praet speaks in Sintra

14:00 HUF Central Bank of Hungary rate decision % 0.90% 0.90% 0.90%

14:30 USD Building permits 1000 (m/m) May 1350 1364.0 (-0.9%)

14:30 USD Housing starts 1000 (m/m) May 1311 1287.0 (-3.7%)
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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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