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In the euro area, the employment figure for Q2 is due for release on Wednesday. We
estimate the improvement in the labour market continued in Q2, which has been indicated
by strong PMI employment indicators throughout the quarter. Specifically, we expect
employment growth of 0.4% q/q in Q2.
Today also brings data on euro area industrial production in July. We expect a small rebound
in the euro area but based on the unchanged German figure in July, it should be modest. We
expect the euro area figure to report 0.2% monthly growth.

Selected readings from Danske Bank



Research Japan: Running on all
engines



Election update Norway: Victory
but reduced majority for the
centre-right parties



Norway Regional Network
Survey: Weaker than expected,
Norges Bank to signal ‘low for
longer’



Flash Comment Denmark:
Inflation remains high but should
decrease in coming months

In the UK, the labour market report for July is due. We expect the annual growth rate in
average weekly earnings excluding bonuses (3 month average) was unchanged at 2.1% y/y
but see a risk of a further decline in the unemployment rate to 4.3% from 4.4%.

Selected market news
Asian shares reached a 10-year high this morning, while the rise in USD/JPY helped boost
Japanese shares. Similar record highs were reached on Wall Street yesterday, as investor
concerns faded about the impact of Hurricane Irma as well as North Korean tensions, despite
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President Trump’s demands yesterday to toughen sanctions further.
In the US, Treasury Secretary Steven Mnuchin expressed doubt on Trump’s goal of cutting the
corporate tax rate to 15%, citing budget issues, despite the recent deal reached on the
postponement of the debt limit (see Flash Comment US: Debt limit fight postponed amid
increased Fed uncertainty, 7 September). The administration is currently trying to build public
support for the tax reforms, also with the Democrats. Mnuchin said he hoped that a tax plan
could be enacted this year, but we still think that Republicans’ will struggle to agree on tax
reforms internally, as the very conservative Republicans want big tax cuts financed by big fiscal
spending cuts, which more moderate Republicans cannot support. Yesterday, we also got news
that Trump plans to visit China in November. We do not yet know what the topics for the visit
will be, but markets will focus on trade issues and North Korea.
After Monday’s inflation disappointment in Norway, yesterday’s Q3 Regional Network Survey
was also weaker than expected, with the aggregated output index falling to 1.11 from 1.29. With
low inflation, strong NOK versus Norges Bank’s forecast, a cooling housing market and lower
global rates, Norges Bank could easily extend the on-hold stance at its meeting next week in our
view (see more in Norway Regional Network Survey: Weaker than expected, Norges Bank to
signal ‘low for longer’, 12 September).
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In France, around 223,000 protesters marched yesterday against the government’s new labour
reform unveiled on 31 August. The reform included a cap on payouts for unfair dismissals and
greater flexibility for companies to negotiate pay and hours. Labour unions have scuppered
previous efforts to weaken France's labour code, but this time there was comfort for Macron as
two other unions, including the largest CFDT, declined to join the protests. Macron is
determined to move on with his reforms despite a rapid decline in approval ratings (36% in
August), with a reform of the unemployment benefit scheme in 2018 next on his agenda.
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Scandi markets
There are no important releases in the Scandi markets today.

Fixed income markets
There was a sharp sell-off in the EUR FI market yesterday as more duration than anticipated
was added to the market with the Austrian DMO deciding to print as much as EUR3.5bn in a
new 100Y RAGB. The sell-off was led by the long-end with the yield on 30Y Germany
increasing 7bp. The yield on bunds climbed 6bp implying that the Bund is now trading 4bp
higher than before last week’s ECB meeting.
The move yesterday was primarily a supply shock and for once not ECB related, as reflected by
the periphery actually outperforming the core in the sell-off. Regarding the periphery, it is worth
noting that the spread between 10Y Italy and }Spain this week hit YtD lows as political concerns
are weighing on SPGBs with an upcoming referendum looming in Catalonia on 1 October.
Today, Italy will be coming to the market with a EUR6.5-8bn tap, which includes the launch of
a new 7Y plus issuance in Jun-20s and Sep-36s. Germany is printing EUR3bn in Bunds. Portugal
is also coming to the market tapping the 10Y – as primary dealers we are happy to take orders
for today’s auction.
There are no important releases in the global calendar before tomorrow’s decisive US inflation
numbers.
In Scandinavia, both Denmark and Sweden will be issuing in bills today. Regarding the Danish
mortgage bond market, note that Realkredit Danmark has announced a new loan type this week
– FlexLife. It will in our view have very limited effects for investors, see Danish Mortgage
Bonds - RD's new FlexLife® - what are the potential effects?, 12 September 2017.

FX markets
In Scandi FX markets, the Regional Network Survey in Norway marked the last key release
ahead of next week’s Norges Bank meeting. However, as Monday’s inflation disappointment
had already ruled out any rhetoric change, yesterday’s disappointing survey was no game
changer and just underlines that Governor Olsen is likely to signal ‘low for longer’. See Norway
Regional Network Survey: Weaker than expected, Norges Bank to signal 'low for longer', 13
September 2017. We maintain EUR/NOK is a range play but the risk of a correction higher has
in our view increased. Specifically, given the recent rise in long NOK positions, EUR/NOK has
become increasingly and asymmetrically sensitive to drops in the oil price. We are currently in
the process of reviewing our EUR/NOK forecast profile of 9.30 in 1M, 9.30 in 3M, 9.10 in 6M
and 9.00 in 12M.
Yesterday’s inflation print in Sweden beat market consensus as we had expected. We think the
fairly moderate drop in EUR/SEK made sense as the yearly core measures are likely to have
peaked and given we do not pencil in any Riksbank hike before 2019 at the earliest. This is also
the reason for our hesitation to sell the cross despite sound fundamentals as we see a case for
lower short-end rates. For now, we stay side-lined in EUR/SEK for our FX Trading Portfolio
but leave on our short EUR/SEK options position from FX Top Trades 2017 (the last open trade,
see FX Top Trades 2017: How to position for the coming year, 1 December 2016.
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Key figures and events

Wednesday, September 13, 2017

Period

Danske Bank

Consensus

Previous

m/m|y/y

Aug

…|1.8%

0.2%|1.8%

0.2%|1.8%

m/m|y/y

Aug

…|2.0%

0.2%|2.0%

0.2%|2.0%

q/q|y/y

2nd quarter

…|3.9%

1.7%|4.0%

Unemployment rate (3M)

%

Jul

4.3%

4.4%

4.4%

GBP

Average weekly earnings ex bonuses (3M)

y/y

Jul

2.1%

2.2%

2.1%

10:30

DKK

Danish Central Bank publishes Outlook for the Danish economy

11:00

EUR

Industrial production

m/m|y/y

Jul

0.2%|…

0.2%|3.4%

-0.6%|2.6%

11:00

EUR

Employment

q/q|y/y

2nd quarter

0.4%|…

14:30

USD

PPI

m/m|y/y

Aug

0.3%|2.5%

-0.1%|1.9%

14:30

USD

PPI core

m/m|y/y

Aug

0.2%|2.1%

-0.1%|1.8%

16:30

USD

DOE U.S. crude oil inventories

20:00

USD

Budget statement

Aug

-124.0

-42.9

8:00

SEK

Prospera inflation expectations

8:00

DEM

HICP, final

9:00

ESP

HICP, final

9:30

SEK

GDP, final

10:30

GBP

10:30

0.4%|1.5%

K
USD bn

Source: Bloomberg, Danske Bank
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report accurately reflect the research analyst’s personal view about the financial instruments and issuers covered by the
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extent of the regulation by the Financial Conduct Authority and the Prudential Regulation Authority are available from
Danske Bank on request.
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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.
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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.
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General disclaimer
This research report has been prepared by Danske Bank (a division of Danske Bank A/S). It is provided for informational
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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
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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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