MAacro ReseaRCH

Investment Research — General Market Conditions

2 September 2013
Market movers today
o The conflict in Syria continues to be the main focus but military action looks set to Market overview
be delayed until 9 September (see more below). The developments in Emerging 07:30 _1day +/-%
Markets will also continue to attract attention. S&P500 close) 16330 ¢ -032
. . i . S&P500 fut (chng from close) 16432 0.73
o In the euro area we will get final manufacturing PMIs today. The figures for Italy Nikkei 135801 143
. . . . H S 22141.7 1.89
and Spain are expected to increase substantially, as the euro flash PMI increased more aneens
than suggested by the development in the German and French numbers. LAD)  Cpslo */.bp
. . ) . US 2y gov 039 040 12
o ECB executive board member Coeure speaks in Berlin at the conference ‘ECB and US 10y gov 275 278 29
its OMT programme’ ahead of the ECB meeting later this week. P e 16 107 108 04
. . iTraxx Xover (Non IG] 434 436 21
o US markets are closed for Labor Day ahead of an otherwise busy calendar with ISM
. . %
manufacturl_ng due to be released tomorrow and the decisive August employment ELR/USD Ls1s 1300 Cia
report on Frlday. usb/JrPy 98230 98640 042
EUR/CHF 123 123 0.13
e In Norway and Sweden manufacturing PMIs are due for release. For more on EUR/GBP 0852 0849 v -038
X EUR/SEK 8.746 8742 ¥ -0.05
Scandi markets see page 2. EUR/NOK 807 808 007
usb
Selected market news 0il Brent, USD 1148 1130 ¥ -165
Gold, USD 13969 13919 ¥ -0.36

President Obama has decided to seek congressional authorisation for military action Note:

against Syria. Obama said he is prepared to take military action but he would ask WclilioedEionslipdedshonsltielpiaadidevelopinent
. . . for the most liquid investment grade CDS contracts in

Congress to support the move when it comes back into session on 9 September although the euro credit market.

lawmakers could be called back earlier. The decision came after military chiefs advised

that “our capacity to execute this mission is not time-sensitive; it will be effective

**The iTraxx Europe Crossover shows the spread
development of the most liquid non-investment grade

tomorrow, or next week, or one month from now”. Secretary of State John Kerry said that CDS contracts in the euro credit market.

the -a-dmlmstratlon s tests for use of thg _chemlcal weapon sarin in Syria had proved O

pOSlthE and added that “the case [for a mllltary attaCk] gets stronger by the day”. Index shows the spread development for the most liquid
investment grade CDS contracts in the US credit market.

China’s official manufacturing PMI in August improved more than expected to 51.0 Sauree ElaslET

from 50.3 in July, see Flash Comment. The details were strong with new orders

improving to 52.4 from 50.6, suggesting continued improvement in the coming months. Selected readings from Danske Bank

The manufacturing PMI suggests China has started a moderate recovery. « Research Finnish economy: Focus

In Japan the capital expenditure data for Q2 released this morning was much on structural reforms

stronger than expected. As these data are the main new input in the first revision of Q2 s Flash comment - Denmark: Danish
GDP, they suggest that GDP growth for Q2 is poised to be revised substantially higher. economy starts growing again
This also increases the likelihood that the consumption tax in Japan will be raised as e Strategy: Double whammy of EM
planned next year. Over the weekend it was reported that most members on a panel crisis and Syria

advising the government on the consumption tax favoured increasing the tax as planned. » Weekly Focus

The likely delay for any strike on Syria has eased investors’ fears and oil prices
declined to trade around USD113/bbl. The stronger-than-expected Chinese PMI figure
also helped short-term risk appetite and Asian equities are trading higher this morning.

Angela Merkel remains the favourite to win the 22 September federal elections after Analyst
she sparred with her main challenger Peer Steinbrueck on the only televised debate fi’;ﬂg Elgcémehé’]s; Nielsen
yesterday and spot polls taken after the debate were split on the winner (see Bloomberg). perni@danskebank.dk

Important disclosures and certifications are contained from page 5 of this report.
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Scandi markets today

In Norway the PMI is expected to bounce back to 52.0 as the export industry should have
better times ahead with clear signs of a global upswing and a sharply weaker krone.
Further deterioration in the PMI would suggest that the slowdown in oil-related industries
is more serious than we are assuming.

In Sweden the main focus today will be on manufacturing PMIs and we expect to see a
continued improvement from 51.3 in July to 52.0 in August.

Fixed income markets

Core fixed income markets ended last week with a firmer tone as general risk appetite
weakened amid rising geo-political risks. In our view, the US bond markets are closer to
fair levels and we believe that the improving data, September tapering, and Summers
being the next Fed Chairman are all broadly priced in by now. Hence, we continue to
expect to see stabilisation in the Treasury markets. For the coming week, it will be about
Syria and NFP on Friday for the US markets. While the risk appetite is probably going to
be affected by the situation in Syria, the event is likely a short-term thing. NFP is likely
going to support that the Fed will start tapering in September.

Turning to Europe, we believe there is still more potential for long-end rates to be pushed
higher as the recovery progresses and we prefer being underweight EUR rates versus
USD rates in the 5-10Y segments of the curve, as we do not believe that the markets are
yet pricing in much of a recovery in Europe. Meanwhile, the short end is going to remain
anchored by the ECB, where the members will keep repeating the weak forward guidance
for some time. Draghi will mention it again on Thursday, but without getting too explicit,
although still sounding dovish enough to put moderately downward pressure on rates (sub
5Y) and VOL. There are still plenty of reasons to sound dovish. Just take a look at the
weak loan flows or sharply declining inflation as a few examples.

There is no supply in the EUR govie space today. Focus will centre on the release of the
manufacturing PMIs in Ireland, Italy and Spain. The peripherals ended last week on a
slightly negative note and another uptick in PMIs should yield some support as we start
the week.

FX markets

This morning we have JPY under pressure as Prime Minister Abe is getting backing for
his sales tax plan, which should pave the way for a continuation of the loose Japanese
monetary policy. The postponement of any attack on Syria after the news from Obama
that he looking for the support of the Congress has also added to weaken JPY.

The USD support has continued this morning as the stabilisation in EM markets lasted for
yet another day making strong FX intervention (selling of USD) by EM central banks less
likely and as Fed tapering moves closer.

The latest IMM data showed that in the week ending 27 August speculative accounts
continued to add to long EUR positions against USD. Net long EUR positions now
account for 16.1% of open interest up from 14.7% last week. In other words the euro is
now becoming more and more exposed to negative news. We continue to see the risk
skewed to the downside for EUR/USD this autumn.
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Today's market data: 02 September 2013
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Disclosure
This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske
Bank”).

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.

The research reports of Danske Bank are prepared in accordance with the Danish Society of Financial Analysts’
rules of ethics and 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 upon 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
Danske Daily is updated on a daily basis.

First date of publication
Please see the front page of this research report for the first date of publication. Price-related data is calculated
using the closing price from the day before publication.

5| 2 September2013

www.danskeresearch.com




Danske Daily

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 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 in this research report.

This research report is not intended for 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 is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer
and subsidiary of Danske Bank, 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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