FX commentary

Stock markets and the SEK -
some details

Tuesday, 17 March 20093

Stefan Mellin

+46 8 568 805 92
mell@danskebank.se
Danske Markets



Stock market implications for the SEK

. Global equity markets have indeed been a key driver behind
the historic depreciation of the SEK as well as its recent
rebound. At least two channels can be identified: risk
sentiment (primarily foreign investors) and rebalancing
flows (primarily Swedish assets managers).

. At this point we are inclined to characterize the rebound in
equities as a bear market rally, but either way it will continue
to have central implications for foreign exchange, not least
the SEK. As a short-term tactical trade we are short
EURSEK (see “Buy AUDJPY and sell EURSEK spot”, 16 Mar).

. Our calculations suggest that within G10 the SEK,JPY and
CHF have been the most susceptible to stock markets over
the last few years. While EURJPY has lost some correlation
recently, EURSEK is still to a large extent stock market
driven (upper chart).

. SEKinvestors betting on direction in the stock market
should be careful which SEK pair to sell or buy. It might be
well known that the best strategy historically has been
trading SEK vs CHF, with JPY and EUR as 2nd and 3rd
choice. Last month’s stock market correlation has
increased in general and notably USDSEK is better
correlated with S&P500 than all other G10 SEK crosses.
NOK, GBP and AUD should be avoided (lower chart and
table).

SEK 100-day rolling correlation with S&P 500
CHF JPY EUR USD GBP CAD NOK NzZD AUD

Meansince 2007 -0.78 -0.72 -053 -038 -0.14 000 +0.17 +025 +0.26
Lastobservation -0.74 -0.74 -0.72 -093 -046 -0.77 -082 +0.13 -0.63

S&P 500 100D rolling FX level correlation

o~
A

1.00-
0.75-
0.50-
0.25-

0.00- /

-0.25- /
-0.50-
-0.75-
-1.00; ‘ ‘ ‘ ‘ | ‘
mar  maj jul sep nov jan mar
= EURUSD EURJPY = EURSEK = EURNOK EUQC?H:
SEK crosses 100D level correlation vs S&P 500
1.00-

0.75-
0.50-
0.25-

0,00

-0257
-0.50-
-0.75- =
1007, | | ‘ —_—
mar maj jul sep nov jan mar
m— EUR === USD JPY  m=== GBP === CHF NOK 09AUD

Source: Ecowin, Danske Bank

. 1.00

\— 075
5. 025

. 0.00

- .0.25

- .050

- .0.75

- -1.00

0.50

1.00

- 0.75
- 0.50
- 0.25
- 0.00
--0.25
--0.50
--0.75
--1.00



. Disclosure

. This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank. Danske Bank is under supervision by the Danish
Financial Supervisory Authority.

. 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 the Danske Bank Research Policy. Employees within the Danske Bank Research Departments have been instructed
that any request that might impair the objectivity and independence of research shall be referred to Research Management and to the Compliance Officer. Research
analysts are remunerated in part based on the over-all profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other
remuneration linked to specific corporate finance or dept capital transactions.

. Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals’ Ethical rules and the Recommendations of the Danish
Securities Dealers Association.

. Financial models and/or methodology used in this report

. Recommendations and opinions in this research are formed based on a combination of Danske Bank’s regression models using macroeconomic fundamentals and

financial variables as input and a general market assessment. Various statistical methods are used to evaluate the market. Standard option pricing models are used in
respect with derivatives.

. Risk warning

. Major risks connected with recommendations or opinions in this report, including as sensitivity analysis of relevant assumptions, are stated throughout the text.

. Expected updates

. FX Crossroads is updated every week.
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