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Key news

. S Market movers today:
e US bond yield curve steeper, equities higher, FX markets stable

e With three major events in Scandinavia, Euroland and the US there is ample room for 0 g maisii [Pyl eeite

large swings on the market today « ECB rate decision

o Riksbank rate decision

Markets Overnight
Super-Thursday has finally arrived. With the Riksbank, the ECB and US non-farm payrolls
data, there is ample opportunity for large swings on the market. Incidentally, US Treasury Market overview

yields have almost returned to the levels before the huge jump after the last release of non-
farm payrolls numbers. After the drop in the wake of yesterday’s ISM data the 2yr Treasury

07:30 1day +/-%

bond yield has declined to 1.05% and the 10yr Treasury Note is trading at 3.54% (9bp higher  capoco s cwsromeoss Saes v obe
and flat respectively compared to the pre-non farm payrolls levels a month ago). Nikkei 98930 v  -047
Hang Seng 185556 096
Equity markets had a fine day yesterday as most major indices saw gains. The S&P500 rose ‘o GRn +/bp
by 0.4% last night and the Nasdaq index increased by 0.6%. So far this morning the Nikkei

. . us 2y gov 113 105 ¥ -80
index is at an unchanged level. - 351 354 31
On the FX market EUR/USD has retreated somewhat after the move up to 1.42 yesterday. Tere B ({5 110 110 03
The cross has moved back down a figure to 1.41 stoked by statements by the Chinese vice iTraxx Xover (Non IG) 700 701 07
foreign minister that China hopes the USD will remain stable as the world’s reserve currency. %
EUR/JPY has been quite stable around 136.5 and the Scandinavian currencies are close to EUR/USD 1403 1411 061
R . usb/Jry 96,35 96,61 027
unchanged since European closing hours yesterday. EUR/CHF 1525 1519 ¢ 035
EUR/GBP 0852 0857 066
EUR/SEK 10,87 1073 ¥ -1.34
EUR/NOK 9,02 897 ¥ -064
usb
Qil Brent, USD 689 686 Vv -03
Gold, USD 9274 9396 121

Note:

* The iTraxx Europe Index show the spread
development for the most liquid investment grade CDS
contracts in the euro credit market.

**The iTraxx Europe Crossover show the spread
development of the most liquid non-investment grade
CDS contracts in the euro credit market.

Source: Bloomberg
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Global Daily

Focus today: A very interesting day on the cards today. Somewhat unusual, ECB is the
undercard while the US labour market report and non-farm payrolls are the main events. The
ECB meeting could be close to a non-event. We are confident that the ECB will leave the
refinancing rate unchanged at 1.0%, which implies that focus will be on the press conference.
We will look for signs that the ECB rhetoric is becoming more positive, but do not expect
much.The question today is whether the pace in the improvements in payrolls the last two
months is for real. Non-farm payrolls improved by about 150,000 a month in April and May.
Consensus is a drop in employment from 345,000 in May to 365,000 in June, but forecasts
vary from -150,000 to -500,000. We are looking for a stronger-than-expected reading of -
270,000.

Fixed income markets: Non-farm payrolls look likely to set the tone on interest rate markets
today unless ECB springs a big surprise. Supply may also come into focus as the US treasury
announces amounts for the auctions next week. These announcements have previously resulted
in higher yields as the size has surprised on the upside. We see upside risk to yields today, but
the uncertainty surrounding non-farm is always large.

FX markets: EUR/USD will most likely be the most interesting G10 pair to follow today as it
will be affected by two major events; the ECB rate decision and the US non-farm payrolls
report. Yesterday EUR/USD managed to escape from the almost magnetic 1.40-level, but the
rise may prove to be temporary if the ECB takes a cautious approach to the imminent recovery
and instead focuses on downside risks to the economy while at the same time US job losses
come out lower than expected by the median forecaster. Keep also an eye on EUR/GBP that
rose yesterday, which remains an attractive sell. Downside in NZD/CAD also looks interesting
for investors with high risk appetite, see FX Market Update.

Scandi Daily

Denmark: The Danish Central Bank will publish changes in the currency reserves at 16.00
CET but the numbers are not surrounded with the same enthusiasm as last month. We expect
the currency reserve to be largely unchanged at DKK 325bn as the Bank has not intervened or
purchased foreign currency to our knowledge. We see a possibility of an independent Danish
rate cut of 10bp to 1.45 at 16.00 CET,; the spread to Euroland is still too big, the FX reserve is
still record-high, EUR/DKK trades well below the central parity and previous rate cuts can be
viewed as ‘a little too cautious’. Additionally, some debate has recently centered on the need
for lower rates from an economic perspective. The Danish Central Bank focuses mainly on
financial conditions, but economic prospects are on the Bank’s radar as well, c.f. its own
Monetary Review. Earlier today May unemployment figures will be released; we expect 9,000
people more to be looking for jobs than in April and a rise in the unemployment rate from
3.3% to 3.6%.

Sweden: The Riksbank will release its rate decision, possible new QE measures and Monetary
Policy Report today at 9.30 CET. The repo rate is likely to be left unchanged at 0.5%. The
main issue is whether or not the Riksbank will attempt any other measures to stimulate the
economy. We believe that the Riksbank will reiterate its rate forecast, which calls for
unchanged rate until 2011, as a way to bring down rate expectations in the market. Moreover,
the Riksbank may well emulate the ECB measure of offering a very generous tender to the
market (which could be positive especially for mortgage bonds). Buying up covered bonds on
the market will likely be considered as a possible measure, but we expect the Riksbank not to
exercise that option just yet. SEK has performed strongly this week as risk appetite has once
again picked-up, but also the surprise jump in Swedish PMI yesterday to above 50 has added
to the positive SEK sentiment. We have long argued that SEK is significantly undervalued and
if the PMI readings are reflected in other Swedish numbers EUR/SEK could easily drop more
over the coming quarter. However, today all eyes are on the Rikshank meeting and with a soft
stance expected the risk is on the upside for EUR/SEK.

Norway: In Norway focus is on the PMI numbers at 9.00 CET. After the surprisingly strong
Swedish and UK PMI readings yesterday we have a suspicion that the countries that have
experienced a depreciation of their currencies are getting an extra boost at the moment. Hence,
we have revised our Norwegian PMI forecast higher and now expect it to jump from 41 in
May to 47 in June. If we are right in our forecast the reaction should be a stronger NOK and
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we still recommend to position accordingly. A strong PMI reading would come on top of
strong retail sales and strong house price data earlier this week.

Chart of the day: Nonfarm payrolls
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Today's market data: 02 July 2009

STOCKS
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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. Danske Bank Research departments are organised independently from and do not
report to other Danske Bank business areas. 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 Associations.
Financial models and/or methodology used in this report
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

The publication is updated on a daily basis.

Disclaimer

This publication has been prepared by Danske Markets for information purposes only. It has been prepared
independently, solely from publicly available information and does not take into account the views of Danske
Bank’s internal credit department. It is not an offer or solicitation of any offer to purchase or sell any financial
instrument. Whilst 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 no liability is accepted for any loss arising from
reliance on it. Danske Bank, its affiliates or staff, may perform services for, solicit business from, hold long or
short positions in, or otherwise be interested in the investments (including derivatives), of any issuer mentioned
herein. The Equity and Corporate Bonds analysts are not permitted to invest in securities under coverage in their
research sector. This publication is not intended for retail customers in the UK or any person in the US. Danske
Markets is a division of Danske Bank A/S. Danske Bank A/S is authorized by the Danish Financial Supervisory
Authority and subject to limited regulation by the Financial Services Authority (UK). Details on the extent of our
regulation by the Financial Services Authority are available from us on request. Copyright © Danske Bank A/S.
All rights reserved. This publication is protected by copyright and may not be reproduced in whole or in part
without permission.
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