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Key news

o FOMC statement shows no change in asset purchases or rate guidance.
e Jens Weidmann criticises current euro crisis framework.

o Reserve Bank of New Zealand keeps rates unchanged.

Markets Overnight

The FOMC statement was very much in line with the December statement. There was no
change in asset purchases or rate guidance. The new voting member, Esther George,
dissented (she is hawkish). Fed’s assessment of the recent economic developments was a
bit more downbeat than in December but the economic weakness is expected to be
transitory. The dovish statement should dampen the upward pressure on treasury yields
currently in place. For further details see FOMC: Easing bias remains in place, 30
January.

German Bundesbank president Jens Weidmann yesterday evening in Berlin criticised the
current crisis framework, saying that ‘if things stay the way they are, the consequences of
unsound [national] policies will be too easily passed on to others’. He argued that risk
sharing measures have already reached a substantial level and that ‘if these risks rise, the
culture of stability could be eroded as if we had explicit joint liability’. He argued that
bailouts can accompany structural reform and soften the blow but they cannot replace it.

Reserve Bank of New Zealand kept rates unchanged but warned about increased house
price inflation, which is seen as a sign that the next rate move is up. Central Bank
Governor Wheeler said that ‘we expect economic growth to strengthen over the coming
year, reducing spare capacity and bringing inflation slowly back towards the 2% target
midpoint’.

Japan’s industrial production rose 2.5% m/m in December, which was well below
consensus expectations. The weakening yen is expected to lift production with a lag.

The US equity markets traded in negative territory throughout most of the session as
sentiment had soured from the start after the disappointing US GDP figures showed a
0.1% g/q decline in the fourth quarter. S&P 500, Dow Jones and Nasdaq all lost 0.3-
0.4%. The negative sentiment continued in the Asian session with the Nikkei index down
0.7%, while Hang Seng has lost 0.5%.

US bond yields closed slightly lower with both 2-year and 10-year yields falling about a
basis point. Japan’s 5-year yield fell 1.5bp to 0.14%, which is the lowest on record.

In the FX markets EUR/USD strengthened to a 14-month high yesterday as EUR
strengthened on European Commission confidence data that came out better than
expected, while the FED announcement weakened USD. Throughout the night EUR/USD
has traded around 1.3570.

Important disclosures and certifications are contained from page 5 of this report.
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Market movers today:

¢ German unemployment rate

e German inflation

e Chicago PMI
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Global Daily

Focus today. German unemployment may have declined slightly in terms of the number
of unemployed for the first time in 10 months but we do expect the German
unemployment rate to remain unchanged at 6.9%. German preliminary headline inflation
will probably remain unchanged at 2.0%. Remember that we do not get details today. In
the US session Chicago PMI will give an indication as to what extent the fourth quarter
softness has continued into this year. Initial jobless claims are also due today as we warm
up for tomorrow’s non-farm payroll.

Fixed income markets. Last night the first EONIA fixing settled following the LTRO
repayments last week. The overnight fixing increased 0.7bp to 8.1bp, which was probably
in the lower end but not far from expectations. Given the latest re-pricing of the European
money markets, we believe the fixings are priced to rise too fast during the next quarters,
while the pricing of the fixings for 2014 is probably more fair. The FOMC announcement
offered little change and no real surprises. This was viewed as slightly dovish by the
markets and US rates fell a few basis points while the 10-year yields failed to stay above
2.00% into the close. The selling pressure has been strong recently and the markets are
trying to test if yields can break into higher ranges. However, given the latest batch of
weaker US data, the risk of a near-term minor correction downwards in yields is
increasing. There is no bond supply today.

In the FX markets there was only limited reaction to the FOMC statement, which was
more or less as expected. It appears unlikely that a scale down of Fed’s QE programme is
imminent and thus monetary actions from the two major central banks still point towards
a higher EUR/USD. EUR/USD maintained most of its gains from yesterday, where it
broke above 1.35 and temporarily reached 1.3587, the highest level since November
2011. This morning EUR/USD is trading around the 1.3580 levels. Overnight RBNZ kept
rates unchanged as expected but NZD got some tailwinds as RBNZ Governor Graeme
Wheeler caught the market by surprise with a far less dovish statement than expected.
Wheeler said that recent data suggest that GDP is recovering while inflation remains
below RBNZ’s target range, mainly due to the impact of the overvalued NZD.
Furthermore, Wheeler expressed concern about house price inflation and said that ‘the
Bank does not want to see financial stability or inflation risks accentuated by housing
demand getting too far ahead of supply’. NZD/USD rose 0.7% to 0.8360 after the
announcement, while AUD/NZD dropped to 1.2450. This morning AUD remains under
pressure and AUD/NZD continues to decline as low risk sentiment weighs on AUD.

Scandi Daily

The biggest disappointment in Norway last year was private consumption and reports on
Christmas trading do not suggest that spending growth picked up in December. For the
first time since 1987, shopping centres are actually reporting a drop in Christmas trading.
We nevertheless expect retail sales to climb 0.5% m/m (consensus: +0.1 %) in December,
due to trading outside the shopping centres, such as in sports warehouses and specialist
stores. From a stability perspective it will also be interesting to see whether credit growth
continues to accelerate despite banks reporting tighter credit standards. If it does, this will
put pressure on the politicians to make the recommended changes to the capital adequacy
rules. We expect Norges Bank to purchase FX equivalent to NOK300m per day in
February for the Government Pension Fund, the same as in January.
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Increase in German unemployment
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Key figures and events
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Today's market data: 31 January 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 Services Authority (UK). Details on the extent of the
regulation by the Financial Services Authority are available from Danske Bank upon 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.
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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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