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Focus Europe: Dark clouds, no storm yet
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We expect a 10bp deposit rate cut in March. Unless data surprise to the upside,
a temporary acceleration in OF seems likely. If data surprise to the downside,
this might not even be a front-loading but an increase in the QE envelope. The 34 Euribor 017 020 075 -0.15
ECE also has an opportunity to think about a negative rate shield,
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We recently updated our call. Our view of liftoff in May 2016 was becoming Bank Rate 050 080 050 075
difficult to justify with inflation rising slowly, wages disappointing, growth 3m Libor 053 061 062 031
slower and financial markets fragile. We now see the first hike in November, 10% gowvt bond 1,67 1.70 180 210
e - GEPIUSD 146 146 140 178
switreriand EURIGEP 077 072 073 074
" . . . Switzerland
The SNE left policy on hold at its last meating with rates well below zero. We :
see further gradual depreciation of CHF vs. EUR going forward. dmlborTot 078 075 075 -0.75
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Sweden Sweden
Repo rate 035 035 03 035
In December, the Riksbank laft its rates profile broadly unchanged, suggesting EURSEK 945 810 880 876
rates will remain sub-zero until end-2017. Kl
. Deposit rate 0.75 0.7% 060 050
Norway EUR/NOK 954 058 957 92
: 5 ; . Danmark
Morges Bank surprised with a rate cut in September. We expect a final further :
25bp rate cut this quarter. Landing rata 0.05 0.0% 008 005
EUR/DKE 7AE 746 746 746
Denmark Poland
2w rapo rate 1.50 1.50 1.50 150
Denmark was forced to cut its deposit rate four times last yvear, 10bp of which EURPLN 443 443 437 435
was reversed in January {to -0.65%). We expect the DKK ERMII peg to hold. Hingery
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Potand EURMHUF 3105 3163 3175 3200
. , . Czech Rep.
The MBP cut by 50bps at the March meeting and signaled the easing cycle had
ended. We see rates on hold for the coming quarters with the longer-term PO 2t BeE 0@ 0B e
outlook complicated by the appointment of a new MPC in early 20186, EURCZK o ma a0
Memso
Hungary Japan
O/M Call Rate  -0.10  -005 006 015
The MBH signaled that the easing cycle is now over and that the policy rate 5., 1ipar 016 0% 015 018

will remain at the current level for a very long time. We do not expect any rate

le) 0,60 o, Q. ]
hikes before 2017, ¥ govt bond 20 20 020

USDEIPY 18 123 125 128
Czech Republic o
Fed Funds Eft 0.375 0625 0875 1.125
The CNE recently confirmed it had intervened to defend the 27/EUR floor. With 3 Libor oez o 1@ 133
sterilization costs minimal and intervention probably modest, we expect the 10¥govibond 182 200 226 176
floar is here to stay for the coming quarters, Soipvas DS, Bloombarg Finance LA Natiorml Cantral Sands
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