
The new French president is Frederic Macron, unsurprisingly though with a larger margin than antici-
pated. Interest rate and equity markets were unchanged after the election. The next major political 
events – as expectations are at this moment  –  will be the Italian general election taking place Febru-
ary 2018 at the latest. In this, President Trumps occasional untraditional decisions are not taken into 
consideration. 
 
Economies are still improving as confidence move higher and private consumption is increasing. Em-
ployment is slowly rising, but far from being at a level that might spark wage increases substantial 
enough to lift inflation to ECB target level. Mr. Draghi explained at the latest press conference that 
although European economies are progressing, short term interest rates are expected to remain at 
present level for a prolonged period of time. 
 
This has inspired interest rate markets to remain relatively unchanged; and this was also the case for 
the Danish bond market. The dominant features are low money market rates, government bond rates 
in negative territory up to seven year maturities og significant demand for mortgage bonds from 
overseas investors. 
 
Despite the low interest rate level and mortgage institutions changing issuance bonds from Septem-

ber, redemptions are still at lower levels than generally anticipated, and high coupon bonds are on 

this background doing very well; excepting bond issues with council housing loans, where large re-

demptions have been announced. Our funds have only to a very small extent invested into these 

bonds. 

The win in the second round of the French presidential election of Frederic Macron was 
expected to the degree that market reaction was just a small temporary increase in interest 
rates. This was subsequently reversed as negative US key figures and expectations of still 
muted inflation numbers were confirmed. 
 
The average level of unemployment in Europe is in spite of improved economic conditions 
still at high levels and seems to effectively prevent the formation of an old-fashioned wage-
price spiral that could break the present ultralow inflation environment. 
 
Overseas appetite for Danish mortgage bonds is still intact as foreign investors once again 
bought most of the supply from the mortgage institutions. 
 
This and confirmation of still low redemption activity led to performance of almost all 
mortgage segments against government bonds resulting in acceptable results for HP Invest, 
Short Term Danish Bonds, that returned 0.74 % on the month and 3.33 % so far this year. 
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Return 
%  

Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec YTD 

HP Hedge 
SEK 

0.75 0.08 1.10 0.62 0.74        3.33 

NAV 109.19 109.28 110.48 111.17 111.99         

Return 

%  2016 
Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec 2016 

HP Hedge 

SEK 
 - 1.35 2.12 0.79 -0.22 1.01 0.89 0.05 0.91 0.75 0.44 8.38 

NAV  100.00 101.35 103.50 104.32 104.09 105.14 106.08 106.13 107.10 107.90 108.38  


