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FX Top Trades Update

Take profit on RUB/CZK with readiness to re-enter

As one of our FX Top Trades published on 5 December 2012, we suggested entering a
RUB/CZK spot at 0.6246 and exiting at 0.6565. The rationales for the trade were
intervention risks for the CZK loom, a fairly strong Russian economy, a hawkish Bank
Rossii and a commencing global recovery. However, we have decided to take profit on
our RUB/CZK trade, reflecting increased uncertainty regarding commodity prices.
However, we would look to possibly re-enter if the oil price once again stabilises.
Overall, we continue to see the Czech koruna softening and as such we still view it as an
interesting funding currency for carry trades in the EM universe.

When the trade was entered in December 2012, we expected RUB/CZK to climb over
0.6500 over a period of two to four months. The Czech central bank (CNB) exhausted
standard monetary policy tools after it cut the key policy rate to a technical zero (0.05%)
in November 2012. Russia’s central bank, Bank Rossii, has been set to closely examine
consumer price inflation, aiming for a target within the 5-6% corridor. Our forecast that
CPI would easily climb over 7% y/y in Q1 13 was realised when price increases were
introduced in January 2013 and this resulted in Bank Rossii remaining hawkish. Tight
monetary policy in Q1 13 was RUB positive. Together with the strong current account,
the RUB longs looked attractive. As we expected, the seasonality effect pushed the
USD/RUB below 30.00 exactly in late January-February 2013. Thus, Bank Rossii
intervened to keep the RUB a bit weaker. Given the unexpected Cyprus deal in March,
we saw the pair climbing to 0.6493 on a weaker EUR within our maturity
recommendation, letting the profit to rise almost to 4%.

However, we were surprised by the decline in the oil price on a weaker-than-expected
global performance as Chinese macro numbers were not good enough. The uncertainty of
the Cyprus deal pushed investors out of the RUB assets, which strongly weighed on the
Russian currency. Russian economic growth continued to slow in early 2013, taking
January-February 2013 GDP growth to 0.9% y/y. The seasonally strong current account
effect is fading as we go into Q2 13.

Going forward, we look to possibly re-enter if the oil price once again stabilises. Overall,
we continue to see the Czech koruna softening and as such we still find it to be an
interesting funding currency for carry trades in the EM universe.

Please see the table on the following page for an update on the performance of the 2013
FX Top Trades.

Important certifications and disclosures are contained from page 3.

Key points

e Take profit on RUB/CZK.

e \We have closed the RUB/CZK
trade with a total return of 3.33%
(FX return: 0.95%, carry: 2.38%)
(spot. ref.: 0.6305).
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FXTop Trade 201 3 overview

Closed FX Top Trades
Closed FX Top Trades
# Type Trade Opened Lewsl Closed Lewel P/L
1 |Option Bearish BM JPY/SEK riek reversal 05/12/12 2.02 11/01/13| 7320 B5.494%
2 |Spot Sell GBR/MOK 05/12/12 904 16/01/13| 83962 1.000%
3 |Spot Buy EUR/CHF 05/12/12| 12145 |18/01/13 1250 2.89%
4 |Spot Sell USDyCAD 05/12/12( 059914 |(19/01/13 1.015 -2.16%
S5 |Spot Sell US0ySGD 05/12/12( 12183 |11/05/13 1250 -2.70%
B |Dption uso/JPY option strategy 05/12/12 g220 |22/035/13 84850 11.45%
7 |Spot Buy RUB/CZK 05/12/12( 06246 |13/D4/13| 0DBE305 5.33%
Source: Bloomberg, Danske Bank Markets
Open FXTop Trades
Open FX Top Trades
Typs Trade ldea Targset & Py/L*
Opened 05/12/2012
S Enter BM ELR/USD 1.30-1 36-1.48 Start 131
Option buttsrfiy tut‘t‘Er?ﬂ'y‘ at an indicative cost of LISD Target/Stop
176 pips
Mow 131
Fs/L 0.02%
Opened 03/12/2012
Sell 12M USD/CMH B B.35350. VWeset 3 grgrt BSE
Forward Sell USDYCMNH | 3.2% profit target and will close the i
. 12 Forward trade ifwe incur s 2.5% markto-marker || 2 985/ Stop D
loes on the trade Spot-ref 52120 Mow B27
P/L 1.36%
Opened 05/12/2012
Buy equally weighted carry basket [Long
Long TRY, MOXM, | TRY, MM, HUF vs. Short USD] spotst | SHart 1ooo
Spot HUF wve. Short index 100 for 2 110 target; stop at Target/Stop 110/ 95
uso 893.This basket yields anindicative
. Mow 1007449
carry of close to 949
P/L 2.21%
Source: Bloomberg, Danske Bank Markets
FXTop Trades 2013
FXTop Trades 2013
# Cum Return Ave Return Aveg Days Open
Profitable g 28.73¢ 3.6% 94 daye
Loss-Making 2 -A9% -24% 70days
Al Trades 10 23.8% 24% B9 dayse

Source: Bloomberg, Danske Bank Markets
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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
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Risk warning
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of relevant assumptions, are stated throughout the text.
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General disclaimer
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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.
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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’.
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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
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U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be
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