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• The ECB December meeting minutes were interpreted as hawkish, although they contained little new information 

• Already at the October meeting, board members  and Weidmann recommended tying the overall level of monetary stimulus -- 
rather than just asset purchases -- to the outlook for prices (a BBG story) 

• The 0-5y EUR curve has bear steepened in reaction to the minutes  

•  translating into better carry&roll opportunities for receiving positions via forward starting swaps 

• For example, 1y rolls for 2y1y and 1y2y are at four year highs 

• To buy some of the downside potential in short rates and obtain a larger buffer against rising rates, we take a look at a seagull strategy 

 

 

 

 

 

• Buy a 1y2y -0.05/0.15% receiver spread - funded by a sold 0.40% payer swaption 

• Zero cost (based on market levels at 14 CET Friday 12 Jaunary)  

• A maximum profit if rates rise a maximum of 7 bp by the expiry date 

• Breakeven buffers against rising rates: 30 bp in 6m, 52 bp in 1y 

• The 2-year swap rate has fixed below 0.40% when the ECB has been running its negative interest rate policy 
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Payoff and the Greeks 

• Sell 1y2y -0.05% receiver 

• Buy 1y2y 0.15% receiver 

• Sell 1y2y 0.40% payer 

 

• Notionals 100 mEUR each 

• Zero cost 

 

• BPV 11k / bp 

• 3m theta incl. rates and vol rolls +122k 

• Vega -4k / normal vol 
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Scenario analysis for parallel shifts 
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2y swap fixings, the ECB deposit rate and strikes 

Max  
profit 

Profit 

Zero 

Loss 
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Disclaimer 
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This publication or report originates from: Nordea Bank AB (publ), including its 

branches Nordea Danmark, filial af Nordea Bank AB (publ), Sverige, Nordea Bank AB 

(publ), filial i Finland and Nordea Bank AB (publ), filial i Norge (together “Nordea”) 

acting through their unit Nordea Markets. 

Nordea Bank AB (publ) is supervised by the Swedish Financial Supervisory Authority 

and the branches are supervised by the Swedish Financial Supervisory Authority and 

the Financial Supervisory Authorities in their respective countries. 

Content of the publication or report  

This publication or report has been prepared solely by Nordea Markets. 

Opinions or suggestions from Nordea Markets may deviate from recommendations or 

opinions presented by other departments in Nordea. The reason may typically be the 

result of differing time horizons, methodologies, contexts or other factors. 

Opinions and price targets are based on one or more methods of valuation, for instance 

cash flow analysis, use of multiples, behavioural technical analyses of underlying 

market movements in combination with considerations of the market situation and the 

time horizon. Key assumptions of forecasts, price targets and projections in research 

cited or reproduced appear in the research material from the named sources. The date 

of publication appears from the research material cited or reproduced. Opinions and 

estimates may be updated in subsequent versions of the publication or report, provided 

that the relevant company/issuer is treated anew in such later versions of the 

publication or report. 

Validity of the publication or report  

All opinions and estimates in this publication or report are, regardless of source, given 

in good faith, and may only be valid as of the stated date of this publication or report 

and are subject to change without notice. 

No individual investment or tax advice  

The publication or report is intended only to provide general and preliminary information 

to investors and shall not be construed as the basis for any investment decision. This 

publication or report has been prepared by Nordea Markets as general information for 

private use of investors to whom the publication or report has been distributed, but it is 

not intended as a personal recommendation of particular financial instruments or 

strategies and thus it does not provide individually tailored investment advice, and does 

not take into account the individual investor’s particular financial situation, existing 

holdings or liabilities, investment knowledge and experience, investment objective and 

horizon or risk profile and preferences. The investor must particularly ensure the 

suitability of an investment as regards his/her financial and fiscal situation and 

investment objectives. The investor bears the risk of losses in connection with an 

investment. 

  

 

Before acting on any information in this publication or report, it is recommendable to 

consult one’s financial advisor. 

The information contained in this publication or report does not constitute advice on the 

tax consequences of making any particular investment decision. Each investor shall 

make his/her own appraisal of the tax and other financial merits of his/her investment. 

Sources  

This publication or report may be based on or contain information, such as opinions, 

recommendations, estimates, price targets and valuations which emanate from: 

Nordea Markets’ analysts or representatives, 

Publicly available information, 

Information from other units of Nordea, or 

Other named sources. 

To the extent this publication or report is based on or contain information emanating 

from other sources (“Other Sources”) than Nordea Markets (“External Information”), 

Nordea Markets has deemed the Other Sources to be reliable but neither Nordea, 

others associated or affiliated with Nordea nor any other person, do guarantee the 

accuracy, adequacy or completeness of the External Information. 

The perception of opinions or recommendations such as Buy or Sell or similar 

expressions may vary and the definition is therefore shown in the research material or 

on the website of each named source. 

Limitation of liability  

Nordea or other associated and affiliated companies assume no liability as regards to 

any investment, divestment or retention decision taken by the investor on the basis of 

this publication or report. In no event will Nordea or other associated and affiliated 

companies be liable for direct, indirect or incidental, special or consequential damages 

resulting from the information in this publication or report. 

Risk information  

The risk of investing in certain financial instruments, including those mentioned in this 

document, is generally high, as their market value is exposed to a lot of different factors 

such as the operational and financial conditions of the relevant company, growth 

prospects, change in interest rates, the economic and political environment, foreign 

exchange rates, shifts in market sentiments etc. Where an investment or security is 

denominated in a different currency to the investor’s currency of reference, changes in 

rates of exchange may have an adverse effect on the value, price or income of or from 

that investment to the investor. Past performance is not a guide to future performance. 

Estimates of future performance are based on assumptions that may not be realized. 

When investing in individual shares, the investor may lose all or part of the investments. 

 

 

 



Conflicts of interest  

Nordea, affiliates or staff in Nordea, may perform services for, solicit business from, 

hold long or short positions in, or otherwise be interested in the investments (including 

derivatives) of any company mentioned in the publication or report. 

To limit possible conflicts of interest and counter the abuse of inside knowledge, the 

analysts of Nordea Markets are subject to internal rules on sound ethical conduct, the 

management of inside information, handling of unpublished research material, contact 

with other units of Nordea and personal account dealing. The internal rules have been 

prepared in accordance with applicable legislation and relevant industry standards. The 

object of the internal rules is for example to ensure that no analyst will abuse or cause 

others to abuse confidential information. It is the policy of Nordea Markets that no direct 

link exists between revenues from capital markets activities and individual analyst 

remuneration. Research analysts are remunerated in part based on the overall 

profitability of Nordea Bank, which includes Markets revenues, but do not receive 

bonuses or other remuneration linked to specific capital markets transactions. Nordea 

and the branches are members of national stockbrokers’ associations in each of the 

countries in which Nordea has head offices. Internal rules have been developed in 

accordance with recommendations issued by the stockbrokers associations. This 

material has been prepared following the Nordea Conflict of Interest Policy, which may 

be viewed at www.nordea.com/mifid 

Important disclosures of interests regarding this research material as well as 

recommendation changes in the past 12 months are available at: 
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Distribution restriction  

The securities referred to in this publication or report may not be eligible for sale in 

some jurisdictions. This research report is not intended for, and must not be distributed 

to private customers in Great Britain or the US. 

In Singapore, this research report is intended only for, and may be distributed only to, 

accredited investors, expert investors or institutional investors who may contact Nordea 

Bank AB Singapore Branch of 138 Market Street, #09-01 CapitaGreen, Singapore 

048946. 

This publication or report may be distributed by Nordea Bank Luxembourg S.A., 562 

rue de Neudorf, L-2015 Luxembourg which is subject to the supervision of the 

Commission de Surveillance du Secteur Financier. 

This publication or report may be distributed by Nordea Bank, Singapore Branch, which 

is subject to the supervision of the Monetary Authority of Singapore. 

This publication or report may not be mechanically duplicated, photocopied or 

otherwise reproduced, in full or in part, under applicable copyright laws. 
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