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Weekly Focus

Focus turns to the ECB

Markets were in a waiting mode ahead of the March monetary policy meetings, and
the latest round of inflation data did not materially rock the boat. Bond and equity markets
remained stable while past weeks’ positive sentiment in FX markets took a breather.

Euro Area flash HICP for February came out above expectations at 2.6% y/y (Jan
2.8%) while core inflation was 3.1% (Jan 3.3%). Somewhat worryingly, monthly
momentum in services inflation picked up speed, suggesting that underlying price pressures
have remained uncomfortably elevated.

In the US, the Fed’s preferred measure of underlying inflation, the Core PCE, came in line
with expectations at +0.4% m/m SA. Real consumption volumes fell by 0.1%, driven by
weaker demand for cars and other big-ticket goods, while services activity remained more
upbeat. This was reflected in prices as well, as core goods deflation continued (-0.05%
m/m) while core services inflation picked up speed (+0.6% m/m). The Fed’s Mester
summarized the data by saying it did not ‘change the calculus on policy rate decision’.

On the political front, US congress once again avoided looming risk of a partial shutdown
with fourth short-term ‘continuing resolution’ funding bill in a row. This time, some signs
of more concrete progress are emerging after congressional leaders signalled that they have
reached an agreement on six of the 12 individual appropriations bills needed to fund the
government. The new deadline for passing the bills is next week’s Friday, while the
remaining six are still up for negotiations with an extended deadline on 22" of March.

Next week’s key event will be the ECB meeting on Thursday. We and the markets
expect no monetary policy changes, as recent speeches by governing council officials have
suggested that ECB has set their sights on the first rate cut in the June meeting, in line with
our call. ECB will also publish updated staff economic projections, where inflation will
likely be revised to 2% for 2025. Growth forecasts will likely be revised lower for this year
and remain broadly unchanged for 2025 and 2026. Read more from our ECB Preview —
Policy normalisation in sight, 1 March.

On the data front, focus will be on labour market data from the US, with January JOLTs,
ADP and finally the February Jobs Report due for release. We expect NFP growth to cool
down to 180k and average hourly earnings to land at +0.2% m/m after the surprisingly
strong January report. Leading data has provided mixed signals, but this week’s Conference
board’s consumer sentiment survey showed an unexpected dent to previous months’
optimism. We discussed the latest data signals in our US Labour Market Monitor, 1 March.

In China, the annual key policy event, the ‘Two Sessions’, is up next week starting
Monday, where focus will be on the government’s work report at the National People's
Congress (NPC). The report will include China’s new growth target, budget target and other
key plans for the year. The growth target is widely expected to be set again at 5.0%, even
if it seems like a fairly ambitious target given the less favourable base effects for 2024.

Finally, Danske Bank Research will publish updated economic projections for global
and Nordic economies in the Nordic Outlook, due for release on Tuesday morning.

Important disclosures and certifications are contained from page 8 of this report.
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Key global views
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Scandi market movers
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In Denmark, on Monday we will get data on Danmarks Nationalbank’s interventions
on the FX market in February. We expect no interventions as the EURDKK rate has
been stable around its central parity rate.

On Tuesday, we publish our first Nordic Outlook of the year. Amongst other content,
the publication includes our views on the status of the Danish economy and projections
of key economic figures through to 2025.

Thursday brings industrial production for January. The December figure suggested that
the manufacturing cycle may have turned, with overall manufacturing climbing 5.7%
m/m. Previously, pharmaceuticals have been almost single-handedly responsible for
driving up the overall figure, but production outside pharmaceuticals actually rose 6.7%
in December. Global manufacturing indices have given mostly positive signals as well
which could support a continued improvement, although Germany’s industry appears
to be struggling.

Also on Thursday, we get bankruptcies for February. The number of bankruptcies
declined 10.8% m/m in January, and the trend has been negative for a couple of months
after the figure stabilized around a relatively high level during 2023. The economy is
still on track to a soft landing, but rising wage costs could put upwards pressure on
February’s print.

In Sweden, Riksbank Governors Bunge and Breman comments on the economic
outlook and monetary policy on Tuesday 5 March (08:00 CET) and Friday 8 March
(07:30 CET), respectively. We focus on comments about the drop in expectations of
retail and services selling prices as per the NIER survey, which are now consistent with
2% inflation.

Services PMI rose to 51.8 in January. We expect it to have moved further north in
February.

SNDO releases the February borrowing requirement which it forecast to be a SEK
52.2bn surplus.

Maklarstatistik releases February house price statistics.

January GDP, production (PVI1) and consumption indicators are due Friday 8 March,
together with manufacturing new orders. As hours worked and retail sales both rose in
January, we expect this triplet to be on the positive side. The global manufacturing
order-inventory cycle is shifting into re-stocking mode, which should help lift
production going forward.

There are no market movers in Norway next week.
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The manufacturing cycle could be
turning
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Scandi update

Denmark - Unemployment declined slightly in January

Unemployment was revised down from its preliminary figure which showed an increase of
300 persons, to a decline of 400 persons in January. This could be a sign that things are
improving in the hardest-hit sectors, such as manufacturing, though there is still uncertainty
associated with the figure. The overall picture remains the same, namely that the labour
market is still going strong.

Retail sales improved 0.4% m/m in January adjusted for inflation and regular seasonal
patterns. This could be a result of less cautious consumers who are also benefitting from
increasing real wages. However, we are still cautious about interpreting this figure, as there
is uncertainty related to the seasonal adjustment method, evident from the fact that this
figure has diverged considerably from the VAT-based firm sales statistics.

Sweden - Slightly disappointing GDP to finish off 2023

Financial market statistics for January showed that household lending decreased for the
third month in a row, which marks the first time this has happened since the 1990s. Also,
fixed interest rates on new agreements for mortgages decreased for the second month in a
row after peaking in December. Retail sales data for the majority of 2023 was revised down
in January. Therefore, it was welcomed when the data showed a m/m increase of 0.4% in
February. Actual retail sales finally start to reflect the expectations of increased future sales
amongst businesses in the retail sector that has been reported by surveys conducted by
NIER and the Swedish Commerce.

NIER’s tendency survey for February showed almost unchanged developments, which was
to be expected after it showed such incredible increases in confidence for both consumers
and all business sectors in January. However, what was most notable was that the survey
reported that businesses’ selling prices overall are much less widely expected to rise than
they were in January, and that pricing plans are now only just above the historical average.
Retail pricing plans are now broadly consistent with the 2% inflation rate, while those in
the private services sector are at the higher end of the pre-pandemic range. In principle, it
can be concluded that this indicates that the inflation rate is back on target this summer,
which is in line with our own and the Rikshank's assessment.

Final Swedish GDP figures showed y/y growth of -0.2%. The GDP figure for Q4 was
revised to -0,1% g/g. The number was dragged down by decreasing investments in the
business sector, mainly in intellectual property, and a sudden drop in export of services.
This development is hard to understand so we interpret it as temporary deviation in the
statistics. However, as we expected the decrease was offset by a boost in refills in
inventories, as well as by a surprising turnaround upwards in household consumption. In
addition, we saw continued strong export of goods which remains the driving force of the
Swedish economy.

Riksbank governor Erik Thedéen said that: "The most recent inflation outcome does not
change the picture of inflation moving in the right direction. We are on slightly firmer
ground, and | do not rule out the possibility of a cut in the policy rate in the first half of this
year. But this assumes that the outlook for inflation remains favourable.” He also expressed
that the Riksbank can cut before ECB amid benign wage hikes. This was very much in line
with his previous comments, but still very relevant, as it keeps all doors open ahead.
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Unemployment is still at a very low
level
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Norway - Retail sales grinding lower NElsEaE e o er et
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Calendar - 4-8 March 2024
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Macroeconomic forecast
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Financial forecast
Keyinterest 3minterest 2-yr swap 10-yr swap Currency Currency Currency Currency Currency
rate rate vield vield vs EUR vs USD vs DKK vs NOK vs SEK
usD* 29-Feb 550 - 454 3.88 092 - 6.89 10.60 1035
+3m 525 - 4.19 3.90 094 - 7.03 10.75 10.75
+B6m 5.00 - 400 3.90 095 - 7.10 11.14 11.05
+12m 450 - 3.80 3.90 0.96 - 7.16 1144 11.15
EUR 29-Feb 4.00 3.89 3.27 2.77 - 1.08 74547 1147 11.20
+3m 4.00 371 292 2.70 - 1.06 74550 1140 11.40
+Bm 3.75 346 275 2.70 - 1.05 7.4500 11.70 11.60
+12m 325 3.00 2.50 2.70 - 1.04 7.4500 11.90 11.60
JPY 29-Feb -0.10 - - - 0.006 0.007 4.60 7.08 691
+3m 0.00 - - - 0.007 0.007 4.85 7.42 7.42
+6m 0.00 - - - 0.007 0.007 5.00 7.85 7.78
+12m 0.00 - - 0.007 0.007 5.19 8.29 8.08
GBP* 29-Feb 5.25 - 462 3.90 1.17 1.08 871 1340 13.09
+3m 525 - 4.18 3.74 1.15 1.22 857 13.10 13.10
+B6m 5.00 - 3.99 3.75 1.14 1.19 847 13.30 13.18
+12m 450 - 3.75 3.75 1.14 1.18 847 1352 13.18
CHF 29-Feb 1.75 - - - 1.05 1.13 7.82 12.03 11.74
+3m 1749 - - - 1.06 1.13 793 12.13 12.13
+6m 150 - - - 1.08 1.13 801 1258 1247
+12m 1.00 - - - 1.08 112 801 12.80 1247
DKK 29-Feb 360 3.89 3.38 292 0.134 0.145 - 1.54 1.50
+3m 360 363 304 2.90 0.134 0.142 - 153 153
+B6m 3.35 3.38 2.89 2.90 0134 0.141 - 157 156
+12m 2.85 290 265 2.90 0.134 0.140 - 1.60 156
SEK 29-Feb 4.00 407 3.36 2.82 0.089 0.097 087 1.02 -
+3m 4.00 397 2.84 2.80 0.088 0.093 065 1.00
+6m 3.75 371 269 2.85 0.086 0.091 064 101
+12m 325 3.22 2.50 2.90 0.086 0.090 064 1.03 -
NOK 29-Feb 450 481 454 3.90 0.087 0.094 065 - 0.98
+3m 450 453 4.28 3.79 0.088 0.093 065 - 1.00
+B6m 4.00 407 3.98 3.75 0.085 0.090 064 - 099
+12m 3.25 345 3.40 3.65 0.084 0.087 0.63 - 0.97

*Notes: GBP swaps are SONIA, USD swaps are SOFR

Commodities
2023 2024 Average
29-Feb Q1 Q2 Q03 04 0 02 Q03 04 2023 2024
ICE Brent 82 82 78 86 83 80 80 80 80 82 80

Source Danske Bank
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This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets
Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, 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 A/S 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 A/S who have prepared this research report
are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry
Regulatory Authority 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.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in
matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of
the Order; or (I11) persons who are an elective professional client or a per se professional client under Chapter 3 of
the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’). In
the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely
on this document or any of its contents.

Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic
Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article 2(e) of the Prospectus Regulation
(Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be
deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to
have represented and agreed that it has not received this document on behalf of persons in the EEA other than
Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth
and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified
Investor should not act or rely on this document or any of its contents.

Report completed: 1 March 2024, 13.00 CET
Report first disseminated: 1 March 2024, 13.30 CET
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