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ECB preparing for a lift-off in July
Euro ar.ea inflation once again e>.<ceeded. expectat.ions .in I\{Ia}y, sparking further Key global views
speculation of faster ECB rate hikes. With core inflation rising to 3.8% y/y and
seasonally adjusted m/m rate still around 0.5%, we now expect core inflation to peak only * Rising 'stagflation’ risk from war in
after the summer. Consequently, we have lifted our expectations for ECB rate hikes ahead Ukraine - especially in Europe
of next Thursday’s meeting, and now look for 25bp hikes in every meeting from July to « Weaker growth in coming quarters
March (which would bring the deposit rate to 1.00%). Next week’s meeting will likely but not a global recession

mark the formal end to ECB’s net asset purchases, and the focus will be on the possibility
of 50bp rate hikes in the coming meetings, as markets are pricing in around 30% risk of
such a hike in July. Read our full ECB Preview - Ready for lift-off, 2 June.

e Higher commodity prices to keep
inflation elevated for longer

e Fed to hike by another 175bp this
year, ECB to hike in July,
September, October and

Today, we published Big Picture: A (mild) recession in western economies seems
unavoidable, 3 June, with our latest economic forecasts. We now expect US economy
to fall into a mild recession during H1 2023, with euro area following suit in H2 2023.
The combination of weakening real purchasing power and tighter financial conditions will
weigh on economic growth, even though pent-up demand, savings and the re-opening of
economies will continue to support activity especially in the service sector in the near-term.
Chinese growth will likely recover towards 2023 on the back of renewed stimulus, but with
the latest lockdowns and no signs of easing the ‘zero-covid’ strategy for now, we have
downgraded our growth forecast for 2022. As global demand outlook weakens towards * Mon: China Caixin Services PMI
2023, we also expect the current inflation pressures to ease. That being said, we still expect « Tue: RBA Meeting

euro area and US core inflation to remain above central banks’ target levels even in 2023,
supporting the case for further rate hikes.

December

Key market movers

e Thu: ECB Meeting, China

International Trade
OPEC+ failed to stabilise rising oil prices after EU announced the embargo on

Russian oil. OPEC+ agreed to hike production by 648 thousand barrels per day (bpd) in
July and August, above the initial plan of 432 bpd, but it did not yet address Russia’s status
within the group. While the larger production increases ease the supply situation in the
near-term, they also mean less potential production capacity in the future, leaving the oil
market vulnerable to new supply shocks. We expect prices to remain elevated in the coming e Big Picture: A (mild] recession in

months, and maintain our forecast for Brent at USD115/bbl towards Q3. western economies seems
unavoidable, 3 June

e Friday: US CPI, Norway CPI

Selected readings from Danske Bank

In China, Shanghai was able to end its two-month long lockdown this week. PMls

rebounded in May, and the recovering Chinese demand outlook is another factor supporting ~ ® ECB Preview - Ready for lift-off, 2
commodity prices. New stimulus was also announced this week, as policy banks are June.

funding increasing number of infrastructure projects for the central government. Next

week, focus remains on the Covid-situation, while the trade data released on Thursday will

likely remain weak due to the disruptions caused by the pandemic.

In terms of economic data, next week’s highlight will be the US CPI on Friday. We

expect the figures to continue illustrating strong and broad-based price pressures. Aside

from the ECB, we expect the Reserve Bank of Australia (RBA) to continue its hiking cycle Editor
with another 25bp hike, but following recent 50bp hikes by the Fed, Bank of Canada and Analyst

the RBNZ, risks are tilted towards a larger hike also in Australia. Antti llvonen
+358 445 180 297

anttiilvonen@danskebank.com
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Weekly Focus

Scandi market movers

2]

In Denmark, we should get industrial production figures for April on Tuesday.
Industrial production has had a very strong start to the year, though we probably have
to expect a slowdown in the industrial sector going forward. Major global challenges
exist, not only due to the war in Ukraine, but also the lockdowns in China and, not least,
the impact of monetary policy being tightened to counter the high rate of inflation. This
is also likely to hit demand for Danish goods, as recently evidenced by business
confidence figures, which showed declining order books.

Tuesday is also scheduled to bring bankruptcy numbers for May, and they have been
rising in recent months. Bankruptcy numbers were lower in both 2020 and 2021 than
in previous years despite the pandemic and lockdowns, which was to be expected given
the help companies have been afforded and not least the opportunity to postpone tax
and VAT payments. Those loans are now falling due, however, and while payments
may be spread over two years, some companies will probably be unable to repay their
debts. Tuesday will also bring forced home sales for May.

Foreign trade figures for April should arrive on Thursday. As with industrial
production, we also expect to see a slowdown in goods exports — a development already
apparent in Q1 22, when goods exports fell by 3% according to national accounts
figures.

Friday we get Danish May CPI inflation and expect it was unchanged at 6.7% in May.
A correction in electricity and natural gas prices drags down after last month’s huge
spike. Pulling in the other direction, petrol prices have increased significantly and
quarterly rent increases are introduced for the first time. The latter adds some risk to
the upside along with particularly food prices. We have pencilled in a handsome
increase in food prices after the 2.1% mom increase in German food prices in May,
though.

We expect that the weak demand in Sweden also will be reflected in monthly indicator
released next week (household consumption and April GDP-indicator). Non-essential
consumptions is usually the first one to decrease which we also expect to see in next
week’s figures. Especially clothing and restaurants & hotels have had a tough time since
the start of the pandemic, however, we have so far not seen a rise in bankruptcies. Also
production data is released next week. During March production numbers came out flat
compared to February while the order inflow came out strong in contrast to the order
inflow in PMI. If PMI is correct, new orders in hard data should decrease from here
which seem reasonable given the weaker global demand.

Debt office budget balance for May is also out next week, with only one week since the
Debt office published new forecasts meaning next weeks figures hopefully should be
in line with the estimates. But worth noting is that the DO had quite optimistic picture
regarding tax incomes and with weaker economy from here, this figure will be
important to follow.

3 June 2022

We expect unchanged inflation in May
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e In Norway, core inflation surprised to the upside in April, driven partly by higher food
prices but also by a 40% m/m jump in airfares. These are typical Easter effects,

Inflation to climb further

however, and we expect these prices to drop back again somewhat in May. On the other 30% Norway - Danske Banks V; 30
hand, we can see global inflationary pressures continuing to make their mark, both ZZ S zz
directly via import prices and indirectly via higher production costs for domestically s s
produced goods and services. We therefore expect core inflation to climb to 2.8% y/y 1@ )
in May. While that would be above Norges Bank’s forecast of 2.6% in the March 05- NorgesBankaforecast s
monetary policy report, the question is whether it would be enough to confirm the 00~ o021 s e
market’s aggressive expectations of the central bank ahead of the June rate-setting

A Source: Macrobond, Danske Bank
meeti ng.
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Scandi update

Denmark - Unemployment approaching lows from last upswing

The Confederation of Danish Employers’ (DA) private sector wage statistics showed
growth of 3.8% in Q1 22 compared to the same period last year — and a clear pick up from
Q4 21, when growth was 3.2%. Wage growth has significantly increased across both the
manufacturing and service sectors, while wage growth in construction remains unchanged
but nevertheless high at 4.4%. Consumer prices rose by 4.8% over the same period, so real
wages are in decline. The indications are that we will see an actual downturn in real wages
for 2022 as a whole — something last seen in 2012.

The retail sales index rose 1.7% in April (price and seasonally adjusted). The increase was
most pronounced in clothing and footwear, which leapt some 7.3% compared to March,
while food rose by a more modest 0.2% and other consumer goods by 2%. Nevertheless,
retail sales have been on a slight downward trajectory overall in recent months despite the
uptick in April. This is due, not least, to the post-pandemic reopening of the service sector,
which has prompted Danish consumers to cut down on goods purchases and increase
consumption of travel and restaurant dining, etc.

Business confidence figures for May showed companies are generally less optimistic than
in April, with both manufacturing and construction reporting slimmer order books.
However, the general picture remains very positive, with labour and materials shortages
still the biggest hurdle for companies rather than a lack of customers. Nevertheless, we
expect to see a clear shift in sentiment in the next year or two, with companies no longer
just steaming ahead at full speed.

The number of jobless fell by 900 in April, taking the unemployment rate down to 2.4%.
Hence, we are now down at a level that was only achieved for a very few months prior to
the financial crisis. While there are plenty of bad news stories at the moment, we do not
expect unemployment to rise significantly anytime soon. Demand continues to look solid,
and if and when that changes, there will still be a backlog of job vacancies.

The full national accounts for Q1 22 confirmed growth at -0.1%. The main culprit was a
fall in goods exports, though this followed on the heels of a very strong Q4 21. The
lockdown at the start of the year pulled private consumption down 1.2% overall.
Normalisation was not much in evidence in Q1 22 after the pandemic skewed consumption
towards more goods and fewer services. The consumption of goods remains high, even
though a shortage of cars has been a downward force, while consumption of services has
stalled. In contrast, corporate investment has grown, which contributes to increasing the
capacity in the economy that has otherwise been limited by widespread shortages of almost
everything.

4| 3June2022

Unemployment approaching lows
from last upswing
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Sweden - growth is slowing, overstated too?

Q1 GDP printed -0.8 % qoq sa, a drop that was double the expected -0.4 % qoq (and as
indicated by the advance GDP indicator). The decline was broad-based encompassing
private and public consumption, gross fixed investments and net exports. The only
components that rose where inventories which probably mirrored an unexpected decline in
sales as suggested by the drop in the other (demand) components. This simply means that
total final demand i.e. GDP less inventories, declined 1.3 % qoq sa, quite a big drop then.

But this is not the end of the story. We were surprised to see a mere -0.4 % qoq drop in
private consumption as inflation readings had suggested a big big decline in real wage
income. The explanation is that Statistics Sweden (for some undisclosed reason) in the
National Accounts use a different prices index (the so called implicit consumption
deflation) than CPI. The former “only” shows 4.0 % yoy inflation while CPI shows 6.0 %
yoy. The 2 percentage point difference in effect means that consumption growth in the
National Accounts is about 2 % higher than what you would expect from what CPI inflation
suggest. The reason for the deviation mainly lies in the COICOP 4 component (housing)
which uses a different price deflation for measuring electricity and district heating. This is
very odd in our view, to say the least. Which one is correct? Well, we remain confident that
CPI does give a good indication about households’ cost of living. Hence, we fear that the
economy was weaker in Q1 than what official data suggest and that this may very well
remain the case in Q2 too.

Norway - Manufacturing slowdown

The manufacturing PMI fell from 59.9 in April to 54.9 in May. While this was a big drop,
the index still points to solid growth in activity. The underlying data, however, were slightly
less encouraging. The production index fell from 58.4 to 50.1, its lowest since August 2020.
The indices for delivery times and stocks of finished goods suggest that there are still big
problems sourcing intermediates, which could explain part of the slowdown. On the other
hand, the index for new orders fell from 58.5 to 52.2, and this was due particularly to orders
from the domestic market. While we acknowledge that the Norwegian PMI can fluctuate
considerably from month to month, this could be a sign of a certain slowdown in
manufacturing ahead.

5] 3June2022

Sweden: final demand is falling,
questionis how fast
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Macroeconomic forecast

Macro forecast. Scandinavia
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Financial forecast
Bond and money markets
Key interest 3minterest 2-yr swap 10-yr swap Currency Currency Currency Currency Currency
rate rate yield yield vs EUR vs USD vs DKK vs NOK vs SEK
usb 03-Jun 1.00 163 301 2.99 1075 - 692.1 941.0 971.7
+3m 2.00 2.58 325 340 1020 - 729.7 10294 10098
+6m 2.50 3.10 BI55 360 101.0 - 737.1 1029.7 10396
+12m 325 340 365 340 100.0 - 745.0 1000.0 1070.0
EUR 03-Jun -050 -0.33 124 1.98 - 1075 7439 10115 10444
+3m 0.00 0.28 1.30 205 - 1020 744.3 1050.0 1030.0
+6m 0.50 0.71 145 2.30 - 101.0 7445 1040.0 1050.0
+12m 1.00 1.12 1.50 2.20 - 1000 745.0 1000.0 1070.0
JPY 03-Jun -0.10 -0.02 0.07 0.39 1205 130.1 6.17 8.39 867
+3m -0.10 - - - 1316 129.0 5.66 7.98 7.83
+B6m -0.10 - - - 1283 127.0 5.80 8.11 8.19
+12m -0.10 - - 1220 1220 6.11 8.20 8.77
GBP* 03-Jun 1.00 - 245 2.19 85.5 1257 870.0 11829 12213
+3m 1.25 2.15 2.10 86.0 1186 8654 12209 1197.7
+6m 1.50 225 2.10 85.0 1188 875.9 12235 12353
+12m 1.75 2.15 1.90 84.0 1190 886.9 1190.5 12738
CHF* 03-Jun -0.75 - 0.56 1.53 1031 96.0 721.3 980.8 10127
+3m -0.75 - - - 1030 101.0 722.6 10194 1000.0
+6m -0.50 - - - 101.0 100.0 737.1 1029.7 10396
+12m 0.00 - - - 990 99.0 7525 1010.1 1080.8
DKK 03-Jun -0.60 -0.07 1.54 225 74394 692.13 - 13597 140.39
+3m -0.10 048 1.55 2.30 744.25 72966 = 141.08 138.39
+6m 040 0.89 1.70 255 744.50 737.13 - 139.69 141.03
+12m 0.90 1.30 1.75 245 745.00 745.00 = 134.23 14362
SEK 03-Jun 0.25 0.50 2.16 266 10444 971.7 712 96.9 100.0
+3m 0.50 0.85 225 265 1030.0 10098 723 1019
+6m 0.75 1.10 245 265 1050.0 10396 70.8 990
+12m 1.25 140 240 260 1070.0 1070.0 69.6 93.5 -
NOK 03-Jun 0.75 1.27 267 3.00 10115 941.0 735 100.0 1033
+3m 1.00 161 2.70 3.25 10500 10294 709 = 98.1
+6m 125 1.90 2.80 3.40 10400 1029.7 716 = 101.0
+12m 1.75 2.32 2.95 3.35 1000.0 1000.0 74.5 - 107.0

*Note: GBP swaps are SONIA and CHF swaps are SHARON

Commodities
2022 2023 Average
03-Jun Q1 Q2 03 04 Q1 Qa2 03 04 2022 2023
ICE Brent 117 98 112 115 100 95 95 95 95 106 95

Source Danske Bank

8| 3June2022 https://research.danskebank.com




Weekly Focus

Disclosures
This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The author of this research report is Antti Ilvonen, Analyst.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the research report accurately reflect the research analyst’s personal
view about the financial instruments and issuers covered by the research report. Each responsible research analyst further certifies that no part of the compensation of the
research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed in the research report.

Regulation

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject to the rules and regulation of the relevant regulators in all
other jurisdictions where it conducts business. Danske Bank is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority (UK).
Details on the extent of the regulation by the Financial Conduct Authority and the Prudential Regulation Authority are available from Danske Bank on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of the Danish Securities Dealers Association.
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 Bank’s research policies. Employees within Danske Bank’s Research Departments have been instructed that any request that might
impair the objectivity and independence of research shall be referred to Research Management and the Compliance Department. Danske Bank’s Research Departments are
organised independently from and do not report to other business areas within Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other
remuneration linked to specific corporate finance or debt capital transactions.

Danske Bank is a market maker and liquidity provider and may hold positions in the financial instruments mentioned in this research report.

Danske Bank, its affiliates and subsidiaries are engaged in commercial banking, securities underwriting, dealing, trading, brokerage, investment management, investment
banking, custody and other financial services activities, may be a lender to the companies mentioned in this publication and have whatever rights are available to a creditor
under applicable law and the applicable loan and credit agreements. At any time, Danske Bank, its affiliates and subsidiaries may have credit or other information regarding the
companies mentioned in this publication that is not available to or may not be used by the personnel responsible for the preparation of this report, which might affect the analysis
and opinions expressed in this research report.

Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as publicly available statistics for each individual fixed
income asset.

We base our conclusion on an estimation of the financial risk profile of the financial asset. By combining these risk profiles with market technical and financial asset-specific
issues such as rating, supply and demand factors, macro factors, regulation, curve structure, etc., we arrive at an overall view and risk profile for the specific financial asset. We
compare the financial asset to those of peers with similar risk profiles and on this background, we estimate whether the specific financial asset is attractively priced in the
specific market. We express these views through buy and sell recommendations. These signal our opinion about the financial asset’s performance potential in the coming three
to six months.

More information about the valuation and/or methodology and the underlying assumptions is accessible via https://danskeci.com/ci/research/research-disclaimer. Select Fixed
Income Research Methodology.

Risk warning
Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of relevant assumptions, are stated throughout the text.
Completion and first dissemination

The completion date and time in this research report mean the date and time when the author hands over the final version of the research report to Danske Bank’s editing
function for legal review and editing.

The date and time of first dissemination mean the date and estimated time of the first dissemination of this research report. The estimated time may deviate up to 15 minutes
from the effective dissemination time due to technical limitations.

See the final page of this research report for the date and time of completion and first dissemination.

Validity time period
This communication as well as the communications in the list referred to below are valid until the earlier of (a) dissemination of a superseding communication by the author, or

(b) significant changes in circumstances following its dissemination, including events relating to the market or the issuer, which can influence the price of the issuer or financial
instrument.

Investment recommendations disseminated in the preceding 12-month period

A list of previous investment recommendations disseminated by the lead analyst(s) of this research report in the preceding 12-month period can be found at
https://danskeci.com/ci/research/research-disclaimer. Select Fixed Income Trade Recommendation History

Other previous investment recommendations disseminated by Danske Bank are also available in the database.
See https://danskeci.com/ci/research/research-disclaimer for further disclosures and information.

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should not be considered investment, legal or tax advice. It does not
constitute or form part of, and shall under no circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments
(i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options, warrants, rights or other interests with respect to any
such financial instruments) (‘Relevant Financial Instruments”).

This research report has been prepared independently and solely on the basis of publicly available information that Danske Bank A/S considers to be reliable but Danske Bank
AJS has not independently verified the contents hereof. While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or
warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy, completeness or reasonableness of the information, opinions and
projections contained in this research report and Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, including
without limitation any loss of profits, arising from reliance on this research report.

9| 3June2022 https://research.danskebank.com



https://danskeci.com/ci/research/research-disclaimer
https://danskeci.com/ci/research/research-disclaimer
http://www.danskebank.com/en-uk/ci/Products-Services/Markets/Research/Pages/researchdisclaimer.aspx.

Weekly Focus

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date hereof. These opinions are subject to change and Danske Bank
AJS does not undertake to notify any recipient of this research report of any such change nor of any other changes related to the information provided in this research report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom (see separate disclaimer below) and retail customers in the
European Economic Area as defined by Directive 2014/65/EU.

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 A/S’s prior written consent.

Disclaimer related to distribution in the United States

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 () 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’); (1) high net worth entities falling within article 49(2)(a) to (d) of the Order; or
(111) 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: 3 June 2022, 13:50 CET
Report first disseminated: 3 June 2022, 14:00 CET

10| 3June 2022 https://research.danskebank.com




	Scandi market movers
	0BScandi update
	Calendar
	Macroeconomic forecast
	Financial forecast

