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Weekly Focus

All eyes on the ECB next week

This week, we published our latest economic forecasts for both Nordic and global
economies in Nordic Outlook - Divergent fortunes, 5 September. The outlook for the euro
area remains weak, and we think the economy is headed for a slight contraction towards
the end of the year. In the US, we have lifted our growth forecast for this year (1.9%) due
to more upbeat investment outlook, but still look for clearly below-trend growth towards
2024 on weakening consumption (+0.6%). And while Chinese authorities have recently
rolled out increasing number of stimulus measures, we expect growth to remain below the
official target at 4.8% in 2023 and 4.2% in 2024.

The divergent outlook was reflected in this week’s mixed data releases as well. Euro
area Sentix index signalled further weakening in investor confidence in early September,
while China’s Caixin Services PMI confirmed the slowdown in the official NBS measure
released earlier. In contrast, US ISM Services index defied weaker signals from PMls, and
rose sharply against expectations (54.5; from 52.7). Notably, the uptick was broad-based
across subcomponents, including new orders, employment and prices paid.

The strong reading lifted UST vyields, which were further boosted by initial jobless claims
falling to the lowest levels since February. The fear of rates staying higher for longer
weighed on equity sentiment and EUR/USD. We discussed the recent US labour market
data and implications for the Fed in US Labour Market Monitor, 7 September.

Next week, the focus turns to the ECB meeting, where we anticipate a final 25bp hike.
Markets remain divided between a hike and a pause, with the implied probability of the
former hovering around 35-40%. This week, the Q2 compensation of employees, which is
ECB’s key measure for wage growth, continued to grow at a pace of 5.6% y/y, close to Q1
rate of 5.4%. The figure was slightly higher than ECB estimated for 2023 back in June
(5.3%). This could provide support to the still elevated underlying core inflation, which we
expect to fall below 3% only in H2 2024. Read our more detailed ECB Preview, 6
September and further details on data from Euro Area Macro Monitor, 7 September.

In the US, next week brings the final key data release ahead of the September FOMC
meeting, including the August CPI. While the recent uptick in oil prices will likely lift
the headline measure by 0.5% m/m, cooling wage pressures should translate into further
easing in core services inflation, and we forecast another low core CPI print at 0.2% m/m.
While both us and the markets remain convinced that the Fed will go on a pause in
September, market pricing implies that the November meeting is essentially a coin-flip
between a hike and a pause. The next meeting will provide some interest cues in the form
of updated rate projections however, and a low CPI print could tilt some of the FOMC
participants to revert their June call for one more hike later in the year.

Other data releases include US retail sales, where early card transaction data is pointing
towards slowing real spending growth, especially when considering the higher gasoline
prices. The Fed will keep an eye out for the preliminary University of Michigan survey as
well, and if the declining trend on inflation expectations continued into September.

Important disclosures and certifications are contained from page 8 of this report.
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Key global views
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e US and euro area headline inflation
set to decline further, but core
inflation to remain sticky

e Fed on hold, ECB to hike once more
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Scandi market movers

2]

In Denmark, next week begins with inflation figures for August on Monday. We expect
a slight decline in prices of 0.1% from July, which brings inflation to 3.0% y/y. Last
year’s August surge in natural gas prices drops out of inflation but on the other hand
fuel prices have increased significantly throughout August. We will look out for the
quarterly rent increase (one of the less significant ones) because it could be an
indication of upcoming rent trends, but we expect no large increases here. Food price
developments are somewhat of a joker after several stories about retailers cutting prices.
So far, food price increases have moderated but prices keep going up.

Wednesday is scheduled to bring the unemployment indicator for August. The labour
market has been rock-solid all year, and while the number of jobless has risen in recent
months, the unemployment rate has remained unchanged at 2.8%. However, the
economy ex. pharma is at best stagnating and wages are rising as a result of collective
agreements. We therefore expect a modest increase in the number of unemployed in
August.

Thursday’s agenda will bring the ECB’s interest rate meeting, and we expect Danmarks
Nationalbank to follow on the heels of the ECB and hike its benchmark deposit rate by
25bp to 3.60% — given that the DKK has been stable around the central parity rate.

In Sweden, August inflation is expected to show a significant drop in general, CPIF
slowing by 1.5 p.p. to 4.9 % y/y while CPIF excl. energy slows by 0.7 p.p to 7.3 % yly.
The latter is still 0.4 p.p. above Riksbank’s forecast. Details suggest clothing, car fuel,
hotel/restaurants and other goods and services together will add 0.4 p.p. to the monthly
increase in CPIF while transportation services and recreation will subtract the same
amount. Travel market data seems to suggest there has been a sharp fall in foreign
airline tickets in August, hence, there may be a slight downside to our forecasts for
these two components.

Prospera’s quarterly inflation expectations survey is released. Inflations expectations
should be retreating in general.

In Norway, economic growth levelled off in H1, and we expect Norges Bank’s regional
network survey to show this trend continuing into H2. Particularly interesting will be
whether the service sector remains relatively optimistic or whether the outlook there
has deteriorated. We expect aggregate output growth to come out around 0.1-0.2% for
the next quarter. Given the strong pressures in the economy and on wages and prices,
it will perhaps be equally important to see whether capacity utilisation continues to
decline and whether labour shortages are becoming less precarious. Core inflation has
been volatile in recent months, driven largely by food prices. These climbed far less in
July than last year, which may mean that they come down more cautiously than normal
in August. There are also signs that the biggest price hikes may now be behind us, and
producer prices have slowed in recent months. On the other hand, we expect services
inflation to remain high due to stronger wage growth, and airfares look likely to rise
further. We therefore expect core inflation to climb to 6.6% y/y in August.
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We expect inflation of 3.0% in August
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Scandi update

Denmark - Pharma takes a negative turn while the rest of the
industrial sector continues to slow.

Industrial production fell some 10% between June and July, with the main reason being the
pharmaceutical industry and especially Novo Nordisk, which is now so big that fluctuations
here can shift the overall figure substantially. However, if we compare with July 2022,
production is still 17% higher. Looking at industrial production ex. pharma, the decline was
1.7% between June and July, with production down 15% year-on-year. The trend has been
downward throughout the year, and this looks set to continue. One reason is a lower
production of wind turbines, but looking at the broader picture, goods are in a global slump,
with many consumers in Denmark’s export markets shifting their consumption towards
experiences rather than physical goods.

Some 215 active companies went bankrupt in August (seasonally adjusted), a decline of
20% relative to July. One reason for the fall was relatively fewer closing up shop because
of repayments on VAT loans. In August, such companies accounted for 26.4% of
businesses that collapsed, which is the lowest percentage since October 2021. Taking a
longer perspective, the number of bankruptcies from January to August 2023 is, however,
still up 19% on January to August 2022. Given the general slowdown and the high level of
interest rates, we should therefore expect more bankruptcies going forward.

FX intervention numbers from Danmarks Nationalbank for August also arrived in the past
week. As expected, the central bank did not intervene, as the EUR/DKK cross has been
stable around the central parity rate. FX reserves increased by DKK3.6bn due to the
government raising a loan abroad for DKK1.8bn and Danmarks Nationalbank making net
foreign currency purchases of DKKZ1.8bn.

Foreign trade figures showed exports increasing slightly in July while imports fell a little,
which does not reflect the marked decline in industrial production during the same month.
However, gaining full insight is difficult, as the trade figures are not adjusted for price
changes.

Attention is probably more on the current account, which so far has produced a massive
surplus, though Statistics Denmark has shaved a little of the top by revising the surplus
down by DKK13.2bn in H1 23, though to a still very solid DKK168.4bn. Looking at the
July figures alone, that equates to a current account surplus of roughly 11% of GDP

Sweden - While inflation persists, the economy remains viable

The current account in Q2 widened slightly in comparison to last year which is at least to
be expected with the weak development of the SEK recently in mind. Swedish service PMI
is losing pace, new figures for August show 49 from 53.4. At the same time, price pressure
is increasing from the service sector which has been a headache for the Riksbank for a long
time showing to be extra stubborn. Housing prices remained the same m/m for August
while apartments prices dropped by 1%. Sweden continues to follow the global recovery
trend in the housing market while it is still noticeable that Sweden manages it when taking
the country’s relative interest rate sensibility into account. The GDP indicator increased by
0.5% in July m/m clearly beating expectations thanks to increased production in the
business sector as the production value index increased by 0.3% and household
consumption increased 0.5%. The highly bespoken GDP indicator number for June also
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Industrial production fell 10% from
June to July

170 -Index (2015 = 100)
160 - Denmark
150 -
140 -
130 -
120 -
13l@ =
100 - Excl. pharmaceuticals
90 y - 90

| | | |
15 16 17 18 19 20 21 22 23

Index (2015 = 100)- 170

Industrial production, Manufacturing

Source: Danske Bank, Statistics Denmark,
Macrobond Financial

Stable development for Swedish economy

110 -Index (2019 = 100} Index (2019 = 100} - 110
8 Sweden 52

Production value Hours worked = 93

Household consumption _ g8

20 21 22 23

Remark: Own seasonal adjustment
Source: SCB, Danske Bank calculations

https://research.danskebank.com




Weekly Focus

got revised from -1.4% to -0.5%. As we expected the worries that Sweden’s economy was
falling into a deep recession when the numbers dropped was too exaggerated and Sweden’s
economy remains stable relative to the countries in its proximity.

Norway - Higher rates taking toll on housing market

Housing prices fell 0.6% in August and are now around the same level as at the beginning
of 2022. Higher mortgage rates are the most obvious reason for the downturn, but the boost
from the relaxation of the mortgage rules before Christmas last year is probably coming to
an end, and there is also now a better balance between supply and demand. With mortgage
rates set to climb even higher in the wake of further policy rate hikes in August and
September, we expect the downward pressure on prices to persist. This will be exacerbated
by the rise in the number of properties on the market having pushed the stock-to-sales ratio
to its highest level since 2010 (barring March 2020). We therefore expect prices to remain
weak certainly for the rest of this year and maybe well into 2024.
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Slacker housing market
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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 yield vs EUR vs USD vs DKK vs NOK vs SEK
usD* 07-Sep 5.50 - 490 3.99 093 - 6.97 10.72 11.15
+3m 5.50 - 450 371 093 - 6.96 11.03 10.75
+Bm 5.50 - 421 8158 094 - 7.02 1094 1094
+12m 5.00 - 3.85 3.35 097 - 7.23 1087 11.36
EUR 07-Sep 3.75 3.77 369 317 - 107 7.4591 11.47 1192
+3m 4.00 399 347 3.08 - 1.07 7.4450 11.80 1150
+B6m 4.00 399 3.27 293 - 1.06 7.4450 11.60 11.60
+12m 3.75 3.56 3.00 2.85 - 1.03 7.4500 11.20 11.70
JPY 07-Sep -0.10 - - - 0.006 0.007 4.74 7.28 7.57
+3m -0.10 - - - 0.007 0.007 490 7.77 757
+6m 0.10 - - - 0.007 0.008 5.32 8.29 8.29
+12m 0.10 - - - 0.007 0.008 5.56 8.36 8.74
GBP* 07-Sep 5.25 - 547 441 117 1.09 8.70 1337 1390
+3m 5.50 - 5.30 4.22 1.15 1.23 8.56 1356 1322
+Bm 5.50 - 4.96 409 1.14 1.20 846 13.18 13.18
+12m 5.00 - 460 3.95 1.14 1.17 847 12.73 13.30
CHF 07-Sep 1.75 - - - 105 112 7.80 12.00 1248
+3m 200 - - - 1.05 1.13 7.84 1242 1211
+6m 2.00 - - - 1.06 1.13 792 12.34 12.34
+12m 200 - - - 1.06 1.10 793 1191 1245
DKK 07-Sep 3.35 3.82 3.80 3 0134 0.143 - 1.54 1.60
+3m 3.60 3.99 362 3.23 0.134 0.144 - 158 1.54
+6m 360 399 342 3.08 0.134 0.142 - 1.56 1.56
+12m &E9 3.56 3.15 3.00 0.134 0.138 - 150 1.57
SEK 07-Sep 3.75 405 400 3.32 0.084 0.090 063 0.96
+3m 4.00 4.10 3.80 307 0.087 0.093 065 103
+B6m 4.00 3.80 3.34 2.88 0.086 0091 064 1.00
+12m 3.50 324 3.00 2.85 0.085 0.088 064 0.96 -
NOK 07-Sep 4.00 4.80 4.96 416 0.087 0.093 065 - 1.04
+3m 4.25 4.75 4.22 381 0.085 0091 063 - 097
+6m 4.25 4.74 3.98 363 0.086 0091 064 - 1.00
+12m 3.75 4.17 3.70 345 0.089 0.092 0.67 - 1.04

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

Commodities
2023 2024 Average
07-Sep Q1 02 Q3 04 Q1 02 a3 a4 2023 2024
ICE Brent 30 82 78 80 80 80 80 80 80 80 80

Source Danske Bank
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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.
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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 (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’); (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: 8 September 2023, 13:45 CET
Report first disseminated: 8 September 2023, 14:00 CET
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