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Geopolitics and inflation spark volatility in the markets

Risk sentiment remained shaky over the past week as markets digested a mix of
renewed geopolitical worries, mixed data on inflation and cautious signals from the
central bankers. The conflict between Israel and Hamas has quickly escalated into the
worst bloodbath in 50 years on both sides. Hamas’s attacks are estimated to have caused
1300 casualties, most of which civilian, while Israel has begun a massive counteroffensive
towards Gaza in response. Possible involvement of the Iran-backed Hezbollah remains a
key worry, although many of the surrounding Arab nations, including Qatar and Egypt,
have so far pushed to avoid further escalation. As both Israel and Iran are small natural gas
exporters, and the production of the former has already been affected, European natural gas
prices rose by around 40% this week. Oil markets have remained calmer, dampened by
cooling demand and spare production capacity especially in Saudi Arabia. Read our early
take on the outlook from Monday: Geopolitical radar - Extra edition: Fauda - what to
expect from chaos in Israel? 9 October.

On the data front, US September CPI surprised to the upside for the second month in
a row. Headline CPI rose by 0.4% m/m (consensus 0.3%), while core CPI was better in
line with expectations at 0.3% m/m (consensus 0.3%). Shelter inflation (+0.65% m/m; Aug
+0.29%) accelerated against expectations, even though more timely rental price indices still
point towards moderating inflation. Health care prices, which are distorted by lagged
estimation of health insurance premiums, contributed to the upside surprise as well.
Excluding the two categories, core services inflation cooled in m/m terms, which is a
positive signal of moderating underlying inflation for the Fed. We still believe rate hikes
are already over in the US, which remains the base case for the markets as well. We
discussed the mixed data in more detail in our monthly Global Inflation Watch, 13 October.

While equity and credit markets remained relatively stable, longer-dated US vyields rose
towards the end of the week and broad USD appreciated. Besides the CPI print, weak
demand on 3y, 10y and 30y UST auctions played a role, as persistent budget deficits seem
to remain a key worry for markets even amid the uncertain economic outlook. In any case,
central bankers have sounded increasingly cautious about hiking rates further in an
environment where financial conditions have tightened markedly since summer.
September meeting minutes from both the ECB and the Fed also flagged growing worries
about the risk of overtightening monetary policy.

Next week, the focus will turn to economic data. US retail sales are expected to signal
weakening consumer demand after early credit card data and leading services PMI
components fell in September. In Europe, German October ZEW index will provide hints
on the latest investor sentiment amid higher uncertainty, and final September HICP data
will give more detailed insight into inflation drivers. In UK, focus will be on both labour
market and inflation data. The latest KPMG and REC report on jobs pointed towards
cooling wage inflation, while markets will keep a close eye on if the August downtick in
price inflation was just a one-off. In China, Q3 GDP is expected to come out around 1.0%
g/g, which would pave way for the government to meet its growth target of 5%.

Important disclosures and certifications are contained from page 8 of this report.
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Scandi market movers

2]

In Denmark, we are scheduled to receive wage earner employment figures for August
on Thursday next week. Employment was largely unchanged between June and July,
with just 200 finding work. We expect the low level of job growth to continue for a
little while and then reverse into a modest decline in employment towards the end of
2023 and into 2024. The unemployment rate remained at 2.9% in September, with the
Danish economy ex. pharma now in recession, though wages are growing. Denmark’s
labour market has proved robust despite the slowdown, with no decline in employment
so far. We see this as reflective of the recession hitting industry and to some extent
construction hardest, whereas the more labour-intensive service sector remains
buoyant.

Property website ‘Boligsiden’ is due to release housing market activity figures on
Thursday, too. Housing sales have been rising every month since November 2022
(seasonally adjusted), and we see scope for a further increase in the near term.
Considering how much interest rates have risen, the housing market has proved
remarkably robust. More subdued energy prices and inflation along with
unemployment remaining low are probably the reasons. Looking further ahead, we see
positive impulses from the restoration of consumer purchasing power, though high
interest rates and the gradual deterioration of the labour market will be headwinds.

Sweden has a quiet week ahead on the data release front. The only significant release
is Statistics Sweden’s Labour Force Survey for September and Q3. The past four
months’ unemployment numbers have been highly volatile and varied between 7.2%
and 8%. As it recoiled in August to 8%, we now expect unemployment to drop. Last
week, the Public Employment Service Office published its own unemployment number
for registered unemployed people which increased two months in a row for the first
time in a year. However, registered unemployment is rising only at a modest pace (up
from 6.3% in July to 6.4% in September). This is way too early for the increase to be
seen as negative trend breaking. Instead, it should be interpreted as the labour market
normalizing. The numbers were accompanied by somewhat ominous indications for the
labour market, as new vacancies declined and redundancy notices increased, which,
some speculate, indicates a turnaround in the hitherto robust Swedish labour market.
However, looking through a broader perspective, we question this negative narrative as
new vacancies remain in line with the long run trend despite the decline because of its
relatively small magnitude comparing to the massive increase after the lockdown. Also,
worth noting that redundancy notices does not increase relatively at the same pace as
new vacancies, showcasing the long-term trend of increasing flexibility of the labour
force and voluntary resignations.

There are no market movers in Norway next week.
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New vacancies dropping in Sweden
although not alarmingly
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Scandi update

Denmark - Inflation falls to 0.9% in September, largely due to
base effects from lower energy prices

Inflation in Denmark printed at 0.9% in September compared to the same month last year
— 50 a hefty decline from 2.4% in August. The fall was largely driven by base effects, as
energy prices, especially for electricity and gas, were extremely high in September last
year. Barring a further significant decline in energy prices, inflation therefore looks set to
slowly but surely start rising again. That being said, there are signs that underlying price
pressures are easing. Seasonally adjusted, ex. energy and food prices were more or less
unchanged between August and September — and given the ongoing slowdown, businesses
will find it difficult to keep hiking prices. On the other hand, wage growth is accelerating,
with major pay rises scheduled for all the way into 2025, which would tend to pull inflation
up. All in all, we have pencilled in inflation at 4% for 2023.

Exports rose by 0.8% between July and August, led by exports of goods produced outside
Denmark, and especially goods sold to the US, which so far in 2023 has been the largest
buyer of Danish exports. Denmark sells a great deal of pharmaceuticals to the US, plus the
US economy has been rock solid so far this year.

Denmark’s current account surplus remains impressive but has now fallen for three months
in a row. The decline was due to a reduced surplus on goods that cross the Danish border.
However, these figures do not detract from the Danish current account surplus still being
among the global elite and in fact at the level of the oil-producing nations. Novo Nordisk
is of course a major reason for the surplus, but even without Novo Nordisk, Denmark
produces much more than it consumes.

Jobless numbers rose by 300 between August and September, according to the
unemployment indicator from Statistics Denmark. So, a relatively modest increase that
indicates the labour market remains robust despite the Danish economy being in recession.
Note, though, that these are preliminary figures and can change.

September saw 265 active companies go bankrupt (seasonally adjusted), an increase of
21.6% on August, though the statistic fluctuates considerably from month to month.
Looking at the underlying trend, an average of around 250 companies a month have gone
under in 2023, which is a relatively high number. The reason is the slowdown the Danish
economy is currently experiencing. Nevertheless, the trend has been slightly down,
doubtless because most companies heading for bankruptcy due to VAT loan repayments
have now collapsed.

Sweden - September inflation set-back

September inflation turned out much higher than we expected, above market expectations
and more importantly, higher than Riksbank’s forecasts, see withstanding table. The
deviation from our own forecast suggest it was caused by recreation (+0.2 p.p.), partly
charter packs, partly recreation goods, and by furniture/household goods. Charter prices
have been very volatile past couple of years and might fall back in October. The increase
in recreation and household goods, however, might be driven by SEK depreciation and is
hence unlikely to reverse back. Overall, the outcome raises the probability that Riksbank
may have to hike the repo rate yet again in November, however, note that there will be
another inflation print ahead of that meeting that may mitigate the impression of the
September outcome.
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Inflation fell to 0.9% in September
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Sweden: Too high September inflation
raises odds for further Riksbank hike
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Note also August GDP, consumption and production data together with previously released
net goods exports and hours worked points to a rising Q3 GDP after the slump in Q2. It
seems as if demand indicators like net exports, consumption and retail sales are recovering
while supply indicators like production and hours worked is falling, giving a positive net
+0.2 % gain for GDP on a 3m/3m % basis. Hence, this appears to support our view that the
outlook is improving cautiously.

Norway - surprising fallin inflation

Inflation fell by more than expected in September. Headline inflation fell to 3.3%, the
lowest rate since January of last year, driven by lower electricity prices. Core inflation fell
from 6.3% to 5.7%, also well below expectations. The rate is also considerably lower than
Norges Bank’s estimate of 6.1% provided in its September monetary policy report, and the
market has responded by lowering expectations for a rate hike in December to less than a
50% probability. This seems reasonable assuming the trend of slowing growth and inflation
will continue, and is further supported by the somewhat lower-than-expected GDP growth
rate in August.
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Inflation Tower than expected
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Calendar - 16-20 October 2023
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Source: Danske Bank
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Macroeconomic forecast

Macro forecast. Scandinavia

Private Public Fixed Ex- Im- Infla- Wage Unem- Pubtic Public Current

Year GDP? cons.! cons.! inv.! pcu‘ts1 por‘ts1 tion* grow‘:h1 pk:nym2 budget3 debt® acc>
Denmark 2022 2.7 -16 -2.8 32 108 6.5 7.7 36 26 34 29.7 130

2023 1.7 0.1 02 -52 6.7 0.8 40 4.3 29 21 27.7 125

2024 12 16 15 0.7 1.7 1.7 32 56 32 10 26.0 125
Sweden 2022 29 1.9 00 6.2 70 9.3 84 25 7.5 0.7 31.0 3.7

2023 00 -16 2.2 -08 25 0.7 84 40 75 -04 290 47

2024 1.7 1.7 15 20 30 2.9 1.8 3.3 7.8 -0.8 29.0 4.7
Norway 2022 38 6.9 0.1 4.3 59 9.2 58 43 18

2023 12 -1.7 14 05 40 30 58 54 1.9

2024 14 12 10 40 20 16 25 44 2.3

Private Public Fixed Ex- Im- Infla- Wage Unem- Pubtic Public Current
Year GDP* cons. cons.! inv.! ports1 por‘ts1 tion* gr‘owth1 p]oymE budget3 debt® acc?
Euroarea 2022 34 4.3 14 29 72 81 84 31 6.7 -36 915 -09
2023 05 01 -0.7 05 1.7 10 55 53 6.5 -3.2 90.0 13
2024 0.8 11 10 05 20 20 26 45 6.8 -2.6 89.1 1.7
Finland 2022 16 1.7 08 32 3.7 85 7.1 24 6.8 -0 733 -25
2023 -0.2 -0.2 30 -50 -0.5 -30 65 40 7.2 -2.8 723 -40
2024 0.8 10 05 10 15 1.5 23 34 7.0 -2.7 734 -30

Macro forecast. Global

Private Public Fixed Ex- Im- Infla- Wage Unem- Pubtic Public Current

Year GDP* cons. cons.! inv.! ports’ ports® tion* growth1 p]oym2 budget3 debt® acc>
USA 2022 19 25 -09 13 7.0 86 80 53 36 -55 1233 -39

2023 1.9 1.9 35 -0.7 -0.3 -4.2 4.2 41 36 -54 1236 -3.1

2024 06 -02 2.7 32 -4.0 -1.3 2.3 32 41 -58 1254 -2.8
China 2022 30 2.8 - 40 - - 20 - 55 -75 77.1 23

2023 48 65 - 45 - - 0.8 - 52 -75 8238 14

2024 4.2 50 - 38 - - 1.2 - 51 -75 87.4 10
UK 2022 42 - - - - - 9.0 - 3.7

2023 04 - - - - - 76 - 43

2024 04 - - - - - 2.9 - 46

Source: OECD and Danske Bank. 1] % y/y. 2) % contribution to GDP growth. 3] % of labour force. 4] % of GDP.
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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
usbD* 12-Oct 5.50 - 496 430 095 - 707 1095 10.96
+3m 5.50 - 474 394 093 - 6.96 11.03 1084
+B6m 5.25 - 434 3.65 094 - 7.02 11.04 11.04
+12m 475 - 3.95 345 097 - 7.23 11.07 1146
EUR 12-Oct 4.00 392 3.76 3.32 - 1.06 7.4568 11.55 11.57
+3m 4.00 395 3.55 3.10 - 1.07 74450 11.80 1160
+B6m 4.00 3.78 3.35 295 - 1.06 74450 11.70 11.70
+12m 3.50 3.30 3.00 2.80 - 1.03 74500 1140 11.80
JPY 12-Oct -0.10 - - - 0.006 0.007 472 7.31 7.32
+3m -0.10 - - - 0.007 0.007 490 7.77 763
+6m 0.00 - - - 0.007 0.008 5.32 8.36 8.36
+12m 0.00 - - 0.007 0.008 5.56 851 8381
GBP* 12-Oct 525 - 5.10 428 1.16 1.10 863 1337 13.39
+3m 525 - 5.00 404 1.15 123 8.56 13.56 13.33
+6m 525 - 469 3.95 1.14 1.20 8.46 13.30 13.30
+12m 475 - 430 3.75 1.14 117 847 1295 1341
CHF 12-Oct 1.75 - - - 1.05 1.10 7.80 12.08 12.10
+3m 1.75 - - - 1.05 113 7.84 1242 1221
+6m 1.75 - - - 1.06 1.13 7.92 1245 1245
+12m 125 - - - 1.06 1.10 7.93 12.13 1255
DKK 12-Oct 3.60 3.96 3.87 347 0.134 0.142 - 155 155
+3m 3.60 4.00 3.70 3.25 0134 0.144 - 1.58 1.56
+B6m 3.60 3.83 3.50 3.10 0134 0.142 - 157 157
+12m 3.10 3.35 3.15 295 0134 0.138 - 153 1.58
SEK 12-Oct 4.00 4.06 3.86 3.31 0.086 0.091 064 1.00
+3m 4.00 412 3.89 3.25 0.086 0.092 064 1.02
+B6m 4.00 4.10 349 3.00 0.085 0.091 064 1.00
+12m 3.75 3.60 3.10 2.85 0.085 0.087 063 097 -
NOK 12-Oct 425 481 470 4.09 0.087 0.091 065 - 1.00
+3m 425 475 439 384 0.085 0.091 063 - 0.98
+B6m 425 457 4.09 3.65 0.085 0.091 064 - 1.00
+12m 3.75 3.92 3.80 345 0.088 0.090 0.65 - 1.04

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

Commodities
2023 2024 Average
12-Oct Ql 02 03 04 0l Q@ 03 04 2023 2024
ICE Brent 86 82 78 86 80 80 80 80 80 81 80

Source Danske Bank
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(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 () 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.
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