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Weekly Focus

Taking cues from economic data again

In the absence of further banking turmoil, it has been relatively calm waters in
financial markets over the last two weeks. VIX volatility has traded at fairly low levels
and yields have started to edge higher again, as focus turns away from risk of a banking
crisis and back to data. Back in risk-on mode we have seen further USD weakening also
supported by soft US data releases.

On balance, US data released during the Easter week was to the soft side with a decline
in job openings and ISM data indicating slowdown in both manufacturing and the service
sector. This does not square well with the more upbeat PMI reading from March, though.
Thus the jury is still out on the current growth momentum. The jobs report was more or
less as expected showing continued elevated wage pressures. Inflation declined in March
taking some of the pressure off consumers, however underlying price pressures remain too
high.

The inflation relief was short-lived, though, as higher oil prices once again dig into
consumers’ purchasing power after OPEC+ announced that they will cut oil production
by more than 1 million barrels per day starting next month. We think weaker USD and
reports that the US could start to rebuild strategic reserves has further driven oil prices to
2023 highs.

Euro area retail sales declined a further 0.8% in February and we continue to see the
picture of a two-speed economy with the service sector being the clear growth driver.
Economic data mostly pointed to an ongoing gradual recovery, see Euro Area Macro
Monitor. In the Nordics, we got more modest core inflation prints in both Denmark and
Sweden, than expected. Particularly Swedish inflation remains way too high, though, and
we continue to expect a 75bp hike later this month.

With a completely new leadership at the Bank of Japan, markets were listening in on
governor Ueda’s speech at an inaugural news conference. He reiterated his intention to
maintain monetary stimulus. This weakened JPY following considerable tailwinds through
March. We do not read too much into Ueda’s message, though, as a move to loosen the
grip on the yield curve cannot be announced beforehand.

Next week, April PMIs will be the key releases from both the euro area and the US.
In the former, services will probably remain the main growth (and inflation) driver for now,
but it will be interesting to see whether manufacturing finally shows some positive spill-
over effects from the Chinese re-opening. The US data will shed some light on economic
activity after a blurry March picture. Generally we look for slow, yet still positive growth
for Q2. From China we get Q1 GDP figures, which will show a post-Covid rebound. We
will also keep an eye on Japanese March inflation figures. Inflation excl. fresh food and
energy, now at 3.5%, has increased steadily for more than a year and has so far reached the
highest level in over 40 years.

Important disclosures and certifications are contained from page 8 of this report.
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Key global views

e Stagnation and periodic
contraction in the US and Europe
during 2023

¢ US and euro area inflation set to
decline further but core inflation
likely to stay elevated

e Rising emphasis on financial
stability risks but more hikes in
store as long as systemic crisis
can be avoided

Key market movers

o Tue: German ZEW index, Chinese
GDP

¢ \Wed: Final EA HICP inflation

e Fri: EA and US flash PMls, Japan
inflation

Selected reading from Danske Bank

e FEuro Area Macro Monitor - Steady
course despite banking sector
jitters, 12 April

e Geopolitical radar - Our new
monthly briefing keeps you up to
date on key geopaolitical
developments, 13 April

o Globadl Inflation Watch - Core
inflation pressures remain
elevated, 13 April

e Euro macro notes - Germany is
falling back into old habits, 14 April
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Scandi market movers

Denmark - First rise in real wages since 2021 as inflation falls
more than expected.

Inflation fell from 7.6% in February to 6.7% in March — the fifth consecutive month of
decline after peaking at some 10.1% in October. The consumer price index dipped by 0.2%
overall between February and March (seasonally adjusted), making March the first time
this year that prices actually fell month-on-month. The decrease in inflation was more
pronounced than expected, which is good news given the somewhat more modest falls of
recent months. The decline was primarily driven by falling petrol and diesel prices, while
gas prices also continued to dampen inflation. Pulling in the opposite direction was another
marked uptick in food prices.

A new 2-year collective agreement was accepted by 79% of private sector workers in the
past week. As employers also voted yes to the deal, some 600,000 Danish workers now
have a new framework in place for the next two years. This also means any fears of major
industrial action in the private sector are now fully allayed. All in all, the agreement delivers
an annual pay rise of 5.5% for the lowest paid.

Private sector wage growth reached 3.1% in Q1 23 when compared to the same quarter the
previous year, according to figures from the Confederation of Danish Employers. Hence,
the pace of wage growth remains modest in Denmark, at least until the new collective
agreements begin to kick in. However, despite the subdued pace of wage growth, real wages
actually increased by 0.2% in Q1 23, which thus marks a turning point for consumers after
the constant erosion of purchasing power throughout 2022.

Unemployment numbers rose by 400 in March, which in reality is close to zero.
Nevertheless, this was the fifth month in a row of rising unemployment and the number of
jobless has now grown by 10,800 over the past year. To us, this confirms the Danish
economy is in a very mild recession.

Danmarks Nationalbank did not intervene in the FX markets in March, which prompts us
to conclude that February’s 15bp widening of the interest rate spread to the eurozone has
so far had the desired effect of slightly weakening the Danish krone (DKK).

Denmark’s current account surplus grew a little in February after being on a gradual
downward trend since August last year, when historically high freight rates led to a
considerable surplus being generated from shipping. As shipping prices have fallen, so the
current account surplus has declined to less extreme levels, though it remains very large.

Some 289 active Danish companies went under in March (seasonally adjusted). That is
7.5% more than in February and means the trend towards a high number of bankruptcies
continued in March.
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Inflation fell from 7.6% to 6.7% in
March, which was more than expected
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Sweden - Core inflation peaked, lowered call on Riksbank

Both CPI and CPIF inflation have passed the peak several months ago. With the March
outcome it became clear that February (most likely) marked the peak for core inflation. The
print was quite a bit lower than we expected. The main deviations among the core
components were by far recreation and to a smaller extent food and hotels/restaurants.
There was only minor upside surprises.

Riksbank focuses on core inflation and the deviation compared to its forecast was still a
huge 1.4 percentage points in March, an increase compared to February. As Riksbank did
contemplate a 25-50 bp rate hike in April based on its by now well overshot forecast a
bigger hike than 25 bp is definitely on the cards. However, given that core inflation appears
to be turning lower, joining headline, we no longer feel that a 75 bps hike is justified. Hence,
we adjust our call to a 50 bp hike in April, standing pat on another 50 bp by the end of June.

Norway - Growth slowing

Mainland GDP fell 0.2% m/m in February, driven by weak growth in investment and net
exports. We can now see clear signs of a slowdown in economic activity behind the
monthly variations. As shown by the chart, mainland GDP has moved more or less
sideways since September, and capacity utilisation is probably set to fall. Looking ahead,
we expect the effects of higher interest rates to put a further damper on demand, and growth
will be lower than normal. This probably spells slightly higher unemployment, but will also
help ease inflationary pressures.
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Sweden: March core inflation suggest
the peak is passed
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Scandi update

41

In Denmark, figures for the number of home sales in March are due on Wednesday.
Home sales have risen month by month here in early 2023 but remain low overall.
However, compared to the very weak state of the housing market at the end of 2022,
the picture now looks considerably brighter overall. We see a very real possibility that
the number of home sales rose further in March.

Thursday is scheduled to bring April’s consumer confidence figures, and we are
expecting a rise to -21 from -23 in March. Consumer confidence has been on an upward
trajectory since bottoming out in October but remains very low in a historical context.
That the figures nevertheless continue to point in the right direction should be seen
against the decline in energy prices over the winter and the fact that inflation is
generally no longer rising but, rather, falling slightly.

February’s wage earner employment figures are set to arrive on Friday. The number of
people in work rose by 4,400 in January compared to December (seasonally adjusted)
— the largest month-on-month increase since August. The jump in January came as
something of a surprise, as the message from companies was that employment was set
to move in the opposite direction. Part of the explanation may be that many companies
are still experiencing a labour shortfall and are ready to hire those who lose their jobs
elsewhere. However, it may also just be that the economy is stronger than we and the
business community assume. We still expect to see employment weaken slightly in the
course of 2023.

Statistics Denmark is scheduled to release Danish business confidence figures for April
on Friday. There were clear signs of a pickup in the March figures, even if the overall
picture remained negative. Retailers, in particular, were much less downbeat compared
to the previous month, with revenue expectations for the coming months shifting from
negative into clearly positive territory.

There are no market movers in Sweden in the coming week.

In Norway, manufacturers are still battling with weak final demand, rising prices and
larger stocks than normal. All leading industrial indicators are pointing to a further
decline in activity, and the PMI has fallen in recent months. There is an upswing under
way in oil services, however, driven by increased investment in the Norwegian sector.
We suspect that this is not being captured adequately by the PMI, so it will be
interesting to see if Statistics Norway’s business tendency survey shows the same trend.
It will also be worth keeping an eye on the central pay talks, where the deadline is
Saturday night. We expect the two sides will ultimately agree on a settlement equivalent
to wage growth of around 5% this year, but we cannot rule out the possibility of strikes
from Sunday.
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We expect still low but increasing
consumer confidence in April
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Calendar-17-21 April 2023
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Macroeconomic forecast

Macro forecast. Scandinavia
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China 2022 30 2.8 - 45 - - 20 - - -75 77.1 2.3

2023 55 52 - 6.2 - - 2.2 - - -6.9 824 14
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Financial forecast
Bond and money markets
Keyinterest 3minterest 2-yr swap 10-yr swap Currency Currency Currency Currency Currency
rate rate yield vield vs EUR vs USD vs DKK vs NOK vs SEK
usb 14-Apr 5.00 525 425 342 1106 - 6736 10314 10254
+3m 525 540 5.10 3.85 104.0 - 7156 10769 1057.7
+6m 525 540 490 365 1020 - 7299 10588 1098.0
+12m 525 5.00 4.70 345 1020 - 7304 10392 11176
EUR 14-Apr 3.00 3.18 346 2.99 - 1106 745.1 11409 11343
+3m 375 413 345 325 - 104.0 744.3 11200 1100.0
+6m 4.00 416 320 3.10 - 1020 7445 1080.0 11200
+12m 4.00 4.06 3.00 2.90 - 1020 7450 1060.0 11400
JPY 14-Apr -0.10 -0.03 - - 1205 1325 6.18 947 941
+3m -0.10 - - - 1300 1250 573 8.62 846
+6m 0.10 = = = 127.5 1250 584 847 8.78
+12m 0.10 - - 1275 1250 5.84 831 894
GBP* 14-Apr 4.25 - 4.27 351 884 1252 8430 1290.8 1283.3
+3m 450 410 3.40 880 1182 845.7 1272.7 12500
+B6m 450 410 340 880 1159 846.0 1227.3 1272.7
+12m 4.25 3.90 3.30 880 1159 846.6 1204.5 12955
CHF* 14-Apr 1.50 - 1.86 1.97 98.2 88.7 759.1 11624 11556
+3m 1.75 - - - 980 94.2 7594 11429 11224
+6m 1.75 - - - 970 95.1 7675 11134 11546
+12m 1.75 - - - 970 EELIL 768.0 10928 11753
DKK 14-Apr 260 329 362 3.13 745.10 673.56 - 153.12 15223
+3m 3.35 3.77 360 340 744.25 71563 - 15049 147.80
+6m 360 385 B 325 744.50 729.90 - 145.06 15044
+12m 360 384 3.15 305 745.00 730.39 - 14228 153.02
SEK 14-Apr 3.00 349 349 2.84 11343 10254 65.7 1006 100.0
+3m 400 4.15 365 3.00 11000 1057.7 67.7 101.8
+B6m 4.00 440 3.30 2.80 11200 1098.0 66.5 96.4
+12m 4.00 400 3.00 2.75 11400 11176 654 930 -
NOK 14-Apr 3.00 3.67 3.74 3.20 11409 10314 653 1000 994
+3m 3.50 344 345 3.15 11200 10769 66.5 - 98.2
+6m 3.50 3.37 320 2.85 1080.0 1058.8 689 - 103.7
+12m 3.25 3.20 3.05 2.80 1060.0 1039.2 70.3 - 107.5

*Notes: GBP swaps are SONIA and CHF swaps are SHARON.
We have updated our Norges Bank forecasts after yesterday's Norges Bank meeting but not yet our Norwegian yield outlook

Commodities
2023 2024 Average
14-Apr Q1 02 03 04 0 0 Q03 04 2023 2024
ICE Brent 86 87 S0 85 80 80 80 80 80 86 80

Source Danske Bank
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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: 14 April 2023, 13:45 CET
Report first disseminated: 14 April 2023, 10:00 CET
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