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Weekly Focus

Bond yields increasing

This week, we have seen a significant increase in bond yields in both the US and
Europe. Markets are reducing expectations for rate cuts from central banks, which are now
priced to happen only slowly. This follows signals from the central banks themselves that
they are still ready to combat inflation which remains too high.

In our view, uncertainty over the economic outlook remains large, and we see a
significant risk that the interest rate outlook will have to be adjusted lower again.
There has been a serious tightening of financing conditions both in the US and the euro
area, and the market move towards higher yields is tightening conditions further. Current
market pricing implies a very soft landing for the economy, and history shows that such
expectations are often too optimistic.

On the inflation side, we got the preliminary September data for the euro area, where the
yly inflation rate declined from 5.2% to 4.3%. This decline was largely driven by base
effects, but the m/m increase in both headline and core price indices also declined and
landed close to 0.2%, which is close to consistent with 2% annual inflation. This is a volatile
measure but nevertheless good news for the ECB.

Large government borrowing is also behind the increase in bond yields. This week, we had
downwards revisions to the outlook for public finances in France and Italy, but Germany
lowered its estimated borrowing requirement for this year.

One reason behind higher bond yields could also be expectations of monetary policy
tightening in Japan through an easing of the yield curve control. We agree that this is
likely to happen in the not too distant future, however inflation in Japan slowed from 2.8%
to 2.5% yly in September. The quarterly Tankan business survey due Monday and wage
data Friday will be key to judge the longer term inflation momentum.

In China, property developer Evergrande returned to the headlines with news that it
had missed a bond payment and scrapped creditor meetings. This is not helpful to the efforts
for revitalising home buying and hence the construction part of the economy, and is adding
to concerns over growth. Note that the coming week is the Golden Week holiday in China.

A US government shutdown might be a reality from Monday if the US Congress fails
to either pass a budget agreement or a resolution to continue with the old budget
temporarily. A shutdown would mean a sharp reduction in government spending until it is
resolved and could have a somewhat negative effect on growth if it lasts more than a few
weeks, but it is not a threat to the US meeting its debt payments like the debt ceiling
problem earlier this year was. Also, a shutdown would mean that government statistics such
as the coming week’s job report and job openings are not published, whereas private sector
data such as the ISM and the ADP employment report are not affected. If we do get data, it
could be very important for whether or not the soft landing narrative persists.

On the central bank front, we will get rate decisions in Poland, Australia and New Zealand.

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 in Europe in 2023

e US and euro area headline inflation
set to decline further, but core

inflation to remain sticky

o Fed and ECB palicy rates have
peaked, rate cuts start gradually next

year

Key market movers

e Monday: US ISM manufacturing,

euro area unemployment
e Tuesday: US job openings*

e \Wednesday: US ISM non-

manufacturing, ADP employment
e Friday US job report*

*Will not be published if there is a
shutdown of US government

Selected reading from Danske Bank

o EUR excess liquidity - ECB to speed
up liquidity tightening next year,
September 21

o Market Guide - Near-term risk of
higher EUR/USD, September 25

e Spending Monitor - Retail spending
weakens through first half of
September, September 27
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Scandi market movers

2]

In Denmark, we are expecting the flash estimate for Q3 wage growth from the
Confederation of Danish Employers (DA) on Monday. Wages grew by 3.4% in Q2
2023, reflecting the new collective agreements. However, far from all companies had
implemented the agreed pay rises when the data was collected, plus the increase in the
employer pension contribution was not included. However, these factors will be part of
the Q3 figures, which is why we are expecting a more pronounced increase in wage
costs.

Tuesday should also bring data on Danmarks Nationalbank’s intervention in the FX
market in September. However, the EUR/DKK cross has been stable around the central
parity rate, so we are not expecting the central bank to have intervened in September.

In Sweden Riksbank Minutes is out Monday morning 09.30 CET. We will look for
Board members’ views on the probability for another rate hike and any thoughts about
how long rates need to be high.

September PMI is out Monday and the services ditto on Wednesday. Both NIER
Manufacturing confidence and the German flash PMI was higher in September, hence,
the stage looks set for a slight rebound.

The Debt Office releases the September budget balance. The accumulated difference
vs forecast up to and including August was a hefty SEK 46 bn surplus. The main reason
for this was much smaller than expected payments in August for company electricity
support (SEK 30bn less than assumed), but corporate taxes were also higher than
expected. DO forecasts a SEK 8 bn deficit in September. It seems fair to assume that
delayed payment of electricity support can push that deficit considerably higher.

In Norway, the government will be unveiling its budget for 2024. As usual, we are
mostly interested in how expansionary the budget will be — in other words, how the
proposals would affect economic activity. In a situation where many households and
firms are battling with higher costs and higher interest rates, it would be tempting to
table an expansionary budget. In the current situation, however, with high inflation,
strong activity and a tight labour market, monetary policy is being used actively to limit
growth. This naturally reduces the government’s room to manoeuvre, and so we expect
the budget to be more or less neutral, which would tie in nicely with Norges Bank’s
projections in the September monetary policy report. The government’s estimates for
the non-oil budget deficit and for tax revenue from the oil sector will also give us an
idea of how much currency the central bank will need to exchange for the Ministry of
Finance next year.
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Wage costs rose 3.4% in Q2 2023
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Scandi update

Denmark - GDP growth from Q1 to Q2 revised down to -0.3%.

Statistics Denmark has revised growth from Q1 to Q2 23 down to -0.3% from 0.3%. The
main culprit was an underestimation of imports. Hence, demand was the same or better —
domestic production merely covered a smaller proportion of it. Nevertheless, comparing to
Q2 last year, there was still positive growth of 0.9%, which is decent given the global
slowdown. Much of the growth was driven by the pharmaceutical industry — ignore that,
and the economy actually shrank by 1.5%, which underlines the difficulties faced by the
rest of the economy.

Retail sales rose by 3.9% from July to August (seasonally and price adjusted). This
represents a marked improvement but has to be seen against retail sales falling by a similar
amount between June and July. Compared to the same period last year, retail sales were
down 1%, however, so Danes are generally spending cautiously in the shops.

There were 500 more unemployed in August compared to July in Denmark. That is 200
less than the unemployment indicator pointed to earlier in the month. The unemployment
rate rose to 2.9%, which is also a sign that much of the economy is in recession.

Sweden - Mixed bag of figures with a slightly negative touch

The producer price index for August decreased by 0.7% in August m/m. This also meant -
5.9% yly which marks the biggest y/y decline ever in the dataset since it started being
released in 1990. The decline was mainly led by energy-related products that decreased by
37.5% yly. The most important take-away from the numbers are that front-loaded consumer
inflation at the producer level is now back to the pre-pandemic range, which is consistent
with 2 % inflation target.

Export of goods for July decreased by 4% m/m. While this may at first sight seem to
indicate gloomy prospects for the Swedish export sector, one should instead look at the
situation from broader perspective. August’s trade balance figures dropped far less which
shows that net real goods trade balance instead continues an upward trend suggesting the
impact on GDP will shift from being a drag in Q2 to giving a boost of the roughly the same
order in Q3. Household lending growth decreased to by 0.7% y/y in August where 83% of
the total consisted of mortgages. The current interest rate level affects households as 75%
of all new mortgages in August where had a floating rate, compared to 34% in March 2022.

NIER’s overall September Economic Tendency Indicator rose solely on the back of a
bounce up to the 100 threshold in manufacturing confidence. Measures for all other sectors
fell, mostly in retail trade. Price plans dipped in manufacturing and retail trade but
unfortunately rose in the service sector which remains a major contributor to overall
inflation. Price plans remain too high in retail trade and services to be consistent with 2 %
inflation. To complement the increased unemployment rate number in August (whose
reliability we question), the survey also included labour market indications which do not
support any sudden increase in unemployment as businesses hiring expectations and
households’ personal perceived risk of being unemployed remains almost unaltered at
neutral levels.
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GDP contracted by 0.3% between Q1
and Q2 this year
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Price plans remains too elevated

Net Balance Expected Selling Prices, SA Net Balance
90 - Sweden - 90

70 - Manufacturing

50 - Service Sectors  petail Trade

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

Source: NIER

https://research.danskebank.com




Weekly Focus

Norway - Spending levelling off

Spending levelling off

Retail sales fell further in August and have moved more or less sideways in recent months. 1150 - Index Norway ndox - 1150
Negative real wage growth and ever higher mortgage rates are currently massive headwinds 1125- -1125
for households and will remain so for the rest of the year. On the other hand, unemployment 1100~ - 1100
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is still low despite edging up. The jobless rate was unchanged at 1.9% in September, as the L050- 1050
rise in the number of people out of work over the spring and summer largely stalled. The 1025 - -1025
number of new job openings is still high but creeping down, which may be a sign that 1000~ Retail sales - 1000
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Calendar - 2-6 October 2023

During the week
Sat 30 CNY
Sat 30 CNY
Sun 01 CNY

PMI manufacturing
PMI non-manufacturing

Caixin PMI manufacturing

Index
Index

Index

Consensus
501
516
51.2

revious
49.7
510
51.0

Sun 01 CNY  Caixin PMl service Index Sep 52.0 51.8
Monday, October 2,2023 Period Danske Bank Consensus Previous

1:50 JPY
1:50 JPY
2:30 JPY
830 SEK
9:15 ESP
945 ITL
9:50 FRF
955 DEM
10:00 NOK
10:00 EUR
10:30 GBP
11:00 EUR
15:30 CAD
1545 usb
16:00 usop
16:00 usb
17:00 usb
17:00 usb
19:30 UusbD

Tankan large manufacturers index (outlook)

Tankan large non-manufacturers index (outlook)

Nikkei Manufacturing PMI, final
PMI manufacturing

PMI manufacturing

PMI manufacturing

PMI manufacturing, final

PMI manufacturing, final

PMI manufacturing

PMI manufacturing, final

PMI manufacturing, final
Unemployment

RBC manufacturing PMI
Markit PMI manufacturing, final
Construction spending

ISM manufacturing

Fed chair Powell speaks

Fed's Harker speaks

Fed's Williams speaks

Index
Index
Index
Index
Index
Index
Index
Index
Index
Index
Index
%
Index
Index
m/m

Index

3rd quarter
3rd quarter

60
240

460
45.7
436
398

434
442
64%

489
06%
47.8

50|90
23.0[20.0
486
45.8
485
454
436
398
514
434
442
6.4%
480
489
0.7%
476

Tuesday, October 3,2023

> usb
5:30 AUD
8:30 CHF
11:00 NOK
16:00 usb
17:00 DKK

Total vechicle sales

Reserve Bank of Australia rate decision

CPI
House Price data
JOLTS Job openings

Currency reserves

m
%
m/mly/y
m/m
K
DKK bn

Danske Bank Consensus
154
4.10% 4.10%
0.1%|1.8%
-0.50%
8900

Previous
1504
4.10%
0.2%|1.6%

8827|8827
606.4

Wednesday, October 4,2023

> PLN
2:30 JPY
3:00 NZD
8:30 SEK
S:15] ESP
945 ITL
9:50 FRF
S:55] DEM
10:00 EUR
10:00 EUR
10:00 EUR
10:30 GBP
11:00 EUR
11:00 EUR
1415 usb
1545 usb
16:00 usb
16:00 usb
16:25 usbp
16:30 usD

Polish central bank rate decision
Markit PMI services, final

Reserve Bank of New Zealand [cash rate decision)

PMl services

PMl services

PMl services

PMi services, final

PMl services, final
ECB's Lagarde speaks
PMI composite, final
PMI services, final

PMl services, final

PPI

Retail sales

ADP employment
Markit PMI service, final
Core capital goods orders, final
ISM non-manufacturing
Fed's Bowman speaks

DOE U.S. crude oil inventories

Thursday, October 5,2023

845 FRF
10:30 GBP
14:30 usb

Industrial production
PMl construction

Trade balance

%
Index
%
Index
Index
Index
Index

Index

Index
Index
Index
m/mly/y
m/mly/y
1000
Index
%

Index

m/mly/y
Index
usD bn

Danske Bank Consensus

5.75% 5.75%

5.50% 5.50%

495
500
439
498

47.1
484
472

-11.7%|..

-0.3%|-05%
150
502

535

Consensus
-0.3%|..
500
-65.2

Previous
6.0%
83
5.50%
480
483
498
439
488

47.1
484
472
-7.6%|-0.5%
-02%|-1.0%
177
50.2
0.9%
545

-2169
revious
0.8%|2.7%
508
-65.0

14:30 USD__ Initial jobless claims 1000 204
Fr‘iday, October 6, 2023 Danske Bank Consensus revious

1:30 JPY
6:.00 SEK
7:00 JPY
745 CHF
800 SEK
800 NOK
8:00 NOK
8:00 DEM
8:00 DKK
9:00 CHF
14:30 CAD
14:30 usb
14:30 usb
14:30 usbp
21:00 usb

Labour cash earnings

Maklarstatistik Swedish housing price data

Leading economic index, preliminary
Unemployment

Budget balance

Manufacturing production
Industrial production

Factory orders

Industrial production

Foreign Currency Reserves

Net change in full time employment
Unemployment

Average hourly earnings, non-farm
Non farm payrolls

Consumer credit

Source: Danske Bank
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Index
%
SEK bn
m/mly/y
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m/m
CHF bn
1000
%
m/mly/y
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usD bn

Aug

1.5%

1091
2.1%
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0.3%|4.3%
140 170
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Macroeconomic forecast
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Im-
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-30
1.5
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-4.2

-13
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tion*

7.7
40
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84
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18

58
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25
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7.1
6.5
2.3

Infla-
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36
43
56

25
40
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24
40
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34
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-26
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-54
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-75
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debt®
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27.7
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874

Current
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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
usD* 28-Sep 550 - 5.06 4.37 095 - 7.06 10.73 1095
+3m 550 - 4.73 3.93 093 - 6.96 11.03 1084
+B6m 525 - 4.33 3.63 094 - 7.02 11.04 11.04
+12m 4.75 - 3.95 345 097 - 7.23 11.07 11.46
EUR 28-Sep 4.00 393 3.89 349 - 1.06 74575 11.34 1157
+3m 4.00 395 3.53 3.09 - 1.07 74450 11.80 11.60
+6m 4.00 3.82 3.34 294 - 1.06 74450 11.70 11.70
+12m 350 3.34 3.00 2.80 - 103 74500 1140 11.80
JPY 28-Sep -0.10 - - - 0.006 0.007 4.73 7.18 7.33
+3m -0.10 - - - 0.007 0.007 490 7.77 7.63
+6m 0.00 - - - 0.007 0.008 5.32 8.36 8.36
+12m 0.00 - - 0.007 0.008 556 851 8.81
GBP* 28-Sep 525 - 5.28 444 1.15 1.09 861 13.09 13.36
+3m 525 - 498 404 1.15 1.23 8.56 1356 13.33
+6m 525 - 468 3.94 1.14 1.20 846 13.30 13.30
+12m 4.75 - 4.30 3.75 1.14 1.17 847 12.95 1341
CHF 28-Sep 1.75 - - - 1.03 1.09 7.70 11.71 11.95
+3m 1.75 - - - 105 1.13 7.84 1242 1221
+Bm 1.75 - - - 1.06 1.13 7.92 1245 1245
+12m 1.25 - - - 1.06 1.10 793 12.13 1255
DKK 28-Sep 360 3.98 4.00 364 0134 0.142 - 1.52 1.55
+3m 360 400 368 3.24 0.134 0.144 - 1.58 1.56
+6m 3.60 3.87 349 3.09 0.134 0.142 - 157 157
+12m 3.10 3.39 3.15 2.95 0.134 0.138 - 1.53 1.58
SEK 28-Sep 4.00 418 412 3.58 0.086 0.091 064 0.98 -
+3m 4.00 412 3.88 3.24 0.086 0.092 064 1.02
+Bm 4.00 409 348 2.99 0.085 0.091 064 1.00
+12m 3.75 360 3.10 2.85 0.085 0.087 063 097 -
NOK 28-Sep 4.25 484 495 4.35 0.088 0.093 066 - 1.02
+3m 4.25 4.75 437 3.83 0.085 0.091 063 - 098
+B6m 4.25 463 409 364 0.085 0.091 064 - 1.00
+12m 3.75 3.99 3.80 345 0.088 0.090 0.65 - 1.04

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

Commodities
2023 2024 Average
28-Sep Q1 02 Q03 04 0 02 Q03 04 2023 2024
ICE Brent 93 82 78 80 85 80 80 80 80 81 80

Source Danske Bank
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(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.

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.
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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: 29 September 2023, 14:15 CET
Report first disseminated: 29 September 2023, 14:30 CET
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