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Riksbank - December 2024 -:|

Riksbank - 25bp cut but a hawkish message
We now expect two cuts in March and June to 2.0% (previously 1.75%]

* As expected, The Riksbank cut the policy rate by 25bp to 2.50%, but in terms of the Rjksbank Signa's one more cut in either January or March
outlook the message was hawkish in relation to our expectations and compared to

market pricing. The Riksbank is signalling that it plans to cut once more during H1 25 Market pricing Danske Bank forecast ~ Riksbank Dec24 MPR
(we expected 1-2 cuts in guidance) and looking at the rate path the probability seems
rather evenly distributed between the January and March meetings. The end point of  annoucement date | '™P'e¢ Level Change Level Implied Level
2.25% in the rate path was unchanged compared to September and again higher than Change change
. . . 2024-12-19 -0.25 2.50 -0.25 2.50 -0.25 2.50
we envisaged at this point (2.10%).
2025-01-29 -0.13 2.37 0.00 2.50 -0.14 2.36
» QOverall, the Riksbank forecast seems a bit on the optimistic side. As the economy 2025-03-20 -0.12 2.25 -0.25 2.25 -0.11 2.25
remains weak [‘mild recession’), with a negative GDP gap that is not closed until 2027, 2025-05-08 -0.03 2.22 0.00 2.25 0.00 2.25
inflation more or less at target and the forecast of international policy rates revised 2025-06-18 -0.05 217 -0.25 2.00 0.00 2.25
lower, it can be questioned if a more expansionary policy is hot needed than a rate path 2025-08-20 -0.05 212 0.00 2.00 0.00 2.25
ending up at the mid-point of their neutral rate assessment (1.5%-3.0%). In the Q&A, 2025-09-23 -0.03 2.09 0.00 2.00 0.00 2.25
Governor Thedéen suggested that current policy actually may be expansionary already,  Accumulated 2025 -0.41 -0.50 -0.25
at this pOint, a hawkish remark as we see it. Sources: Riksbank, Danske Bank. Note: Past performance is not a reliable indicator of future results

+ Especially, one can highlight the contrast between the MPR at this point compared to Riksbank with three alternative scenarios

the November meeting, where the Riksbank seemed clearly more concerned about the — —RBDec - alt. scenario [low inflation]
growth recovery stalling, which motivated the larger 50bp cut (clearly on the dovish R Dee e e o torire) ncreased geopolitical tension]
side to the September path). In this report, the notable change is an upward revision of 3.25 ——RBDec fcst
. . . . RB Sep fest T — ———— -
near-term inflation, but a roughly unchanged picture of the economic recovery 3 - S m————
compared to the September forecast. Hence, there is seemingly a shift compared to 275 /" -"“'---...._______
November where the inflation outlook perhaps weighs more than growth concerns. s Nl
* In our view, the risk picture to the Riksbank’s main scenario is clearly on the downside 2.25 N NS e e e e e e e e e == === = —_—
looking into 2025. That said, given the hawkish message from the Riksbank, we adjust 2 N “
our call upwards and now see two more cuts (March and June) from here down to 175 S o _ -
2.00% (1.75% previously]) with a pause in January. The timing of these cuts is uncertain 15 S ~a - == -
and while our own take would be that the Riksbhank should continue to ‘front load’ cuts, . T, m—_——- -
the wording of ‘a more tentative approach’ and ‘carefully evaluate the need for future " Dec-24 Jun-25 Dec-25 Jun-26 Dec-26 Jun-27
interest rate adjustments’ suggests that it seems ready to ‘skip’ the January meeting. Sources: Riksbank, Danske Bank. Note: Past performance is not a reliable indicator of future results
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Riksbank - December 2024

Riksbank - 25bp cut but a hawkish message
We now expect two cuts in March and June to 2.0% (previously 1.75%]

Macro. Riksbank’'s December forecast shows a slight downward revision to the growth
outlook for both 2024 and 2025. This mainly seems to be the result of a more
pessimistic view on international trade as net exports are reduced significantly for both
years. Domestic demand is revised slightly higher. The forecast for the unemployment
rate was kept unchanged.

Inflation has been revised higher, both CPIF and CPIF excl. Energy. For 2025, Riksbank
raised the forecast for both energy and underlying inflation. The latter will remain above
2% throughout 2025 the detailed monthly forecast shows. In particular, the path for
CPIF exc. Energy has been lifted by some 0.4 percentage pointsin the near-term.

Fixed Income. The more hawkish stance from the Riksbank got reflected in a SEK rates
underperformance, where the short-end (up to two years) widened some 10bp against
EUR rates and longer rates some 5bp. Market pricing indicates now some 18bp in cuts
for the upcoming January meeting and an additional 9bp for the March meeting. The
market move suits our trade recommendation where we are paid 5y SEK swaps against
receiving 2y EUR swaps. Already ahead of today’s meeting we were looking for a
positive spread between the ECB against the Riksbank (25bp), and we increase the
expectation for the spread to 50bp with our updated call (Riksbank at 2.00% vs ECB at
1.50%). Despite the flattening move in the SGB curve we do see some performance in
our short 10y SGB vs received 5y EUR swap due to the general Sweden
underperformance. Our current trade recommendations can be found on slide 5.

Riksbank forecasts - December MPR vs September MPR

2024 2025 2026 2027
CPIF 1,9(1,7) 2,0(1,6) 1,9(1,9) 2,0
CPIF-XE 2,7 (2,6) 2,2(2,0) 2,0 (2,0) 2,0
GDP 0,6 (0,8) 1,8(1,9) 2,6 (2,5) 2,1
Domestic Demand 0,1 (-0,2) 2,1(2,0) 2,6 (2,5) 1,7
Net Exports 0,1(0,9) -0,4(0,0) 0,0 (0,0) 0,3
Unempolyment 8,4 (8,4) 8,4 (8,4) 8,0 (8,0) 7.7

Sources: RIksbank

SEK FRA underperformance vs Euribor since the November meeting

@Chg in SEK FRA vs Euribor spread since Nov-meeting (bp, rhs)
25 =SEK FRA (%, |hs, today]) 35
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Sources: Danske Bank. Note: Past performance is not a reliable indicator of future results

Danske Bank 3



Riksbank - December 2024

Riksbank - 25bp cut but a hawkish message
We now expect two cuts in March and June to 2.0% (previously 1.75%]

FX. From a communication point of view, it is business as usual for the SEK from the
Riksbank. The SEK is one of the potential inflation risks still in play for next year, but (as
always) the Riksbank sees the SEK as undervalued and its KIX forecast is basically just a
copy-paste from the September forecast indicating a gradual SEK appreciation over the
coming years. As for the SEK implications of the policy decision, we see the hawkish
shift in guidance as a potential boon for the SEK in the near-term, further amplified by
current levels already signaling a substantial overshoot versus rates-implied ‘fair value’
in various SEK crosses. A January ' skip’ would in isolation support downside in EUR/SEK
given current pricing. Furthermore, as our updated call entails that the ECB will out-cut
the Riksbank in 2025 and that we will end up with a policy rate differential of 50bp in Q3
(in favour of Riksbank/SEK], medium-term SEK-headwinds from monetary policy are
moderated somewhat. However, structural investment flows are likely to remain a
medium-to-long-term headwind for the SEK and in our view a 50bp rate gap in favour of
the SEK will not prove enough to change this. Additionally, our continued call for US
outperformance during 2025 is usually not conducive for broad SEK strength. As such,
we see scope for a near-term correction lower in SEK-crosses, further supported by
today’s policy decisions, but in the longer run we continue to see a weaker SEK.

KIX forecast a “copy paste” but again at a higher starting point

KIX and Riksbank forecasts

132.5 - -132.5
130.0 - -130.0
2024-12
127.5 - -127.5
125.0 - -125.0
1225 - - 1225
120.0 - 2024-09 -120.0
117.5 - -117.5
115.0 - -115.0
1125 - -112.5
110.0 -, . . . . . -1100
2020 2021 2022 2023 2024 2025

Sources: Riksbank, Danske Bank. Note: Past performance is not a reliable indicator of future results
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Fixed Income -:|
Open trade recommendations

Target

Opened Start /Stop Status

Swap (EUR) vs SGB Sell SGB1066 (May-35) vs receive 5y EUR  SGBs expensive and massive SGB1066 supply coming up.5s10s

) 2024-12-17 2.0 30/-10 6.1 4.1 Hold
steepener swap curvature too flat and SEK vs EUR 5y swap spread too inverted
SGB ASW box Sell SGB1053 (Mar-39) ASW vs Buy SGB ASW box too flat and QT supply large for 1053 then 1056 (in
] 2024-11-14 7.1 18/0 109 3.8 Hold
steepener SGB1056(Jun-32) ASW risk terms)
Buy 2y Covered Bond 2y segment elevated and covered bond trading wide vs swap in
Buy SHYP1591(Jun-26) ASW 2024-06-27 145 0/25 112 3.3 Hold
ASW that part of the curve
Covered vs SGB Buy SWH197 (Mar-27) vs Sell SGB1059 ) o
] 2y covered bonds attractive and negative view on 2y SGB 2024-12-12 475 30/60 485 -1.0 Hold
tightener (Nov-26)
Steepener Rec 2y EUR vs pay 5y SEK swap out of H5 SEK to underperform vs EUR and curvature still too flat 2024-12-17 20.0 45/5 28.3 8.3 Hold
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Disclosures and disclaimers

The following disclaimer and disclosure apply to all communication as such, though for the parts that refer to the term “inve stment recommendation”, the disclaimer and
disclosure are only applicable as far as the communication falls under the definition in Regulation (EU)No 596/2014. This communication has been prepared by
personnel in the LC&l Sales & Trading departments or non-independent Research departments of Danske Bank A/S. The views set forward in this communication may
differ from views or opinions in other departments of Danske Bank A/S. It constitutes a short-term view and is subject to change and Danske Bank A/S does not
undertake to notify any recipient of this communication of any such change. Details of the producer’s previous investment recommendations on the relevant financial
instrument and all previous investment recommendations made in the past 12 months by the producer will be available upon request.

LC&l's Sales & Trading departments’ or non-independent Research departments’ personnel are not independent research analysts, and this communication is not
intended to constitute “investment research” as that term is defined by applicable regulations. This communication has as such not been prepared in accordance with
the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of the
communication. The personnel in LC&l’'s Sales & Trading departments or non-independent Research departments may be remunerated based on investment banking
revenues. Danske Bank A/S may hold a position or act as market maker in any financial instrument discussed herein. Prices and availability are indicative and may
change without notice.

This communication 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. Danske Bank A/S is
not acting as an advisor, fiduciary or agent. Recipients of this communication should obtain advice based on their own individual circumstances from their own tax,
financial, legal and other advisors about the risks and merits of any transaction before making an investment decision, and only make such decisions on the basis of
the investor's own objectives, experience and resources.

This communication has been prepared independently and solely on the basis of available information that Danske Bank A/S considers to be reliable, but Danske Bank
A/S 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 communication 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 communication.

For current disclosures of Danske Bank A/S’ interests and potential conflicts of interest regarding issuers and financial instruments subject of investment
recommendations please refer to the following webpage: https://danskeci.com/ci/research/disclosures-and-disclaimers.

Please note that while information on the great majority of relevant issuers and financial instruments are contained on this website, it may not contain information on all
relevant issuers and financial instruments. The absence of information on any relevant issuer or financial instrument should not be seen as an indication that Danske
Bank A/S does not have any interests or potential conflicts of interest on the issuer or financial instrument. Please contact your Danske Bank A/S representative for
information regarding any issuer subject of investment recommendation that is not mentioned on https://danskeci.com/ci/research/disclosures-and-disclaimers.

Danske Bank A/S 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 A/S 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 A/S on request.

This communication 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’ prior written consent. Danske Bank



Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this communication 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’); (Il) high net worth entities falling within article 49(2)(a) to (d) of the
Order; or (1) 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 communication 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/Swill 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.

Disclaimer related to distribution in the United States

This communication 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 communication 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 investment
recommendation in connection with distribution in the United States solely to ‘U.S. institutional investors’.

Any U.S. investor recipient of this communication 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.

This communication is for the general information of our clients and is a ‘solicitation’ only as that term is used within CFTC Rule 23.605 promulgated under the U.S.
Commodity Exchange Act. Unless otherwise expressly indicated, this communication does not take into account the investment objectives or financial situation of any
particular person.
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