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Decent data over Easter dampen rate cut expectations

Positive data surprises especially in the US have continued to mostly drive interest
rates higher and the USD stronger over the last two weeks. Americans increased their
consumption by 0.4% in February and reduced their savings rate to its lowest level since
December 2022, while the ISM survey showed a clear positive surprise in March for US
manufacturers who are now reporting expansion, also for the first time since 2022. While
core PCE inflation (the Fed’s preferred measure) came out as expected for February, 0.3%
m/m price increase is still too much, and the January number was revised up to 0.5% m/m.
All in all, the data does not support an early rate cut. Fed Chair Jerome Powell, among
others, signalled over Easter that the direction of interest rates is still down, but that the
strong data allows for waiting in order to gain more confidence about declining inflation
before moving. The market is now pricing almost no chance of a May rate cut, instead
looking for June. Key data to watch will be the jobs report later today (Friday) and March
CPI on Wednesday next week.

In the euro area, inflation in March was slightly lower than expected, with the core
price measure increasing 2.9% y/y. According to the ECB, that corresponds to a bit more
than 0.2% m/m, so still to the high side in terms of reaching the 2% annual inflation target,
especially as service inflation is 0.4% m/m. In other words, the concern remains that a tight
labour market and high wage growth will keep inflation running. The euro area
unemployment rate was 6.5% in February, and since earlier data was revised, that still
means a record low. Euro area PMIs for March point to economic growth for the first time
since May last year.

None of this will likely have changed the quite clearly communicated view from the
ECB that there will be no rate change at next week’s meeting but that a rate cut in June
is to be expected. This means that the meeting on Thursday is unlikely to be a major market
mover. We expect the ECB to restate the outlook for a June cut provided that the
disinflation process continues, and to clarify that it is a 25bp rate cut and not 50bp, as some
market participants have been speculating lately. We do not expect them to give strong
guidance as to what will happen after June.

The 2023 budget deficit in France was 5.5% of GDP, significantly higher than expected,
drawing negative comments from rating agency Moody’s. S&P already has France on
negative outlook and there is clearly risk of a downgrade.

Not only US manufacturers reported progress in March. In China, manufacturing PMls also
rose and especially the official version delivered a strong positive surprise. The
manufacturing upswing is supporting commodity prices which are generally rising, not
least the oil price which is also affected by the conflicts in the Middle East and the war
between Russia and Ukraine. However, we are starting to see signs that the manufacturing
sector has stopped improving, for example in export data from Asian countries that are
usually leading indicators. This includes Japan where the Tankan business survey showed
weaker (but still strong) manufacturing — but also the best sentiment among large non-
manufacturers since the early 1990s.

Important disclosures and certifications are contained from page 9 of this report.

Key global views

e \Weak near-term growth outlook in
the US and the euro area, but
recovery from summer 2024

¢ US and euro area inflation set to
decline further, but core inflation
to remain sticky

o \We expect 3 rate cuts of 25bp
from both ECB and Fed this year

Key market movers

e Tuesday: US NFIB small business
survey

¢ \Wednesday: US CPIl and FOMC
minutes, New Zealand rate
decision

e Thursday: ECB rate decision,
China CPI, US PPI

o Friday: US Michigan consumer
survey

Selected reading from Danske Bank

e ECB preview - Anintention to cut,
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e Research Euro Area - euro area
productivity falling behind, 3 April
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o Executive Briefing, 4 April
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Scandi market movers
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In Denmark, next week begins with industrial production for February on Monday.
After a strong finish to 2023, production declined by 3.5% in January compared to
December. The decline was less pronounced when excluding pharmaceuticals, with this
figure showing a 0.9% drop. Recent global manufacturing PMIs still indicate a rebound,
but things have not gone as well as hoped, especially in Europe. It will be interesting to
see what February’s print shows.

On Wednesday, we get the CPI print for March. We expect inflation increased to 1.2%
in March from 0.8% in February. Energy prices are the key driver as the large March
price decline from last year rolls out of the inflation measure. A significant base effect
on food pulls in the other direction. The underlying price pressure in the economy has
been modest since summer as opposed to the pick-up in the euro area.

On Thursday we get home prices from Boligsiden for March. Statistics from the broker
home showed a decline of 1.6% m/m in apartment prices, most pronounced in
Copenhagen where prices dropped 3.2% compared to February. House prices were
virtually unchanged from February. We expect the figures from Boligsiden to paint the
same picture.

Friday brings flash unemployment for March. Unemployment increased slightly, by
300 persons, in February. Unemployment has remained at remarkably low levels
despite a slowdown in activity through most of 2023, at least outside pharmaceuticals,
with employers keen to fill many of their vacancies and retain their employees. We
think unemployment is going to continue to slowly increase over the year, especially
due to wage increases.

Also on Friday, we will get bankruptcies for March. Bankruptcies have been on a
downward trend since stabilising at a relatively high level throughout 2023. In
February, 212 active companies went bankrupt, which is around the average since 2010.
We look forward to Friday’s print.

It will be an eventful week for Swedish markets. The focus will be on the March
inflation release on Friday 12 April. We expect March data to behave roughly as the
pre-pandemic normal, although the early Easter may cause disruptions to price patterns,
especially when it comes to travel. We forecast CPIF and CPIF excl. Energy at 2.6 %
yly and 3.2 % yly, which is 0.1 percentage points below Riksbank's new forecasts on
both accounts.

There are several Riksbank speeches this week. Governor Thedeén gives no less than
three speeches on monetary policy on Monday 8 April. Deputy Governors Flodén and
Jansson speak on the same subject on the 9 and 11 April, respectively.

There is also additional data of interest. Mid-week, February GDP, PVI and
consumption indicators will be released. In broad terms we expect the data to support
our case for an improving economic outlook as laid out in Nordic Outlook. Finally,
Prospera also releases March money market inflation expectations. These should now
be fully in line with the 2 % target on all horizons.
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e There has been a clear disinflationary trend in Norway in recent months. Core inflation

The disinflationary trend continues
fell from 5.3% to 4.9% in February, and the underlying trend (3M/3M annualized) fell

t0 3.9%, the lowest level in more than two years. In fact, the seasonally adjusted figures o Norwey i
show that prices were unchanged from January to February. Although we believe that 2: SPLATE ) §
the declining trend will continue throughout the year, we will probably see a certain e =4

CPI-ATE,

correction after the low February figures, especially for Norwegian-produced goods ex. 2= % ann. 3M/3M =8
1- =1
food and for services ex. rent. On the other hand, we believe that the trend of lower 0- )
. . - - - - . . -1- -1
imported inflation will continue, and we expect roughly unchanged inflation in rents. > o oo m o

Overall, we therefore expect core inflation to rise 0.3% m/m, which will pull annual
growth down to 4.6% in March. In that case, it will be marginally lower than Norges
Bank's estimate from the monetary policy report of 4.7%.

Source: Macrobond, Danske Bank
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Scandi update

Denmark - Large upwards revision in Q4 GDP growth

Last week saw a significant upward revision to the GDP growth figures for Q4 2023, which
showed that the economy expanded at an impressive rate of 2.6% q/q, surpassing the initial
estimate of 2.0%. This adjustment can be largely attributed to robust growth in the
manufacturing sector, with Novo Nordisk likely a key contributor. Additionally, there was
a notable surge in consumer spending, fuelled by a sharp increase in automobile sales and
heightened heating consumption. This revision means that growth for the whole of 2023
was 1.9%.

Flash wages for the private sector showed an increase of 5.3% y/y in Q1 2024. This is likely
the highest annual wage hike in the past 35 years, and points to a 4% increase in real wages
over the past year. The print could have been higher if we go by the centrally negotiated
wage agreements which pointed to a 6% increase, but it seems that local agreements
resulted in lower pay increases likely because many companies cannot yet afford a full
pass-through. Regardless, we expect wage growth to continue and for real private wages to
reach their Q3 2021 peak a year from now.

February retail sales were up 2.2% m/m adjusted for seasonality and inflation. Retail sales
have been on a bumpy ride since the start of 2023, but the trend has been slightly positive.
Low unemployment and slowing inflation have meant that consumers have more to spend.
However, we have yet to see a consumption boom, but we think the increasing purchasing
power of consumers along with the expected fall in interest rates will boost retail sales
during 2024. Note that there is considerable uncertainty to the retail sales index which has
diverged from the VAT-based retail sales series. However, February’s print is in line with
card transactions data for retail which also showed an improvement.

February’s final unemployment print confirmed the preliminary print, showing an increase
of 300 unemployed persons.

As expected, Danmarks Nationalbank did not intervene in the currency market in March.

Sweden - PMI's and Riksbank activity

The only statistic releases this week from Sweden was the PMI. Manufacturing PMI
reached expansionary ground once again at 50.0 which was its highest level since July
2022. The output sub-index was the biggest contributor to the rise, followed by new orders
and employment. On the other hand, delivery times was the main negative contributor that
decreased 0.7 p.p.. However, the PMI report states that this development is not due to the
unrest in the Red Sea and altered shipping routes, but instead due to current lower economic
activity. The print also gives us further confirmation for our case of a turnaround in the
global manufacturing sector, and an especially pronounced and early one in Sweden. This
is seen as new orders now increased to 50.9, thus adding up to an increase of 2.6 in Q1
2024, mainly driven by new orders in the export sector.

Services PMI reached a very decent 53.9 where all sub-indices printed above the 50
threshold, whereas the headline number was mainly pulled higher by business volume, new
orders, and employment. The price index for raw materials and intermediate goods fell by
four index points to 58.5 and thereby placed it back to its declining trend after the
unexpected uptick in February. Although price pressure is lower compared to a year ago, it
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is still significantly higher compared to the manufacturing side, where the corresponding
index in March was noted at 47.3, i.e. falling prices. All in all, this should be positive news
for the Riksbank either way. Composite PMI rose for the fifth month in a row pulling it to
the highest level since November 2022 and even at a higher level than the current one in
the US. Thereby the Composite index has been in expansionary territory for four
consecutive months, which strengthens our forecast of a strengthened Swedish business
cycle over the spring of 2024 and furthermore also provides good conditions for a strong
GDP print for Q1 2024.

The minutes from the Riksbank’s monetary policy meeting in March were published and
showed that all members were clearly more comfortable with the current inflation and
forecast allowing a first cut in the near-term. The risks that were flagged were mainly
related to foreign developments such as the strong US economy, geopolitical risk, and rate
decisions of the major central banks, which subsequently could impact the SEK. We argue
that this favours keeping rates on hold in May to get more clarity on the actions of the Fed
(1 May and 12 June) as well as ECB (6 June) ahead of the Riksbank’s June-meeting. Read
our full Flash comment Riksbank — March 2024 minutes, 4 April.

The Riksbank submitted to the Riksdag a proposal to restore their equity to the statutory
base level (2/3 of the target level) of SEK 41.7bn. The supplement of SEK 43.7bn is in line
with previous expectations, and the National Debt Office had already included it in its latest
borrowing report expecting a payment of SEK 40bn to the Riksbank.

Norway - renewed optimism in the housing market

A clear confirmation of the increasing optimism (or maybe less pessimism) among
households can be seen in the housing market. As the peak in mortgage rates seems to have
been reached, a lot of uncertainty regarding the housing market has vanished and focus has
turned to the lack of supply as housing starts have been extremely weak for more than a
year. The latter has led many analysts, including Norges Bank, to forecast a sharp rise in
prices for the next four years. Naturally, this has caused many potential buyers to jump off
the fence. As a result, housing prices are up 1.3 % in Q1. Regarding monetary policy, we
reckon this will affect the risk assessment at Norges Bank, allowing the central bank to
focus on bringing inflation down without worrying about financial stability.
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Calendar - 8-12 April 2024
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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* 04-Apr 550 - 458 3.95 092 - 6.86 10.68 1057
+3m 525 - 4.20 3.90 092 - 6.84 10.73 1046
+Bm 5.00 - 397 3.90 093 - 6.96 1121 1084
+12m 450 - 3.80 3.90 095 - 7.10 11.52 1095
EUR 04-Apr 4.00 3.84 3.15 264 - 1.09 74594 1161 1149
+3m 3.75 362 302 2.65 - 1.09 74550 11.70 11.40
+6m 350 342 2.77 2.65 - 1.07 7.4500 12.00 11.60
+12m 3.00 295 2.50 2.65 - 105 74500 12.10 11.50
JPY 04-Apr 0.10 - - - 0.006 0.007 453 7.04 6.97
+3m 0.10 - - - 0.006 0.007 472 7.40 7.21
+6m 0.20 - - - 0.007 0.007 487 7.84 7.58
+12m 0.20 - - 0.007 0.007 5.07 8.23 7.82
GBP* 04-Apr 525 - 439 3.71 1.17 1.07 8.70 1354 13.39
+3m 5.00 - 4.32 3.70 1.14 1.24 847 13.30 1295
+6m 4.75 - 412 3.70 1.12 1.20 8.37 1348 13.03
+12m 450 - 3.90 3.70 112 1.18 8.37 13.60 12.92
CHF 04-Apr 1.50 - - - 1.02 1.11 7.59 1181 11.68
+3m 125 - - - 1.02 1.11 761 11.94 11.63
+Bm 1.00 - - - 103 1.10 7.68 12.37 11.96
+12m 0.50 - - - 1.04 1.09 7.76 12.60 11.98
DKK 04-Apr 360 3.83 3.26 2.78 0134 0.146 - 1.56 1.54
+3m 3.35 5155 3.20 2.85 0.134 0.146 - 1.57 153
+6m 3.10 3.29 294 2.85 0.134 0.144 - 161 1.56
+12m 260 2.80 265 2.85 0.134 0.141 - 1.62 154
SEK 04-Apr 4.00 402 3.29 2.75 0.087 0.095 065 101 -
+3m 3.75 3.87 281 2.80 0.088 0.096 065 1.03
+Bm 350 361 269 2.86 0.086 0.092 064 1.03
+12m 3.00 3.15 2.50 2.90 0.087 0.091 065 1.05 -
NOK 04-Apr 450 4.78 450 3.81 0.086 0.094 064 - 0.99
+3m 450 464 425 3.70 0.085 0.093 064 - 097
+B6m 4.25 4.29 394 365 0.083 0.089 062 - 097
+12m 3.75 3.80 3.70 3.60 0.083 0.087 0.62 - 0.95

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

Commodities
2023 2024 Average
04-Apr Q1 02 Q03 04 0 02 Q03 04 2023 2024
ICE Brent 91 82 78 8 83 82 80 80 80 82 80

Source Danske Bank
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Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation
by the Prudential Regulation Authority are available from us on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of Capital Market Denmark.
Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality
research based on research objectivity and independence. These procedures are documented in Danske Bank’s
research policies. Employees within Danske Bank’s Research Departments have been instructed that any request
that might impair the objectivity and independence of research shall be referred to Research Management and the
Compliance Department. Danske Bank’s Research Departments are organised independently from, and do not
report to, other business areas within Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes
investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance
or debt capital transactions.

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 security, issuer and/or country. Documentation can be
obtained from the authors on request.

Risk warning

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis
of relevant assumptions, are stated throughout the text.

Expected updates

Weekly.

Date of first publication

See the front page of this research report for the date of first publication.

General disclaimer

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 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 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 A/S 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.
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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’); (II) high net worth entities falling within article 49(2)(a) to (d) of
the Order; or (I11) 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: 5 April 2024, 13.00 CET
Report first disseminated: 5 April 2024, 13.15 CET
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