REsSEARCH

Investment Research — General Market Conditions

4 December 2020

Monthly Executive Briefing

Positive vaccine news strengthens global economic outlook

While Europe has bent the coronavirus curve, the situation in many US states is still
challenging. Several European countries are seeing declining virus cases and this week France
joined the club, with a big decline in new cases. Italy is finally showing signs of stabilisation
but the level of new cases is still high and pressure on hospitals is significant. In the US, there
is an acceleration in new infections and record-high hospitalisation rates. More and more states
are tightening restrictions and more are likely to follow suit in our view. In both the US and
Europe, we expect restrictions to be in place in some form of another through to the spring.

The tightening of restrictions in Europe has hit service sector activity in particular.
The euro area PMI and the German ifo survey for November revealed that business
confidence in the service sector in Europe has fallen, In contrast, European manufacturers
overall continue to buck the negative trend, which is also visible in stable export
expectations. The US economy has so far held up despite escalating virus infections and
new restrictions. However, as we expect the imposition of further restrictions, we believe
the US economy will also take a hit in coming months.

However, positive vaccine news is strengthening the outlook for the global economy.
In recent weeks, several pharmaceutical companies have announced positive results from
their Phase 3 testing of COVID-19 vaccines. Both Pfizer and Moderna have already
submitted their emergency use authorisation (EUA) request to the US FDA and may get
approval in the second half of December. AstraZeneca may get its approval in early
January. A similar process has started in Europe. We estimate that the three companies can
produce approximately 3bn doses in 2021. We expect the vaccination process for risk
groups and healthcare workers to start in late December, continuing into Q1 21, while
vaccination of the broader population is likely to start in Q1 21 or early Q2 21.

In our base-case scenario (60%0) outlined in Big Picture—Darkest Before dawn, 1
December, we expect the US and Europe to recover gradually from Q2, as restrictions
related to COVID are lifted and improving sentiment from a vaccine roll-out starts to
unleash pent-up demand (for a more in-depth discussion see Big Picture — Darkest before
dawn). We look for the biggest effect of pent-up demand to drive a robust recovery in the
middle of 2021, with growth above potential and unemployment falling globally. We
expect the service sector to benefit most but manufacturing should also gain due to higher
investments and more purchases of consumer durables as employment increases.

At the same time, we believe the vaccine rollout reduces the risk of a deeper economic
setback. Normalisation of economies in the wake of a vaccine rollout should limit the
number of bankruptcies and mortgage delinquencies, which could have ignited typical
recession dynamics and stress in financial markets. We have lowered the probability for
this scenario from 35% to 15%. Among the remaining downside risks are a hard Brexit and
delays in approving fiscal stimuli in the US and eurozone. In our view, there are bigger
upside risks to our baseline (now 25% versus 15% likelihood before), stemming from a
faster rollout and take-up of vaccines, as well as the release of greater pent-up demand than
envisaged. In such a scenario, we believe strong global growth would cause unemployment
rates to fall to pre-COVID-19 pandemic levels in China, the Nordic countries, the US and
the eurozone as soon as 2021.

Important disclosures and certifications are contained from page 3 of this report.

Key points

e Europeis seeing a sharp decline in
new cases while the US is
struggling.

e Restrictions are set to stay in place
until early spring.

¢ \We expect the roll out of vaccines
over the spring.

e (Global service sectors in particular
are set to benefit from the release of
pent-up demand.

e \\e expect global growth momentum
to peak around mid-2021.

Other readings

o The Big Picture — Darkest before
dawn, 1 December

e FX Top Trades 2021 — Our guide on
how to position for the year ahead, 3
December

e Green Research — Climate and
Financial Markets — what we will look
out for in 2021, 30 November

US struggling to containits third
COVID-19 wave, while Europe is
seeing clear improvements
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Macro charts overview

Global PMI manufacturing
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Global trade growth versus global PMI manufacturing

Economic policy uncertainty index
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Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The author of this research report is
Jakob Ekholdt Christensen, Chief Analyst.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the
research report accurately reflect the research analyst’s personal view about the financial instruments and issuers
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
in the research report.

Regulation

Danske Bank 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 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 on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of the Danish Securities
Dealers Association.

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
None.

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.
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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’); (II) 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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