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Investment Research — General Market Conditions

Vacation Wrap-Up

Europe has started ‘dancing’ with COVID-19

Main macro themes

While the US finally seems to have peaked, we continue to see countries struggling
with local/regional outbreaks. In many European countries, such as Germany, France,
Belgium, The Netherlands, the UK and Denmark, the number of new cases is moving
slightly higher, although it is too early to call these second waves. In other words, we
have begun the ‘dancing’ part of the ‘hammer and dance’ strategy, which we
believe will probably continue until a vaccine is ready. However, we know if the
situation is not handled correctly, it can quickly spin out of control, as we have seen in
Auwustralia (state of Victoria), Japan (Tokyo), Hong Kong and Israel.

More evidence emerged that Europe’s economy is on course for a swifter recovery
from the coronavirus crisis than the US. Euro area PMIs rebounded strongly in July,
confirming the picture of recovery. However, US indicators have lost pace following
the flare-up in infections (see page 3). Chinese GDP for Q2 showed a stronger-than-
expected rebound to 3.2% y/y, from -6.8% y/y in Q1.

White smoke at last emerged from Brussels on a Recovery Fund after a marathon
EU summit yielded a compromise on the 'Next Generation EU' package (see Flash
Comment — EU Recovery Fund: White smoke at last, 21 July). Following tough
negotiations, EU leaders agreed on a EUR750bn recovery fund and a EUR1,074.3bn
EU budget (over 2021-27). The package received a frosty welcome in the European
Parliament though, keeping some uncertainty in place.

Stimulus in the euro area and the US has not changed over the summer. At the July
ECB meeting, there was no real news. In the US, the Fed maintained its current signals
that it is nowhere near tightening monetary policy again and that it will continue to use
all its tools to support the economy. We continue to believe the Fed will strengthen its
forward guidance at the September meeting by saying that it will not hike the Fed Funds
rate until inflation has been above the 2% target for some time, after several years of
undershooting. Unfortunately, the negotiations on a new stimulus bill in the US are
not moving forward. We expect the eventual deal to include a reduction in benefits,
which would work as a drag on growth in H2 (see Research US — Not extending higher
unemployment benefits would lead to a significant negative income shock, 22 July).

US-China tensions are increasing again. Most recently, President Donald Trump
issued two executive orders prohibiting TikTok and WeChat from operating in the US.
It looks increasingly likely to us that the two powers are heading for a new cold war
(see Research China — At the foothills of a new cold war — and what it implies).

Fixed income and FX developments

Risk-on sentiment dominated markets in July, leading to higher equity prices and
tighter credit spreads. Growth signals in Europe and China and encouraging news on
the COVID-19 vaccine front are underpinning markets. Ongoing strong policy support
from central banks also keeps spirits high. EUR/USD has moved significantly higher
over the past few weeks and US and German bond yields have drifted lower (see charts
on page 2).

Important disclosures and certifications are contained from page 6 of this report.
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Key themes

e New COVID-19 cases seem to
have peakedin the US, while they
areincreasing in Europe.

o EU finally agrees on a Recovery
Fund.

e High frequency data show
stronger demand rebound in
Europe, while US recovery has
slowed.

o Risk of new US headwinds, as
extension of higher unemployment
benefits is delayed.

¢ Risk markets supported by
recovery signals and vaccine
hopes.

Rise in new US infections slowing
down, Europe seeing slight increase
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Market themes in pictures

Euro PMI rebounded strongly in July

Markets price in lower policy rates
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EUR/USD pushes higher on the back of
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Note: Past performance is not a reliable indicator
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High Frequency Activity Tracker

Euro area

Bundesbank weekly activity index*
Germany, turnover textiles retail trade, weekly, % y/y
German truck toll mileage (1w m.a.}, % y/y

OpenTable restaurant bookings, Germany (1w m.a.)**

NY Fed weekly economic index*
Transaction card spending, (1w m.a.], % y/y
OpenTable restaurant bookings (1w m.a.J**
Google mobility trends retail & recreation (1w m.a.)**
Germany

France

Italy

Spain

UK

Japan

United Statss

Electricity demand (1w m.a.)***

Lastobs Last4 months

Week 31 -0.06 —_— 091 3.78 -6.9
Week 31 -14.0% —_— T -12p.p. -3p.p. -44%
28-Jul 03% A 0.5pp. 45pp. .16.2%

03-Aug

Week 31

29-Jul —— 7.4p.p. 6.7 p.p. -40.6%

03-Aug

Germany
France

Italy

Spain

UK

Japan

United States

-3.4% T -0.3pp. 6.7 p.p. -62.1%
-7.3% e -0.6p.p. 6.7 p.p. -88.0%
-6.3% e~ 1.6pp. 7.1p.p. -88.9%
31-Jul -18.9% e Op.p. 1.1pp. -91.7%
______a—-f’”_ 2pp. 21pp. -77.6%
-13.4% -~ -7.1p.p. -2.7p.p. -37.9%
-14.9% T 0.4p.p. -1.1pp. -46.1%
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-1.3% e T 1.8p.p. 5.6p.p. -23.1%
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04-Aug
-0.8% RS -0.3p.p. 2.7p.p. -24.2%
WAl i Wty 3.7p.p. 8.1pp. 22.1%
R A -1.5p.p. -35p.p. -183%
04-Aug -0.3% e AT e -0.3p.p. -0.3p.p. -10.5%

Source: Google mobility data, ENTSO-E, EIA, Open Table, Statistisches Bundesamt, TextilWirtschaft, Bundesbank, NY Fed, Macrobond Financial, Danske Bank
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Calendar - key data and events in week 33

Key Data and Events in Week 33
Mon 10 CNY  Money supply M2 Jul 11.1% 11.1%

3:30 CNY PPI v/y Jul -2.5% -3.0%
3:30 CNY CPI v/y Jul 2.6% 2.5%
7:45 CHF  Unemployment % Jul 3.4% 3.3%
8:00 DKK  Trade balance ex ships DKKbn Jun 9.2
8:00 DKK  Exports m/m Jun 920.0%
8:00 NOK  CPI m/mly/y Jul 0.2%|1.4%
8:00 NOK  PPI m/mly/y Jul -1.3%|-14.4%
8:00 DKK  Current account (nsal|sa) DKKbn Jun .]13.3
8:00 DKK  CPI m/mly/y Jul .|0.0% 0.1%|0.3%
8:00 NOK  Coreinflation (CPI-ATE) m/mly/y Jul 0.4%|3.1%
9:30 SEK  Household consumption m/mly/y Jun 1.2%I-9.7%
10:30 EUR  Sentix Investor Confidence Index Aug -16.8 -18.2
6:00 SEK  Maklarstatistik Swedish housing price data
8:00 GBP  Unemployment rate (3M) % Jun 4.1% 3.9%
8:00 GBP  Average weekly earnings ex bonuses (3M) v/y Jun -0.1% 0.7%
11:00 DEM  ZEW current situation Index Aug -69.5 -80.9
11:00 DEM  ZEW expectations Index Aug 520 593
12:00 USD  NFIB small business optimism Index Jul 98.5 1006
14:30 usb PPI m/mly/y Jul 0.3%|-0.7% -0.2%]-0.8%
14:30 UsbD PPlcore m/mly/y Jul 0.1%]0.1% -0.3%]0.1%
18:00 USD  Fed's Daly (non-voter, neutral) speaks

Wednesday, AUgUSt 1 2, p={or={0] Period Danske Bank Consensus Previous
4:00 NZD Reserve Bank of New Zealand (cash rate decision) % 0.3% 0.3%
8:00 GBP  GDP, preliminary a/qly/y 2nd quarter -21.2%|-22.5% -2.2%|-1.7%
8:00 GBP  Monthly GDP estimate m/mig/q Jun 0.08|... 0.018|..
8:00 GBP Index of services m/m|3m/3m Jun 7.71-20.1 0.9]-18.9
8:00 GBP  Trade balance GBP mio. Jun 2700 4296
9:30 SEK  Underlyinginflation CPIF m/mly/y Jul -0.1%0.2% 0.6%|0.7%
9:30 SEK  Currentaccount SEK bn 2nd quarter 80.6
9:30 SEK  CPI m/mly/y Jul -0.3%|0.0% -0.1%]0.3% 0.6%|0.7%
10:00 ITL  HICP,final m/mly/y Jul ..|0.9% ..|0.9%
11:00 EUR  Industrial production m/mly/y Jun 10.5%|-10.7% 12.4%|-20.9%
14:30 USD CPlheadline m/mly/y Jul 0.3%|0.7% 0.6%|0.6%
14:30 uUsbD CPlcore m/mly/y Jul 0.2%|1.1% 0.2%|1.2%
16:00 USD Fed's Rosengren (non-voter, hawk) speaks
16:30 USD DOEU.S.crude oilinventories K -7373
17:00 USD Fed's Kaplan (voter, neutral) speaks
20:00 USD Budget statement usD bn Jul -864.1
21:00 USD  Fed's Daly [non-voter, neutral) speaks

Note: The editors do not guarantee the accuracy of figures, hours or dates stated above

For further information call +45 4512 8522
Source: Various sources, Danske Bank
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Calendar - key data and events in week 33 (continued)

Thursday, August 13, 2020

1:01 GBP  RICS house price balance

3:30 AUD Employment change

7:30 FRF  ILOunemployment

8:00 SEK  Prosperainflation expectations
8:00 DEM  HICP,final

8:30 NOK  Consumer confidence

9:00 ESP  HICP,final

9:15 SEK  NIER economic forecasts
14:30 USD Initial jobless claims

14:30 USD  Import prices

Index
1000
%

m/mly/y
Net. bal.

m/mly/y

Period
Jul
Jul
2nd quarter

Jul

3rd quarter
Jul

Jul

Danske Bank

Consensus

-0.1
30

-0.5%|0.0%

0.5%|...

Previous
-0.2
2108
7.8%

-0.5%|0.0%
-7.6
-1.6%|-0.7%

1186
1.4%|-3.8%

Friday, August 14, 2020
EUR Moody's may publish Ireland's debt rating

4:00 CNY  Industrial production

4:00 CNY Retail sales

4:00 CNY Fixed assets investments
8:00 DKK  GDPindicator

8:45 FRF  HICP, final

10:30 EUR Portugal, GDP, preliminary
11:.00 EUR Trade balance

11:00 EUR  GDP, preliminary

11:00 EUR  Employment, preliminary
14:30 USD Unitlabour cost, preliminary
14:30 USD Retail sales control group
15:15 USD Capacity utilization

15:15 USD Industrial production

1515 USD Manufacturing production
16:00 USD  University of Michigan Confidence, preliminary

The editors do not guarantee the accurateness of figures, hours or dates stated above

For furher information, call (+45)45 12 85 22.

Note: The editors do not guarantee the accuracy of figures, hours or dates stated above

For further information call +45 4512 8522
Source: Various sources, Danske Bank

4%
v/y
v/y
a/q
m/mly/y
a/aly/y
EURbn
a/aly/y
a/aly/y
g/q
m/m
%
m/m
m/m

Index

Period

Jul
Jul
Jul
2nd quarter
Jul
2nd quarter
Jun
2nd quarter
2nd quarter
2nd quarter
Jul
Jul
Jul
Jul
Aug

Danske Bank

-4.0%

Consensus

51%
0.1%
-1.6%

-12.1%|-15.0%

55%
0.8%
70.3%
2.7%
3.0%
71.0

Previous

4.8%
-1.8%
-3.1%
-1.9%
0.4%|0.9%

-14.1%]|-16.5%

8

-12.1%|-15.0%

-0.2%/0.4%
51%
5.6%

68.6%
5.4%
7.2%
72.5
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Disclosures
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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
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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
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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.

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 (1) 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’); (I1) 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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