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Next week’s key events
e US

The CPI headline inflation is expected to drop to 0.5%, while we expect the core rate to be steady. In addition to the CPI
data a lot of second-tier data will also be delivered from the US next week. The most important will likely be Wednesday’s
retail sales data for December. Following a strong 0.6% rise in November we expect a 0.4% increase in the so-called control
sales, which filters into GDP.

. Euro area

The data calendar is fairly light in the pre-ECB week. Data from German and France are pointing to a small decline in
industrial production (-0.2% m/m, Wednesday). Also on Wednesday, it is worth keeping an eye on the European Court of
Justice (ECJ) that will issue a legal opinion (not a final ruling) on the ECB’s OMT programme. A year ago, the German
Federal Constitutional Court had expressed major concerns about the OMT’s legality and asked the ECJ for a ruling. The
most likely outcome in our view is that the court will ask for several clarifications from the ECB but that it will not impose
serious restrictions that would also cast doubt on the feasibility of QE. — On Friday, final inflation numbers will probably
confirm the flash estimate (-0.2% y/y for the headline rate, core 0.8% y/y).

UK

CPl inflation fell to 1.0% in November from 1.3% the previous month. Our forecast is that CPI inflation fell below 1.0% in
December. Carney recently stated that he is confident that inflation below 1% will only be “temporary” and that the
inflation will return to the 2 percent target by the end of the BoE’s forecast period, without any additional action.

e Sweden

Our forecast for December CPI Data is in line with the central bank’s forecast. But already as from January 2015 the
forecasts differ substantially. The difference in H1 2015 is driven by the Riksbank’s assumption of higher energy prices.

e Denmark

Last month Danish inflation surprised on the upside, staying unchanged at 0.5% y/y. In December we expect to see a rather
step drop, causing the Danish inflation to fall by 0.3% m/m, equivalent to 0.3% y/y.
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US: CPI headline inflation down, core steady (Friday)

. We expect CPI headline inflation to drop to 0.5% in %% yry Tyl ©
December from 1.3% in November, held down by lower > S
energy prices in December. The consensus forecast is 41 o
0.7%. 37 M3

. We expect the core rate to remain at 1.7% in December, j ] j
in line with the consensus estimate. Because service

. . . 0 0
prices account for a full 74% of overall core CPI inflation, o Y/

o - 14 = b
it will be difficult for the core rate to move much lower, =Core CPI (ex food end energy)

despite the drop in energy prices.

-3 {Note: Shaded area marks Nordea's forecast
»  Given the typical gap between CPI and PCE inflation, our 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16
forecast is consistent with core PCE inflation around Source: Nordea Harkets and Macrobend
1.5%, up from the 1.2% recent low but still well below
the Fed’s 2% longer-run target. 30 % vy Core inflation % yry [

Fed's longer-term target

. The continued weak CPI data imply that the Fed is still in
no hurry to start hiking rates. However, it is important to
note that the December FOMC minutes suggested that
the Fed would be willing to raise rates even if core
inflation remains near current levels, as long as the
central bank is still confident that it is on course to get
there eventually.
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0.5 =Core CPI Lo.5
==Core PCE prices

Dec-14 Nordea  Consensus Previous 0.0 4 : : : : : ‘ ‘ ‘ 0.0
CPl, % yly 0.5 0.7 1.3 04 05 06 07 08 09 10 11 12 13 14
Core CPI' % y/y 1.7 1.7 1.7 Source: Nordea Markets and Macrobond
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US: Also a lot of second-tier data delivered

. In addition to the CPI data a lot of second-tier data will 20995 m/m Retail sales ex autos, gasoline % y/y |
also be delivered from the US next week. 1.51 and bullding maerials® -6
. The most important will likely be Wednesday’s retail 107 4
sales data for December. Following a strong 0.6% rise in 0-51 | |||| M2
November we expect a 0.4% increase in the so-called 0.0" '||'I-|'||-| e 0
control sales, which filters into GDP. Overall retail sales 0.5 1 | ’ Lo
should see only a 0.1% rise, held down by lower gasoline 1.04 —Year-over-year, rhs | 4
prices. -1.5 1* The category of retail sales t.hl;/lto:at:t:r\;eirr\trzc:stt?mates of r-6
e With the increased focus on inflation expectations, 5.0 SnsumpliGR NEEDP accounts. Note: Shaded area marks |
Friday’s University of Michigan consumer survey should " 07 08 09 10 11 12 13 14
be monitored closely. In December 5-10Y inflation souree: ordea Harkets and Hacrobond
expectations rebounded to 2.8% after dipping to 2.6% in
November- 4% Inflation expectations Yor 4

. On Tuesday the Job Opening and Labor Turnover Survey
(JoLTs) will report on job openings, new hires, and
separations including layoffs and quits — important parts
of the Fed's labour market assessments. Last month the

—U. Mich. 5-10Y inflation expectation

report showed the most job openings in 13 years. _ Survey of Professional Forecasters:
10Y PCE inflation rate

. In the NFIB small business survey on Tuesday we will TIPS 5Y break-even inflation rate
. . . =5Y5Y inflation swap rate
especially focus on the net percentage of firms reporting -21 L-2
an increase in labour compensation and the net share -3 INote: Shaded areas mark the Fed's QE1, QE2 and QE3 L 3
reporting few or no qualified applicants for job 08 09 10 11 12 13 14
openings. Historically both indices have tended to be Source: Nordes Harkets and Macrobond

good leading indicators for wage growth.
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UK: Time for Carney to write a letter (Tuesday)

. CPI inflation fell to 1.0% in November from 1.3% the ® o yry % yly |
CPI

previous month. This was more than we as well as the
market and the Bank of England (BoE) expected. The
main contributions came from lower transport costs and 44
falling prices of recreational and cultural goods. Also Target bands
prices on motor fuels and food contributed to the fall. 1

BoE target
*  Our forecast is that CPI inflation fell below 1.0% in 2] 2
December. . L,
. Inflation below 1% requires Mark Carney to write a . (exenergy and unprocessed food) .
letter to the chancellor (Finance Minister) George 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14

Source: Nordea Markets and Macrobond

Osborne explaining why inflation has deviated so far
from the target. Carney recently stated that he is

confident that inflation below 1% will only be 10090 vy % yry [ 100
“temporary” and that the inflation will return to the 2 7.51 L 75
percent target by the end of the BoE’s forecast period, o CP1 | co
without any additional action
. The labour market continues to strengthen and real * bv *
wages have started to pick up. This is in line with the 0.0 i1 °°
BoE’s wage growth forecast in its November Inflation -2.51 L -2.5
Report. tont:apgaeyw:aekly earnings,
-5.01 . - -5.0
. We stick to our forecast that the BoE will start to hike 5] L s
rates in June 2015. However, given the low inflation "o05 06 07 08 09 10 11 12 13 14
pressure there is a risk that a first rate hike will come Souree: oraes Maricts nd Macrobond
later.
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Sweden: Oil flooding in (Tuesday)

Isaksson & Wallstrém

. We expect the CPI to be down 0.1% m/m in December,

translating into figures as low as -0.5% y/y for the CPI
and +0.3% y/y for the CPIF.

Our forecast for December, which is the last reading
ahead of the Riksbank’s February meeting, is in line with
the central bank’s forecast.

But already as from January 2015 the forecasts differ
substantially. The difference in H1 2015 is driven by the
Riksbank’s assumption of higher energy prices, and
longer out also due to different views on cost pressures.

In all, the Riksbank will - yet again - need to revise down
their inflation forecast at the upcoming monetary policy
meeting.

Read also our CPI preview here.

Forecasts for December, % MNordea Riksbank Prior
CPI m/m -0.1 -0.1
CPI y/y -0.5 -0.5 -0.2
CPIF m/m 0.0 0.0
CPIF y/y 0.3 0.4 0.6
CPI, index 213.29 313.56
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Source: Nordea Markets and Macrobond
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Jan Stgrup

Denmark: Heading lower (Monday)

Expected contributions to CPl in December

. Last month Danish inflation surprised on the upside, 003 1%-point Contribution to CPI, m/m %-pointf 0.05
staying unchanged at 0.5% y/y 0.00 = — 0.00
-0.05 A r-0.05
. In December we expect to see a rather step drop, -0.10 1 | o.10
causing the Danish inflation to fall by 0.3% m/m, 0151 | 0.15
1 [0)
equivalent to 0.3% vy/y. 090 | 0.2
. This expected drop will mainly stem from a large -0.25 1 F-0.25
negative contribution from the falling prices on oil. In Dec‘f?ber
December, we eXpeCt thls to reSUIt in a negative BFood & Non-Alcoholic Beverages mHousehold Equipment BRecreation & Culture
. . 0, . mAlcoholic Beverages, Tobacco EHealth M Education
ContrIbUtlon from Transport Of 0'22 A-pOIntS' AISO mClothing & Footwear ETransport mRestaurants & Hotels
Housing is expected to be influenced by the falling oil WHousing ECommunication  WMiscellaneous
prices through a lower price on heating. Housing is souree: ordea Harkets and acrobond
expected to drag down the monthly inflation figures by Danish inflation forecast
0.04 %-points in December. 4,51% y/y Consumer price index % y/yr 4.5
4,0+ r 4,0
. We expect the downward trend in Danish inflation to 35 | 55
continue over the coming months, taking the year-over- 3,01 L 3.0
year numbers down to 0.0% in the beginning of 2015. 2,51 L 2,5
Later we expect the inflation to turn as the base effects 2,01 L 2,0
from falling prices on energy and food will start to 1,5 1,5
diminish 1,07 r L0
0,5 A r 0,5
0,0 - L 0,0
-0,5 1 r-0,5

06 07 08 09 10 11 12 13 14 15

Kilde: Nordea Markets og Macrobond
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Calendar

Monday, 12/01/2015 Nordea Consensus Actual Previous
JP  Coming of Age (Adults’) Day
09:00 DK CPI(yly) Dec 0.5%
09:00 DK CPI, EU harmonized (y/y) Dec 0.2%
09:30 SE The Swedish centralgovernment debt
13:00 IN  CPI(yly) Dec 5.33% 4.38%
14:00 RU CPI(yly) Dec 11.4%
18:40 US Fed'sLockhart Speakson U.S. Economic Outlook in Atlanta
Tuesday, 13/01/2015 Nordea Consensus Actual Previous
CN Exports (yly) Dec 6.0% 4.7%
CN Imports (yly) Dec -6.2% -6.7%
CN Trade balance (USD) Dec 48.65n 54.47bn
08:00 SE Unemployment, Swedish Public Employment Service Dec 4.1%
09:00 RO CPlI(yly) Dec 13%
09:30 SE Businesssectorproduction (m/m) Nov -0.4%
09:30 SE CPI(m/m) Dec -0.1% -0.2%
09:30 SE CPI(yly) Dec -0.5% -0.2%
09:30 SE CPI,index Dec 313.39 313.56
09:30 SE CPIF(m/m) Dec 0.0% 0.0%
09:30 SE CPIF(yly) Dec 0.3% 0.6%
09:30 SE Household consumption (m/m) Nov 0.6% 0.1%
09:30 SE Household consumption (y/y) Nov 2.2% 18%
10:30 GB CPI(yly) Dec 10%
15:00 US NFIB smallbusiness optimismindex Dec 97.8 98.1
16:00 US JOLTsjobopenings 4834
23:00 US Fed'sKocherlakota Speaks on Economic Outlook in New York
Wednesday, 14/01/2015 Nordea Consensus Actual Previous
08:45 FR HICP (m/m) Dec 0.0% -0.1% -0.2%
08:45 FR HICP (yly) Dec 0.0% -0.1% 0.4%
09:00 HU CPlI(yly) Dec -0.4% -0.7%
10:00 NO Mortgage rate, banks and mortgage companies (SSB) Nov 3.58%
1100 EU Industrial production (sa, m/m) Nov -0.2% 0.2% 0.1%
12:10 PL NBP announces interestrates (Base rate) Jan 2.00% 2.00%
13:00 US Mortgage applications, MBA 11.1%
14:00 US Fed'sPlosserSpeaksonthe Economy in Philadelphia
14:30 US Import prices (m/m) Dec -2.9% -15%
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Calendar

Wednesday, 14/01/2015 (continued)

Retail sales (m/m)

Retail sales control group

Retail sales, ex auto and gas (m/m)
Business inventories (m/m)

U.S. Federal Reserve Releases Beige Book

Thursday, 15/01/2015

Blannounces Reference Rate

House price balance, RICS

BoK announces interest rates (7-day repo rate)
Money supply, M2 (y/y) (Exp. 10- 15 Jan)

House prices, Statistics Sweden (y/y)

Foreign trade with goods (bn)

Norges Bank's survey of bank lending

ESV publish theirbudget forecast

Trade balance, sa

Meeting of the Executive Board of the Riksbank
CPI(m/m)

Empire manufacturing

Jobless claims, initial

PPIfinal demand (m/m)

PPI, core (m/m)

Philadelphia Fed

House prices, Maklarstatistik (y/y)
HICP (m/m, final)

HICP (yly, final)

Trade balance (USD)

Fed's Kocherlaktota Speaks on Economy and Monetary Policy

CPI (yly)

CPI, core (yly)

TIC flows, net total
Capacity utilization
Industrial production (m/m)

Consumer confidence, U. of Mich., 5-10Y inflation (prelim.)
Consumer confidence, University of Michigan (preliminary)

14:30 US
14:30 US
14:30 US
16:00 US
20:00 US
D
0101 GB
02:00 KR
09:00 CN
09:30 SE
10:00 NO
10:00 NO
10:00 SE
100 EU
13:00 SE
14:00 PL
14:30 US
14:30 US
14:30 US
14:30 US
16:00 US
Friday, 16/01/2015
08:00 SE
100 EU
100 EU
12:00 RU
13:50 US
14:30 US
14:30 US
15:00 USs
15:15 US
15:15 US
15:55 US
15:55 US
19:10 US

Dec
Dec
Dec
Nov

Jan
Dec
Jan
Dec
Dec
Dec

Nov

Dec
Jan

Dec
Dec
Jan

Dec
Dec
Dec
Nov

Dec
Dec
Nov
Dec
Dec
Jan
Jan

Consensus
0.1%
0.3%
0.3%
0.2%

Nordea

Consensus
7.75%

Nordea

12.5%

21bn

-0.4%

0.9%

20

Nordea  Consensus
-0.1 -0.1
-0.2 -0.2%
14.0bn

0.8%
1L7%

80.1%
0.1%

94.1

Fed's Bullard Delivers Presentation on U.S. Economy and Monetary Policy

Actual Previous
0.7%
0.6%
0.6%
0.2%

Actual Previous
7.75%
13%
2.00%
12.3%
7%
24.6bn

19.4bn

-0.2%

-3.58

294k

-0.2%

0.0%

24.5

Actual Previous

6%

-0.2%

13.6bn

13%
17%
$178.4bn
80.1%
13%
2.8%
93.6
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Nordea Markets is the name of the Markets departments of Nordea Bank
Norge ASA, Nordea Bank AB (publ), Nordea Bank Finland Plc and Nordea
Bank Danmark A/S.

The information provided herein is intended for background information
only and for the sole use of the intended recipient. The views and other
information provided herein are the current views of Nordea Markets as of
the date of this document and are subject to change without notice. This
notice is not an exhaustive description of the described product or the risks
related to it, and it should not be relied on as such, nor is it a substitute for
the judgement of the recipient.

The information provided herein is not intended to constitute and does not
constitute investment advice nor is the information intended as an offer or
solicitation for the purchase or sale of any financial instrument. The
information contained herein has no regard to the specific investment
objectives, the financial situation or particular needs of any particular
recipient. Relevant and specific professional advice should always be
obtained before making any investment or credit decision. It is important to
note that past performance is not indicative of future results.

Nordea Markets is not and does not purport to be an adviser as to legal,
taxation, accounting or regulatory matters in any jurisdiction.

This document may not be reproduced, distributed or published for any

purpose without the prior written consent from Nordea Markets.
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