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Global - Strong growth momentum

The outlook for global growth remains good. The euro area is on a stronger
footing, and the US economy continues to grow at a moderate pace.
Emerging markets are stabilising, contributing to a global cyclical upswing.
Political uncertainties have increased somewhat in the past months and
still pose a significant risk to the economic outlook. In the long run, popu-
list policies could undermine political and economic institutions that are
crucial for long-run growth prospects. In the short run, however, we ex-
pect strong growth to counteract the negative effects of a politically weak
environment.

Euro area - growth momentum strengthens

The euro area recovery is well under way. We see a broadening of economic growth across sectors and
countries. Germany's business cycle is maturing but has not yet peaked. The outlook for France has
strengthened. After a decade of weak growth, structural reforms in France can significantly boost both
medium and long-run growth prospects. In Spain, growth remains robust, but political instability has
made the economic outlook more uncertain. In Italy, growth is also improving, but will remain rather low
due to lack of structural reforms, weak public finance and adverse demographics. In the near term, we ex-
pect a continued cyclical upswing in the euro area despite the risk of political turmoil. Stronger growth in
Europe is particularly important to the Nordic and Baltic economies, which benefit from stronger exports.

The US to continue with gradual monetary tightening

Inthe US, the business cycle shows signs of maturing, but over the forecast horizon, economic activity
is expected to expand at about 2 % per annum. The labour market is strong and currently subdued infla-
tion is anticipated to rise. The Federal Reserve (Fed) continues to hike the policy rates and the normali-
sation of the balance sheet will proceed at a gradual pace. Chair Yellen, and NY Fed's Dudley will all step
down within the coming year, and vice chair Fischer recently bowed out, providing room for a shift in Fed
policy ahead. However, we expect the nominee for Fed Chair, Jerome Powell, to strive for continuity. The
gradual approach to policy normalisation begun by Yellen is likely to continue.

Emerging markets contributing to global upswing

Emerging markets are benefitting from a cyclical upswing in commodity-producing countries, such as
Brazil and Russia. China is managing to keep up growth numbers amidst a structural shift towards ser-
vices and domestic demand. The recent Party Congress showed a unified leadership and a tight grip by
the Communist Party. There are some signs of moving towards more market pricing in financial markets.
We reiterate that a long period of high credit growth and, hence, a reversal of the credit cycle still pose a
significant risk to the outlook. In India, growth is facing some headwinds, and the reform process is slow.
However, long-run growth potential remains good, given the strong demographic tailwinds.

Political risks still in focus

The risks to the economic outlook stem predominantly from palitical factors rather than macroeconomic
imbalances. Heightened geopolitical tensions, such as an escalation of the US-North Korea tensions,
pose arisk. In addition, we have to consider the severe risks to long-run growth prospects that stem
from weaker political institutions. We are particularly concerned about the attacks on the judicial sys-
tem, the democratic process, and the free press in the US. A weaker United States will shift the global
economic and political power towards less democratic nations. This will not necessarily slow growthin
the near term, but we should not underestimate the threat it poses to long-run prospects for growth
and well-being.



GLOBAL

Swedbank’s global GDP forecast" (annual percentage change)

2016 2017F 2018F 2019F
USA 15 2.2 (2.1) 2.2 (2.0) 1.7 (1.7)
EMU countries 1.8 2.3 (2.1) 2.1 (2.0) 18 (1.8)
Germany 1.9 2.3 (2.1) 2.2 (2.0) 18 (1.7)
France 11 1.8 (1.8) 1.8 (1.9) 19 (1.6)
Italy 1.1 15 (1.3) 13 (1.1) 11 (1.1)
Spain 3.3 3.1 (3.1) 26 (2.7) 2.3 (2.4)
Finland 19 2.8 (2.6) 2.2 (2.0) 1.8 (1.5)
UK 18 16 (1.6) 1.5 (1.5) 1.6 (1.6)
Denmark 1.7 24 (2.4) 2.2 (2.0) 2.0 (2.0)
Norway 09 18 (1.8) 1.8 (2.1) 1.4 (2.1)
Japan 1.0 16 (1.9) 1.3 (1.4) 0.8 (0.9)
China 6.9 6.7 (6.6) 6.6 (6.4) 6.3 (6.3)
India 79 6.3 (7.0) 7.3 (7.6) 79 (7.9)
Brazil -3.6 09 (0.8) 2.7 (2.3) 2.4 (2.4)
Russia -0.2 2.0 (2.0) 2.3 (2.3) 2.0 (2.0)
Global GDP in PPP 33 36 (3.6) 38 (3.7) 3.7 (3.6)
YCalendar adjusted, except for Russia. Aug 2017 forecasts in parenthesis Source: IMF and Swedbank

2/IMF PPP weights (revised Oct 2017)



Sweden - Housing market in the spotlight

The Swedish economy is benefitting from solid global growth. Exports and
industrial production have accelerated. Employment, investment, and
consumer spending are growing at a good pace, supported by low interest
rates and an expansionary fiscal policy. In recent months, however, we
have seen a clear slowdown in price increases in the housing market,
which is creating concern that prices may drop. Will prices stabilise, fall,
or continue to rise? What will happen to the Swedish economy if the
housing market slows?

The driving force in the Swedish economy is shifting from domestic demand to exportdriven industrial
production. Sweden is benefitting from improving growth in its neighboring region. In 2018, a strong
labour market, coupled with a higher child allowance and lower tax on retirees, will contribute to nearly a
5% increase in nominal disposable income. Growth in household consumption will dampen somewhat as
the Riksbank start to hike rates in mid-2018. In 2019, consumer spending will continue to slow as savings
remain high, partly due to increased amortisations. In 2019, overall GDP growth will slow to 2 percent.
Onereasonis that housing investment will not continue to rise at the same high pace in coming years.

Housing market stabilises

Two things have caused the slowdown in the housing market. First, the amortisation requirement
introduced in 2016 has had a dampening effect on price increases, mainly in metropolitan regions. This
was expected and is creating a more sustainable trend. The second factor is connected with the supply
of housing. Construction has increased substantially, and the supply of new housing is large. This new
construction is dominated by relatively expensive condominiums and rentals. When it comes to afford-
able rentals, however, the shortage is still large.

We expect the current stabilisation of housing prices to continue. For the country as a whole, we antici-
pate largely unchanged prices, +/- 5%, depending on the market and type of property. A fairly significant
correction is possible for expensive properties in metropolitan areas, but this reflects an oversupply

in the more expensive segment rather than conditions for the overall housing market. A strong labour
market, rising disposable incomes, and robust population growth are neutralising any major decline in
prices for the country overall.

When prices stabilise, the high growth rates for new housing construction we have seenin recent years
will decline, especially in 2019. At the same time, business and public sector investments are increasing,
especially in municipalities and county councils. A significant population increase, in particular of young
and old, is contributing to a greater need, e.g., for preschools, schoaols, senior care, hospital renovations
and expanded infrastructure. In the construction sector, labour shortages are large. Hence, in the con-
struction sector, the risk of rising unemployment is low, since workers can easily find new jobs.

Growth will slow to sustainable levels

In 2018, the growth rate in the Swedish economy will slow from today’s high levels of around 3% to more
sustainable growth of about 2%. Sweden enjoys favorable conditions for continued healthy growth; a
competitive and diversified business sector, strong government finances, and high population growth.
The development in the housing market is an important factor, however. A price drop of 15-20% would
clearly have a negative impact on the Swedish economy, resulting in lower growth and rising unemploy-
ment. Itis important, therefore, that politicians be careful and responsible in implementing new meas-
ures, such as tighter amortisation requirements and scaled-down interest rate deductions. At this point,
thereis arisk that further measures, instead of stabilising the housing market, will cause it to decline.



BALTICS

Baltic countries - Strong tailwinds

Economic growth has exceeded expectations in all three Baltic countries
this year. Stronger external demand is lifting exports and investments.
Tight labour markets are pushing up wages. Higher incomes, in turn, are
supporting consumption. GDP is expected to grow above its potential
both this and the next year. In 2019, growth is expected to recede

as the cyclical upswing fades. Inflation has accelerated due to higher
commodities’ prices and excise taxes and growing labour costs.

Economic growth will remain above potential in 2018

All three Baltic economies have enjoyed unexpectedly fast growth this year. Higher external demand and
robust domestic sales have lifted enterprises’ turnover and investment volumes, and have had a positive
impact on the labour market. Credit demand is slowly picking up, especially in Estonia. The economic cycle
is the most mature in Estonia, while Latvia is lagging behind, as its credit cycle is the youngest. Next
year, economic growth will slow somewhat but still remain above the potential (potential growth rate is
estimated at around or slightly below 3% in Estonia, Latvia, and Lithuania). In 2019, growth is expected
toslow to close to potential as the cyclical upswing fades.

In 2018-2019, economic growth will mostly be supported by domestic demand: consumption and invest-
ment. Export volumes are expected to show moderate growth rates. Consumption will remain solid due
torapid increases in households’ incomes, a tightening labour market, and stronger consumer sentiment.
In the coming two years, investment will be pushed higher by stronger demand (which will enhance
capacity constraints) and the implementation of the EU structural funds’ projects (which should peakin
the coming two years, during the current budgetary period of the EU).

Labour markets are tightening

Consumer price growth is expected to slow a bit in Estonia and Lithuania in 2018-2019 as external price
pressures ease. Inflation would still remain elevated (and peak in Latvia in 2018) due to a surge in excise
tax rates and growing labour costs. Wage growth will remain relatively high in the Baltics, outpacing
inflation, due mainly to the shortage of suitable labour, caused by growth-driven demand and negative
demographic trends, but partly also thanks to income legalisation, especially in Latvia and Lithuania.
Nevertheless, higher sales and improved productivity will make it easier for companies to adjust to
higher labour costs. Labour tax cuts in Estonia, Latvia, and Lithuania will boost net wages in 2018.

Employment is expected to remain relatively stable in the Baltics during the forecast period. Despite
high economic growth, employment is constrained by a shrinking working-age population and a skills
and regional mismatch between labour demand and supply, more prevalent in Latvia and Lithuania.
Unemployment continues its downward trend, except in Estonia, where a change in the social benefits
system of the disabled will force them to start looking for a job.

Main risks to growth are external

Although local elections in Estonia in October 2017 and a general election in Latvia in October 2018 will
keep fiscal policy expansionary in these two countries; they will probably not change the main course
of economic policy. The general governments’ budget deficits are expected to remain small in Estonia
and Latvia (below 1% of GDP); a fiscal surplus is foreseen in Lithuania in 2017-2019. The main risks to
growth are external - political uncertainty in Europe and/or possible shocks in the Scandinavian real
estate market- which could affect the Baltics through financial linkages, lower export demand, or the
incomes of the construction workers employed there. Domestically, the scarcity of labour is driving up
labour costs and could threaten competitiveness.



EXCHANGE AND INTERES

Interest and exchange rate forecasts

Even if the pace is slow, the direction of central banks is clear; a gradual
removal of policy stimulus has begun. We foresee that this normalisation
will continue, something that to a large extent will affect market interest
rates, as well as exchange rates. Interest rates are rising, and we see a
progressively stronger krona, as well as euro, during the forecast period.

Central banks’ cautious policy normalisation continues

Having raised the policy rate a full percentage point and begun reducing bond holdings, the Federal Re-
serve (Fed) is the farthest along in the process of removing monetary stimulus. We foresee that the Fed
will continue raising rates in a steady but cautious manner in the years ahead. A return of inflationary
pressures, along with a very tight labour market, will be key for the Fed. The ECB, unlike the Fed, will still
be conducting asset purchases through 2018, although at a reduced monthly volume starting in Janu-
ary. Cautious increases in policy interest rates will not come until early 2019, with the policy remaining
very accommodative through the forecast period. The ECB will be eyeing a weak inflation rate and a still
relatively fragile economic recovery. The Riksbank, mindful of the krona exchange rate and imported in-
flation, will begin raising the repo rate in mid-2018 when the Executive Board becomes more confident
that the ECB will also begin scaling back stimulus. The pace of repo rate increases thereafter, however,
will remain fairly shallow by historical standards.

Monetary policy sets tone in fixed-income markets

How central banks manage their hiking cycles and their exits from the unconventional monetary policies
they have been implementing will, in our view, remain the key factor influencing market interest ratesin
the years ahead. We foresee interest rate curves initially steepening as long-term interest rates can rise
more than the short-term rates, which are anchored by policy rates. Thereafter, as policy rates gradually
move upwards, we expect to see curves flatten again. The differentials in central banks’ timing in the
normalisation process will be animportant determinant for interest rate and curvature differentials in
market rates in various currencies. In a historical perspective, long-term rates will nonetheless remain
fairly low due to a continued high demand for safe assets, a low neutral interest rate, and stable infla-
tion expectations, near central banks’ inflation targets. In the case of Swedish government bond yields,
a small effective free float of bonds, strong public finances, and a low net borrowing requirement will
further act as restraining factors for how far long-term yields will rise. The political risks in Europe have
arguably diminished in wake of election outcomes this year and a stronger cyclical upswing. Nonethe-
less, we remain mindful that perceived political risk and widening peripheral spreads may flare up in
conjunction with political events, such as the upcoming Italian election.

Central bank's timing of normalisation will differ

Central bank policy rates and Swedbank forecasts
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EXCHANGE AND INTEREST RATES

Policy rate differentials and short-term market rates affect exchanges rates

Central bank policy also continues to be the major force driving relative strengths in the currency
markets. Short-term interest rate differentials supporting the US dollar will slowly fade as other central
banks begin in earnest to remove accommodation. Hence, over the forecast horizon, we see a gradually
strengthening euro relative to the dollar. We also expect the Swedish krona to strengthen against major
trading partners, especially in 2018, appreciating notably against both the euro and the dollar over the
forecast horizon. The Norwegian krone will depreciate somewhat in the near term in the wake of the
housing market weakness but fairly soon should regain its footing. Uncertainty surrounding the Brexit
negotiations will continue to cloud the outlook for the UK pound sterling; be prepared for bursts of vola-
tility. We expect emerging-market currencies to strengthen somewhat against the US dollar, as well.

The oil price has risen in recent months in the wake of geopolitical tension, but the medium-term outlook
remains largely unchanged and we foresee that the oil price gradually falls towards $55 per barrel. Crude
oil stocks are falling, but only very slowly. Importantly, we expect OPEC to ensure compliance with the
agreed production cuts, while recent data has revealed some limitations to the growth of US shale
production.

Interest and exchange rate forecasts, %

Outcome Forecast

2017 2017 2018 2018 2019 2019

6 NOV 31 DEC 30 JUN 31 DEC 30 JUN 31 DEC
Policy rates
Federal Reserve, USA¥ 1.25 1.50 1.75 2.00 2.25 2.25
European Central Bank ¥ 0.00 0.00 0.00 0.00 0.25 0.50
Bank of England 0.50 0.50 0.50 0.75 0.75 1.00
Riksbank -0.50 -0.50 -0.50 0.00 0.25 0.50
Norges Bank 0.50 0.50 0.50 0.50 0.50 0.75
Bank of Japan -0.10 -0.10 -0.10 -0.10 -0.10 -0.10
Government bond rates
Sweden 2y -0.9 -0.7 -0.2 0.3 0.7 0.9
Sweden 5y -0.2 0.2 0.7 1.2 14 15
Sweden 10y 0.8 1.0 1.4 1.8 1.9 2.0
Germany 2y -0.8 -0.7 -0.5 -0.2 0.3 06
Germany 2y -0.4 -0.2 0.1 0.6 11 1.3
Germany 10y 0.3 0.5 0.7 11 16 1.8
us 2y 1.6 1.8 2.1 2.5 2.8 2.6
UsS 5y 2.0 2.3 2.7 2.9 3.1 2.8
UsS 10y 2.3 28 3.1 3.3 3.4 3.2
Exchange rates
EUR/USD 1.16 1.16 1.18 1.20 1.20 1.22
EUR/SEK 9.79 9.70 9.40 9.20 9.20 9.10
USD/SEK 8.44 8.36 797 7.67 7.67 7.46
KIX (SEK) ¥ 114 112 108 106 106 105
EUR/NOK 9.44 9.70 9.50 9.30 9.20 9.00
NOK/SEK 1.04 1.00 0.99 0.99 1.00 1.01
EUR/GBP 0.88 091 0.9¢2 0.94 0.94 0.9¢2
USD/CNY 6.62 6.70 6.60 6.55 6.60 6.50
UsD/JPY 114 113 115 115 120 115
USD/RUB 59 59 58 57 57 56
YTotal competitiveness weights. Trade-weighted exchange rate index for SEK. Source: Macrobond & Swedbank
¢Upper Bound
¥RefiRate



APPENDICES

Appendices

SWEDEN: Key economic indicators, 2016-2019 "
2016 2017F 2018F 2019F

GDP growth (calendar adjusted), % ¢ 3.1 3.0 (3.2) 2.8 (2.6) 1.9 (2.1)
GDP growth, % ¥ 3.3 2.7 (2.9) 2.7 (2.5) 2.0 (2.0)
Household consumption 2.2 2.4 (2.4) 2.4 (2.2) 2.0 (1.7)
Government consumption 3.4 04 (0.1) 2.3 (2.4) 1.9 (1.8)
Gross fixed capital formation 5.6 7.9 (7.6) 3.6 (3.7) 2.2 (2.5)
Change in inventories, contribution to GDP growth 0.0 -0.1 (0.1) -0.1 (0.0) 0.0 (0.0)
Exports of goods and services 3.3 3.4 (2.8) 5.2 (5.0) 4.2 (4.2)
lImports of goods and services 3.4 4.5 (3.1) 53 (5.6) 4.6 (4.2)
Industrial production (calendar adjusted), % 2.6 2.8 (2.7) 4.8 (3.2) 3.7 (3.5)
CPI, % (average) 1.0 18 (1.9 2.1 (2.1) 2.8 (2.5)
CPI, % (end of period) 1.7 18 (2.0 2.5 (2.3) 2.8 (2.5)
CPIF, % (average) ¥ 14 20 (20) 17 (18 19 (19
CPIF, % (end of period) 19 19 (2.0 1.7 (1.7) 1.9 (1.9)
Riksbank policy rate, end of period -0.5 -0.5 (-0.5) 0.0 (0.0) 0.5 (0.5)
Unemployment rate (15-74), % 6.9 6.7 (6.6) 6.4 (6.5) 6.3 (6.4)
Change in labour force (15-74), % 10 2.1l (1.9) 1.2 (1.1) 0.8 (0.6)
Change in employment (15-74), % 15 23 (2.3) 15 (1.2) 09 (0.7)
Nominal hourly wage whole economy (NMO), % 2.4 2.7 (2.8) 3.1 (3.1) 34 (3.4)
(average)
Household savings ratio, % 158 153 (163) 154 (163) 151 (16.6)
Household real disposable income, % 23 2.0 (2.6) 2.7 (2.2) 23 (21)
Current account balance, % of GDP 51 53 (53) 53 (51) 52 (50
General government budget balance, % of GDP ¥ 11 le (14 07 (08 10 (11
General government debt, % of GDP ¥ 422 387 (386) 3689 (366) 351 (34.9)
August 2017 forecast in parenthesis. Annual percentage change if not stated otherwise Source: Statistics Sweden and
¢ CPlwith fixed interest rates Swedbank

3 According to Maastricht definition
“GDPinreal terms

ESTONIA: Key economic indicators, 2016-2019

2016 2017P 2018F 2019F
Real GDP growth, % 2.1 42 (35 35 (32) 30 (27)
Household consumption 4.3 2.0 (2.0) 4.0 (4.0) 2.5 (2.5)
Government consumption 1.9 1.8 (2.5) 2.0 (2.0) 2.0 (2.0)
Gross fixed capital formation -1.2 155 (115) 55 (6.0) 55 (5.0
Exports of goods and services 41 40 (6.5) 4.5 (4.2) 4.0 (4.0
Imports of goods and services 5.3 5.0 (7.3) 5.0 (5.0) 45 (4.3)
Consumer price growth, % 0.1 3.4 (3.3) 3.0 (2.9) 2.5 (2.5)
Unemployment rate, % ¥ 6.8 7.0 (6.9) 7.5 (7.2) 7.3 (7.1)
Change in employment, % 06 0.5 (0.7) 0.2 0.1) 0.2 (-0.1)
Gross monthly wage growth, % 7.6 6.5 (6.0) 5.3 (5.0) 5.0 (4.7)
Nominal GDP, billion euro 211 228 (224) 244 (237) 259 (25.0)
Exports of goods and services (nominal), % growth 4.1 7.7 (8.1) 7.2 (5.7) 6.1 (5.6)
Imports of goods and services (nominal), % growth 4.3 79 (89 74 (66) 66 (59
Balance of goods and services, % of GDP 39 42 (34 37 (7)) 34 (25
Current account balance, % of GDP 19 2.2 (2.1) 2.0 (1.1) 16 (0.8)
Current and capital account balance, % of GDP 49 5.7 (5.1) 50 (3.0 4k (2.4)
FDI inflow, % of GDP 3.2 35 (2.9) 30 (3.0 3.0 (2.8)
General government budget balance, % of GDP¥ -0.3 00 (05 -01 (07) -03 (-05)
General government debt, % of GDP 9.4 9.0 (9.5) 8.5 (10.0) 85 (10.5)
Y August 2017 forecast in parenthesis Source: Swedbank

2/ According to Labour Force Survey
¥ According to Maastricht definition
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LATVIA: Key economic indicators, 2016-2019

2016 2017F 2018F 2019F
Real GDP growth, % 2.1 47  (42) 42 (40) 32 (3.2
Household consumption 3.3 4.5 (4.5) 6.0 (5.5) 5.0 (5.0
Government consumption 2.7 4.3 (4.3) 3.0 (3.0) 3.0 (3.0)
Gross fixed capital formation -150 200 (10.0) 150 (120) 100 (10.0)
Exports of goods and services 4.1 5.0 (6.5) 4.5 (5.0) 4.0 (3.5
Imports of goods and services 4.5 9.5 (7.5) 7.8 (7.8) 7.0 (7.2)
Consumer price growth, % 0.1 29 (2.9) 3.5 (2.8) 2.5 (2.2)
Unemployment rate, % % 86 8.5 (8.5) 7.5 (7.5) 7.2 (7.2)
Change in employment, % -0.3 0.1 (0.1) 01 0.1 -0.5 (-0.5)
Gross monthly wage growth, % 5.0 7.5 (6.5) 9.0 (5.0) 7.0 (7.0)
Nominal GDP, billion euro 249 269 (2689) 290 (287) 308 (30.5)
Exports of goods and services (nominal), % growth 19 87 (102) 66 (6.6) 56 (5.1)
Imports of goods and services (nominal), % growth -0.5 133 (11.8) 94 (8.5) 8.6 (8.8)
Balance of goods and services, % of GDP 09 -6 (-03) -33 (199 -51 (40
Current account balance, % of GDP 1.4 -07 (05 -26 (l2) -44 (34
Current and capital account balance, % of GDP 24 0.2 (18 -05 (09) -21 (-16)
FDI inflow, % of GDP 0.9 2.2 (1.7) 2.2 (1.9) 2.1 (1.8)
General government budget balance, % of GDP ¥ 0.0 -08 (-04) -08 (-1.0)0 -08 (-08)
General government debt, % of GDP 40.3 372 (383) 350 (36.2) 333 (34.6)
YAugust 2017 forecast in parenthesis Source: Swedbank

?/ According to Labour Force Survey
3 According to Maastricht definition

LITHUANIA: Key economic indicators, 2016-2019

2016 2017F 2018F 2019F
Real GDP growth, % 2.3 3.8 (3.8) 3.5 (3.5) 2.5 (2.5)
Household consumption 56 4.3 (4.5) 3.7 (4.0) 3.5 (3.5)
Government consumption 1.6 2.0 (2.0) 1.5 (1.0) 1.0 (1.0)
Gross fixed capital formation -0.5 9.0 (10.0) 9.0 (8.0) 7.0 (7.0)
Exports of goods and services 3.5 10.0 (8.0) 6.0 (7.0) 3.0 (3.0)
Imports of goods and services 3.9 11.0 (10.0) 7.5 (8.0) 4.0 (4.0)
Consumer price growth, % 059 3.7 (3.5 3.3 (3.0) 2.5 (2.5)
Unemployment rate, % ¥ 7.9 7.2 (7.2) 6.8 (6.8) 6.5 (6.4)
Change in employment, % 2.0 -04 (-04) -04 (-04) -04 (-04)
Gross monthly wage growth, % 79 8.2 (8.0) 7.0 (7.0) 6.0 (5.0)
Nominal GDP, billion euro 386 417 (416) 448 (443) 472 (46.7)
Exports of goods and services (nominal), % growth 14 170 (120) 80 (9.0 5.0 (5.0)
Imports of goods and services (nominal), % growth -06 170 (1400 100 (11.0) 60 (6.0)
Balance of goods and services, % of GDP 0.8 059 (-05 -06 (200 -13 (-27)
Current account balance, % of GDP -0.9 -08  (-14) -17 (22 -20 (-27)
Current and capital account balance, % of GDP 0.6 0.4 (0.7) 0.1 (0.1) -0.1  (-06)
FDI inflow, % of GDP 09 10 (10 10 (10 1.0 (10
General government budget balance, % of GDP¥ 0.3 0.1 (-0.5) 0.5 (0.0 0.2 (-0.5)
General government debt, % of GDP 40.1 412 (415 364 (37.1) 367 (37.7)
August 2017 forecast in parenthesis Source: Swedbank

¢/ According to Labour Force Survey
3 According to Maastricht definition
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Swedbank Research’s disclaimer

What our research is based on

Swedbank Macro Research, a unit within Large Corporates & Institutions, bases
theresearch onavariety of aspects and analysis. For example: A fundamental
assessment of the cyclical and structural economic, current or expected market
sentiment, expected or actual changes in credit rating, and internal or external
circumstances affecting the pricing of selected FX and fixed income instruments.
Based on the type of investment recommendation, the time horizon can range from
short-termup to 12 months.

Recommendation structure

Recommendations in FX and fixed income instruments are done both in the cash
market and in derivatives. Recommendations can be expressed in absolute terms,
forexample attractive price, yield or volatility levels. They can also be expressed
inrelative terms, for example long positions versus short positions. Regarding the
cash market, our recommendations include an entry level and our recommendation
updates include profit and often, but not necessarily, exit levels. Regarding recom-
mendations in derivative instruments, our recommendation include suggested
entry cost, strike level and maturity. In FX, we will only use options as directional
betsand volatility bets with the restriction that we will not sell options on a net
basis, i.e. we will only recommend positions that have a fixed maximum loss.

Analyst’s certification

The analyst(s) responsible for the content of this report hereby confirm that
notwithstanding the existence of any such potential conflicts of interest referred
to herein, the views expressed in this report accurately reflect their personal views
about the securities covered. The analyst(s) further confirm not to have been, nor
are or will be, receiving direct or indirect compensation in exchange for expressing
any of the views or the specific recommendation contained in the report.

Issuer, distribution & recipients

This report by Macro Research, a unit within Swedbank Research that belongs to
Large Corporates & Institutions, isissued by the Swedbank Large Corporates &In-
stitutions business area within Swedbank AB (publ) (“Swedbank”). Swedbank is un-
der the supervision of the Swedish Financial Supervisory Authority (Finansinspek-
tionen).In noinstanceis this report altered by the distributor before distribution.

InFinland this reportis distributed by Swedbank’s branch in Helsinki, which is under
the supervision of the Finnish Financial Supervisory Authority (Finanssivalvonta).
In Norway this reportis distributed by Swedbank’s branch in Oslo, which is under
the supervision of the Financial Supervisory Authority of Norway (Finanstilsynet).
In Estonia thisreportis distributed by Swedbank AS, which is under the supervision
of the Estonian Financial Supervisory Authority (Finantsinspektsioon).

In Lithuania this report is distributed by “Swedbank” AB, which is under the supervi-
sion of the Central Bank of the Republic of Lithuania (Lietuvos bankas).

InLatvia thisreportis distributed by Swedbank AS, which is under the supervi-
sion of The Financial and Capital Market Commission (Finansu un kapitala tirgus
komisija).

This document is being distributed in the United States by Swedbank AB (publ) and
incertaininstances by Swedbank Securities U.S. LLC ("Swedbank LLC"),a U.S regis-
tered broker dealer, only to major U.S. institutional investors, as defined under Rule
15a-6 promulgated under the US Securities Exchange Act of 1934, as amended, and
asinterpreted by the staff of the US Securities and Exchange Commission. This in-
vestmentresearchis notintended for use by any person or entity thatis not a major
U.Sinstitutional investor. If you have received a copy of thisresearch and are not a
major U.S institutional investor, you are instructed not to read, rely on or reproduce
the contents hereof, and to destroy this research or return it to Swedbank AB (publ)
orto Swedbank LLC. Analyst(s) preparing this report are employees of Swedbank
AB (publ) who are resident outside the United States and are not associated
persons or employees of any US registered broker-dealer. Therefore the analyst(s)
are not subject to Rule 2711 of the Financial Industry Regulatory Authority (FINRA)
or to Regulation ACadopted by the U.S Securities and Exchange Commission (SEC)
which among other things, restrict communications with a subject company, public
appearances and personal trading in securities by a research analyst.

Any major U.S Institutional investor receiving the report, who wishes to obtain
furtherinformation or wishing to effect transactionsin any securities referred to
herein, should do so by contacting a representative of Swedbank LLC. Swedbank
LLCisaU.S. broker-dealer registered with the Securities and Exchange Commission
and a member of Financial Industry Regulatory Authority and the Securities Inve-
stor Protection Corporation.

Its address is One Penn Plaza, 15th Fl., New York,NY 10119 andits telephone num-
beris 212-906-0820. Forimportant U.S. disclaimer, please see reference: http://
www.swedbanksecuritiesus.com/disclaimer/index.htm

Inthe United Kingdom this communication is for distribution only to and directed

only at "relevant persons”. This communication must not be acted on - or relied on -

by persons who are not "relevant persons”. Any investment or investment activity

to which this document relates is available only to "relevant persons” and will be en-

gagedinonly with "relevant persons”. By "relevant persons” we mean persons who:

« Have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Promotions Order.

« Arepersons falling within Article 49(2)(a) to (d) of the Financial Promotion
Order ("high net worth companies, unincorporated associations etc”).

« Arepersonstowhomaninvitation orinducement to engage in investment acti-
vity (within the meaning of section 21 of the Financial Services and Markets Act
2000) - in connection with the issue or sale of any securities - may otherwise
lawfully be communicated or caused to be communicated.

Limitation of liability

Allinformation, including statements of fact, contained in this research report

has been obtained and compiled in good faith from sources believed to be reliable.
However, norepresentation or warranty, express or implied, is made by Swedbank
with respect to the completeness oraccuracy of its contents, and it is not to be
relied upon as authoritative and should not be taken in substitution for the exercise
of reasoned, independent judgment by you.

Be aware thatinvestmentsin capital markets - such as those described in this do-
cument - carry economic risks and that statements regarding future assessments
comprise an element of uncertainty. You are responsible for such risks alone and we
recommend that you supplement your Decision-making with that material which is
assessed to be necessary, including (but not limited to) knowledge of the financial
instruments in question and the prevailing requirements as regards trading in
financial instruments.

Opinions contained in the report represent the analyst's present opinion only and
may be subject to change. In the event that the analyst’s opinion should change or
anew analyst with adifferent opinion becomes responsible for our coverage of the
company, we shall endeavor (but do not undertake) to disseminate any such change,
within the constraints of any regulations, applicable laws, internal procedures
within Swedbank, or other circumstances.

If youare indoubt as to the meaning of the recommendation structure used by
Swedbankinits research, please refer to “Recommendation structure”.

Swedbank is not advising nor soliciting any action based upon this report. If you are
notaclient of ours, you are not entitled to this research report. This report is not,
and should not be construed as, an offer to sell or as a solicitation of an offer to buy
any securities.

Tothe extent permitted by applicable law, no liability whatsoever is accepted by
Swedbank for any direct or consequential loss arising from the use of this report.

Conflicts of interest

In Swedbank Research, a unit within LC&l, internal guidelines are implemented in or-

der to ensure theintegrity and independence of the research analysts. For example:

* Researchreports areindependent and based solely on publicly available
information.

¢ Theanalystsarenot permitted, in general, to have any holdings or any positions
(longor short, direct or via derivatives) in such Financial Instruments that they
recommend in their investment analysis.

¢ Theremuneration of staff within the Swedbank Research department may
include discretionary awards based on the firm's total earnings, including invest-
ment banking income. However, no such staff shall receive remuneration based
upon specificinvestment banking transactions.

Planned updates

Aninvestment recommendation is normally updated twice a month. This material
may not be reproduced without permission from Swedbank Research, a unit within
Large Corporates & Institutions. This report is not intended for physical or legal
persons who are citizens of, or have domicile in, a country in which dissemination is
not permitted according to applicable legislation or other Decisions.

Produced by Swedbank Research, a unit within Large Corporates & Institutions,
Stockholm.

Address
Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm.
Besoksadress: Malmskillnadsgatan 23,111 57 Stockholm.
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