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Special: Sentiment in the U.S. housing market and the Fed

Analysts: Tobias Basse // Constantin Luer

A closer look at the NAHB Housing Market Index

The sentiment indicators published by the NAHB, the influential trade body representing America's home builders,
command considerable attention on financial markets. There is, in fact, robust empirical evidence that these data se-
ries can help predict the future trajectory of house prices in the United States. In May as month under review, the
NAHB Housing Market Index posted a somewhat firmer gain — yet to speak of a genuine recovery would be premature.
At 37 points, the index continues to languish below the so-called "magical" threshold of 50 points — the level at which
survey respondents would only then be registering net optimism. All three sub-components of the index edged higher,
but any sense of a broader turning of the tide remains, for now, conspicuously absent. The "current sales conditions"
sub-component rose to 40 points in May, while its forward-looking counterpart — measuring expectations six months
out — climbed to 45 points, a reading that offers at least some grounds for cautious optimism. The U.S. construction
sector, in other words, is coming close to viewing the future in a positive light. The "prospective buyer traffic" sub-
component, however, remains a stubborn headache for estate agents, with that time series managing to "improve"
from a deeply depressed 22 to a still deeply depressed 25 points. In short, there is quite clearly a problem on the de-
mand side! A look across individual U.S. regions tells a similar story: tentative signs of improvement, but no real bright-
ening of sentiment. The Midwest was a relative bright spot, with sentiment climbing from 39 to 45 points in May as
month under review — bringing the "magical" 50-point threshold slowly back into view. Overall, however, the prevail-

ing tone across America's construction sector remains one of palpable pessimism.

Chart: A critical look at the U.S. housing market
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Interest rates are a problem

A closer look at the fixed-income segment is certainly warranted to help explain the weakness on the demand side of
America’s housing market. Stubbornly elevated house prices are colliding with a renewed rise in interest rates — a dy-
namic that sits at the very heart of the affordability crisis now weighing so heavily on the American economy. Long-
term mortgage rates in the land of unlimited opportunity are moving in near-lockstep with the yields on 30-year U.S.
Treasuries, tightening the squeeze on prospective buyers. Since the White House would appear to have little appetite
for falling house prices, this dynamic almost certainly lies behind Donald Trump's insistent calls for substantial interest-
rate cuts by the FOMC — a demand that, given the current inflation backdrop, has placed the Federal Reserve in Wash-
ington in a genuinely difficult position. Indeed, the expectation among market participants that interest rates will be

cut further towards year-end may well be one reason why the NAHB Housing Market Index appears to have bottomed
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out in April 2026 as month under review. The marked pessimism that has gripped America's construction sector now
appears to be slowly easing — and the forward-looking component of the index offers some grounds for hoping that a
more sustained recovery in the U.S. housing market may be in prospect, a market that, it bears remembering, occupies
a uniquely important place in the broader American economy. Should interest rates fail to fall again, however, the
fragile improvement in sentiment now in evidence could readily go into reverse. In that context, developments in the

Persian Gulf at any rate warrant close attention as well.

Conclusion

Other indicators, too, are increasingly pointing towards a gradual recovery in the U.S. housing market. New-home sales
surged unexpectedly sharply in March, reaching an annualized rate of 682,000 units. Sales incentives — discounts
among them — appear to have played a meaningful role in supporting demand, a finding that itself can be seen as un-
derscoring the acute price sensitivity of today's prospective buyers. Meanwhile, data from the National Association of
Realtors on pending sales of existing homes — contracts already signed — show a third consecutive monthly increase in
April. The most recent reading for that time series showed a month-on-month rise of 1.4 percent, following an up-
wardly revised change rate of 1.7 percent mom in March as month under review. Officials at the National Association
of Realtors have already ventured the term "cautious optimism" in describing conditions in the U.S. housing market.
While we would still like to avoid this term for the time being, there is now undoubtedly growing evidence that senti-
ment in the U.S. residential property market is bottoming out. The renewed rise in mortgage rates, however, could yet
prove a near-term headwind. A close look at the U.S. construction sector thus carries direct implications for the
FOMC's further monetary policy path. The incoming Fed chair, for instance, has been credited with an inclination to
pursue active sales of mortgage-backed securities as part of his plans for scaling back the Fed's balance sheet. Whether
such a course of action — even if accompanied by key-rate cuts to support the broader North American economy —
could be executed without significant disruption in the current housing market environment remains to be seen. Kevin

Warsh has, in any event, inherited no easy brief.
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USA: The topic of inflation moves into focus

Analysts: Tobias Basse // Constantin Luer

The topic of inflation moves into focus

Consumer prices rose quite sharply again in April, as expected, with the time series climbing 0.6 percent month-on-
month and driving the annual rate up to 3.8 percent. The core CPI reading came in at 0.4 percent month-on-month.
Energy prices remain squarely in focus. The ongoingly acute tension in the Persian Gulf weighed noticeably on house-
hold purchasing power in April, with petrol prices rising by 5.4 percent mom. Stripping out energy costs, consumer
prices rose in lockstep with the core rate, at 0.4 percent mom. Following data disruptions caused by the government
shutdown, official U.S. statisticians have made adjustments to the housing component of the index — adjustments that,
for April, can reasonably be read as introducing an "upward" distortion. That said, the broader inflationary picture in
the United States is genuinely difficult at present. Producer prices, for example, rose sharply in April, driven primarily
by energy prices and transportation costs. No near-term relief is in sight either, and it is not until the fourth quarter of

2026 that the U.S. inflation data should again show signs of easing.

Chart: Interest rates in the USA
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Housing market with a somewhat less pessimistic view of the current situation

The NAHB Housing Market Index edged up to 37 points in May — as discussed in greater detail in our Special — yet the
U.S. housing market clearly continues to fall short of its potential. The 50-point growth threshold remains, for now, no
more than a distant prospect. With the last reading above that psychologically significant mark dating back to April
2024, the sector is now entering its second year of stagnation. The persistent weakness in the "prospective buyer traf-
fic" component is a particular concern. Consequently, the demand side appears to be the core problem. The elevated

mortgage rates undoubtedly represent a formidable barrier for prospective residential property buyers.

What will Kevin Warsh do?

As expected, incoming Fed chair Kevin Warsh faces formidable challenges. The current inflation data simply do not
permit the interest rate cuts that the White House would dearly like to see — cuts that would also offer some relief to
the U.S. housing market. Warsh will therefore have to wait, not least because the broader inflation picture in the
United States looks set to deteriorate further before it improves. It is not until the fourth quarter that the consumer
price index should begin to open up leeway for further downward adjustments to the Fed funds target rate. When that
materializes, Warsh will almost certainly be looking to move promptly — though he will first need to build a majority

within the FOMC for his strategy. The new Fed chair evidently holds views on U.S. monetary policy that differ some-
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what from those of his predecessor. For Warsh, the Federal Reserve's heavily bloated balance sheet is a central con-

cern, and one he clearly intends to address actively. Yet given the U.S. government's substantial financing require-

ments and the continued weakness of sentiment in the American housing market, quantitative tightening could prove

a serious complication. Warsh is, of course, well aware of this state of affairs. He likely has some form of understand-

ing with Donald Trump — one that, at its most basic, might be characterized as rate cuts in exchange quantitative tight-

ening. The White House appears to have in mind a floor of 3.00 percent for the upper bound of the Fed funds target

rate as the minimum for any further monetary easing still to be delivered. Flanked by downward adjustments to the

policy rate, cautious steps towards balance sheet reduction might then perhaps also be implemented. The task now

confronting Kevin Warsh is, without question, far from straightforward. That said, he did choose the job entirely of his

own volition — nobody compelled him to put his name forward for the position of Fed chair.

Fundamental forecasts, USA

2025 2026 2027
GDP 2.1 2.1 23
Private consumption 2.6 2.0 2.2
Govt. consumption 1.1 1.0 1.2
Fixed investment 2.0 2.8 3.8
Exports 1.6 2.2 2.0
Imports 2.7 0.1 2.2
Inflation 2.7 3.2 2.0
Unemployment rate! 4.3 4.4 43
Budget balance? -5.4 -6.3 -6.2
Current acct. balance? -3.8 -3.2 -3.2
Change vs previous year as percentage; ! as percentage of the labour force; 2 as percentage of GDP
Sources: Macrobond, NORD/LB Macro Research
Quarterly forecasts, USA
/25 IvV/25 1/26 /26 11/26
GDP qog ann. 4.4 0.5 2.0 1.2 2.8
GDP yoy 2.3 2.0 2.6 2.0 1.6
Inflation yoy 2.9 2.7 2.7 4.0 3.5
Change as percentage
Sources: Macrobond, NORD/LB Macro Research
Interest and exchange rates, USA
21.05. 3M 6M 12mM
Fed funds target rate 3.75 3.75 3.50 3.00
3M rate 3.64 3.60 3.30 2.95
10Y Treasuries 4.57 4.15 4.00 3.80
Spread 10Y Bund 147 95 80 50
EUR in USD 1.16 1.18 1.19 1.19

Sources: Bloomberg, NORD/LB Macro Research



7 / Economic Adviser ¢ June 2026

Euroland: ECB lays groundwork for June interest rate shift

Analysts: Christian Lips, Chief Economist // Christian Reuter

First-quarter growth disappoints — but the full consequences of the Iran war still lie ahead

The eurozone's economic growth disappointed in the first quarter, coming in at just 0.1 percent quarter-on-quarter.
The Iran war naturally only began to make itself felt towards the end of the quarter, though industrial output in several
member states actually surprised on the upside with strong growth in March. Many companies appear to have re-
sponded by front-loading orders and building up inventories in anticipation of the disruptions and price pressures to
come. These pull-forward effects, however, will weigh on growth in the quarters ahead.

Among the individual member states, Germany stood out as a positive surprise, Spain largely maintained its momen-
tum, once again benefiting from the strength of its domestically oriented and services-driven economy. In Italy, growth
received a boost from the special effects of the Winter Olympics. France, by contrast, stagnated, with every compo-
nent of demand in negative territory save for government consumption. Stripping out the sharp contraction in Irish
GDP — which fell 2.0 percent quarter-on-quarter — eurozone growth for the period comes to 0.25 percent qog.

For the second quarter, a further slowdown in economic activity appears to be taking shape. Sentiment indicators have
deteriorated broadly. May's purchasing managers' indices fell sharply in several cases. The composite PMI for the euro-
zone declined for the third consecutive month, slipping to 47.5 points — a reading that, by mechanistic interpretation,
places it in contraction territory. The sentiment in the services sector has developed particularly negatively, having lit-
erally plummeted. Rising prices appear to be prompting households to cut back on services spending in particular. At
the country level, France stands out as a cause for concern, with a services PMI level of 42.9 points pulling the compo-

site reading down to 43.5 points.

Chart: Purchasing managers' indices fall sharply
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Inflation accelerates further — producer prices point to persistent price pressure

Eurozone inflation rose for the second consecutive month in May, reaching 3.0 percent year-on-year and moving fur-
ther away from the ECB's stability target. For now, the price surge remains largely confined to energy, where the an-
nual rate more than doubled in April to 10.8 percent yoy. Services inflation did ease to 3.0 percent yoy, though this
largely reflects the timing of the Easter holidays, which this year fell predominantly in March.

The rise in energy prices is merely the first wave. In the months ahead, inflationary pressure is set to broaden into food
and industrial goods. A foretaste is already visible in producer prices, which rose 3.4 percent mom in March — their

sharpest increase since August 2022.
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ECB warns of inflation risks and strikes a hawkish tone — June rate shift expected
At its late-April meeting, the ECB decided, as expected, to leave its key interest rates unchanged for the time being.

According to Christine Lagarde, the decision was unanimous, though taken against a backdrop of exceptionally ele-
vated uncertainty. In light of that uncertainty, the ECB is unwilling to commit to a forward policy path. Yet the longer
the Iran conflict persists, the greater the upside risks to inflation become. The ECB's statement underscored this point,
also flagging early signs of a marked rise in short-term inflation expectations. This is unlikely to be mere hawkish rheto-
ric alone — it points, rather, to a growing inclination within the Governing Council towards a near-term moderate tight-
ening of monetary policy. Second-round effects, however, have yet to materialize.

At the same time, a prolonged conflict would be expected to weigh more heavily on economic activity —a dynamic al-
ready foreshadowed in the May PMI data. Yet this presents only an apparent dilemma for the monetary policymakers.
For one thing, Lagarde anticipates a growth slowdown rather than outright stagnation. Moreover, the ECB pursues just
one objective, namely to safeguard price stability over the medium term. With that clear hierarchy of objectives in
place, and on the basis of new projections, a reassessment of the central bank's monetary policy stance is likely in
June. The updated projections will establish a more pessimistic baseline scenario as the new foundation for policy deci-
sions.

We anticipate a first rate hike in June, followed by a further move in the second half of the year — but not the sequence
of four to five rate steps that markets had at one point priced in. This is also how we interpret the ECB's explicit re-
minder in its latest decision that the starting point ahead of the Iran war differs fundamentally from the situation in
2022. Only clear evidence of second-round effects would compel the ECB to respond more forcefully and pursue a

more extensive tightening of its monetary policy.

Fundamental forecasts, Euroland

2025 2026 2027
GDP 15 0.6 1.1
Private consumption 1.6 0.5 1.1
Govt. consumption 1.6 2.2 14
Fixed investment 3.1 1.5 2.8
Net exports? -0.6 -0.5 -0.4
Inflation 21 3.1 23
Unemployment rate? 6.3 6.2 6.2
Budget balance3 -2.9 -3.3 3.4
Current account balance? 1.7 0.9 1.2

Change vs previous year as percentage, ! as contribution to GDP growth; 2 as percentage of the labour force; 3 as percentage of GDP

Sources: Macrobond, NORD/LB Macro Research

Quarterly forecasts, Euroland

n/2s IvV/25 1/26 /26 /26
GDP sa qoq 0.3 0.2 0.1 0.0 0.1
GDP sa yoy 1.4 13 0.8 0.6 0.5
Inflation yoy 2.1 21 2.0 3.2 3.3
Change as percentage
Sources: Macrobond, NORD/LB Macro Research
Change as percentage

21.05. 3mM 6M 12m

Repo rate ECB 2.00 2.25 2.50 2.50
3M rate 2.20 2.40 2.50 2.60
10Y Bund 3.10 3.20 3.20 3.30

Sources: Bloomberg, NORD/LB Macro Research
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Germany: Iran war puts brakes on the recovery

Analysts: Christian Lips, Chief Economist // Christian Reuter

Solid growth in Q1 characterizes the economic picture before the Iran war

The German economy got off to an unexpectedly dynamic start to 2026. The first-quarter GDP figures, however, still
largely capture economic conditions prior to the outbreak of the Iran war. According to the Federal Statistical Office,
Germany's real GDP expanded by a seasonally and calendar-adjusted 0.3 percent quarter-on-quarter between January
and March —marking a second consecutive quarter of growth. The principal drivers were government consumption
expenditure, which rose 1.1 percent qoq, and exports, which surged 3.3 percent qoq. Private consumption, by con-
trast, appears to have lost momentum in March, ending the quarter flat. Even so, the drag from construction invest-
ment — which fell 2.5 percent qog amid a relatively harsh and snow-heavy winter — was more than offset in aggregate.
Monthly economic indicators confirm that the Iran war and the energy price shock it triggered were already weighing
on growth in March. Real retail sales in Germany contracted by a revised 0.8 percent month-on-month, with the sharp
rise in fuel prices in particular — and thus the resulting surge in headline inflation — bearing down directly on consum-
ers' disposable incomes.

The picture in the manufacturing sector is somewhat more mixed. Construction output recovered in March after two
weather-hit months, rising 1.9 percent mom, while industrial output fell back noticeably, declining 1.2 percent mom.
At the same time, however, companies recorded a sharp upward trend in new orders, up 5.0 percent mom — a gain not
attributable to large-scale one-off contracts. The order backlog expanded accordingly in March, with average order
coverage now standing at 8.8 months. A significant portion of the March orders surge, however, likely reflects compa-
nies bringing forward purchases in anticipation of rising prices and supply chain disruptions. We expect economic mo-

mentum to slow down as early as the spring.

Chart: Sharp rise in the proportion of industrial companies reporting materials shortages
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Special effects dampen upward inflation trend: Easter effect moderates April reading, fuel rebate in May and June

German inflation rose to 2.9 percent year-on-year in April, as expected, with the headline rate driven sharply higher by
massive energy price increases as in the previous month. Energy was 10.1 percent more expensive in April than in the
same month a year earlier — the fastest pace since early 2023. Particularly sharp price rises at the petrol pump and for
light heating oil were the main drivers in this context. Food price inflation has remained relatively stable for several
months, with prices up 1.2 percent yoy in April.

Services inflation, by contrast, slowed markedly, from 3.2 percent to just 2.8 percent year-on-year. Core inflation — ex-

cluding food and energy — fell in tandem, dropping to just 2.3 percent year-on-year. This, however, is largely an Easter
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effect. Compared with last year, the Easter holidays fell considerably earlier, meaning that the seasonal price pres-
sures typically associated with Easter have this year largely shifted into March. These effects customarily show up in
fuel prices and package holidays; the latter were 3.5 percent cheaper in April than in the same month a year earlier.
The precise contribution of the Easter effect to fuel price developments is difficult to isolate this year, given the over-
lapping influence of global energy price swings stemming from the Iran conflict, together with the state regulation of
fuel price increases — limited to once daily at noon — in effect since 1 April. Nonetheless, the distortions introduced by
the timing of Easter at any rate call for caution in interpreting why the rise in HICP inflation came in somewhat below
expectations. For May and June, the fuel rebate must also be factored in, as it will suppress petrol prices and tempo-

rarily dampen the rise in the inflation rate.

Industry signals strain from material shortages — May sentiment slump comes to a halt

Rising energy and industrial commodity prices are also driving up input costs significantly for businesses. Surveys sug-
gest that companies have not yet raised their expectations for future selling prices to the same degree —though here
too, the trend is already pointing moderately upward. In addition, there are initial signs from industry of material
shortages. Although the proportion of affected companies in the manufacturing sector is still moderate at just short of
14 percent, the impact is significantly higher in some sectors of the economy, such as the chemical industry (31 per-
cent) or among manufacturers of rubber and plastic products (23 percent) (see chart on p. 9).

May did bring some degree of stabilization in sentiment, albeit at a low level. The ifo business climate index edged up
to 84.9 points, and the ZEW expectations also improved somewhat. Germany's economy nonetheless faces a number
of headwinds in the wake of the Iran war and the closure of the Strait of Hormuz. Within a European context, however,
the German economy is — unlike in previous years — holding up relatively well, a performance in which fiscal stimulus is
likely playing a significant part. Against this backdrop, we remain confident that, despite the geopolitical strains, this

year will see the German economy return to moderate growth of 0.7 percent as against the previous year.

Fundamental forecasts, Germany

2025 2026 2027
GDP 0.2 0.7 1.2
Private consumption 13 0.4 1.0
Govt. consumption 1.5 3.9 2.6
Fixed investment -0.2 0.6 3.4
Exports -0.9 1.3 1.8
Imports 3.1 2.0 3.6
Net exports? -1.5 -0.2 -0.7
Inflation? 23 29 2.2
Unemployment rate? 6.3 6.4 6.4
Budget balance -2.7 -3.8 -39
Current account balance* 4.5 3.7 3.2

Change vs previous year as percentage, 'as contribution to GDP growth; 2HICP; 3as percentage of the civil labour force (Federal Employment Office defi-

nition); 4 as percentage of GDP

Quarterly forecasts, Germany

Iv/25 1/26 11/26 /26
GDP sa qoq 0.2 0.3 -0.2 0.1
GDP nsa qoq 0.5 0.5 0.3 0.6
Inflation yoy 2.3 2.3 3.0 3.2

Change as percentage

Sources: Macrobond, NORD/LB Macro Research
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Switzerland: Capital market rates in upward trend

Analyst: Christian Reuter

First-quarter growth surprises on the upside — slowdown not (yet) in sight

Switzerland's real GDP, adjusted for seasonal factors and sporting events, grew by 0.5 percent qoq in the first quarter
of 2026, according to a preliminary estimate. On an annualized basis this may appear modest, but it should be read
against the backdrop of an extremely strong prior-year quarter driven by front-loading effects ahead of U.S. tariff
measures. The fallout from the Iran war, meanwhile, is likely to have played a merely limited role in Q1. Sentiment in-
dicators have improved of late, however. Particularly noteworthy is the rise in the April PMI, which confirmed the in-
dex's jump above the 50-point mark recorded the previous month. This marks only the second month since December
2022 that the indicator has stood above the expansion threshold. Purchasing departments, moreover, are reporting
their most optimistic outlook since October 2022. Growth was, in fact, quite broadly based, with gains recorded in
both manufacturing and the services sector. Switzerland can thus be said to have made a robust start to the year.

The economic strain stemming from the Iran war has so far manifested primarily in higher inflation. The annual rate
rose to 0.6 percent in April, coming in slightly above economists' expectations. The acceleration was confined entirely
to imported goods, which rose 1.5 percent month-on-month in price, while the core rate — excluding fresh and sea-
sonal produce, energy and fuels — held steady, and prices for domestically produced goods fell further. As far as can be
foreseen, the inflationary impulse will broaden across the Swiss economy in the near term. Annual rates above 1.0 per-
cent should not come as a surprise in the months ahead, but ought to remain the exception rather than the rule. Infla-
tionary pressure should ease noticeably in the second half of the year — provided, that is, that oil and energy prices
retreat by then. Given that an escalation of the Iran war remains possible at any time, however, this forecast carries a

rather high degree of uncertainty.

SNB can afford to watch and wait — no discernible pressure to act

Although the Swiss National Bank had struck a relatively dovish tone compared with other major central banks, Swiss
capital market yields have tracked the international trend and risen sharply of late. Ten-year Confederation bonds
have been trading at 0.5 percent since the beginning of May, their highest level since June 2024. Two-year yields have
also risen markedly, returning to positive territory. The franc, meanwhile, has weakened marginally in trade-weighted
terms. The Swiss economy’s strong expansion should not unduly unsettle the SNB in maintaining its watch-and-wait
stance — especially since growth remains below potential, and the drag effects of the Iran war remain difficult to quan-
tify at this stage. In this context the movement in inflation so far has done little more than reduce the probability of
negative interest rates. To keep inflation expectations in check nonetheless, the SNB is likely to maintain its hawkish
rhetoric and its focus on the exchange rate — but, unlike the ECB, to refrain from tightening for the time being. As long
as inflation remains closer to zero than to the 2-percent upper bound of its stability target, and inflation expectations

stay "anchored”, there is no immediate pressure on the SNB to act.

Fundamental forecasts*, Switzerland Interest and exchange rates, Switzerland

2025 2026 2027 21.05. 3M 6M 12m
GDP 1.4 0.8 1.7 SNB policy rate 0.00 0.00 0.00 0.00
Inflation (CPI) 0.2 0.6 0.3 3M rate -0.05 0.00 0.01 0.10
Unemployment rate! 2.9 3.0 2.9 10y 0.57 0.50 0.52 0.55
Budget balance? 0.6 -0.2 -0.3 Spread 10Y Bund -253 -270 -268 -275
Current account balance? 7.1 4.3 3.8 EUR in CHF 0.91 0.92 0.92 0.93

* Change vs previous year as percentage; ! as percentage of the
labour force, 2 as percentage of GDP

Sources: Macrobond, Bloomberg, NORD/LB Macro Research
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Japan: Yen remains in fluctuation

Analyst: Tobias Basse

Encouraging GDP figures at the start of the year

Japan's economy got off to an encouraging start in 2026, with preliminary figures showing first-quarter GDP growth of
a solid 0.5 percent qoqg. Real economic output in the Land of the Rising Sun was supported, among other things, by
export performance, while higher wages appear to have improved the financial position of households. The Iran con-
flict, however, is now casting a shadow over the Japanese economy. Elevated energy prices are quite unambiguously a
problem for many businesses and consumers alike. The policymakers in Tokyo are already weighing fresh support
measures and looking for viable ways to finance the additional costs that threaten to materialize. In this context, the

rise in long-term interest rates is a particularly acute headache for the authorities in Tokyo.

Bank of Japan will have to act in due course

The Bank of Japan held back from a further rate hike in April, a decision that in all likelihood reflected the additional
uncertainty unleashed by the Iran conflict. Looking ahead, however, the central bankers in Tokyo will need to act. The
current policy rate appears clearly too low. We expect a 25bp increase within the next three months, though whether
this move can be delivered as early as June remains to be seen. The current GDP figures would support a rate move,
but geopolitical factors will also weigh heavily in the deliberations. Generally speaking, the Bank of Japan's officials are
well known for their cautious approach. In any event, Japanese long-term rates now appear to be pricing in rather
more action from Tokyo's policymakers than is likely to materialize. The sharp rise in long-term bond yields is, how-
ever, undoubtedly also attributable to the new government's fiscal plans. International financial markets are at any

rate watching prime minister Sanae Takaichi with a certain degree of concern.

Yen remains in fluctuation

Interventions have given the yen meaningful support recently, though their effect is now at least partially fading. In-
deed, Tokyo's interventions in the global FX market initially brought the 156.00 yen per U.S. dollar mark into view.
Since then, however, the Japanese currency has weakened again. FX markets are now openly speculating about the
possibility of coordinated interventions with the United States. Japan's Ministry of Finance will in all likelihood con-
tinue looking to keep the dollar-yen exchange rate below the level widely regarded as critical — 160.00 yen per USD.
Higher policy rates could certainly help on this front. That said, it would probably take unexpectedly bold action from
the Bank of Japan to generate any truly meaningful movements in the currency markets. Given the current level of

long-term interest rates, however, the Bank of Japan is unlikely to summon the resolve for steps of that magnitude.

Fundamental forecasts*, Japan Interest and exchange rates, Japan

2025 2026 2027 21.05. 3M 6M 12mM
GDP 1.2 0.8 1.0 Key rate 0.75 1.00 1.25 1.25
Inflation 3.2 2.2 2.0 3M rate 1.24 1.20 1.30 1.30
Unemployment rate! 2.5 2.6 2.5 1oy 2.77 2.60 2.30 2.20
Budget balance? -1.4 -3.0 -3.0 Spread 10Y Bund -32 -60 -90 -110
Current account balance? 4.8 4.5 4.3 EUR in JPY 185 185 183 177
* Change vs previous year as percentage; USD in JPY 159 157 154 149

1as percentage of the labour force; 2as percentage of GDP

Sources: Macrobond, Bloomberg, NORD/LB Macro Research
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China: Unexpectedly upbeat data from the industrial sector

Analyst: Tobias Basse

Unexpectedly upbeat data from the industrial sector

As is well known, Q1/2026 saw China's economy grow by a commendable 5.0 percent year-on-year in real terms, and it
was the industrial sector that stood out quite clearly in terms of performance. External demand, in particular, appears
to have lent meaningful support on this front. The latest purchasing managers' index data reinforce that picture. The
RatingDog China Manufacturing PMI climbed to 52.2 in April as month under review, signalling a marked acceleration
in industrial activity. April's CFLP Manufacturing PMI tells a somewhat less encouraging story of the situation, however,
with this time series having edged down marginally to 50.3 points. On the positive side, though, the index thus held its
ground above the almost totemic 50-point mark — the threshold between expansion and contraction that likely also
carries considerable psychological weight. The Iran conflict nonetheless remains a threat to the Chinese economy. En-
ergy supplies from the Persian Gulf are of particular importance to Asia, and any sustained rise in oil prices would to a

certain extent also weigh on China's economic output.

The meeting in Beijing

The leaders of the United States and China met last week in Beijing, with "pleasant" images appearing in the press and
on TV and both sides visibly at pains to signal their readiness for constructive dialogue in no uncertain terms. The at-
mosphere was, it must be said, far from negative. Yet for all the goodwill on display, the summit appeared to yield little
in the way of really "big deals" — whether on economics or geostrategy. In South Asia in particular, some political ob-
servers had hoped the two powers might find common cause on resolving the Iran conflict; on that front, at least, ex-
pectations went unmet. On the other hand, the governments in precisely that region are also uneasy about the new
"constructive strategic stability" approach in the relationship between Beijing and Washinton as proclaimed by Xi. Too
much harmony between the two great powers is equally unwelcome in many Asian countries. For the governments of
Indonesia, the Philippines, Vietnam — and even Japan — the emerging dynamic amounts to something close to a geopo-

litical gamble with uncommonly high stakes.

Beijing's economic policy remains in focus

The economic policymakers in Beijing appear to remain under a certain degree of pressure to act. The encouraging
GDP data for the first quarter will, however, have further dampened the urgency for swift action on the part of the
officials. While the central bank also warrants attention in this context, it is above all fiscal policy in the Middle King-
dom that could, looking ahead, be deployed to counteract — at least to a certain extent — the adverse economic conse-

quences of the Iran conflict.

Fundamental forecasts*, China Interest and exchange rates, China

2025 2026 2027 21.05. 3M 6M 12m
GDP 5.0 4.7 4.4 Deposit rate 1.50 1.50 1.50 1.50
Inflation 0.0 1.2 1.1 3M SHIBOR 1.41 1.45 1.40 1.40
Unemployment rate! 5.2 5.1 5.0 10y 1.75 1.75 1.70 1.70
Budget balance? -5.1 -5.5 -5.7 Spread 10Y Bund -135 -145 -150 -160
Current account balance? 3.8 2.9 2.7 EUR in CNY 7.91 8.04 8.09 8.03
* Change vs previous year as percentage USD in CNY 6.80 6.81 6.80 6.75

1 as percentage of the labour force, 2 as percentage of GDP

Sources: Macrobond, Bloomberg, NORD/LB Macro Research
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Britain: Gilts in focus of the markets

Analyst: Constantin Lier

Gilts with heightened sensitivity of late

Britain's economy has a fresh concern to add to its list, namely interest rates. British government bonds, known as
gilts, have come under close market scrutiny in recent days and weeks, with yields in several maturity segments reach-
ing local highs. Compared with end-February, the yield on ten-year gilts, for example, has risen by just over 100bp,
most recently standing at around 5.1 percent. Notably, the bond market appears to have lost its reputation as an un-
conditional safe haven; in Britain in particular, this is partly linked to the high public debt ratio, which currently stands
at close to 100 percent of GDP, compared with just around 28 percent at the turn of the millennium. Persistent infla-
tion concerns are adding further upward pressure on yields. While Britain's ability to service its debt is not, for now,
seriously in question —demographic trends notwithstanding — the debt burden is increasingly taking on the character

of a sword of Damocles hanging over the public finances.

The MPC's interest rate outlook

Part of the problem described above lies in the outlook for the Bank Rate, as the benchmark interest rate is known.
Persistent inflation concerns led the Monetary Policy Committee to hold back at its most recent meeting, a decision
taken by a substantial majority of its members. Near-term rate cuts appear to be off the table for now. Indeed, market
participants are increasingly entertaining the possibility that the Bank of England could actually raise rates. This cannot
be ruled out, of course. Every further day the Strait of Hormuz remains blocked — or sees only a fraction of its pre-war
shipping traffic — the problem becomes more entrenched. Despite a certain degree of caution, the central bankers will
nonetheless be looking to avoid overly aggressive rate adjustments. Inflation is currently running at a relatively volatile
pace, though the monthly readings could yet push the annual rate higher still. A projected annual rate of 3.2 percent
almost seems conservative against the current news flow. A resolution to the shipping lane disruption would, however,

be decidedly welcome and helpful.

Journey to Jerusalem

The million-dollar question is how much longer Keir Starmer will remain Prime Minister — or whether he may be forced
to hand over the baton in the (very) near term. A Liz Truss moment has arguably not yet been reached, but the intra-
party succession struggle is already well underway. His party has good reasons to avoid a general election, however,
and one is not in fact necessary to bring about a change at the top. In the United Kingdom, whoever leads the govern-
ing party is, as a rule, also Prime Minister. It is precisely this logic that underpins the ambitions of Wes Streeting, who
has set his sights on succeeding Starmer. According to recent polling, however, his prospects look decidedly mixed. The

drama unfolding in Westminster, though, shows no signs of losing suspense

Fundamental forecasts*, Britain Interest and exchange rates, Britain

2025 2026 2027 21.05. 3M 6M 12m
GDP 1.4 0.8 1.2 Repo rate 3.75 3.75 3.75 3.25
Inflation 3.4 3.2 2.4 3M rate 3.79 3.75 3.70 3.20
Unemployment rate! 4.8 5.3 5.3 1oy 4.97 4.80 4.65 4.50
Budget balance? -5.0 -39 -3.3 Spread 10Y Bund 187 160 145 120
Current account balance? -2.4 -2.9 -2.6 EUR in GBP 0.86 0.88 0.88 0.88
* Change vs previous year as percentage GBP in USD 1.34 1.34 1.35 1.35

1 as percentage of the labour force as per ILO concept

2 as percentage of GDP

Sources: Macrobond, Bloomberg, NORD/LB Macro Research
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Portfolio strategies
Yield curve, Euroland

Yields and forecasts (Bunds/Swap)

Yields (in %) NORDY/LB forecasts for horizons...
21.05.2026 3M 6M 12M
3M 2.20 2.40 2.50 2.60
1Y 2.50 2.50 2.50 2.60
2Y 2.69 2.60 2.60 2.70
3y 2.70 271 2.71 2.81
4y 2.76 2.81 2.81 2.90
5Y 2.81 2.90 2.90 3.00
6Y 2.84 2.98 2.98 3.08
7Y 2.92 3.05 3.05 3.15
8Y 2.99 3.11 3.11 3.21
9Y 3.04 3.16 3.16 3.26
10y 3.10 3.20 3.20 3.30
2Y (Swap) 2.89 2.75 2.75 2.88
5Y (Swap) 2.94 3.00 3.00 3.15
10Y (Swap) 3.13 3.20 3.20 3.35
Sources: Bloomberg, NORD/LB Macro Research
Forecasts and total returns
Total returns (in %) for horizons...
3M 6M 12m
3M 0.55 1.15 2.44
1y 0.62 1.24 2.50
2Y 0.86 1.54 2.76
3Y 0.73 -0.12 2,71
4y 0.59 1.37 2.59
5Y 0.40 1.21 2.45
6Y 0.04 0.88 2.05
7Y 0.07 0.91 2.04
8Y 0.02 0.88 1.95
9Y -0.04 0.82 1.82
10y 0.01 0.87 1.80

Sources: Bloomberg, NORD/LB Macro Research

Yield curve forecasts (Bunds)
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Expected total returns
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10

A total return is the absolute profit from an investment in the time period under consideration, with account being taken of the pro-rata yields

plus the price gains or losses to be anticipated on the basis of the forecast yield curve change.
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Portfolio strategies

International yield curve: 3-month &

12-month horizons

3-month horizon

Expected total returns (as percentage) in euro

Expected total returns (as percentage) in national currencies

EUR usbD GBP JPY CHF usD GBP JPY CHF
1y 0.6 -0.5 -0.6 0.1 -0.7 1y 11 11 0.3 0.0
2Y 0.9 0.1 -0.5 0.4 -0.6 2Y 1.7 1.2 1.0 0.0
3y 0.7 0.5 -0.6 0.9 -0.7 3y 2.1 1.1 1.0 0.0
a4y 0.6 1.0 -0.8 1.4 -0.8 a4y 2.6 0.9 1.5 -0.1
5Y 0.4 1.4 -1.0 1.2 -0.7 5Y 3.0 0.7 1.3 -0.1
6Y 0.0 0.9 -1.2 2.8 -0.6 6Y 2.5 0.5 3.0 0.0
7Y 0.1 24 -0.8 3.6 -0.6 7Y 4.0 0.9 3.8 0.1
8Y 0.0 2.6 -0.2 33 -0.4 8y 4.2 1.6 35 0.2
9Y 0.0 2.8 0.0 3.7 -0.3 9Y 4.4 1.8 3.8 0.4
10y 0.0 3.0 0.2 2.4 -0.2 10y 4.6 1.9 2.6 0.4
Sources: Bloomberg, NORD/LB Macro Research Sources: Bloomberg, NORD/LB Macro Research
12-month horizon

Expected total returns (as percentage) in euro Expected total returns (as percentage) in national currencies

EUR usbD GBP JPY CHF usD GBP JPY CHF
1y 2.5 1.4 2.4 5.5 -1.7 1y 3.8 4.2 1.1 0.1
2Y 2.8 2.7 33 6.0 -1.6 2Y 5.2 5.1 1.6 0.1
3Y 2.7 4.0 3.7 6.9 -1.6 3y 6.5 5.5 2.4 0.1
4y 2.6 5.1 3.9 8.0 -1.7 a4y 7.6 5.7 3.5 0.0
5Y 2.4 6.2 4.2 8.4 -1.6 5Y 8.8 6.0 3.8 0.1
6Y 2.0 6.2 4.1 10.5 -1.6 6Y 8.7 5.9 5.9 0.2
7Y 2.0 8.5 4.8 11.9 -1.6 7Y 11.1 6.6 7.2 0.2
8Y 1.9 8.9 5.6 12.0 -1.3 8Y 11.5 7.4 7.3 0.4
9y 1.8 8.8 6.0 12.2 -1.2 9Y 11.4 7.8 7.5 0.6
10y 1.8 9.1 6.2 12.3 -1.3 10y 11.7 8.1 7.6 0.5

Sources: Bloomberg, NORD/LB Macro Research

Sources: Bloomberg, NORD/LB Macro Research

A total return is the absolute profit from an investment in the time period under consideration, with account being taken of the pro-rata yields

plus the price gains or losses to be anticipated on the basis of the forecast yield curve and exchange rate change.
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Portfolio strategies
Stock market strategy; 3-month, 6-month &
12-month horizons

Levels and performance

Level as at Status Performance since
Index
21.05.2026 Prev. month Start of year Prev. month Start of year
DAX 24,606.77 24,292.38 24,490.41 1.29% 0.48%
MDAX 31,807.10 30,589.95 30,617.67 3.98% 3.88%
EuroSTOXX50 5,960.32 5,881.51 5,791.41 1.34% 2.92%
STOXX50 5,158.91 5,072.37 4,918.02 1.71% 4.90%
STOXX600 620.56 611.28 592.19 1.52% 4.79%
Dow Jones 50,009.35 49,652.14 48,063.29 0.72% 4.05%
S&P 500 7,432.97 7,209.01 6,845.50 3.11% 8.58%
Nikkei 61,684.14 59,284.92 50,339.48 4.05% 22.54%
Sources: Bloomberg, NORD/LB Macro Research
Index forecasts EuroSTOXX50 and S&P500
8000
NORD/LB forecast
Index
for the horizons ... 7500
3M 6M 12M
7000
DAX 24,800 25,500 26,800
MDAX 32,100 32,500 34,200 6500
EuroSTOXX50 6,050 6,200 6,400 6000
STOXX50 5,200 5,325 5,500
5500
STOXX600 630 645 670
Dow Jones 49,900 50,900 53,000 5000
S&P 500 7,500 7,800 8,100 4500 « . . .
Nikkei 61.000 63.000 64,500 22.05.2025 22.08.2025 22.11.2025 22.02.2026

Sources: Bloomberg, NORD/LB Macro Research

EuroSTOXX50

----- 200 days MA e S3P 500 = ===-< 200 days MA

Sources: Bloomberg, NORD/LB Macro Research

Date of going to press for data, forecasts and texts was Friday, 22 May 2026.

The next English issue of Economic Adviser will be appearing on 29 June 2026
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Overview of forecasts

Fundamental forecasts

in% GDP growth Rate of inflation Unemployment rate?! Budgetary balance?
2025 2026 2027 2025 2026 2027 2025 2026 2027 2025 2026 2027
USA 21 21 23 2.7 3.2 2.0 4.3 4.4 4.3 -5.4 -6.3 -6.2
Euroland 1.5 0.6 1.1 2.1 31 2.3 6.3 6.2 6.2 -2.9 -3.3 -3.4
Germany 0.2 0.7 1.2 2.3 2.9 2.2 6.3 6.4 6.4 -2.7 -3.8 -3.9
Japan 1.2 0.8 1.0 3.2 2.2 2.0 2.5 2.6 2.5 -1.4 -3.0 -3.0
Britain 1.4 0.8 1.2 34 3.2 24 4.8 53 5.3 -5.0 -3.9 -3.3
Switzerland 1.4 0.8 1.7 0.2 0.6 0.3 2.9 3.0 2.9 0.6 -0.2 -0.3
China 5.0 4.7 4.4 0.0 1.2 1.1 5.2 5.1 5.0 -5.1 -5.5 -5.7
Change vs previous year as percentage; ! as percentage of the labour force (Germany: as per Federal Employment Office definition); 2 as percentage of GDP
Sources: Macrobond, NORD/LB Macro Research
Key interest rates Exchange rates
In% 21.05.26 3M 6M 12m EURIn... 21.05.26 3M 6M 12m
usb 3.75 3.75 3.50 3.00 usbD 1.16 1.18 1.19 1.19
EUR 2.00 2.25 2.50 2.50 JPY 185 185 183 177
JPY 0.75 1.00 1.25 1.25 GBP 0.86 0.88 0.88 0.88
GBP 3.75 3.75 3.75 3.25 CHF 0.91 0.92 0.92 0.93
CHF 0.00 0.00 0.00 0.00 CNY 7.91 8.04 8.09 8.03
CNY 1.50 1.50 1.50 1.50
Sources: Bloomberg, NORD/LB Macro Research
Interest rates (government bonds)
3M rates Yields 2Y Yields 5Y Yields 10Y
21.05. 3M 6M 12m 21.05. 3M 6M 12m 21.05. 3M 6M 12m 21.05. 3M 6M 12m
usb 3.64 3.60 3.30 2.95 4.08 3.70 3.25 2.90 4.24 3.80 3.45 3.10 4.57 4.15 4.00 3.80
EUR 2.20 2.40 2.50 2.60 2.69 2.60 2.60 2.70 2.81 2.90 2.90 3.00 3.10 3.20 3.20 3.30
JPY 1.24 1.20 1.30 1.30 1.45 1.35 1.30 1.30 2.02 1.85 1.60 1.60 2.77 2.60 2.30 2.20
GBP 3.79 3.75 3.70 3.20 4.38 4.30 4.10 3.78 4.52 4.60 4.35 4.20 4.97 4.80 4.65 4.50
CHF -0.05 0.00 0.01 0.10 0.20 0.20 0.25 0.30 0.39 0.40 0.42 0.45 0.57 0.50 0.52 0.55
Quelle: Bloomberg, NORD/LB Macro Research
Spreads (bp)
3M EURIBOR 2Y Bund 5Y Bund 10Y Bund
21.05. 3M 6M 12m 21.05. 3M 6M 12m 21.05. 3M 6M 12m 21.05. 3M 6M 12m
usb 144 120 80 35 140 110 65 20 144 90 55 10 147 95 80 50
JPY -95 -120 -120 -130 -124 -125 -130 -140 -79 -105 -130 -140 -32 -60 -90 -110
GBP 160 135 120 60 169 170 150 108 172 170 145 120 187 160 145 120
CHF -225 -240 -249 -250 -249 -240 -235 -240 -242 -250 -248 -255 -253 -270 -268 -275
Sources: Bloomberg, NORD/LB Macro Research
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Important legal framework conditions

This Information report (hereinafter referred to as “Material”) was drawn up
by NORDDEUTSCHE LANDESBANK GIROZENTRALE (,NORD/LB). The supervi-
sory authorities in charge of NORD/LB are the European Central Bank (,,ECB“),
SonnemannstraRe 20, D-60314 Frankfurt am Main, and the Federal Financial

Supervisory Authority (| It fiir Fi -
»BaFin“), Graurheindorfer Str. 108, D-53117 Bonn, and Marie-Curie-Str. 24-
28, D-60439 Frankfurt am Main. If this Material has been provided to you by
your Sparkasse, this Sparkasse is also subject to supervision by BaFin and, if

applicable, also by the ECB. Generally, this Material or the products or ser-

vices described therein have not been reviewed or approved by the compe-
tent supervisory authority.

This Material is addressed exclusively to recipients in Australia, Austria,
Belgium, Canada, Cyprus, the Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece, Indonesia, Ireland, Italy, Korea, Luxembourg,
the Netherlands, New Zealand, Poland, Portugal, Singapore, Spain, Swe-
den, Switzerland, the Republic of China (Taiwan), Thailand, the United
Kingdom and Vietnam (hereinafter the ,Relevant Persons” or ,Recipi-
ents”). The contents of this Material are disclosed to the Recipients on a
strictly confidential basis and, by accepting this Material, the Recipients
agree that they will not forward to third parties, copy in whole or in part
or translate into other languages, and/or reproduce this Material without
NORD/LB’s prior written consent. This Material is only addressed to the
Relevant Persons and any persons other than the Relevant Persons must
not rely on the information in this Material. In particular, neither this Ma-
terial nor any copy thereof must be forwarded or transmitted to Japan or
the United States of America or its territories or possessions or distributed
to any employees or affiliates of Recipients resident in these jurisdictions.

This Material is not an investment recommendation/investment strategy
recommendation, but customer information solely intended for general
information purposes. For this reason, this Material has not been drawn
up in consideration of all statutory requirements with regard to the im-
partiality of investment recommendations/investment strategy recom-
mendations. Furthermore, this Material is not subject to the prohibition
of trading before the publication of investment recommendations/invest-
ment strategy recommendations.

This Material have been compiled and are provided exclusively for infor-
mation purposes. This Material is not intended as an investment incen-
tive. It is provided for the Recipient’s personal information, subject to the
express understanding, which is acknowledged by the Recipient, that it
does not constitute any direct or indirect offer, recommendation, solici-
tation to purchase, hold or sell or to subscribe for or acquire any securities
or other financial instruments nor any measure by which financial instru-
ments might be offered or sold.

All actual details, information and statements contained herein were de-
rived from sources considered reliable by NORD/LB. For the preparation
of this Material NORD/LB uses issuer-specific financial data providers,
own estimates, company information and public media. However, since
these sources are not verified independently, NORD/LB cannot give any
assurance as to or assume responsibility for the accuracy and complete-
ness of the information contained herein. The opinions and prognoses
given herein on the basis of these sources constitute a non-binding eval-
uation of NORD/LB. Any changes in the underlying premises may have a
material impact on the developments described herein. Neither NORD/LB
nor its governing bodies or employees can give any assurance as to or
assume any responsibility or liability for the accuracy, adequacy and com-
pleteness of this Material or any loss of return, any indirect, consequential
or other damage which may be suffered by persons relying on the Mate-
rial or any statements or opinions set forth in this Material (irrespective
of whether such losses are incurred due to any negligence on the part of
these persons or otherwise).

Past performances are not a reliable indicator of future performances. Ex-
change rates, price fluctuations of the financial instruments and similar
factors may have a negative impact on the value and price of and return
on the financial instruments referred to herein or any instruments linked
thereto. In connection with securities (purchase, sell, custody) fees and
commissions apply, which reduce the return on investment. An evalua-
tion made on the basis of the historical performance of any security does
not necessarily give an indication of its future performance.

Also this Material as a whole or any part thereof is not a sales or other
prospectus. Correspondingly, the information contained herein merely
constitutes an overview and does not form the basis for an investor’s
potential decision to buy or sell. A full description of the details relating
to the financial instruments or transactions, which may relate to the
subject matter of this Material is set forth in the relevant (financing)
documentation. To the extent that the financial instruments described
herein are NORD/LB’s own issues and subject to the requirement to
publish a prospectus, the conditions of issue applicable to any individ-
ual financial instrument and the relevant prospectus published with re-
spect thereto as well NORD/LB'’s relevant registration form, all of which
are available for downloading at www.nordlb.de and may be obtained,
free of charge, from NORD/LB, Friedrichswall 10, 30159 Hanover, shall
be solely binding. Any potential investment decision should at any rate
be made exclusively on the basis of such (financing) documentation.
This Material cannot replace personal advice. Before making an invest-
ment decision, each Recipient should consult an independent invest-
ment adviser for individual investment advice with respect to the ap-
propriateness of an investment in financial instruments or investment
strategies as contemplated herein as well as for other and more recent
information on certain investment opportunities.

Each of the financial instruments referred to herein may involve sub-
stantial risks, including capital, interest, index, currency and credit
risks, political, fair value, commodity and market risks. The financial in-
struments could experience a sudden substantial deterioration in
value, including a total loss of the capital invested. Each transaction
should only be entered into on the basis of the relevant investor’s as-
sessment of its individual financial situation as well as of the suitability
and risks of the investment.

The information set forth in this Material shall supersede all previous
versions of any relevant information and refer exclusively to the date
as of which this Material has been drawn up. Any future versions of this
Material shall supersede this present version. NORD/LB shall not be
under any obligation to update and/or review this Material at regular
intervals. Therefore, no assurance can be given as to its currentness
and continued accuracy.

By making use of this Material, the Recipient shall accept the foregoing
terms and conditions.

NORD/LB is a member of the protection scheme of Deutsche Spar-
kassen-Finanzgruppe. Further information for the Recipient is set forth
in clause 28 of the General Terms and Conditions of NORD/LB or at
www.dsgv.de/sicherungssystem.

Additional information for recipients in Australia

NORD/LB IS NOT A BANK OR AN AUTHORISED DEPOSIT TAKING INSTI-
TUTION AUTHORISED UNDER THE BANKING ACT 1959 OF AUSTRALIA.
ITIS NOT REGULATED BY THE AUSTRALIAN PRUDENTIAL REGULATION
AUTHORITY.

NORD/LB is not providing personal advice with this Material, and has
not considered one or more of the recipient’s objectives, financial sit-
uation and need (other than for anti-money laundering purposes).

Additional information for recipients in Austria

None of the information contained in this Material constitutes a solici-
tation or offer by NORD/LB or its affiliates to buy or sell any securities,
futures, options or other financial instruments or to participate in any
other strategy. Only the published prospectus pursuant to the Austrian
Capital Market Act should be the basis for any investment decision of
the Recipient.

For regulatory reasons, products mentioned in this Material may not
being offered into Austria and are not available to investors in Austria.
Therefore, NORD/LB might not be able to sell or issue these products,
nor shall it accept any request to sell or issues these products, to inves-
tors located in Austria or to intermediaries acting on behalf of any such
investors.

Additional information for recipients in Belgium

Evaluations of individual financial instruments on the basis of past per-
formance are not necessarily indicative of future results. It should be
noted that the reported figures relate to past years.

Additional information for recipients in Canada

This Material has been prepared solely for information purposes in con-
nection with the products it describes and should not, under any circum-
stances, be construed as a public offer or any other offer (direct or indi-
rect) to buy or sell securities in any province or territory of Canada. No
financial market authority or similar regulatory body in Canada has made
any assessment of these securities or reviewed this Material and any
statement to the contrary constitutes an offence. Potential selling re-
strictions may be included in the prospectus or other documentation re-
lating to the relevant product.

Additional information for recipients in Cyprus

This Material constitutes an analysis within the meaning of the definition
section of the Cyprus Directive D1444-2007-01(No 426/07). Furthermore,
this Material is provided for informational and advertising purposes only
and does not constitute an invitation or offer to sell or buy or subscribe
any investment product.

Additional information for recipients in Czech Republic

There is no guarantee to get back the invested amount. Past performance
is no guarantee of future results. The value of investments could go up
and down.

The information contained in this Material is provided on a non-reliance
basis and its author does not accept any responsibility for its content in
terms of correctness, accuracy or otherwise.

Additional information for recipients in Denmark

This Material does not constitute a prospectus under Danish securities law
and consequently is not required to be nor has been filed with or approved
by the Danish Financial Supervisory Authority as this Material either (i) has
not been prepared in the context of a public offering of securities in Den-
mark or the admission of securities to trading on a regulated market
within the meaning of the Danish Securities Trading Act or any executive
orders issued pursuant thereto, or (ii) has been prepared in the context of
a public offering of securities in Denmark or the admission of securities to
trading on a regulated market in reliance on one or more of the exemp-
tions from the requirement to prepare and publish a prospectus in the
Danish Securities Trading Act or any executive orders issued pursuant
thereto.

Additional information for recipients in Estonia

It is advisable to examine all the terms and conditions of the services pro-
vided by NORD/LB. If necessary, Recipient of this Material should consult
with an expert.

Additional information for recipients in Finland

The financial products described in this Material may not be offered or
sold, directly or indirectly, to any resident of the Republic of Finland or in
the Republic of Finland, except pursuant to applicable Finnish laws and
regulations. Specifically, in the case of shares, those shares may not be
offered or sold, directly or indirectly, to the public in the Republic of Fin-
land as defined in the Finnish Securities Market Act (746/2012, as
amended). The value of investments may go up or down. There is no guar-
antee to get back the invested amount. Past performance is no guarantee
of future results.

Additional information for recipients in France

NORD/LB is partially regulated by the Autorité des Marchés Financiers for
the conduct of French business. Details about the extent of our regulation
by the respective authorities are available from us on request.

This Material constitutes an analysis within the meaning of Article 24(1)
Directive 2006/73/EC, Article L.544-1 and R.621-30-1 of the French Mon-
etary and Financial Code and does qualify as recommendation under Di-
rective 2003/6/EC and Directive 2003/125/EC.

Additional information for recipients in Greece

The information herein contained describes the view of the author at the
time of its publication and it must not be used by its Recipient unless hav-
ing first confirmed that it remains accurate and up to date at the time of
its use.

Past performance, simulations or forecasts are therefore not a reliable in-
dicator of future results. Mutual funds have no guaranteed performance
and past returns do not guarantee future performance.

Additional information for recipients in Indonesia
This Material contains generic information and has not been tailored to
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Additional information for recipients in Ireland

This Material has not been prepared in accordance with Directive
2003/71/EC, as amended, on prospectuses (the “Prospectus Directive”) or
any measures made under the Prospectus Directive or the laws of any
Member State or EEA treaty adherent state that implement the Prospectus
Directive or those measures and therefore may not contain all the infor-
mation required where a document is prepared pursuant to the Prospectus
Directive or those laws.

Additional information for recipients in Korea

This Material has been provided to you without charge for your conven-
ience only. All information contained in this Material is factual information
and does not reflect any opinion or judgement of NORD/LB. The Material
contained in this Material should not be construed as an offer, marketing,
solicitation or investment advice with respect to financial investment prod-
ucts in this Material.

Additional information for recipients in Luxembourg

Under no circumstances shall this Material constitute an offer to sell, or is-
sue or the solicitation of an offer to buy or subscribe for Products or Ser-
vices in Luxembourg.

Additional information for recipients in New Zealand

NORD/LB is not a registered Bank in New Zealand. This Material is general
information only. It does not take into account your financial situation or
goals and is not a personalized financial adviser service under the Financial
Advisers Act 2008.

Additional information for recipients in Netherlands

The value of your investments may fluctuate. Results achieved in the past
do not offer any guarantee for the future (De waarde van uw belegging kan
fluctueren. In het verleden behaalde resultaten bieden geen garantie voor
de toekomst).

Additional information for recipients in Poland

This Material does not constitute a recommendation within the
meaning of the Regulation of the Polish Minister of Finance Regarding
Information Constituting Recommendations Concerning Financial In-
struments or Issuers thereof dated 19 October 2005.

Additional information for recipients in Portugal

This Material is intended only for institutional clients and may not be
(i) used by, (ii) copied by any means or (iii) distributed to any other
kind of investor, in particular not to retail clients. This Material does
not constitute or form part of an offer to buy or sell any of the securi-
ties covered by the report nor can be understood as a request to buy
or sell securities where that practice may be deemed unlawful. This
Material is based on information obtained from sources which we be-
lieve to be reliable, but is not guaranteed as to accuracy or complete-
ness. Unless otherwise stated, all views herein contained are solely
expression of our research and analysis and subject to change without
notice.

Additional information for recipients in Singapore

This Material is intended only for Accredited Investors or Institutional
Investors as defined under the Securities and Futures Act in Singa-
pore. If you have any queries, please contact your respective financial
adviser in Singapore.

This Material is intended for general circulation only. It does not con-
stitute investment recommendation and does not take into account
the specific investment objectives, financial situation or particular
needs of the Recipient. Advice should be sought from a financial ad-
viser regarding the suitability of the investment product, taking into
account the specific investment objectives, financial situation or par-
ticular needs of the Recipient, before the Recipient makes a commit-
ment to purchase the investment product.

Additional information for recipients in Sweden

This Material does not constitute or form part of, and should not be
construed as a prospectus or offering memorandum or an offer or in-
vitation to acquire, sell, subscribe for or otherwise trade in shares,
subscription rights or other securities nor shall it or any part of it form
the basis of or be relied on in connection with any contract or com-
mitment whatsoever. This Material has not been approved by any reg-
ulatory authority. Any offer of securities will only be made pursuant
to an applicable prospectus exemption under EC Prospectus Directive,
and no offer of securities is being directed to any person or investor
in any jurisdiction where such action is wholly or partially subject to
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Additional information for recipients in Switzerland

This Material has not been approved by the Federal Banking Commis-
sion (merged into the Swiss Financial Market Supervisory Authority
“FINMA” on 1 January 2009).

NORD/LB will comply with the Directives of the Swiss Bankers Associa-
tion on the Independence of Financial Research, as amended.

This Material does not constitute an issuing prospectus pursuant to ar-
ticle 652a or article 1156 of the Swiss Code of Obligations. This Material
is published solely for the purpose of information on the products men-
tioned in this Material. The products do not qualify as units of a collec-
tive investment scheme pursuant to the Federal Act on Collective In-
vestment Schemes (CISA) and are therefore not subject to the supervi-
sion by the Swiss Financial Market Supervisory Authority (FINMA).

Additional information for recipients in the Republic of China (Tai-
wan)

This Material is provided for general information only and does not
take into account any investor’s particular needs, financial status, or
investment objectives. Nothing in this Material should be construed as
arecommendation or advice for you to subscribe to a particular invest-
ment product. You should not rely solely on the Material provided
when making your investment decisions. When considering any invest-
ment, you should endeavour to make your own independent assess-
ment and determination on whether the investment is suitable for
your needs and seek your own professional financial and legal advice.

NORD/LB has taken all reasonable care in producing this Material and
trusts that the information is reliable and suitable for your situation at
the date of publication or delivery, but no representation or warranty
of accuracy or completeness is given. To the extent that NORD/LB has
exercised the due care of a good administrator, we accept no respon-
sibility for any errors, omissions, or misstatements in this Material.
NORD/LB does not guarantee any investment results and does not
guarantee that the strategies employed will improve investment per-
formance or achieve your investment objectives.

Additional information for recipients in the UK

NORDY/LB is subject to limited regulation by the Financial Conduct Au-
thority (“FCA”) and the Prudential Regulation Authority (“PRA”). De-
tails about the extent of our regulation by the FCA and PRA are availa-
ble from NORD/LB on request.

This Material is a financial promotion. Relevant Persons in the UK
should contact NORD/LB’s London Branch, Investment Banking De-
partment, Telephone: 0044 / 2079725400 with any queries.

Investing in financial instruments referred to in this Material may ex-
pose an investor to a significant risk of losing all of the amount in-

vested.
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Additional information for recipients in Ireland

This Material has not been prepared in accordance with Directive 2003/71/EC,
as amended, on prospectuses (the “Prospectus Directive”) or any measures
made under the Prospectus Directive or the laws of any Member State or EEA
treaty adherent state that implement the Prospectus Directive or those
measures and therefore may not contain all the information required where a
document is prepared pursuant to the Prospectus Directive or those laws.

Additional information for recipients in Korea

This Material has been provided to you without charge for your convenience
only. All information contained in this Material is factual information and does
not reflect any opinion or judgement of NORD/LB. The Material contained in
this Material should not be construed as an offer, marketing, solicitation or in-
vestment advice with respect to financial investment products in this Mate-
rial.

Additional information for recipients in Luxembourg

Under no circumstances shall this Material constitute an offer to sell, or issue
or the solicitation of an offer to buy or subscribe for Products or Services in
Luxembourg.

Additional information for recipients in New Zealand

NORD/LB is not a registered Bank in New Zealand. This Material is general in-
formation only. It does not take into account your financial situation or goals
and is not a personalized financial adviser service under the Financial Advisers
Act 2008.

Additional information for recipients in Netherlands

The value of your investments may fluctuate. Results achieved in the past do
not offer any guarantee for the future (De waarde van uw belegging kan
fluctueren. In het verleden behaalde resultaten bieden geen garantie voor de
toekomst).

Additional information for recipients in Poland

This Material does not constitute a recommendation within the meaning
of the Regulation of the Polish Minister of Finance Regarding Information
Constituting Recommendations Concerning Financial Instruments or Is-
suers thereof dated 19 October 2005.

Additional information for recipients in Portugal

This Material is intended only for institutional clients and may not be (i)
used by, (ii) copied by any means or (iii) distributed to any other kind of
investor, in particular not to retail clients. This Material does not consti-
tute or form part of an offer to buy or sell any of the securities covered
by the report nor can be understood as a request to buy or sell securities
where that practice may be deemed unlawful. This Material is based on
information obtained from sources which we believe to be reliable, but
is not guaranteed as to accuracy or completeness. Unless otherwise
stated, all views herein contained are solely expression of our research
and analysis and subject to change without notice.

Additional information for recipients in Singapore

This Material is intended only for Accredited Investors or Institutional
Investors as defined under the Securities and Futures Act in Singapore. If
you have any queries, please contact your respective financial adviser in
Singapore.

This Material is intended for general circulation only. It does not consti-
tute investment recommendation and does not take into account the
specific investment objectives, financial situation or particular needs of
the Recipient. Advice should be sought from a financial adviser regarding
the suitability of the investment product, taking into account the specific
investment objectives, financial situation or particular needs of the Re-
cipient, before the Recipient makes a commitment to purchase the in-
vestment product.

Additional information for recipients in Sweden

This Material does not constitute or form part of, and should not be con-
strued as a prospectus or offering memorandum or an offer or invitation
to acquire, sell, subscribe for or otherwise trade in shares, subscription
rights or other securities nor shall it or any part of it form the basis of or
be relied on in connection with any contract or commitment whatso-
ever. This Material has not been approved by any regulatory authority.
Any offer of securities will only be made pursuant to an applicable pro-
spectus exemption under EC Prospectus Directive, and no offer of secu-
rities is being directed to any person or investor in any jurisdiction where
such action is wholly or partially subject to legal restrictions or where
such action would require additional prospectuses, other offer docu-
mentation, registrations or other actions.



