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January 2026 marked the start of the year with a more complex and nuanced macroeconomic picture compared to the end of 2025. The global
economy continued to show robustness, yet the month was characterized by clear indications that growth is moving into a more mature phase where
the effects of earlier tight monetary policy and trade policy measures are increasingly evident. Additionally, the markets were challenged by geopolitical
unrest and more cautious central bank communication.

The overall growth outlook remained stable. International organizations maintained expectations for global growth around 3.3% in 2026, supported
by still strong activity levels in the US. In the US, consumer spending continued to show resilience, while investments — particularly related to Al and
digital infrastructure — continued to have a positive impact. Growth in the Eurozone was more subdued but was supported by public investments and
fiscal measures. January’s economic indicators, however, pointed towards a less even momentum with certain sectors continuing to grow while others
showed clear signs of slowing.

Inflation continued its gradual downward trend. Decreasing prices for energy and oil contributed to lower headline inflation, particularly in Europe,
where inflation expectations now stand below 2% for 2026. In the US, inflation remained more entrenched, especially in core inflation where service-
related price pressures were still apparent. Overall, there were no major inflation surprises in January, which supported the central banks’ decision to
adopt a more wait-and-see stance.

The labor markets also showed clear signs of cooling down. In the US, unemployment gradually increased to around 4.4%, while job creation significantly
slowed compared to previous years. The combination of lower immigration and softened demand for labor has led to an environment characterized
by low hiring activity but also limited layoffs. In the Eurozone, the labor market remained relatively stable, albeit without signs of renewed strength.
The US central bank opted at its meeting on January 27 to 28 to maintain the deposit rate in the range of 3.50-3.75% after three rate cuts in 2025.
Although some members argued for further easing, the majority signaled that the economy remains robust enough to justify a pause in adjustments.
Powell emphasized that future decisions would be strictly data-dependent, and markets adjusted their expectations, anticipating that the next rate cut
might not occur until later in the year.

Credit markets sent a clear signal of high risk appetite. Yield spreads on US corporate bonds fell further, reaching levels close to historical lows. Partic-
ularly, the investment grade market experienced strong demand despite limited compensation for credit risk, indicating a market that is aggressively
priced and vulnerable to later shifts in growth outlook or yield sentiment.

Equity markets saw more uneven developments. In the US, the focus was on earnings and continued investments in Al, but also on concerns about the
returns from massive capital expenditures in the technology sector. Major indices moved sideways with periods of heightened volatility. In Europe, the
picture was similarly mixed, with some defensive and industrial stocks performing relatively well, while technology companies faced pressure.

A central geopolitical theme in January was the situation around Greenland and the Arctic. President Donald Trump renewed pressure on Denmark
for increased American access and control, which initially in the month created significant unrest with threats of both tariff measures and military
implications. The situation briefly escalated but was gradually de-escalated through diplomatic initiatives and cooperation within NATO. The focus
has since shifted to negotiations on increased American military and economic presence in the region, without any sovereignty concessions. Denmark
and Greenland have maintained sovereignty but also signaled a willingness to cooperate on security and investments. For markets, the episode has
underscored the Arctic’s growing strategic importance and contributed to an elevated geopolitical risk premium, especially related to supply security
and raw materials.

Overall, January showed an economy that continues to hold steady but is moving into a more sensitive and politically influenced environment. The
combination of decreasing labor market strength, tight credit markets, a pause in monetary policy, and geopolitical uncertainty points to a year where

market movements will be driven more by the balance between growth resilience and political risks, rather than clear tailwinds from macroeconomics.

Date DKK SWAP 2Y DKK SWAP 5Y DKK SWAP 10Y DKK SWAP 30Y DKK SWAP 10Y-2Y

31-12-2022 3155 3.38 3.32 2.65 -0.23
31-12-2023 2.94 2.62 2.67 2.51 -0.27
31-12-2024 2.26 2.36 2.49 2.29 0.23
30-06-2025 210 2.41 2.76 2.86 0.67
31-12-2025 2.39 2.76 312 3.43 0.73
31-01-2026 2.33 2.68 3.04 3.33 0.71

Date EUR SWAP 2Y EUR SWAP 5Y EUR SWAP 10Y EUR SWAP 30Y EUR SWAP 10Y-2Y
31-12-2022 3.38 3.21 3.17 2.50 -0.21
31-12-2023 2.82 2.44 2.50 2.34 -0.32
31-12-2024 219 2.24 2.36 216 017
30-06-2025 2.00 2.27 2.60 2.75 0.60
31-12-2025 2.26 2.58 2.93 3.25 0.67
31-01-2026 2.23 2.52 2.87 317 0.64

Source: Nordea Analytics
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The Bond Market

January ended with marginally lower yields compared to the end of 2025. Although yields initially rose at the start of January, they fell towards the end
of the month due to a notable strengthening of the euro. Callable bonds began the year underperforming against both swap yields and government
yields but regained some ground later in the month. For most of January, we had the 4% 2056 callable bonds, both with and without optional repayment,
available, but by the end of January, those with repayment had ceased issuance. We have an auction scheduled in early February for adjustable rate

mortgages for the April period, but despite the upcoming auctions, we observed performance in these against swap and government yields.
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The Danish krone was under pressure for much of January, close to the 747.30 trigger point where the National Bank previously intervened but
strengthened to below 7.47 by the end of January. The weakening of the krone led to speculation about a possible narrowing of the negative 40 basis
point yield spread between the National Bank’s rate and the ECB’s deposit rate, likely a primary reason for the aforementioned widening spreads on
callable bonds. Additionally, the National Bank opened a new 2-year government bond in mid-January, sold 6 billion, and received robust demand with

bids totaling 16 billion at the auction.

2y 3Y BN
DK Mortgage CM 0.50 0.52 0.57
DK Mortgage Callable CM 0.76 0.66 0.66
DK Mortgage Non-Callable CM 0.23 0.52
DK Government CM 0.25 0.32 0.46 0.45

Table: Return in % for CM index, 2026, source: Nordea Analytics

The FED held a meeting at the end of January and, as expected, kept the rate unchanged. We anticipate that they will maintain the rate until mid-year
when they are expected to make a rate cut. Trump announced his nominee for the new FED chairman, Kevin Warsh, who was immediately well-received
by the financial markets. The ECB has a meeting scheduled at the beginning of February, with no change in the deposit rate expected throughout

2026.

Extraordinary calls on callable bonds for the April term amounted to 19.8 billion, indicating a continued trend of debtors moving from fixed-rate loans
to adjustable-rate mortgages and loans with floating rates mainly from RD and Nordea to priority loans. Consequently, the total segment of callable
bonds looks set to continue its reduction also in 2026, thus we still expect investor interest especially in on-the-run callable bonds with coupons of

respectively 4% and 3.5%.
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YTD 0.76 017
Since Start 0.93 0.81 012
NAV 100.93
Duration 6.68
HPR 3,86 %
Residential mortgage lending 65,54 %
Return 0.76
Benchmark 0.59
Excess 017

For January, the subfund delivered a return of 0.76%, which was somewhat better than the benchmark of 0.59%.

The duration of the subfund is 6.68, which is higher than the benchmark, measured at 6.2. Relative to last month, the proportion of flexers/floaters has

increased, while the share of callable bonds has decreased.

The subfund’s 12-month holding period return as of the end of January is 3.86%.

Visit the subfund’s website www.hpinvest.dk.
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