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Nordic index performance

= OSEBX index total return of 6% since the start of 2018, up 8% YTD

= Vinx Nordic index total return of 1% since the start of 2018, up 9% YTD

Vinx Nordic and OSEBX index (total return, rebased)
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The US yield curve has triggered the start of a recession countdown indicator

= The US 10-year minus 3-month yield curve has led every recession since the early 1970s

= After inverting in late March the spread increased to a peak of 17bp in mid-April before inverting again

= Historically, the yield curve has often had several short-term inversions before a sustained period of inversion is established

US 10yr — 3-month yield curve and recessions US 10yr — 3-month yield curve (LTM)
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Yield curve inversion still implies reasonable one-year forward returns
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= In the last cycle, the yield curve first inverted on 18 January 2006 for one day, followed by several short periods below zero

» The sustained period below zero started almost exactly a year before the OSEBX peaked, 41% higher

= The yield curve inverted for a few days in September 1998, two years before the OSEBX peaked in September 2000
= There was another dip below zero for a few days in April 2000

OSEBX versus US yield curve, 2005-08
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Current tariffs are not a cycle-ending proposition but a full trade war would be

_ Chart 8: Rising trade tensions wouldn’t lead to a
US exports to China equate to 0.6% of US GDP recession, but a full-blown trade war would

From bilateral trade war to full-blown global trade war
Chinese exports to the US equate to 3.6% of Chinese GDP . Real GDP impact, 2020, %

Current tariffs are likely to hit US GDP by around 0.3%-pts 04
= Consensus US GDP for 2019 is 2.6% and 1.9% for 2020 06
= Significant, but not cycle-ending

25% tariff on all Mexican imports would hit GDP by at least 0.7%-pts -14
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Global equity market performance trends
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= Stocks with significant exposure to China have declined by much more than the MSCI World index over the past few weeks

= Global Cyclicals have significantly underperformed Global Defensive stocks during May

MSCI World with China Exposure versus MSCI World
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Global Cylicals versus Global Defensives
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OSEBX close to valuation ceiling

= Valuation is still higher than average despite recent share price declines

= But this illustrates how valuation is difficult to use as a timing indicator
= P/E has been above the prior cycle peak for the last three years
= In the prior cycle, P/B first passed 2.1 in 2005

OSEBX Price versus P/B bands OSEBX Price versus P/E bands
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Valuation: Defensives are priced more aggressively than cyclicals

* Finding places to hide in defensive sectors is not that easy

= Lack of valuation opportunities makes earnings revisions more important
= Cyclicals are more at risk of earnings disappointments in a trade war scenario

= Selective exposure to Consumer Discretionary could be interesting
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Sentiment is cautious but not signalling a contrarian Buy signal yet

= The spread between the percentage of Bullish investors minus the percentage of Bears is now at -15.3 with the Vix at 19

= Not sufficiently low to give a clear contrarian Buy signal but could provide some support in the absence of new negative newsflow

= Contrarian Buy signal when the percentage of Bulls minus Bears is below -25 and the Vix is above 35
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DISCLAIMER

This note must be read in conjunction with published research notes and/or DNB Analyst Communication of DNB Markets.

This note (the “Note”) must be seen as marketing material and not as an investment recommendation within the meaning of the Norwegian Securities Trading Act of 2007 paragraph 3-10 and the Norwegian Securities Trading Regulation 2007/06/29 no. 876. The note has
been prepared by DNB Markets, a division of DNB Bank ASA. DNB Bank ASA is a part of the DNB Group. The Note is based on information obtained from public sources that DNB Markets believes to be reliable but which DNB Markets has not independently verified, and
DNB Markets makes no guarantee, representation or warranty as to its accuracy or completeness. Any opinions expressed herein reflect DNB Markets’ judgement at the time the Note was prepared and are subject to change without notice. The Note should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. No DNB Party is acting as fiduciary or investment advisor in connection with the
dissemination of the Note. Any use of non-DNB logos in this Note is solely for the purpose of assisting in identifying the relevant issuer. DNB is not affiliated with any such issuer. The Note is for clients only, and not for publication, and has been prepared for information
purposes only by DNB Markets.

The Note is the property of DNB Markets. DNB Markets retains all intellectual property rights (including, but not limited to, copyright) relating to the Note Sell-side investment firms are not allowed any commercial use (including, but not limited to, reproduction and
redistribution) of the Note contents, either partially or in full, without DNB Markets’ explicit and prior written consent. However, buy-side investment firms may use the Note when making investment decisions, and may also base investment advice given to clients on the Note.
Such use is dependent on the buy-side investment firm citing DNB Markets as the source.

The Note shall not be used for any unlawful or unauthorized purposes. The Bank, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or agents (individually, each a “DNB Party”; collectively, “DNB Parties”) do not guarantee
the accuracy, completeness, timeliness or availability of the Note. DNB Parties are not responsible for any errors or omissions, regardless of the cause, nor for the results obtained from the use of the Note, nor for the security or maintenance of any data input by the user. The
Note is provided on an “as is” basis. DNB PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE,
FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE NOTE’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE NOTE WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall DNB Parties be
liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the
Note, even if advised of the possibility of such damages.

Confidentiality rules and internal rules restrict the exchange of information between different parts of the Bank and this may prevent employees of DNB Markets who are preparing the Note from utilizing or being aware of information available in DNB Markets/the Bank that
may be relevant to the recipients of the Note. Please contact DNB Markets at 08940 (+47 915 08940) for further information and inquiries regarding this Note, including an overview on all recommendations from DNB Markets over the last 12 Months according to Market
Abuse Regulations.

The Note is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy. Distribution of material like the Note is in certain jurisdictions restricted by law. Persons in possession of the Note should seek further guidance
regarding such restrictions before distributing the Note.

The note has been prepared by DNB Markets, a division of DNB Bank ASA, a Norwegian bank organized under the laws of the Kingdom of Norway and under supervision by the Norwegian Financial Supervisory Authority, The Monetary Authority of Singapore, and on a
limited basis by the Financial Conduct Authority and the Prudential Regulation Authority of the UK, and the Financial Supervisory Authority of Sweden. Details about the extent of our regulation by local authorities outside Norway are available from us on request.

Information about DNB Markets can be found at www.dnb.no/markets.

Additional information for clients in Singapore

The Note has been distributed by the Singapore Branch of DNB Bank ASA. It is intended for general circulation and does not take into account the specific investment objectives, financial situation or particular needs of any particular person. You should seek advice from a
financial adviser regarding the suitability of any product referred to in the Note, taking into account your specific financial objectives, financial situation or particular needs before making a commitment to purchase any such product.

You have received a copy of the Note because you have been classified as an accredited investor, an expert investor, or an institutional investor, as these terms have been defined under Singapore’s Financial Advisers Act (Cap. 110) (‘FAA”) and/or the Financial Advisers
Regulations (“FAR”). The Singapore Branch of DNB Bank ASA is a financial adviser exempt from licensing under the FAA but is otherwise subject to the legal requirements of the FAA and of the FAR. By virtue of your status as an accredited investor or as an expert investor,
the Singapore Branch of DNB Bank ASA is, in respect of certain of its dealings with you or services rendered to you, exempt from having to comply with certain regulatory requirements of the FAA and FAR, including without limitation, sections 25, 27 and 36 of the FAA.
Section 25 of the FAA requires a financial adviser to disclose material information concerning designated investment products that are recommended by the financial adviser to you as the client. Section 27 of the FAA requires a financial adviser to have a reasonable basis for
making investment recommendations to you as the client. Section 36 of the FAA requires a financial adviser to include, within any circular or written communications in which “he/she” makes recommendations concerning securities, a statement of the nature of any interest
that the financial adviser (and any person connected or associated with the financial adviser) might have in the securities.

Please contact the Singapore Branch of DNB Bank ASA on +65 6212 6144 in respect of any matters arising from, or in connection with, the Note.

The Note is intended for and is to be circulated only to those classified as an accredited investor, an expert investor, or an institutional investor. If you are not an accredited investor, an expert investor, or an institutional investor, please contact the Singapore Branch of DNB
Bank ASA on +65 6212 6144.

We, the DNB group, our associates, officers and/or employees may have interests in any products referred to in the Note by acting in various roles including as distributor, holder of principal positions, adviser or lender. We, the DNB group, our associates, officers and/or
employees may receive fees, brokerage or commissions for acting in those capacities. In addition, we, the DNB group, our associates, officers and/or employees may buy or sell products as principal or agent and may effect transactions that are not consistent with the
information set out in the Note.

Additional Information, including for Recipients in the United States:

The Note does not constitute an offer to sell or buy any financial instrument and does not provide opinions or recommendations with respect to securities of an issuer or an analysis of a security or an issuer. This Note is intended solely for Major U.S. Institutional Investors
within the meaning of Rule 15a-6 under the U.S. Securities Exchange Act of 1934 and to such other U.S. Institutional Investors as DNB Markets, Inc. may determine. Distribution to non-Major U.S. Institutional Investors will be made only by DNB Markets, Inc., a separately
incorporated subsidiary of DNB Bank that is a U.S. broker-dealer and a member of the Financial Industry Regulatory Authority (‘FINRA”) and the Securities Investor Protection Corporation (“SIPC”). Any U.S. recipient of this Note seeking to obtain additional information or to
effectany transaction in any security discussed herein or any related instrument or investment should contact DNB Markets, Inc., 200 Park Avenue, New York, NY 10166-0396, telephone number +1 212-551-9800.
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