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Disinflation lavine is moving forward
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Inflation came from abroad,
it is going the same way
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Electricity prices are half-normal

Electricity prices, EUR per MWh, months Electricity prices, EUR per MWh, annual averages
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Gas prices are mostly reasonable
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In the great scheme of history global

food prices are back to trend
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The overall picture of commodity decade
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Inflation (and deflation!) can indeed be a monetary phenomenon
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Inflation is mostly over in the minds of Baltic consumers

Inflation expectations of Baltic residents since 2013

Monthly surveys, +/- 100 point scale

Inflation expectations in December
2023 vs average since 2002

80.0

EU Estonia Latvia Lithuania
10

AN A |

400 l“ A v |
hJ W‘ VA V '. ,' "t - i
I v A ‘s Ak &)\ } u | : - { | Estonia ]

60.0

v

AR Y / ]-= AV VANT A la
p g [/ , e | atvia <10
- VP
| ” V
s | ithuania

-20

-20.0
-25

-40.0

2013 2016 2019 2022

Source: European
Commission, Luminor 10
calculations



Luminor

The same can be said about producers, not so
much about service companies
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Thus we expect rather flat price level in 2024,
gradual upward movement later
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How might prices change for key product groups?

Price level inproduct groups, 2015=100
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Example — food product that might

become cheaper again. Hopefully
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Inflation is going down also elsewhere

Annual consumer price changes, % Core inflation,%
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Latest market forecasts about
monetary policy
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Borrowing costs are coming down

Source: Bloomberg



The price of moderate inflation is

weakish growth outlook

Total PMI indices since 2021 — states and regions
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World manufacturing and service PMIs
since August 2020
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In money terms, economy will grow
very slowly in 2024, if at all

Nominal GDP growth, y/y, NSA
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Consumers appreciate the stabilization of prices
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The mood is mostly improving, but not the
willingness to spend
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Unemployment level is flatlining

Unemployment since 2019, various measurements, %
Ratio of job seekers, %
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Money can buy different amounts of real happiness

Nominal wage growth, fact and Luminor forecast, % Real wage growth, fact and Luminor forecast, %
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Recent manufacturing performance is modest,
but at least the structure is changing
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Merchandise export markets are rather cool

Export expectations about the

next few months, monthly New orders, quarterly
manufacturing survey, +/- 100 manufacturing survey, +/- 100
point scale point scale
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Service export story is
much better
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Crazy twenties

GDP from expenditure aspect, 2018-2026
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Change of value added in sectors,
2022-2025, fact and forecast
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The economy is mostly acting according to
Luminor’s plan

8.0
7.0
6.0
50
4.0
3.0
2.0
1.0
0.0
-1.0
-2.0

2021

2022 2023P 2024P 2025P

HEstonia M Llatvia M Lithuania

Source: Eurostat data and Luminor forecast

120

115

110

105

100

95

90

“n

2017 2018 2019 2020 2021 2022 2023

ooooo EU-27 oo Estonia == |atyia e ]ijthuania

Source: Eurostat



v ~TT v
:A":_ 4 - .
g - = B
= i er "o P

-
o




