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Last weekec the main takes

A Fears of thecoronavirusoutbreak and its potential growth impacts are weighing on global risk markets. The virus is much
more_contagious and spreads much more rapidly than the SARS virus in 2003 but so far the death risk is reported to be
YR W2dzaiQ 2t RX aA0] LIS2LX S INB NBIffte SELRaAaSR® { skt
like tourism and air travel may be hit as welind the final outcome of the outbreak is certainly not yet clé&e Trump
impeachmenttrial began last week and may or may not be finished this week. An (highly expected) acquittal will probab
marginally market positive

A Global composite PMivas probably upbeat in January, we estimate a 0.6 p lift. If so, the PMI points to an upturn in globa
GDP growth into 2020, some 6034 pp increase. Services jumped, manufacturing rose moderat8lgomposite PMédged
up as services reported an acceleration, manufacturing slowed somewhat. Both PMIs are at decent levelurozthee,
businesses reported unchanged growth. However, there are some encouraging signs; the manufacturing PMI has botto
out and orders are moving closer to stabilizatidhe UK PMépiked to a 16 month high of 52.4 as businesses cheered the
results from the general election and hopes of an orderly BrEhitls recovered in Japano, and services rebounded swiftly
from the VAT hike troubles.

A The US National activity indesdged down in December, pointing to 1.8% GDP growth in Q4, close to whatasters
are noting ( 1.21.8%) and the Leading Index, which signals 1.4% gré&xisting home salesurged in Dec and are up some
12% from the 2019 trough, reflecting a mild housing market boom

A The ECBnade no changes to its monetary policy and most attention was shifted to the launch of the strategic review. Th
NEOASSG oAttt FRRNBaa GKS 9/.Qa YAAaaAz2y |yR G22ta 6AGK
growth, and is to be concluded by the end of the ygaeECB lending survagported weaker credit demand from
corporations, sagging investments are dragging demand down. On the positive note, household demand is expanding.
Eurozone consumer confidenecemains strong, adding to signs of solid consumer spendihg German ZEW business
surveynoted a strong rebound in Jan, adding to signs that the slowdown has bottomed out

ANorgesBank A Ay I £t f SR y2 OKIlIy3ISa (2 Ada Y2ySilFNER LRtAOe 2dz
Norwegian LFS unemploymeptiged up to 4.0% in Nov, expected unchanged at 3.8%. Unemployment is up 0.5 pp from
spring, chiefly due to a rise in labour market participation. Employment has been softening the past few fndnthsQ a
industrial confidencesurvey noted another downtick in Q4, signalling stagnating or modestly declining manufacturing
outpyt. Businesses expect falling arders in qil related sectors and modest growth in other ddotsig startsare heading,
aiSSLe R2oy> FOO2NRAY 3 (2 {{. Qa K2 dza A ¥ SIOSNERERDERD 0 |
reporting. Howevemew home saletave stabilized and do not suggest a steep downturn.
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Corona vs. the 2003 SARS pandemic

The coronavirus seems to more contagiaguend death rates are not that low
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A The SARS virus s readampprox10% per_ day in the first phase, from mid March, then slowed sapidly (Qver a couple of weeks) to less the 59
CNR2Y SI NE e al e UpKS yNJ- us F%Sf f FTAdzZNUOKSNE YR pUyK(S LJNEpOf SY %I- a Ay

A The coronavirus cases are increasing by some 50% per day, at least until yestbrdagporting may still be unreliable (lcases being
reported too late)

A Death risk too early to judge well as the no of cases is rising rapidly, few have been sick for a long period yet
A Just for the record: 800 persons died from SARS in 2003 (10% of the infected). The normal flu seadd8kitigt85.000 persons, mostly old
and sick, world wide some 0.23.5 mill.

Coronavirus vs. the timeline of SARS in 2003. Corona data starts at Jan 14, and are updated through Jan 26. Sources \¥p@tsn8&ilM calculations 4



SARS vs the economy
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Global PMI vs manufacturing production
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A Chinese GDP fell by just 3.7% in Q2 2003, an uncertain estimate, down some 7 pp from the previous quarters

» The level recovered rapidly, GDP grew rapidly in Q3 (15%-+)

» Should China slow 7 pp now, the global impact would be far larger, because China constitutes a much larger proporgtobaf demnomy

A The global economy was totally unaffected by the SARS epidemy during §latetVlay 2003. The global PMI started to rise
from below 50 in April, and actual production was somewhat weaker, but far from significant. Global GDP accelerated in Q2

2003!

A The US invasion in Irag was much a more important event, it started March 20, just as the SARS came info focus.
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Global PMI set to rise to 40 month high in Januarysuggesting a growth uptick
We estimate a 0.6 p increase in the composite PMI, to 52.3, signallirgyBa3global GDP growth

Global PMI vs growth Global PMI vs growth
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A Based on the preliminary PMIs released this far (US, EMU, UK and Japan), we estimate a 0.6 p rise in the global composite P
Businesses have been reporting higher growth the past 3 months, and the current level suggests a modest acceleratid&iglol
growth into 2020, to 3.38.4% (vs 3% pace in Q3). And by the way, GDP gi@astbeen rather stable since Q3 2018

A After the recent recovery, 1/3 of the decline in the global composite PMI from early 2018 to last October is reversed
A¢KS Hnno RNRLI Ay GKS talL Fd GKS OKIFENIL Fo2@0S 41 a Ay al NOK

Our estimate is based on the preliminary composite PMIs from EMU, Japan UK, and US. The estimate is uncertain
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Global manufacturing PMI recovers, signalling 1% growth in global productio
We estimate a 0.4 p increase in January, to 50.5, pointing to 1% growth in global production

- -1

Global Manufacturing PMI vs production Global Manufacturing PMI orders/inventories
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A The global manufacturing orders index probably increased in January, at least based on the countries reporting so far
Since August, orders have been recovering, while growth in inventories have slowed, a favourable mix. Thus, the
order/inventory ratio has climbed (and we estimate another lift in January), normally a good Glymakver not a
leading indicator

Memo: the last PMI data are our estimates on November PMI



A broad upturn; services the major engine in January (as in Dec)
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Mixed in manufacturing, EMU closer to recovery, while services accelerated in Japan, UK, US

PMI Manufacturing
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A Composite PMIs improved in both the US, UK and Japan in January, E 525 - i’%
unchanged, all in growth territory Japan =K
A Most manufacturing PMI have edged up the past months. In the US, 500 ovu
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bottomed out 47.5 1 T47.5
A Services gained pace in January, in all countries x EMU. Both Japan a 45 ¢ - 450
UK services PMIs jumped, lifting the global estimate . 1 4 . 6 - 18 19 20

A Memo:

» The lasbbsfor world PMIs are our estimates, based on meliminar data from the
US, EMU, Japan and UK. Markit has not yet reported PMIs from China

SB1 Markets/Macrobond



Global economy

OECD Leading indicators

Deviation from trend & change
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A Almost all countries are
operating below trend

OECD Leading indicators - level & change
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Activity level vs. trend
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A OECD composite leading indicators are trackingstiwt term cyclesn the economy. It consist of
different indicators, including both real and financial data
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OECD CLI: Almost all countries operates bellow trend but may are growing f:
Just 2 countries are operating above trend, but 13@m@aving faster than trendvs 7 one month ag

A Regrettablythese indices are often revisednd are more reliable for analysing previous cycles, thai

the present
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So far: 2 January manufacturing surveys improved, 2 down
b, 9 tKAf CSR dzLJs al NJAOGQ&a talL IyR YIyal a

USA Manufacturing Surveys USA ISM vs. regional surveys, PMI
2.5 7 5 regional Fed surveys & PMI - 25 62.5 -62.5
st.dev, avg=0 ISM model est.
2.0- - 20 60.0 - -60.0
r 15 57.5 - -57.5
- 1 n
/| Phil Fed | 55.0 - -55.0
- 0.5
/NY Empire 525 - <53.1
> Markit PMI
N
<Regional + PMI mean 50.0 1 v \/\ 50.0
<Chicago PMI 47.5 -
-1.5 4. NY.& Phil Fed avg. of sub indices .15 45.0 - Model: Surveys published so far Actual manuf. ISM _45.0
J S NJ MM J S N J JAJOJAJOJAJOJAJO
18 19 20 16 17 18 19 20

SB1 Markets/Macrobond SB1 Markets/Macrobond

At KAf CSRQa YIydzZFIl OGdzZNAYy 3 &AdzNBSe NBO2OSNBR Ay W ydz NB
upbeat than all the other surveys since early 2019. The NY Empire index, which has been more in line with other sun
AYOKSR dzLJ AY WI ydzZ NEX o0l O] U2 UKS | USNY3IS fSOSt o YIY

A Taken face value, these indices signal a 0.3 p increase in ISM index in January. However, the ISM index has been far
than other surveys since mi2ZD19, and a larger recovery in the ISM index seem reasonable one of the coming months
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Eurozone PMI points to muted growtg but manufacturing has bottomed out
| 2YLI2aAdS talL aGdSIFIRé O pnoddp AY WIHYZI & D
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A The preliminary EMU composite PMI was unchanged at 50.9 in Jan, vs the 0.2 p expected increase. The PMI has ed
up since September, however, the level is still signalling low GDP growth, by just below 0.5% annualized

A On the positive note, the German composite PMI was flat at 49.4, still weak, as the manufacturing contraction
intensified marginally, while services gained pace. France one tick down, together with the implicit average of the othe
countries
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Existing home sales straight up in Dec, with other housing market indicators
Existing home sales are up 12% from the trough and just marginally below thel8Gdeak level

USA Pending vs Existing home sales USA Home sales
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A Existing home sales surged 3.6% m/m in Dec, to 5.5 mill (annual rate), higher than expected. The prior months, sales
slowed somewhat, the December rebound confirms that sales are still growing strongly. Sales are just 2% below the
2017 peak

» Pending (existing) home sales are heading up too, but do not signal another uptick in actual existing home sales

A Housing market data are upbeat, demand must be booming, supported by low mortgage rates
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The Leading indicators down in Dec, signals 1.4% Q4 GDP growth
The LEI is sliding down, pointing to some 1.4% GDP growth, closertowbastersat 1.21.8%

Al 2yFSNBYyOS . 2FNRQa [SIRAY3I AYRAOFI(G2NE RSOfAYySR o0& ndo:
m/m in Dec, the weakest month in 4 years. The 6m average
m/m change has fallen to 0.1%, the same level as in 2016

and 2012

» ISM new orders, building permit®{lowing strong growthand
jobless claimslthanksgiving distortionsent the LEI down; stock
markets, credit and cons. confidence were positive contribution

o _ | 2y FSNBYOS .21 NRQa [SIFIRAY3I LYRSE o6[9L0 A
A Face value, the LEl is S|gnals 1.4% GDP QFOVVth in Q4 published leading indicators that are judged to be leading the overall cycle 13

































































































































































































































