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Last week 1: Good coronavirus news & more Wwsdlinitiatives

A Tight lockdownsare able to combat even the mutated virus. Last week, the no of new cases fell sharply ibatial
Ireland. The cost is high though, as mobility has been cut sharply down, very likely hurting the economy. However, as he
occupancy rose sharply, these countries had no choice. The no new cases fell even fast€zecthBepwnhere hospitals
I NE WONHzZAKSRQ 0U0KS 200dzLJ yOé NI GSa Sljdzta Y2NB GKIyYy o
high. This is also the case in the ¢J&d will soon be in Ireland too. Menmark the no of new cases will have come down
by 75% from the peak 4 weeks ago this week. Other countries in Europe are reporting feweNoaseg,ncluded. In the
{2 O0KS y2 2F OFasSa Yle KIgS FilLdadSYySR o60o6dzi y23G F2NJ
A No major vaccine news, b@fizeris slowing its Belgium production for some weeks to be able to boost production from
al NOK® W{2YSQ 2f R nurgiity hare Nlientd hatediede2récdEivihd the Pjizer jab, suggesting that the
really old and ill should not receive the cowidp @I OOAY S® W2KYyazy 9 W2KyazyQa oJI
Oxford/AstraZenicavill probably be authorised by the end of Januafje pace of vaccinationsas gained pace in both US
and even more then UK, and they are ahead of other European countries (though both are well behindNsrasll).
assume that distribution will be far smoother the coming weeks/mormthss is not an impossible logistical challenge!

A The challenge remains: The vaccines will not arrive fast enough to curlf' thev@, now, in early 2021. Without social
distancing (and more economic pain), an unacceptable explosion in new cases & hospitalisations, especially if the mute
virus takes the lead in more countries (which it probably will). However, the outlook from some time in Q2 or at leaist in (
far better, given the rapid ramp up of vaccine productibny I RRAGA 2y S (GKS RSFGK NI} 4GS 6
declineasthe f RQNB 43 SGGdAy3 G OOAYIl 1SR (KS O2YAy3 6SS14a 606 dz
L1IS2LX S INB AYyFSOGSRI Fa Wy2NXNIfQ LIS2LXS fta2 | NBE 0SOz?

A President elect Biden proposed a huge 2021 fiscal stimulus packd§® 1.900 bn (9% of GDP), in addition to the USD 90(
bn (4% of GDP). The total stimulus seems to be far higher than the US economy needs now, as lack of demand is not t
LINEOfSYSZ A0Qa GKS O2NRBYlIF@ANHz GKFG 1SSLA LI NI a 2 Fhow K S
much of the proposal Biden and the Democrats can get through the Senate (60 of 100 votes are needed to stop a filibu:
Biden can utilise his one shot per year budget reconciliation procedure, where a simple Senate majority is sufficient).
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Last week 2: The economy

Al KA Y| Qrdw fastertthan expected in Q4, and is up 6.5% yly, a higher growth rate than through 2019, as GDP expar
by 2.6% (11% annualised) in Q4 (and Q3 was revisedngdtrial productionalso surprised on the upside, whiletail
salesandinvestmentswere slightly lower, antiousing startswere revised down. The overall picture is that the econdray
fully recovered from the corona hit in QCredit growthis clearly slowing, but not abruptly, and probably in line with the
authorities preferencesExportsremained strong in December, far above any reasonablecprena trend lineslmports are
not weak eitherg and the trade surplus is at some 4% of GDP

A USretail salesfell sharply in December, and not just due to restaurants/lgazsre goods were down 2%, no doubt due the
coronavirus challenges. In addition, Nov was revised down. Still, core goods consumption remains 6% above the Feb le
volume termsManufacturing productionrose more than expected, and is now 3% below the Feb level, while the first Jan
manuf. survey was close to unch, signalling continued groGuine CPik up just 1.3% yly, but early stageoducer pricesare
on the way up

A EMU industrial productiorrose by 2.5% out of the blue in Nov (manuf. +3.3%), but just due to a (tax related?) 50%+ hike
WLINE R dzO { lkis? gidhufdetdringisEc®EXx Ireland, EMU production was up +0.2%, marginally below the expected 0

A UK GDPRontracted 2.6% in Nov, no doubt corona relateand the level remain almost 9% below the jo@rona level

A Norwegian Mainland GDRIl by 0.9% in Nov, expected down 1.6%. Fishing & aquaculture and electricity production fell
sharply, in sum deducting 0.8 pp from the headlileaving just0.1% for the rest of the econonf$SB say.4%), even if
hotels/restaurants reported a 27% decline-@4 pp drag). Other sectors reported continued growth. ML GDP is down 2.4
vs. the Feb leveCore CPik up 3% yly, slightly less than expectestill far above the 2% price target
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A One week ago, the no of cases was rapidly increasing in several countrieBelaitid and the Czech Rep at the topast weekno of
new covid infections fell sharply in several countri@sluding in Ireland and the CR.UKthe no of cases fell by 209and it may have
flattened in the US, as in several European countries follow an increase, probably due to the festive season.

A Denmarkis reporting a sharp decline in new cases, and during this w&&Rareductiorfrom the peak is possible. The no of new
cases is declining in Norway too, and the level is low

A Thus restrictions workeven vs. the mutant virus, like in Ireland and in the UK.
However, really tough lockdowns are needed, check the next page
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Mobility up after the holidays but most countries sharply down vs Xmas level
Signals a weak Januanpost places. Just US, France & Belgium close to mid Dec mobility level:

Google moblllty Time spent outside home
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A Lockdowns/restrictions have been decided in several
countriesover the past weeks

A In the UK time spent outside home is down 23% (not
percentage pointsy and mobility is down more than

nE: daod | WYy2NXYIiQ tS5SgSt
AIVI Ind, -35% vs pre Xmas, and the level is now
R2gy np: Gad Wyz2ZNXI{Q
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Aggregate growth in new cases slowedr turned negative
However, there is not a consistent decline in positivity rates (which are reported with a lag)
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A Ireland reported a higher positivity rate last week too, most others are stabilising
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Even a mutant can be beaten down; Irish cases down 1/3 last week!
However, a rather drastic lockdown was needgighter than in other countries

Ireland Covid Cases & mobility
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Ireland Covid-19 cases & hospital occupancy
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USA: Another peak local or final?? We have seen small cycles lately

Still a long way to go before the vaccines will come to rescue
USA Covid-19 Positivity test rate
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Some countries are still filling up their hospital beds
.. While others are reporting few cowtP patients

COVID-19, Hospital Occupancy Hospital occupancy
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A The Czech Rep is really struggling again, and the situation is crittvalliK

A In several countries, hospital occupancy is on the way down
» Denmark is probably peaking now

10
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The deaths: UK & Czech R on the top, Ireland rapidly on the way up
X KlFla y20 LSF]{SR eSio {46SRSYy Aa ftaz NBLRI
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A The no. of deaths in Ireland will probably rise sharply from the present level, as it takes time to succumb to this disea:s
A The Czech Rep is heading sharply up again too, but may be flattening now

A Deaths in Denmark and Germany has flattened, and should decline the coming two weeks

11
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The stringency index is drifting upwards in Eurog@and some more to come

COVID-19, Oxford Stringency Index COVID-19, Oxford Stringency Index
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A Spain should soon ease restrictions, given the steep decline in cases & deaths. France has already lifted some
measures. UK, Germany, Switzerland, Finland and Denmark have all tightened somewhat during December

A28 | NB y20 &addz2NBE hEF2NRQa &aiNAy3ISyOe AyRAOS& | NB O2NN
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Vaccinations: UK & US in the lead (if Israel is excluded)
Israel expects to reach herd immunity by end of Q1. Others need more time, it seems like
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COVID-19 Vaccinations - past 7 days

]
"7 Doses Administered % of population JIsrael 5.9
10 - vaccinated last 7. days /UK 4.3
94 /lUSA1.7
Ireland 1.5
8- 4
7 L
6 - Heamoaa 0o |
}7
5 t/Germany 0.6
}7
41 Belgium 0.6
3+ JFrance 0.5
2] N 0.4
~Norway 0.
ki > =z “World 0.2
0+ = Netherl. 0.2
22 1 8 15
20 Dec 21 Jan

Covid-19 Vaccinations

Administrated, % of popul.

0 5 10 15 20 25 3
Israel | 271
UK | 6.3
USA | 3.7
Denmark Il 2.9
Italy | 1.9
Spain | 1.6
Ireland | 1.6
Canada [ | 1.4
Iceland [ | 14
Germany N 1.3
Austria [ | 1.1
Sweden ] 0.8
Finland | 0.8
Norway | 0.8
Czech Rep 1 0.7
France 1 0.6
Belgium 1 0.6
\World | 0.5
Netherl. | 0.3

SB1 Markets/Macrobond

SB1 Markets/Macrobond

A Oxford/AstraZeneca and
Johnson & Johnson will
eventually provide much
larger quantities. Others
may follow

A We doubt distribution will
become an impossible
challenge, as most
countries are used to
distribute large quantities
of vaccines
» Complicated priority systems

create problems now, but
hopefully not for too long

13
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Industrial prod. further up in Nov, retail sales down due the EMU drop
Foreign trade rose in Octoberand the trade gap to the preorona levels is almost closed too

Global Retail sales, industrial production & Global Retail sales & industrial production
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Memo: Keep in mind the different scales at the chart above

A Retail saledell by 0.3% due to a larger than expected (6.2% vs. 3.8%) decline in retail sales in EMU (Belgium & Franc
down 16¢ 18%). Global sales are still above the-pogona level

A Manufacturing productionprobably climbed 1%and is 1.6% above the pmorona level, according to our preliminary
estimates (Some crazgshproduction figures explain 0.3 pp of tlygoballift in Nov)

A Global foreign traderose 0.8% in October, and the level is just 0.3% below thelDéevelc the gap is closed
14
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Restaurant open only in Australia. Full closure in Ireland, UK & Germany
Commercial airline traffic still down 40% vs the early 2020 level

Restaurant reservations Open table World Commercial flights
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Global retail sales above the Dd®-level in Nov in most rich countries
But not in the EMU; due to the 2d corona wave drop in Fré/ Belg. Others to follow in Dec?

Retail sales volume . Retail sales volume, accumulated gains/losses
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A Norway is in tle leadc and has been during the whole corona crisis. Crisis, what crisis??
A USsales fell in both Nov & Dec but is still well above the pre corona level

A Consumption of services is not includedhese retail sales dataand service consumption has fallen sharply, everywhere

16
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Manufacturing production above the Det9 level in November
Production rose at the same pace as during the previous two mandhigrisk growth pace into Q4

Manufacturing Production Manufacturing Prod, accumulated gains/losses
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A Service sector production is not includidthese retail sales datand service consumption(=production) is still way below a norm
level

17
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The total loss over the first 3 quarters equals 4.4% yly. US down 3.9%, EMU 7.4%
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A Some observationg Q3 vs Q419:

»
»
»
»
»
»
»
»

China was 3.8%boveQ419 (and up 6.5% in @20). Others were down in Q3

India still down 8.2%, even after a 22% recovery in Q3 (124% annuhlised

Japan is down 3.9% (but 6% vs Q3 19, before the VAT hike tanked the economy in Q
USA3.4%

EMU-4.4%, of which Spai.4%, France3.7%
UK down 8.6%

Sweden3.1% (and Finland just ® s’ 0S
Norway (Mainland)3.2%
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Q4 GDP stronger than expected, up 6.5% yly

Industrial production well abovpre-coronatrend, as are exports. All others on the way towards |

China GDP vs monthly indicators - demand A GDPrOSGZG%q/q in Q4 (01 slower than eXpeCtedhnd by65%
120 - . - 120 yly (0.3 pp faster than expected), as Q3 growth was revised up by
Dec 19=100 0.3 pp. GDP grew faster trough 2020 than through the previous year
110 =106 even if the annual growth rate was just 2.3%
GDP ( terly) . . .
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704 - prev.3 months. Activity i8%above the Dec 19 levell Y R YT A Y
at the old trend path
601 M S S N MM s N M s NS M 00 A Retail salesose0.5%m/m in volume terms irDec, down from
17 18 19 20 o1 1.6%.Annual nominal growtlfell by 0.5 pgo 4.6%, expected up to
I 5.5%.The gap to the preorona trend path is now just 1%CPI
inflation is falling sharply, and prices aug just0.2%y/y (from
China GDP vs monthly indicators - supply above +5% at the peak) as pork prices are heading dBwpportive
110 pociad 19 = 100 : e for real household demand, @burse Producer pricesvere finally
i <107 up yly in Dec
105
GDP (quarterly)
100 G 100 A Investmentsrose2.3%m/m in Dec.Growth is slowing modestly,
95 - M% . 95 which is natural as the gap vs the pre corona trend is closipigly
0 g - 90 A Credit growthis slowing, and underlying growth has fallerstame
85- - 85 8%(from 13)and it is nowclosean underlying nomina&DP _growth
80+ - 8 A Exportsfell marginally in Dec but the level is 16% up vs early 2020,
75 - - 75 signallinggrowth abroad and importsare at a decentrend path,
704 Industrial production L 70 signalling; growth at home too. Other Asian exports are on the way
JMMJSNUJIMMISNIMMISNJIM up, including South Korea
17 18 19 20 21

In sum: Gaps arelosed The economy has fully recovered from the
corona downturn. So it is possihle

SB1 Markets/Macrobond
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Q4 GDP up 6.5% yly, and the level is abdkie pre-cornatrend!
The annual rate was 0.3 pp higher than expected, even if the g/q rate at 2.6% was 0.1 pp low

China GDP, forecast from Q3 20 China GDP
. 8 15.0 - - 15.0
110_ / L 110 GrOWth q/q,y/y
7 u 12.54 - 125
100 - Level -100
1 - 10.0 - - 10.0
90 - - 90
1 - 7.5 -
80 - - 80 yly 6.50
1 - 5.0 - - 50
70 - - 70
] i 2.5 -
10.0 - - 10.0
1 i 0.0 - 00
5.0 e - 5.0
- g - 2.5- - 25
0.0 — 0.0
- - -5.0 - - 5.0
-5.0- - 5.0
] - 7.5 - 75
-10.0- - ‘ | ‘ | ‘ | --10.0
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 1004 o0 1-10.0
15 16 17 18 19 20 21 22 00 02 04 06 08 10 12 14 16 18 20
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A A 2.6% g/q rate equals a 11% annualised growth rate, following the 3.0% g/q growth in Q3 (revised up by 0.3 pp)

A The annual GDP growth rate was sliding down before corona, to 6% in Q4 last year. If the gradual decline in growth h
continued¢ and corona had not happenegthe annual growth rate would have been some 5.5% by Q4 2020. The actua
rate at 6.5% is clearly above the prerona trendg and might partly be to due some pent up demand/productgor
LISNKI LJA RdzS 02 Fy W2OSNRuUAYdzZ I GSRQ SO2y2Ye

A For the record: GDP rosg just 2.3% in 2020 20
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Credit growth is slowing further but no reason for panic
Growth in shadow banking lending has slowed to a trigkds bank credit growth is easing too

China Credit growth China Credit growth
3.0 1 ) - 3.0 254 -25
m/m RMB, trl, sa. 1 social financing y Cha /m, annual rate %, s.a
Ex central gov. actual oothed
254 | ' - 25
| | 20 - - 20
\ l ) M |
2.0 i Il Il ‘ || ﬁ
| l t =
| )
1 od | I 15 - V -15
15 CEW xl“ J ¥ A/ 1.5
1” l ) | :|
1.0 A - 1.0
10 -10
0.5+ - 0.5
|
54 - 5
0.0 “ 1 1 0.0
Shadow banking I
0.5 0.5 0 0
14 15 16 17 18 19 20 21 11 12 13 14 15 16 17 18 19 20 21
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A In Dec credit grew at a 6.4% rate (m/m, annualised). Smoothed, the underlying rate may be some 8%, down from 13% doniimgy (veds>15%
during some months). A 8% growth rate is probably close to trend growth in nominal GDP

» Total credit rose by RMB 0t (not seasonally adjustetihtal social financingx central government bonds but including local governments, and ex.
corporate equities), well below expectations. Bank loans grew bytfl, %56% less than expected. Seasonally adjusted total credit rose by, bhBwhich
almost everything through the ordinary banking system

A Total credit is still up 12.6% yly, above normal income grawhiat this high figure is just due to the rapid credit expansioll1, when authorities
opened up the gates to support the economy after the corona crisis

A Now, the authorities are trying to calm credit markets down. They no doubt acknowledge that the debt/GDP ratio alreadgiisudinhigh 21



Exports flat at ATH in Dec, up 18% y/y. Imports flat too, at a decent volume fti
No signs of any slowdown in the global or the Chinese economy

China Foreign Trade

2507 D bn, s.a 250
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China Foreign Trade Volume
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[
1

A Exportswas close to unch m/m in Dec but grew 18% y/y in USD terms, expected up 15%, vs. 21% indNoweltermsexport are up 12% y/y (based on
price assumptions for the 2 last months). More importaxport volumes are 1@ 15% above any reasonable trendliy@u can draw! Chinese exports are

the highest ever; and the highest for any country at any time, of coutsghich have has been the norm for some yeaexdp2 6 | 0 f &

GKFEGSOSNI WwWO2y G AYyYSyiQ LRt AoOe
A Importswere up 4.7% yly, close to expectations , and flat m/nvdiume terms(our price assumptions last 2 m), imports are up 2% yly, and close to a
reasonable trendlineDomestic demand is OK

A Thetrade surpluswas unch at USD 60 bn in De@(the actual surplus up to USD 75 bn from 68, expected 53), close to the early 2015 ATH. The surplus
been higher than normal since March. China is still runnidefiit in servicegbut it is narrowing, less Chinese travelled abroad in 2020). The surplus on t
overallcurrent accounthas increased in 2020 but remains well below previous peiak¥% of GDP, that is

iKS

{ YL@

dzy RSNI F | S

g A ftct

0.

22
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Asian exports have more or less recovered; some above, some below 2019 |

Asia Exports
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The recovery has slowed but its not dead
The 2d/3" coronavirus wave is no doubt slowing the US economy

USA Demand/production

-40 -

-50 -

-60 -

- Building permits 6

<Core retail, vol 6

Change from Jan '20, %

~“Manuf. prod -3

_ﬁExports goods, volume -5
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A Retail saledell in both Nov & Dec but
remains at 6% above the peorona
level. Auto sales have not fully
recovered

A Building permitsare at the same level

A Investment ordersare on par, even
AYyOf dzZRSR WI SNRBRQ | A

A Exportsremain below par but is still on
the way up

A Restaurant saleare down 22% (in
value terms). Airline traffic is down
even more

A Employmentfell in December, due to a
sharp contraction in employment in the
hotel/restaurant sector

24



K]
USA SpareBank o

MARKETS

Retall sales fell further in Dec, and Nov revised down, in sum 2.8% below ex
The 29/31d corona wave, lack of jobless stimulus probably to blame. Core sales still up 6% vs

USA Core retail sales USA Retail sales
110 7 Feb 2020 = 100, Volume - 110.0 2.0 value, mim, % - 20
105 4. Core sales; ex auto,
-1-gasoline, building mat & restaur. 1.5 1 - 1.5

100 100.0
95 - _’_//\// 95.0 1.01 :
85.0 00 oo

85 A

1% 3m/3m; yly

40- - 40
. - -0.5 - =0
207 B hw Total
. i A= 6.6
0+ e\ —:‘i -1.0 1 --1.0
-20 A --20
10.0 - -10.0 -1.57 [T
5.0 S50 20-
] . r ! | ‘ ‘ ‘
0.0 19 Jul Aug Sep Oct Nov Dec
-5.0 1 12:8% - -b. 20
17 18 19 20 - Total = Ex. auto m& ex. build mat./food serv. (core/control)
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A Total nominal salesleclined by 0.7%, expected unch, and Nov was revised down by 0.3 g%

A Core sales of goodscontrol group, excludes auto, gasoline, building materials & restaurants) fell by 1.9%, exge6t&éb. In
addition, Nov was revised down by 0.6 pp-101%.In total, core sales were 2.7% weaker than assumed, an unusual large deviatic
signalling a weak Q4 consumption, as service consumption is even harder hit by the corona outbreak

» Core sales are still 6% above the Feb lewld up 6.6 % y/y. At one stage, the level has to come down (like in most aheorintries)

A Check details next page, still huge discrepancies between sectors 25
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Still huge differences between sectors: Restaurar?2%, Internet +28%

Food &bev+9%! Sports etc. +14% Clothidgd%. Our spending habits have changed (for a while
USA Retail trade, % change

USA Retail sales

‘| Change from

<Internet 27

| Building Mat.

& Garden Eq 15

~Sports/hobby 14
utos -

(new & 2. hand) 10

\Food & Bev 9

\Furniture 0

NCIothing -14
\\Electronics -16
NDept Stores -21
_\Fievstaurants -22

FMAMJ J
20

A S O N D

December
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A 9 out of 12 sectors reported a decline, just auto, building mat & clothing up

Since pre corona

A Internet has taken a substantial market share, to well above 10% (and

probably way above !

Clothing is probably down due to more time spent at home, less outside

A
A Gyms are partly closed, more sport equipment is bought
A

But why are electronics still so weak?

%, value from Feb 20 % vs %
-2|5 |-1|5 . ::3 . 5I . 1|5 . 2|5 . Feb20 m/m
Internet | 27 -1.1
Building Mat & Garden Eq GO 15 0.9
Sport/Hobby, Book Stores G 14 -0.8
Auto [© | 10 2.0
Food & Beverage ol 9 -1.4
Grocery Stores (] | 8 -1.7
Pharma & Drug Stores o 6 -0.4
Furniture etc ([ 0 -0.6
Clothing I O -14 2.4
Electronics O | -16 -4.9
Department Stores O | -21 -3.8
Food Services & Bars O | -22 -4.5

% from Feb 20 ® % m/m |

SB1 Markets/Macrobond

USA Retail trade, $ change

Change, USD bn - annual rate VS
-290 . -190 . (I) . 1(|)0 . 2(|)0 . Feb m/m
Internet L] 206 -10.0
Auto [ O | 112 2541
Food & Beverage (| 71 -12.0
Grocery Stores (] | 57 -13.3
Building Mat & Garden Eq o 54 4.0
Pharma & Drug Stores a 20 -1.2
Sport/Hobby, Book Stores ([ | 11 -0.7
Furniture etc o 0 -0.7
Electronics » -17 -4.1
Department Stores » -29 -4.1
Clothing (] -42 5.3
Food Services & Bars O | -173  -28.9

H$bnvsFeb20 ® $bnm/m
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Something is brewing? Producer prices have turned up, and sharply for cgats
Intermediate goods prices are on the way up tpoonfirming business surveys

USA Producer & consumer prices USA Producer & consumer prices
3- Core, ex food & energy -3 2.07¢ore, ex food & energy - 20
Deviation ffom trend, std. dev. Deviation from trend, std. dev.
2 |Smoothed -2 1.5 1 r
1 ; 1.0 - - 1.0
~PCE core goods PCE core goods|
PPI core
0 - ~finished gds 0.5 ‘ - 0.5
0.0 — — o0
- LS ' v \ | KPPl core goods |
-0.5 --0.5
2 --2
1.0 --1.0
3 --3
-1.5 + S e --1.5
-4 -\ I I I I I I I I I I I I I I I I _-4 J M M J S N J M M J S N J
0506 07 0809 10 111213 1415161718 19 20 18 19 20 21
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A Prices are on the way up, as are delivery timésy R LINR RdzOG A2y Aada AYONBlIaAy3a NI L

A However, consumer prices are rising faster than indicated by finished goods prices. Thus, short term, probably not the
much more price pressure from producer prices. Looking forward however, the steep rise in crude prices and now
followed by intermediate goods prices are signalling higher consumer price inflation (crude goods are leading consurn
prices by 12 months, intermediate goods by 4 months)

27
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A USD 900 bn (4% GDP) 2021iscalstimuluswasdecided
Bidenproposes arextraUSD 1,900 bn (9% GDP)

USA Federal Government Budget

7 7USD 1000 bn -7
6- -6
5 - -5
4 -4
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A

A

Just before year end, Trump finally accepted tH&D 900 bn stimulus package (4%
of GDP) decided by the Congresscludlng a USD 600/person cash transfer (for
0K2aS GAGK Fyydzat AyO2YS frT1TpQuL®

» Trump & the Democrats wanted USD 2000/person cash support

Last week, Biden outlined additional USD 1,900 bn (9% of GDRal stimulus

program

» The proposal included an additional USD 1,400/person cash transfer (the total cost for the 60
1,400 will be some 670 bn (3% of GDP)

» Support to state and local governments (US 350 bn), extension of jobless benefits (USD 400/
350 bn), education (170 bn), coronavirus vaccination (160 bn), child tax credit expansion (160
and other policy changes (250 bn)

» In addition other proposals, like a doubling of the lowest possible minimum wage to USD 15 fr
7.25!

The total stimulus equalling 13% of GDP seems to be far larger than neegigdn

that households (in average) has saved a large part of the previous cash support

GDP is now just some 3% below the Q419 level. US is not experiencing lack of

income or demand, but rather a virus problem, with parts of the service sector

unable to produce as normal, creating huge challenges for businesses/employee

Can Biden get it through Congreas

» Ladzkttex GKS {SylFrdS YAy2NRGe Oly WTFAL AOdzal
the talk show, Then, a compromise has to be maa@ad this time without all of the proposals in
the 1,900 package, some are guessing at some USD 1,000, still a huge amount

A Last year, federal expenditures rose by 2,300 bn, or 50% yly,,, However, a budget reconciliation procedure exempts some legislation on taxes and spending

equalling 10% GDP

A Revenues fell marginally, due to lower corporate tax
payments

A

from the filibusterg and Biden might get his dollars (reconciliation can however possible just or
per year. His other proposals, like the minimum wage and all laws (and budget decisions that
more than 10 y impact on the deficit) can still be filibustered by the Republicans

Who will pay?

A The deficit rose by USD 1,350 bnto 3,350 bn, or 16% of GDR, . A RSy Q& Kdz3$ aLISyRAy3I LX Iy R2Sa y2d AyOt dz

a new ATH

reversal of Trumps 201(83rporate taxcuts, a clean up of favourabbapital/partner taxes and
KAIKSNI (I E SsaemWarylikely &n8 caNbe @dcitled by the Democratic Senate,
without a filibuster 28
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Manufacturing up 0.9% in Dec, exp. 0.5%. Remains 2.6% belove@ena level
The trend is still upwards but the setback in retail sales will probably dampen growth somewh

USA Manufacturing production USA Industrial production
102.5 +Index -102.5 10 1 change f Feb 20 % - 10
] ~ C ge from Feb 20, %
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A Growth in production has not been that strong in recent months, compared to the initial hike during the summer. However,
production will probably increase some-12% in Q4 (g/@nnulised

A Production rose in all main categories in December

A Total industrial production, including utilities, mines/oil production, rose 1.6 % in December, expected up 0.5%, as oil and
electricity production rose

A PMI/ISM and other surveys signal a further recovezyen an extraordinarily strong one, according to the ISM
29
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Univ of Mich consumer sentiment marginally down in January
Level somewhat below par. The virus probably to blame, and some sore losers, happy winner

USA Consumer sentiment, expectations

USA Consumer Surveys 120 Republicans 120
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USA Inflation expectations
Univ: of Mich, -5.5

2.5 - .25 next year -> -5.0
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SB1 Markets/Macrobond §
wl r 1

A The consumer sentiment survey reported a small decline, and slightly ~ 3- <- Conference Board, T v { -2.0

more than expected o] €xp.in 12 months 15
A . 20K K2dz SK2f{ RAia@rentditudiénandepedtatichg 1 17 -1.0

fell marginally 0+ 0.5

A Democratshave become much more optimistic since Oct, the same A e p 0.0
cannot be said foRepublicansJust as 4 years ago, then with an 9 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20
Opposlte Slgn, Of Course SB1 Markets/Macrobond

A Inflation expectations have not taken off, but they are on the way up
30
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(Irish) Manufacturing production surprised on the upside in November
Production up 2.5% m/m, expected 0.8%ecause Ireland shot up 53%... EMIdek +0.2%

EMU Industrial production EMU Industrial production
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A Production increased in Germany, while France, Italy and Spain were all slightly down

» Production in Ireland was up almost53% mgiR dzS (2 0221 Ay 3 2F 066S FaadzySo GFE Y2dAdl
manufacturing sector, contract producers in Ireland witbimemicals/pharma & computeetc (including software), operating of behalf of
large global (American) IT/software companies. We have adjusted EU production data for these irrelevant wild Irish dea@e(phablem
is turns up even in Euro Area GDP data, especjalhd clearly visible for business investments)

Aga! OE LNBflIYRO YIydzZlIOlid2NAYy3d LINRPRAZOGAZ2Y A& Y26 o2 0

» Production is downl% incl. Ireland as production in Ireland was far above a normal level in Nov
31
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GDP down 0.9% in Nov, but fisheriesaegectr. prod contributed-0.8 pp

Sure, the new corona restrictions cut back hot/rest/tralset other sectors grew further

Norway Mainland GDP A GDP declined by 0.9% in Novembeonsensus was at.6%, in
5.0 Tyolume - 50 line withb 2 . EksQwhile we had pencilled jus0.5% (but we
2.5 {Monthly, change from-Feb 2020, % - 25 K | R WF 2 NH2 l.] l.] éy‘Q L,J KS IV?S(V)f A y‘é A
22 |~ (EOA;O » Demand:Household services down (as from the supply side), but off
504 L 50 and onshore business investments fell, as did exports
75 L 75 » Production A 20% decline ifishing & aquaculturecut 0.4 pp from ML
-10.0 - L .10.0 GDP (ocean fisheries to blame, after a similar surge in Eletjtricity
125 - L 125 prqd fell by 13%, also dedugting 0.4 pp. Ex these two volatile elements,
YO2NEQ D5t Fevdnif activiy in®tems &iresragpanisell
21 v_/__\’}-/\ | I L el [ 2 by 27% (a0.4 pp contribution, andulture/transport fell as well. (SSB
2] . %‘% m 2'.05'9 reported-0.4% ex fish & electricity)
S D . A Mainland GDP is 2.4% down vs the February leVeGDP
. - remains unch in Dec (doBaassumed in mid Dec), Q3 is still
104 --10 up 1.3% in Q3, and GDP fell by 3.4% in 2020. Big picture:
J A J O J A J O J A J O J
19 20 21 » Demand:Norwegians are spending more in Norway than in early
SB1 Markets/Macrobond 2020, as consumption of goods have increased more than services

have declinedSpending abroad has fallen by 9%qualling 8% of

A The outlook: A full scale recovery as soon as we are vaccinated o= sl
dispincome), and the money are saved. Housing investments are

» Goods consumptiomvill remain higher than normal until we can spend more both

. : . 0 :
on domestic services and abroad up.Mainland business investments have fallen by 6%, as are oil

» C2 NBA Iy S Nih Rorway dllyidt fegb@r before the coronavirus is beaten sector investments. Exports ex petroleum (and tourism) are down
down, abroad and in NorwayNo quick fix, even if vaccines are under way 3%

» Demand for services x foreignewsill recover briskly as soon as the virus is brough$> Production:Trade (retail+) and education is up vs. Feb, others are
under reasonable controh Norway still down. Hotels & restaurants are down 43%, transport, culture/

» BothMainland and oil investmentsare heading down but recent surveys are entertainment and business services are dowrc Z®%

better ¢ and taxes are cut and the oil price is not low anymore
» Exportswill be kept up, as long akemand for goods abroad

» We expect the output gap to be closed earlier than Norges Bank expects2&)2

and that rates will be hiked in H2, possibly already in Q3 in 2021 32
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Transport & culture down too, due to covid restrictions. Fisheries contribt@eipp!

Norway Production sectors Norway Production sectors
%Trade 4 0.75  Contribution to growth; volume - 0.75
| % of GDP-change since Feb '20
~Electricity 0 0.50 - AN ~Trade 0.4
ZManufacturing -2 i 4
ML GDP -2 0.25 /Electricity 0.0
<Professional services -3 0.00 :
#Construction -3 ﬁManUfaCtUrlng -0.1
B -0.25 4 ~Professional services -0.2
<Business services -18 -0.50 - “Construction -0.3
< Transport -21 ;
<Culture, entert. -29 -0.75 - <Culture, entert. -0.7
- 4n NTransport -0.7
Hotels & Restaurants -43 -1.00 - "Hotels & Restaurants -0.8
50 -1.25 - --1.25
--60 -1.50 - --1.50
L a4 -1.75 4 --1.75
FMAMUJJ AS OND FMAMUJJ A S ON
20 20
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A The decline imotels & restaurantsat 27% m/m is dramatic for the sector, of course, and activity is 43% below a normal level. However,
during March & April, activity fell by 70%. The 27% Nov setback cut Mainland GDP by 0.4 pp

A Production fell irculture & transportii 2 23 odzi W2dzadQ o0& @2 FyR p» NBalLles FIN £Saa

A Activity infisheries & aquaculturdell 20% (due to ocean fisheries) from the high level in October, contributing to a 0.4 pp decline in
Mainland GDP. Electricity production fell 13%, also contributing to 0.4 pp decline in GDP

A¢Kdzaz I O0O2NRAY 3 G2 2dzNJ Ol f Odzf | BIRreparED.4KSish\@tmfriktg NI € Ay 3¢ D5t TS
A Several sectors reported growtHealth, manufacturing, trade, professional & business services

Business services: Temp services, travel agencies, call centres, congresses, cleaning, canteens, property services, leasing 33



| 2NB AYTFElL A2y

af AIKGf &

K]
SpareBank o

MARKETS

f 26SN) OKIY

Nonevent with regards tdb 2 . md@hatary policy outlook virus impact more important

Norway CPI core
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20- v M el D ()
1.5 1.5
1.0 A 1.0
0.5+ -0.5
0.9 Change m/m, 6m avg (line) - 0.9
0.6 - 0.6
0.3 - -
0o :VNMMN\\\AMMWW\
-0.3 1 Seas. adj by SB1M £.0.3
13 14 15 16 17 18 19 20 21
Norway Headline & core inflation 31 Markets/Macrobond

54 -5

4 Total CPI L4

3

i

1 Core'CPI (ATE) ’

04 o

Ry -1

24 FZ

31 -3

A CPIATE (ex. energy and taxésfjation rose 0.1 pp to 3.1% in
December, slightly below consensus and our forecast (3.1%).

A~ -~ s A

b2a2NASa . Iyl SELSOGSR odoe: 0

»

»

»

»

Prices rose 0.2% m/ns.@
Food price inflation was weaker than we expected

Inflation is below 2% for housing, health, clothing and airline tickets
all others are still above

Import price inflation is up again m/mwill probably recede as NOK
effect fades

A Total inflation was up 0.7 pp to 1.4%%, more than we expects
as electricity prices rose more m/m than we assumed. They a
still down 21% yly

»

»

-0,18 A The price outlook

We expect inflation to slow the coming quarters as the NOK
effect stabilises and wage inflation remains muted. Demanc
for goods will have to decline from a very high level, while
0KS WoSIiSy R2gy aSNBAOSAQ
anytime soon, even if demand should pick up steam
Anyway, CPI inflation will not have any material impact on
b2NHSAE .lFyla YR Y2y Sal Ne
all about the Covid 9 impact on the real economy. When
the war on corona is won, we think the housing market will
become more important for Norges Bank than actual
inflation
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Another flattish bank lending survey but will banks turn out to be right?
b 2. BR4XAL survey signalose to normal demand for loanso change in lending standards

Norges Bank Lending survey - aggregate Norges Bank Lending survey - aggregate
Change in standards & demand 0.50 + Norges Bank's lending survey -4
0.50 - - 0.50 (aggr. demand/standard mix) 3
0.25 - —
0.25 - - 0.25 -2
“ : h— A 0.00 'j\ !
0.00 —f“— ——PA A ——70.03 '
S -0
VAVs\V/ i Al \PVAVARAL
-0.25 - : --0.25 0.251 -1
e - -2
-0.50 + Corporations L .0.50 -0.50 1 Change in credit growth, C2 --3
--4
-0.75 - --0.75 -0.75 7
--5
-1.00 - --1.00 -1.00 - --6
08 09 10 11 12 13 14 15 16 17 18 19 20 21 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A We expected banks to report stronger demand from households and weaker demand from the business sector

Data in this section are seasonally adjusted 35



Global economy

Surprises are still on the upsidebut not more
EMU is still surprising big time at the upside
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Citi surprise index

Citi Surprise index o
300 - 300 4-
3
200 - - 200 5]
EMU J
1 1 ﬁ
100 - EM x Cn ’ ‘
USA 0- % I IN
0+ ~China | 17 ]
-2
-100 1 --100 31
-4 --4
-200 + --200 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond
-300 4 --300
Citi Surprise index
-400 - L -400 Stdevavg=0 0.5 00 05 10 15 20 25 30 35 40 45
i —
JAJ O J A J O J A J O Au\?\;;?:lja I O
18 19 20 21 EMU O ]
SB1 Markets/Macrobond New Zealand I S
CEEMEA O ]
EM x China [ O]
A All major countries/regionsare reporting data above expectations, for the first time ever Jsapad" Il e
weden . —
A TheEuro Zonéhas been delivering strong data recent weeks UK [——
A TheuUsis still well into positive territory ﬁ:g’; Z?':ieﬁr(i:ca —
A Chinahas moderated lately USA I e
. Canada |}
A Other EMsare well above their average level too Switzerland —
A Norway, Canada and Switzerlarat the bottom, with China, but jugtorway below an China mm e
average levelAnd BTWAustraliaat the top MY _

Surpriseh Y RA OSa YSI d4dz2NB GKS RATFSNBYOS 0Si6GsSSy SO2y2vyrataq

= Now ® 1 month ago

SB1 Markets/Macrobond A -
SELDUUruUAZYd 'yRK UKD ruuuat zuwuzYS 389



The Calendar
The first Jan PMIs, US housing data, ECB, Norges Bank

Time [Count] Indicator

[Period| Forecast] Prior

Monday Jan 18

| [No news | | |
Tuesday Jan 19
11:0dGE  [ZEW Survey Expectations [dan ] 59.4 55.0
Wednesday Jan 20
06:0qSW [House prices, HOX, YOY 10.29
08:0JUK |CPI Core YoY Dec 1.3% 1.1%
11:0JEC |CPI Core YoY Dec F 0.2% 0.29%
16:0qUS  |NAHB Housing Market Index Jan 86 86|
Thursday Jan 21
08:0JNO [Industrial Confidence le] (4.5 1.7
08:00NO |Housing Starts Dec 31K
08:45FR |Business Confidence Jan 92 91
10:0JNO |New Home Sales, Homebuilders |Dec 28K|
10:0NO |Deposit Rates Jan-2] 0.0% 0.0%
13:49EC |ECB Deposit Facility Rate Jan-21 -0.59 -0.5%
14:3qQUS  [Building Permits Dec 1603K 1639K
14:3JUS  |Housing Starts Dec 1560K 1547K
14:3qUS  |Philadelphia Fed Business Outlogldan 11.3 11.1
14:3qUS  |Initial Jobless Claims Jan-1¢ 923K 965K
16:0JEC |Consumer Confidence Jan A -15 -13.9
Friday Jan 22
00:3dJN  |CPI YoY Dec -1.39 -0.99
01:39JN PMI Manufacturing Jan P 50
08:00UK |Retail Sales Inc Auto Fuel MoM |Dec 1.0% -3.8%
09:19FR  |PMI Manufacturing Jan P 50.5 51.1
09:3JGE  [PMI Manufacturing Jan P 57.2 58.3
10:0JEC |PMI Manufacturing Jan P 54.9 55.2
10:0JEC |PMI Services Jan P 44.5 46.4
10:0dEC |Markit Eurozone Composite PMI |Jan P 47.6 49.1
10:3JUK  |PMI Manufacturing Jan P 53.3 57.5
10:3qUK  |Markit/CIPS UK Services PMI Jan P 45.5 49.4
15:45US |PMI Manufacturing Jan P 56.5 57.1|
15:49US |PMI Services Jan P 53.4 54.8
16:0qUS  |Existing Home Sales Dec 6.55m  6.69m
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A January PMIs

»

In DecEMUsurprised on the upside, big time, signalling that Q4 was not a disabtér
weak retail sales data still indicating a coronavirus driven setback. January is expecte
tad weaker than December but with manufacturing still well into positive territory. In
theUS U0KS L{aa ¢SNb aiughitylaeNBMuiKexpécted in dah, A
obviously due to the 3wave. TheJKPMIs are expected down, more due to corona
than Brexit, we assume

A USA

»

»

The housing markehas been very strong and we doubt it will slow down now. The
increase in market rates have not yet influenced mortgage rates, as mortgage spreac
have fallen even fastay pushing mortgage rates further dowh.K S K2 Y S 0 dzA
survey, housing permits & starts and existing homes sdl&gh prices) are reported

this week. New jobless claims soared last week, what now?

Hopefully, the Wednesdapaugurationof Biden will go smooth, and Trump will leave
town

A EMU

»

The ECHBvill probably not signal any policy changes

A UK

»

Retail saldell almost 4% in Nov, and a small Dec uptick is expected. If that materialis
substantial downside risk for Jan, due to the last, harsh lockdown

A Norway

»

»

»

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold

NorgesBang A f f y20G aAir3aylrt Fye OKFy3Sa |G A
We expect a further increase 85Bs quarterly manufacturing survey

Homebuilders will reponhew home sales & startsSSB housing starts (and other
construction starts)

37



Highlights

The world around us

The Norwegian economy

Market charts & comments

SpareBank

MARKETS

[
1

38



MARKETS

(K
SpareBank €
Q4 GDP stronger than expected, up 6.5% yly

Industrial production well abovpre-coronatrend, as are exports. All others on the way towards |

China GDP vs monthly indicators - demand A GDPrOSGZG%q/q in Q4 (01 slower than eXpeCtedhnd by65%
120 - . - 120 yly (0.3 pp faster than expected), as Q3 growth was revised up by
Dec 19=100 0.3 pp. GDP grew faster trough 2020 than through the previous year
110 =106 even if the annual growth rate was just 2.3%
GDP ( terly) . . .
100 -———————-——/—2;—4-3:\“ i ’// <103 A Industrial production rose1.1%m/m in Decand7.3%yly, the latter
L__,/».——’ \ \// 0.4 pp better than expected?roduction isvell abovethe pre-corona
90 | === 90 trend path Growth will now most likely slow
801 \ vestmente |~ 8 A Service sector productiogrew by0.6%in Dec,slower than the
704 - prev.3 months. Activity i8%above the Dec 19 levell Y R YT A Y
at the old trend path
601 M S S N MM s N M s NS M 00 A Retail salesose0.5%m/m in volume terms irDec, down from
17 18 19 20 o1 1.6%.Annual nominal growtlfell by 0.5 pgo 4.6%, expected up to
I 5.5%.The gap to the preorona trend path is now just 1%CPI
inflation is falling sharply, and prices aug just0.2%y/y (from
China GDP vs monthly indicators - supply above +5% at the peak) as pork prices are heading dBwpportive
110 pociad 19 = 100 : e for real household demand, @burse Producer pricesvere finally
i <107 up yly in Dec
105
GDP (quarterly)
100 G 100 A Investmentsrose2.3%m/m in Dec.Growth is slowing modestly,
95 - M% . 95 which is natural as the gap vs the pre corona trend is closipigly
0 g - 90 A Credit growthis slowing, and underlying growth has fallerstame
85- - 85 8%(from 13)and it is nowclosean underlying nomina&DP _growth
80+ - 8 A Exportsfell marginally in Dec but the level is 16% up vs early 2020,
75 - - 75 signallinggrowth abroad and importsare at a decentrend path,
704 Industrial production L 70 signalling; growth at home too. Other Asian exports are on the way
JMMJSNUJIMMISNIMMISNJIM up, including South Korea
17 18 19 20 21

In sum: Gaps arelosed The economy has fully recovered from the
corona downturn. So it is possihle

SB1 Markets/Macrobond
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Q4 GDP up 6.5% yly, and the level is abdkie pre-cornatrend!
The annual rate was 0.3 pp higher than expected, even if the g/q rate at 2.6% was 0.1 pp low

China GDP, forecast from Q3 20 China GDP
. 8 15.0 - - 15.0
110_ / L 110 GrOWth q/q,y/y
7 u 12.54 - 125
100 - Level -100
1 - 10.0 - - 10.0
90 - - 90
1 - 7.5 -
80 - - 80 yly 6.50
1 - 5.0 - - 50
70 - - 70
] i 2.5 -
10.0 - - 10.0
1 i 0.0 - 00
5.0 e - 5.0
- g - 2.5- - 25
0.0 — 0.0
- - -5.0 - - 5.0
-5.0- - 5.0
] - 7.5 - 75
-10.0- - ‘ | ‘ | ‘ | --10.0
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 1004 o0 1-10.0
15 16 17 18 19 20 21 22 00 02 04 06 08 10 12 14 16 18 20

SB1 Markets/Macrobond SB1 Markets/Macrobond

A A 2.6% g/q rate equals a 11% annualised growth rate, following the 3.0% g/q growth in Q3 (revised up by 0.3 pp)

A The annual GDP growth rate was sliding down before corona, to 6% in Q4 last year. If the gradual decline in growth h
continued¢ and corona had not happenegthe annual growth rate would have been some 5.5% by Q4 2020. The actua
rate at 6.5% is clearly above the prerona trendg and might partly be to due some pent up demand/productgor
LISNKI LJA RdzS 02 Fy W2OSNRuUAYdzZ I GSRQ SO2y2Ye

A For the record: GDP rosg just 2.3% in 2020 40
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2020: GDP rose by 2.3%. Noanywill report a better figure!

China GDP

17.5

15.0 1

12.54

10.0 1

7.5

5.

o

2.

[¢)]

0.0
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-17.5
-15.0
-12.5
-10.0
- 7.5

6.0

- 5.0

&

“—- 0.0
80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

For your record, it still was a good year:

In 2020, faced with grave and complex environment both at home
and abroad and the huge impact of the epidemic in particular, under
the strong leadership of the Central Committee of the Communist
Party of China with Comrade Xi Jinping as the core, all regions and
departments adhered to the general working guideline of making
progress while maintaining stability, coordinated the work of
epidemic prevention and control and economic and social
development, took solid steps to stabilize employment, finance,
foreign trade, foreign investment, domestic investment and market
expectations (six areas), and fully safeguard residential

SYLX 28YSyids LIS2L) SQa f AP0St AK22R:?
security, stability of industrial and supply chains and operations at
grassroots levels (six fronts). As a result, the national economy
recovered steadily, employment and living standards were ensured
forcefully, and the main goals and tasks of economic and social
development were accomplished better than expectation

41
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GDP price deflator down to almost zero yl/y
Nominal GDP up by 6.6% yly, just 0.1 pp higher than the volume growth rate

A Manufacturing producer prices (PPI) al@wvn 1.3%y/y (Q4 avg), while CPI inflation slowed to 0.1% y/y

42


































































































































































