Macro Weekly
Week 6/2021

Harald Magnus AndreassenTina Norden

Phone
Mobile
Email

1 (+47) 24 13 36 21
1 (+47)91 14 88 31
: hma@sblmarkets.no

Phone
Mobile
Email

. (+47) 24 13 37 48
- (+47) 93 22 62 24

SpareBank 1 Markets
Phone : (+47) 24 14 780
Visit address Olav Vs gate 5, 0161 Oslo

8 February 2021

SpareBank 1

: tina.norden@sblmarkets.no Post address: PO Box 1398 Vika, 0114 Oslo MARKETS



Highlights, corona update

The world around us
The Norwegian economy

Market charts & comments

AAAAA



K]
SpareBank o

MARKETS

Last week 1: The corona story

A Tight lockdownsare able to combat even the mutated virus, as the no. of new E¥ithses is falling rapidly in bdthK and
Ireland. As the mutated virus has gained a large market shareinthe UK\RREQ o0 F2 NJ 6 KS Ydzil 6§ SR
0.8, and at the same level in Ireland. in both UK and Ireland . The same is probably the case in Spain and Portugal whe
no. of cases is falling rapidly too. If so, these countries are able to ease some restrictions. Mobily is already onphe way
because people (for good reasons) are less worried, as the pressure at the hospitals are rapidly easing

A The no. of new cases is falling in a large majority of other countries iocluding the US. In Norway the decline is flattening
out, and the mutated virus is found many places. The mutated versions will most likely become dominant in most countt

ALY O2dzyGNAS&a 6KSNB TSg¢ Ydzil GSR @ANHzaSa KI @S oce&yifitfnaydzy
be less infectious than initially feared (as it very likely is far more easily spread than the original virus!)

A Norway is trying to curb several outbreaks of the mutated virwith local, partial lockdowns. So far, we estimate that the
impact on the national economy to be limited

AhRET2NRK! &0 NI vatyrdthe afactivés.Ghd 5o/t African mutant (whidoisid aroundthe world)

A The pace of vaccinatiorisas gained speed in both the US and even more the UK, and they are ahead of other European
countries (though both are well behind Israel). Norway increased the speed last week, and the authorities published a r
optimistic scenario for deliveries of vaccin®ge still assume that distribution will not be a bottleneck when larger quantitie:
arrives the coming months. The challenge is the production capacity

A The real challenge remains: A substantial degree of social distancing and discipline will be needed to keep the viruskin
the coming months, before the immunity rate has increased significantlpwever, the outlook from some time in Q2 or at
least in Q3 is far better, given the plans for ramp up of vaccine produd¢ti@ddition, the hospitalisation & death rates
should decline during the coming few weeks as2ht R &hdl teisickest are vaccinated (but we are not home free, hospite
will still have a problem tbo manyothers are infected, as younger patients are also a being hospitalised)
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Last week 2: The economy

A Global auto salegell slightly in January, due to a steep declinEimopean sale§VAT & corona in Germany, corona in UK & Spain),
while sales rose in theSand inChing and most othelEM countries continuedipwards. Sales in China are well above thequena
level, other EMs on par(!), while European sales were far lower in Jan, probably mostly for temporary fdaseagiansales
normalised following the ATH in Dec (taxes, and many-iplutgliveries)

A The global composite PMell for the 3¢ month in row but slightly less than we assumed, and the level at 52.3 still signals global G
growth close to trend. Both the manufacturing & services PMI fell, services most due to a setback in some EMU count@®aJK &
Themanuf. PMI signals growth well above trertklivery times are increasing and price indices are soaring, sigrebinarp increase
in at least headline CPI inflatidghrough 2021 UK, Ireland and Spaiis struggling hardest with the mutated virus, still noting
compared to the March/April 2020 shock. TEaropean economys still contracting, according to the PMIs. The PMIs féllhimg and
unusually fast. However, the level is still at least at average, signalling growth at or above whrah was inevitable givethe brisk
recovery up above the prpandemic growth pathln the US, the ISM/PMIlare signalling some 5% GDP growth, the manuf. PMI is at
ATH, and services are reporting strong growth! Other Emerging markets more up than down, and most are reporting growth! The
Norwegian PMI has flattened at 52, signalling moderate growth

A ¥ 4 A ~

A USemploymenaNBE g f Saa GKIy SELISOGSR AYy WY 6ndQ @& mManuQX FyR |
The setback in Dec was solely due to deep cuts in restaurants and bars, while other sectors reported decent growtheln Jan, t
gSH1ySaa ¢l a oNRIR o0l aSRX | yR dzy SYLI} @uhilé Suvays dt the sdmd ar@ dzdoitingp n Q
strong growth. The unemployment rate fell sharply, 0.4 pp to 6.8%p.unch Wage cost inflationis probably in check, but some data
are signalling higher growtiNot surprisingly, the debate on the need for a 9% of @GBdal stimulus(on the top of the 4% stimulus
decided, and the 7% of GDP in excess household savings last year) the is he&mgdupeldsrose sharply last week

A GDP in EMUell by 0.7% (2.8% annualised) in Q4, due to setbacks in France & Italy, while the economy in Spain and Germany g
outcome was better than expected. Retail sales rose 2% ir fo#owing the 5.7% drop in Nov, all due to corona outbreaks.
CPI inflationrose sharply in January, by 1.2 pp to 1.4%, mostly due to the reversal to a normal VAT rate in Germany.

A GDP inrSweden rose by 0.5% in Q4, less than expected
A Norwegian house pricesose by 0.7% in Jan, as we expected, and prices are up 8.6% y/y. House prices are rapidly up in most of

country. The inventory of unsold homes are far below a normal I&@hufacturing productionfell 0.2% in Dec, oil related down,
other sectors upConsumer confidenceemained at an average level in Jan, according to Opinion CCI
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Still mostly good corona news, even where the mutants dominates
CKS WYwQa IINB o0St2¢6 m Yz2ad LI OSaz S@Sy Ay
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A The virus cycles are dramatic, and normally very short. Most countries are reporting fewer cases, and the no. of nea
falling in almost all countriesand no country with a high prevalence is reporting more cases

A The no. of new cases is falling in Norway too but not by much last week; the R is approaching 1. The mutated virus h:
arrived, and tighter restrictions are imposed in more towns/municipalities both around Oslo and now in & around Berg

A Some few countries are reporting more new cases. France will have to tighten regulations quite soon, Belgium can sti

to wait. The mutant is very likely gaining market shares lgeaed mobility has returned to (too) high levels .
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Good & bad corona news

COVID-19, New Cases

. . . Per 100" persons, % last
A The no. of new cases UK & Irelancare still falling rapidly, by 26% gy o ‘las(dpace) o elast &previousweek o
and 40% resp., and is down 65% and 85% in less than 4 weeks! Thipoug & emmmmames 128 30 o o
no. of hospitalisations & deaths is now following suit e Rep e e s
»Wdzad GKS | Y KFEa O2yRdzOGSR o6A3 aol . ————r e : K
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A More countries are reporting an increasing share of the mutated ~ pere — e -
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or such an effort has been achieved by a sharp reduction in mobility

A Last week, researchers claimed thati i NJ Ya@otieOvasthét
able to combat the South African mutant. There is an obvious risk
that new mutations will be even more challenging both vs. risk for A
AYFSOlA2y 6GKS WYwwQo IyR @aod (KS o OOAySa
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USA: A further decline in new cases, down by more thandfBm the peak

Hospitalisations sharply down as well. Too early to give vaccines any credit
USA Hospitalisations, deaths
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A The hospitalisation and death rates may be declining
somewhat
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Mobility up in most countries, as the virus retreats
Spain has turned dowgand the no. of cases flattened
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Covid19

Hospitalisations on the way down almost everywhere
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Hospital occupancy
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Covid19

The deaths: UK on the top but has peaked! Ireland has peaked too
Most others down. However, Spain, France (& Portugal) are all on the way up!
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Covid Deaths but Covid Deaths
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A Our calculation of the CFR in UK has come down, no signs of increased mortality of the new virus
A The no. of deaths in Ireland has stabilised (as we forecasted lastiveek
A Deaths in Denmark and Germany are falling rapidly, alongside the decline in cases that started some weeks ago

10
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Vaccinations: UK & US in the lead (x Israel). Norway sped up last week

The no. of doses equals just 1%.5% of the population per week in most of Europe
COVID-19 Vaccinations - past 7 days
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A The bottleneck in EU/Norway
is the supply of doses.
Oxford/AstraZeneca and
Johnson & Johnson will
eventually provide much
larger quantities, as will Pfizer
from Q2

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

create problems now, but
hopefully not for too long

11



K]
SpareBank o

MARKETS

How to reach herd immunity? Through infections or vaccinations?

Covid-19 immunity - estimated Covid-19 Immunity
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A It may take at least 2 weeks before the vaccine works in the body, after receiving the first dose. If so, Israel should hay
reached some 35% immunity rate by now, and 45% in 2 weeks time, assuming the first dose create immunity

A UK, Belgium, USA and Italy may have reached an immunity rate through infections alone, Sweden 20%. UK has
vaccinated a significant share of the population too

We calculate the infected rate by assuming a 0.5% infection fatality rate. We assume those who have been infected aexivadiieavith others

12
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2 possible Norwegian Cowtl9 vaccine rotout plans
Now the Norwegian authorities have presented an optimistic scenario (partly incl. prew¥ Q Q|

A There is still substantial uncertainty vs. the availability
of vaccines, both concerning global production volumes
and the share EU/Norway will receive

14 A There are several vaccines underway but we have

Mill doses Ay Of dzZRSR W2Kyazy 3 W2Ky&azy
12 2 per persons needed Accumula thorised lat )
PfizerModerna, Oxf/AZ is 'secured’ authorised late Q
100%, abové&8y

Norway Covid vaccine rollout

10 Likely candidates: A Vaccines fronCureVa& Novawaxs included (EU has
J&J incl from April agreement with all of them)

CureVac & Novawax . . .
from April/May A Modernamay be able to increase its production
capacity substantially

+ extrafrom O/AZ
Permonth A Norwaymayreach 100% coverage of the population
B 5 & & = = = (above 18 years) in early @and immunity will be
Jan Feb Mar A May un o Aug Sep f ATGOSR admadlyaalrtte 60ST2N
proportionally by (immunity rate) (for a given
behaviour/social distancing)

A Old/sick or persons in the risk groups xevaccinated
by mid Q2 at the lategstno doubt reducing the
hospitalisation & death rates substantially, making a
higher infection level acceptable

o N B OO 0
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Retalil sales & industrial production up in Dec
And global foreign trade rose almost 2% m/m in Nov, and trade volumes are above early 202(
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Memo: Keep in mind the different scales at the chart above

A Retail salesnay have increased by 0.5% in Dec, following a small decline in Nov. EMU contributed on the downside in Nov, an
the upside in Dec. Sales in the US fell both months

A Manufacturing productionprobably climbed 0.5% too, and is 2% above theqmena level, according to our very preliminary
SalAYFGSad t NPRdzOGA2Y Kl a LINRPolote FlLtfSy akKlkNLI & Agh G§KS
manufacturing production in Dec. Better Dev data from China & the US

A Global foreign traderose 1.9% in November, and the level is 1.6% above thel Béevelc the gap is closed!!
14
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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 24 coronawave drop in Frdt/ Belg.

Retail sales volume . Retail sales volume, accumulated gains/losses
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A Norwayisinteleadcl YR Kl & 6SSy RdzNAYy3a (KS gK2ftS O2NRYl ONRa&aA
A USsales fell in both Nov & Dec but is still well above thequna level
A Consumption of services is not includedhese retail sales dataand service consumption has fallen sharply, everywhere

15
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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
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DM orders: Japan is still lagging, and EMU below géaut on the way
Something must be happening with investments, somewhere

New orders, durable goods USA, EMU & Japan Orders & investments
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Inflation still in the doldrums, but it is not declining further
Inflation in the EMU shot up in Jan, mostly due to the reversal of the German temp. 3 pp VAT

Core CPI Inflation CPI Inflation |
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A The PMI reports as well as the increase in raw material prices towards a lift in at least the headline inflation rate the
coming quarters
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Restaurants open only in Australia. Full closure in Ireland, UK & Germany
US on the way up agai@lommercial airline traffic is sliding dowiut will soon bottom?

Restaurant reservations Open table World Commercial flights
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Global economy

Growth slowed in Q4 but still grew above trend, at a 5%+ pace, 1.1% down y

GDP fell in EMU but most other countries/regions grew in Q4

GDP

10 1% change from Q4-19

China 6.5
New Zealand 3.7

World est -1.1
l/South Korea -1.3
<Finland -2.4

AUSA -2.5

=

<Norway, ML -3.2

Canada -3.5
Denmark -3.7
Germany -3.9

“Australia -4.2

L\Belgium -4.8

\\France -5.0
EMU -5.1

Fltaly -6.6

India -8.2
UK -8.6

Q4 Q1 Q2
19

A We estimate that GDP grew by at least a 6% pace in Q4, if so leaving global

GDP down 1.1% yly

A China & US have reported decent Q4 growth, alongside some Asian countries
A Last year, global GDP fell by 3.6%.

A China grew by 2.1%, all others down

A Sweden down 3%, Norway (Mainland) 3.5% and3.8%

A EMU contracted almost 7%, UK by 10% (and Spain by 11%)

SB1 Markets/Macrobond
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GDP 2020 vs. 2019

Change in % Q3

-12|.5 -2|.5 . 2'.5 yly

China [ | 2.1
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Sweden [ ] -3.0
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USA | -3.5
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Japan ] -4.9
Germany I -5.3
Canada ] -5.3
Belgium | -6.3
EMU | -6.8
Portugal | -7.6
France | -8.3
Mexico | -8.7
Italy | -8.9
Philippines | -9.3
UK | -10.0
Spain | -11.0

425 75 25 25
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The composite PMI down 0.4 p to 52.3, signalling growth marginally below tr
The 34 small decline in row as European services were hit by corona. China slows, but the US

Global PMI vs growth Global PMI vs growth

GDP qlq I 56 - -5.0
annualised

- e /f/b\wﬂfﬁ’\\/ﬁ :
441 \ »
405 5 %27 \

\

60
-4.5

-2.5

36 - 51 -

7 -2.0
32 - --10 50 \——
28 - 40 4 -1.5

7 7 GDP g/q, a.f
24 | 15 a1 1.0
20 - 481 05
16 - --20 47 + 0.0

98 00 02 04 06 08 10 12 14 16 18 20 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The manufacturing PMI fell marginally, but signals growth well above trend. Services have slowed more, but the globs
average is still well above 50

A The globatomposite PMI signals a continued recovery indglebaleconomy
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EMU also down, but like in Nov. Both the Chinese PMIs fell as well, while the US PMI rose sh
Sweden at the top, for the 3rd

PMI Composite month in row, a new reco®l  Composite PMI
Deviation from 50 & change last month
65 65 AW o0 s 0 s 10
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A 11 countries up, 13 down. 19 below 50, 13 gbove A o ] ) 3
A BesidesSwedenUSM & (KS Y2al AYLINBaaA®Ss 020K alNJAGQAE talLa FyR

A %I'he %12inese PMIell much more than expected, but remain at decent levels, signalling growth at trend, following incredible sur
rom

A The EMU PMIgll (albeit a tad less than the flash estimatea;)dsi%nala moderate GDP contraction into Q1 as well. Spain is at
the bottom in the EMU, Germany remained above the 50 line, thanks to a vibrant manufacturing sector

A Indiais thriving, whileRussiarose to above 50 agaiBrazilturned into contraction mode 22
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The global manufacturing PMI marginally down but still very strong!

The PMI down 0.2 p to 53.5, 2.4 p above &weden in the ledd

PMI Manufacturing

Global Manufacturing PMI vs production
- 10.0
60 -
- 75
55 - 1 L
(I\I{ \‘\I“ \'\l\' /H o 535)
] ’ \ L
50 \ e \ [
A - : — +— 0.0
45 - N - -2.5
Production yly --> - -5.0
40 -
- =75
35 --10.0

98 00 02 04 06 08 10 12 14 16 18 20

SB1 Markets/Macrobond

A The global manufacturing PMI fell marginally in Jan, and the level is still close
the best in 10 years, and 2.4 p above average

» Just above 50% of the countries reported higher PMIs in Jan vs. Dec
» A majority of the countries (80%) are reporting PMIs above the 50 line
A EM down due to China, Brazil. DM up due to EMU, UK & Japan
A The PMis fell in UK & Ireland but both remained above 50, no mutant shock
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A Sweden in the lead, the volatile Danish PMI at the bottom, Norway below mean

& median

H Deviation from 50 ® Change last month ‘
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Businesses are reporting the fastest price inflation in 10 years, bot&imutput

High growth, capacity constraints & longer delivery times. CPI inflation next? VERY likely. A p
Gobal Manufacturing PMI Prices

801 <-Input Prices o OECD Inflation vs PMI prices

75 - " 59 75 -'Change % yly - 6
704 57 G7, OECD data
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60 - | A\ [V 70 5
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SB1 Markets/Macrobond m
50 - o
Global PMI Services Prices
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<- Input Prices -1
70 - -85
o5 | -80 40 - -2
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60 - ’ SB1 Markets/Macrobond
50 Ju Al 60 A Both manufacturers and servicemre reporting rapid increases in
W -55 prices, both input & output prices but output prices in the
457 -50 service sector slowed somewhat in Jan
R St o A The correlation tactual CPI inflatioris not prefect but pretty
9899 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 2021 close. The PMI price indices are signa|ﬁr|ijt in headline

SB1 Markets/Macrobond

inflation, from some 0.5% in rich countries now, up to 2386.
adzOK Aa WI R2yS RSIHtQX a Sy
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China PMI
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The PMIs fell sharply in January but the level signals groattirend

The 3 largest setback ever, and far larger than expected, with services in the lead

China Composite PMls
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China PMI vs GDP
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A The average of the two PMIs fell by 3 p, ttiel@gest monthly setback ever
» The service sector reported the steepest setbatiut even services are reporting growth
0KS R2dz0tS 2F |ye@

ALy

path.Thus, a slowdown was inevitabléuthorities have tightened credit somewhat. However, we doubt they want to curb growth too

Il H

WH N

| KAYL

IANB g

I d

[
1

NE I &2y | aécoréha gt A Y I G

much. (The recent rapid hike, and then normalisation in short term money market rates was just an accident, not a paljcy sign
A The Jan PMI levels are not signalling a slowdown to below {seinext page too) but surely, the steep decline in one month could signal

something more to come. The Feb & March surveys will be exiting
A Other surveys are not signalling an abrupt halt in the Chinese economy

25
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Manufacturing ISM declined in January, but level still far up in the sky!
The ISM surprised on the downside, dropping 2 p to 58.7, expected down to 60. Still 58.7 is n

USA Manufacturing ISM USA PMI/ISM Manufacturing
75- -75 70 - -70
ISM New orders
70 - -70 65 - m - 65
0. . 55 - LA ,/\(/ | -55
_\,\ AL AR VY
50 - \ g 50
55 - - 55 lp
45 - -45
50 | ] '50 ‘
40 - - 40
45-“ ~45 35 \ |orss
40' '40 30_ ./ _30
35 - 35 25 - -25
30 --Recession shaded, ISM.in red - 30 20 - - 20
70 75 80 85 90 95 00 05 10 15 20 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
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A 16 of 18 manufacturing sectors reported growth in January, just printing and petroleum down

A 26 groups of commodities were up in price m/m, like in December, where 10 new commodities were added. Just one,
caustic soda, was down. A lot of commaodities were in short supply too

AL{a YR alNJ]AGQa talLcashighlBvBlRSNR | NBE O2y @JSNHAY 3

26



K]
SpareBank €

MARKETS

The service sector Is putting a drag on growth but no catastrophe so far
The composite revised up 0.3 p vs. prelim. est. Services are still well below 50, manufacturing

EMU PMI vs GDP 7 EMU PMI Composite
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A The finalcomposite PMfell 1.3 p to 47.8 in January

» TheComposite PMI is at a 7 mo. low in Germamyut the index still above the 50 line. The other big 4 arbabw the water mark, Spain at
the bottom

» The PMI was marginally higher than the initial estimate, but is still bleak
A GDP fell by 0.7% in Q1 (2.8% annualised), more than signalled by thd R&yisow imply a 1% contraction pace in €14
pp, not annualised), which seems somewhat optimistic.

A still,the 209/31d corona waves have created far less problems in the European economy thatilts 4pring, as the
SO2Y2YAO AYLJ Oua 2F UKS OdzNNBY U Wi20]1R2gyaQ I NB ySIt
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Sweden still look rock solid, the composite PMI ggsignalling a&&%growth pace
Manufacturing PMI down 2.5 points to 62.4 in Jan. Services up 2.7 p to 59.3, a very strong pri

Sweden PMI Sweden PMI vs GDP
70 - 70 70 - 10.0
65 - - 65 65 - - 75
Manuf. 62.4
60 - L 2= 60 -
55 - - 55 55-1\/ j
50 50 50 —N—1f \p 0.0
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Q2: -30%
(actual -8.6%
30 - - 30 30 - --10.0
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A The Swedish PMI is at the top of the global ranking, both manufacturing & services!

A In November, theRiksbanlexpected another downturn due to the corona outbreak, and turned the QE tap further.
So far the fear does seem to be warranted (as we not believe that the incremental lift in the QE program explains the
continued strength in the Swedish economy)

A GDP grew by 0.5% (2% annualised) in Q4, and both the PMI and other business surveys signals a decent growth pa
Q1
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Global auto sales down in Jan, Europe (German VAT & UK corona) to blame
Sales in US and Chinas and other Emerging Markets up, European sales sharply down

Global auto sales Global auto sales
Ml ann. rate 20 | Rebased, 2019 = 100 ~China 11
10 | EM
“x Ch 1
o—{f'?\,\\:_‘;_s(,‘ USA -2
_10— L
_20— .
-30 - --30
-40 - - .40
-50 - - .50
60 - - 60
70 - --70
-80 - . . . . . . --80
04—, Manysmallcountries notincluded | Jan Apr Jul Oct Jan Apr Jul Oct Jan
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Based on our preliminary estimates global auto sales fell some 2% in Jan, but remained above the Nendesales are
still trending up, due to a steady rise in Chinese sales.

A Sales fell sharply in Germany, Spain and the UK. Tax changes (and strong Dec sales) as well as the coronavirus to b
A Chinese sales are 11% above the 2019 average, US down 2%, and Europe down 2B8%, ifidbecember.
A EM x China are back to the same level (+1%) as in early 2000, as sales in India are well above, and Russia has reco
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Employment just marginally up in Jan (and past 3 m). A broad slowdown in J
9YLX 28YSyYyd 3INBY o0& 2dzad ndQ Ay Wmpl ghpysktil 6.8%

USA Nonfarm employment USA Unemployment vs Fed forecast
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A BmploymentNR2 84S o0& npQ a F2N¥Iffteé SELSOGSR odzi F2ft26Ay3a | Y2NB d

KAIKSNI tdzof A0 SYLI 283YSyYy(d NRaBp gD OSRRSR {2 LINR D | WISy 2afedtalrsh®ih @ ¢
sharply, while other sectors grew at a decent pdnelan, the weakness was broad, signalling slower growth in the overall economy. Past 3
Y2y iKas SYLX 28YSyid 3INBg o6& pnQ Ay I @SN EmBEymeniNs 6:5% bdlow thebgedronaldived S .
it was down 14% in Apwlit is still a long way to gddours worked sharply up in Jan, a positive sign

A Unemploymentsurprisingly fell 0.4 pp t6.3%, expectednch The participation rate fell, while the labour force survey employment rate rose,
asthe LFSreportedit Ay SYLX 28YSyd G | LIWNRBE® HpnQd ¢CKS dzySYLX 28YSyid A

A The weak jobs report increases the pressure for pushilagge stimulus bilthrough the Senate. As corona retreats, a better future??
A In addition, the Federal Reserve will keep pushing the accelerator hard the coming months, whatever fiscal stimulus magidselde 30
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Employment still 5% 6.5% below par
All indicators are signalling slower growghwvhile all are still way below the preorona level

USA Employment A The participation rate has stabilised at some 2.5%
05 . . o5 below the precorona level, which is lowering the
Change form Feb 2020, in % unemployment rate by the same amount
0.0 - 0.0 A Nonfarm payrolls are down 6.5% vs Feb, while
25 56 employment measured by the household survey
' O[C{kQl'Y! Q0 Ad podm: o0Sft 2o
<-4.9 . .
-5.01 Aire A Hours worked jumped 0.9% in Jan as average hours
® 2—6.5 worked rose sharply following the Dec 0.4% setbaak
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-12.5 1 nonfarm payroli --12.5 USA Employment
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Steady as she goes: House prices increased by another 0.7% m/amurady
Norges Bank (and wexpected 0.7%. Price growth is slowing but market is still tight, a low inve

Norway House Prices Norway House prices vs Norges Bank's f'casts
_Existing homes gus 48 INOK 1000 persq.m, s.a r48
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SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS SB1 Markets/Macrobond

A House prices rose . 7% seas. adp Jan down from 0.8% in Dec, as we expectedDec, Norges Bank assumed 0.5%e past
3m/3m, prices are up by 12%, annualised. Pricesiprg.6% y/yA 1.2 ppcut in mortgage rates (to 1.8% in average now, from 3.0%
Feb), has been much more important the corona setback and higher unemployment

» 4 cities reported declining prices m/m, along the coast from Bergen to Trabsda prices rose by 1.3%
» Smoothed 3m/3m prices are up everywhere. Stavanger and Kr.sand at the bottom, Oslo at the top, at 19% (angaalisBdiig net with 17%!

» The number of transactions fell in Jaat remains at a high levdlhe inventory of unsold homes has not fallen further overghst 3 months but the level is
low, an lower than normal almost everywhere

A{K2dzZ R GKS adGSSL)I LINAOS 3INRGgGK O2yiGAydzZSs b2NHSaA . Iyl k)a)\fszf




Manufacturing production marginally down in Dec, trend is OK
Oil related industries down 3.6%, the others up 0.9%, the sum down 0.2%, we expected flat

Norway Manufacturing production
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A Production has been in an upward trend since June, in total by 7%.
Production rose by 2.3% from @3ut is still down by 1.7% yly, due to a

SB1 Markets/Macrobond

8.5% setback in sectors that produces input to the oil sector

A Q4non2 A f

A Surveys are mixed. The Regional Network signals no growth, while bot
talL ardylfta

laggard, signalling falling production
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production but well above our the outcome among our trading partners 5.0+
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Norway Manufacturing production
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Surprises are still on the upside

Citi surprise index

. Citi Surprise index o + T e ava o 4
3 <“World
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A All major countries/regionsare reporting data above expectations, for the first time ever EMU e
. UK [ O ]
A TheEuro Zonds Sweden E— ¢
A TheUsSis still well into positive territorg, and is heading upwards Japan I
. USA [ O
A Chinahas moderated lately, has fallen down to an average level, last week due to the [— — .
PMis Switzerland O |
A Other EMsare well above their average level too, and are on the way up Canada m e
A Besides China, Norway, Canada and Switzerlahthe bottom. JusiNorway is below an ﬁg'::ay _' ¢
average level
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The Calendar
A gquite week: US CPI, EMU manufacturing, SwdllssbankNorwegian GDP, CPI & confidence

Time |Count| Indicator |Period| Forecast| Prior
Monday Feb 8

08:0dGE _[Industrial Production SA MoM [Dec | 0.3% 0.9%
Tuesday Feb 9

06:3JNO [Consumer Confidence 1Q (0) -11.5
12:0US [NFIB Small Business Optimisir{Jan 97.0 95.9
16:0QUS |JOLTS Job Openings Dec 645(Q 6527
Wednesday Feb 10

02:3JCH |CPI YoY Jan -0.19 0.29%
02:3dCH  |PPI YoY Jan 0.3% -0.4%
08:0JNO |CPI YoY Jan 1.8% 1.4%
08:0JNO |CPI Underlying YoY Jan 1.8%(1.3 1.4%
08:0NO |CPI Underlying YoY Jan 2.4%(2.3 3.0%
08:49FR  |Manufacturing Production MoM|Dec -1.09 0.5%
09:3JSW [Riksbank Interest Rate Feb-1( 0.0% 0.0%
14:3QUS  |CPI YoY Jan 1.5% 1.4%
14:3JUS |CPI Ex Food and Energy MoM |Jan 1.5% 1.6%
20:0qUS [Monthly Budget Statement Jan -$143.6K
Thursday Feb 11

14:3Jus  [Initial Jobless Claims [Feb-06 773 779K
Friday Feb 12

08:0UK  |Manufacturing Production MoM|Dec 0.6% 0.7%
08:0qUK  |Monthly GDP (MoM) Dec 1.0% -2.6%
08:0qJUK |GDP QoQ QP 0.5% 16.09
08:00JNO  |GDP Mainland MoM Dec [-0.2%(0.2 -0.9%
08:0JNO |GDP Mainland QoQ 4Q 1.3%(1.4] 5.2%
16:0qUS  |U. of Mich. Sentiment Feb P 80.9 79.0
Monday Feb 15

00:50JN  [GDP SA QoQ l[aQP | 2.4%  5.3%
During the week

CH |Aggregate Financing CNY Jan 46260 1720h
CH [New Yuan Loans CNY Jan 3500h 12600
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A China

» Credit growthhas slowed recent months, probably orchestrated by the authorities,
without lifting interest rates, following the credit surge last spring when the credit
market supported the economy out the corona crisis. This support is not warranted
anymore. Should credit growth slow much faster, the fear of a slowdown to below tre
would increase

A USA

» CPl inflationis still muted, and is expected to remain so in January. In the coming
months at least the headline index will accelerate substantially due to higher energy
prices y/y. Broad increases in other goods prices signal increases in core component
well

A EMU

» Several countries will report Decemhbadustrial productiondata. The Euro zone data
will be reported next week. The manufacturing PMI remains strong

A Sweden

» It may be too early to expect tHeiksbankto send any signals on change the monetary
policy outlook but the bank has to acknowledged that th&@rona wave has not yet
hurt the Swedish economy as much as the bank expected

A Norway

» Mainland GDHs expected down 0.2% in December due to corona restrictions. Due to
steep rise in electricity production, we expect a small gain. Anyway GDP, barring
substantial revisions, will increase by 1.5 pp g/q in Q4 (consensus 1.3%, we assume
1.4%), among the best in the rich part of the world.

» Core annual CPI inflatiowill fall off the cliff, not due to low price increases now, but
due to unusual steep increases in January last year. We expect 2.3% y/y, down from
3.0%. The headline CPI will be kept up due to the increase in electricity prices

» Consumer confidencinand 2 NHESUO KIF&a 06SSy a27Fd KNP
CCl has recovered, and most likely the quarterly confidence index strengthened too,
S y2G SELISOG I fAFO dzLJ G2 'y | @SN¥ 23S

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold 35
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The composite PMI down 0.4 p to 52.3, signalling growth marginally below tr
The 34 small decline in row as European services were hit by corona. China slows, but the US

Global PMI vs growth Global PMI vs growth

GDP qlq I 56 - -5.0
annualised

- e /f/b\wﬂfﬁ’\\/ﬁ :
441 \ »
405 5 %27 \

\

60
-4.5

-2.5

36 - 51 -

7 -2.0
32 - --10 50 \——
28 - 40 4 -1.5

7 7 GDP g/q, a.f
24 | 15 a1 1.0
20 - 481 05
16 - --20 47 + 0.0

98 00 02 04 06 08 10 12 14 16 18 20 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The manufacturing PMI fell marginally, but signals growth well above trend. Services have slowed more, but the globs
average is still well above 50

A The globatomposite PMI signals a continued recovery indglebaleconomy

37
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EMU also down, but like in Nov. Both the Chinese PMIs fell as well, while the US PMI rose sh
Sweden at the top, for the 3rd

PMI Composite month in row, a new reco®l  Composite PMI
Deviation from 50 & change last month
65 65 AW o0 s 0 s 10
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Italy ] [ ]
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Source: IHS Markit, SB1 Markets, Macrobond UK e —
Ireland [ 1
-15 -10 -5 0 5 10

’I Dev. from 50 @ Change last month ‘

SB1 Markets/Macrobond

A 11 countries up, 13 down. 19 below 50, 13 gbove A o ] ) 3
A BesidesSwedenUSM & (KS Y2al AYLINBaaA®Ss 020K alNJAGQAE talLa FyR

A %I'he %12inese PMIell much more than expected, but remain at decent levels, signalling growth at trend, following incredible sur
rom

A The EMU PMigll (albeit a tad less than the flash estimates), and signals a moderate GDP contraction into Q1 as well. Spain i
the bottom in the EMU, Germany remained above the 50 line, thanks to a vibrant manufacturing sector

A Indiais thriving, whileRussiarose to above 50 agaiBrazilturned into contraction mode 38
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The service sector PMI judd.2p, to 51.6¢ even if some fell sharply
LNBfFYR FYR 'Y 03dz2544 ¢6KeX0 NBLRZ2NIOSR &KIF NJ

PMI services Services PMI

Deviation from 50 & change last month
70 i i 70 _1I5 1 -1I0 1 -I5 0I 1 5I 1 10
Sweden N E—
USA ISM o |
USA Markit I I
Australia © I
/China 52.0 gg:;ia e .
_:World 1.6 China CLFP ° _—
Japan 46.1 China (Markit) ° -
%EI\/IU 45 4 Developed Markets (C ]
- 40 **World** [ |
Emerging Markets [ |
**World x China** C |
. <US 583 | France [ & |
30 - 55.0: X Cn520 ] - 30 Brazil © Imm
50.0 - <Wo 51.6 | ‘ Germany ]
B Jp46.1 | Japan [ O ]
450- JEMU 454 EMU —
201 400- ' ~20 Italy — °
A J o Spain N
20 21 UK c |
10 - -10 Ireland . P. . . .
T T T T T T T T T T T
00 02 04 06 08 10 12 14 16 18 20 1 10 > 0 ° 10

’l Dev. from 50 @ Change last month ‘
SB1 Markets/Macrobond

SB1 Markets/Macrobond

A 8 countries/regions up, 13 down. 9 below the 50 line, 12 alpaerd global index 51.6, somewhat below average
AtKS O2NRBYlI f201R2¢ya (G2 FTAIKG (§KS YdziuK,irdaRd agdiSNdimhichi 2 2 |
joined the fight later in January. However, the setback was muted vs. the fist wave in March/April lashge&rthe
chart two pageswd)

A Both the Chinese PMIs fell too, but both remained above 50, and do not signal any contraction
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The global manufacturing PMI marginally down but still very strong!

The PMI down 0.2 p to 53.5, 2.4 p above &weden in the ledd

PMI Manufacturing

Global Manufacturing PMI vs production
- 10.0
60 -
- 75
55 - 1 L
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] ’ \ L
50 \ e \ [
A - : — +— 0.0
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40 -
- =75
35 --10.0

98 00 02 04 06 08 10 12 14 16 18 20

SB1 Markets/Macrobond

A The global manufacturing PMI fell marginally in Jan, and the level is still close
the best in 10 years, and 2.4 p above average

» Just above 50% of the countries reported higher PMIs in Jan vs. Dec
» A majority of the countries (80%) are reporting PMIs above the 50 line
A EM down due to China, Brazil. DM up due to EMU, UK & Japan
A The PMis fell in UK & Ireland but both remained above 50, no mutant shock
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A Sweden in the lead, the volatile Danish PMI at the bottom, Norway below mean

& median

H Deviation from 50 ® Change last month ‘
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UK & Ireland down but not due to the fight against the mutants
Manufacturing still OK. However, services badly hurt in January, buhasécredike last spring

United Kingdom PMI Ireland PMI

70 - -70 70 - -70

60 - - 60 60 - - 60

50 ——\— . —— 50 Q\—f% A%W \/\'\ — 50

Manufacturing
40 - = 40 - \\"] -40
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20 - - 20 20 - -20

10 1 -10 10 1 -10
07 08 09 10 11 12 13 14 15 16 17 18 19 2021 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Our economies are better at coping with the unavoidable increased social distancing during the virus attacks now (ev
the virus has mutated), than they were when the first wave hit
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Delivery times are soaring and prices are rising faster almost everywhere
X |y R LibtBnosklydue & specific corona challenged (1 Qa4 (G KS 0622 YAy 3

PMI Manuf. Suppliers' Delivery Times PMI Manuf. Output prices
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SB1 Markets/Macrobond

A Brexit and partly the covid9 surge may explain some of the delivery problems in the UK, perhaps even in Germany
but production is surging in many countries

A All togetherc rapid growth, longer delivery times and higher prices looks like something more faqralia@ck the next
pages!
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Activity, delivery times & output prices up in tandenTowards the hot zone?

Some capacity constraintsand likelynot R dzS @ 2
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Global PMI - delivery times vs production
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GNRdzof SK L
A Barring the Feldun 20

months, activity,
delivery times & prices
are moving in parallel

A Now all 3 indicators are

moving in the same
direction: Delivery times
are soaring, alongside
strong growth in
productiong and prices
are increasing fast too
» However, growth in
production slowed
somewhat in Jan,
WoSYyRAY3I GKS
the upper chart. Signs of
some specific supply
challenges?

A May the corona virus

create specific supply
side problems? If so, the
output index would not
have been so strong at
the same time. So this is
y20 -WhQNR

» It looks more like a
normal bqomc that
g2y Qi f Il a
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