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Last week 1: The corona story

A The no of newCovid19 casess falling sharply almost everywhere, even where mutated viruses are dominating totally, also where
vaccination levels (or immunity due to many earlier infections) are Wkvand Spaimay finally have benefited from the many )
RSIFGKax 0KSé KFE@S 3AFAYSR LINIGa 2F KSNR AYYdzyAdeo | yiirgland
Here, the no. of cases are down more than 85% the past month. The no. of hospitalisations and deaths are now comingwapidly
too, also where the mutants have been ravaging

A The economic and social codtsat have incurred in order to fight the mutated virus have been substantial, but not disastrous, like |
spring. GDP have fallen some places, but just a small fraction of the 20% setback in March/April last year. ThiS S PMIsiwill
yield new info on the impact on the economy

A Most likely themutated viruseswill soon dominate in many countries, it will happen over just a few webks not instantly! And
luckily, the mutated viruses arrive just as the vaccines are coming. Our simulations indicate that if we achieve a rezzunadle
rollout, at more than 2% per week, the gradual increase in immunity due to vaccination will be sufficient to keep thenovefaiew
cases well in check, even as the mutants becomes totally dominant during the comit@w8eeks. Social distancing may soomtsta
decrease, as it always has when the virus is on retreat. In UK and Ireland, that will probably happen in a matter of e@tiersk
have still less room for manoeuvre, they need to balance vaccinations vs. the more aggressive mutants (the R caragtibogest
for long). But even here, life might gradually start to normalise during Q2, as the rate of immunity is rapidly lifted

A There were good news on theccinefront last week. Pfizer will ramp up its production substantially, by 200 mill doses to both EU :
US. Half of these extra doses will be delivered in Q2. Astra/Zeneca will very likely also deliver far more than agremthy@isos
from Q2. In addition, Johnson & Johns@urevaand others most likely will be able to deliver substantial quantities from Q2. It is nc
unlikely that the Norwegian population above 18 will be fully vaccinated before the sumaret that during Q2, 4%% of the
population per week will get their first jab. If so, there is plenty of room for increased social contact during Q2, tiugpeirst
waiting until all are vaccinated

A As all countries, for good reasons, have chosevatxinate those who are mostly at rigkr becoming seriously ill or die from Covid
19, the pressure at the hospitals will be substantially reduced, even if the no of infections is not reduced. That sreagdd ihe
a20AS0ASa (G2t SNIXYyOS ga (KS @ANHMzZZ YI{1{Ay3a WINIRdzZhf 2LISy dzL

AcKS W2yt e Q Niatthe kaychngs Wil ddhba dbte kaskle new mutantsthat has and most likely will arriv@fizerlast
week reported that their RNAased vaccine is capable to handle current mutations (and can probably easily be complemented wi
new RNAs should new variants turn @pK A £ S | & (i Ndy nopdée ¢fec@ive ©si the South African mutant (which is found most
places now)
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Last week 2: The economy

A Chinareported strong Januargredit growth, calming fears of an excessive credit tightening. Still, credit growth has peake:
most likely because authorities priorities have tilted from stimulating the economy following the corona setback in Q1 to
exposing the economy to an ever rising credit/income level. Money markets have stabilised too

A US CPiose less than assumed in January, but the annual rate will very likely accelerate sharply the coming months, due
the base effect from the decline in prices lasts sprémall businesseare very pessimistic vs. their larger counterparts
(measured by the ISMs, PMIs, and all other surveys). Seems like they are missing Trump. Before he left office, he signe
USD 600/persons checks, and thalget deficitballooned again in Jan, federal expenditures are up more than 50% y/y. Ar
Biden wants to spend even moi@. an economy where lack of demand cannot be the main problem

A UK GDRose more than expected in December and in Q4, but 2020 wasiamshorribilis as GDP collapsed by 9.9%, almos
at the bottom of the league among rich countries (just Spain below, due to its dependence on tourism)

A The Norwegian economgnded last year at a stronger note than expected, leavinghaland GDRQ4 GDP down just
MPo: Fad vn QwmdINolgegFankmassunied irkDeckiERND4AIGOP i 2.3% above the 2020 average (cart
2OSNIAYG2 HAHMI WTF2NI FNBSQU O Ly 5S8S0X D5t NR&asS o0& Im:2
struggling (down 20940%) but not more in December, and others are doing OK (and fisheries, electricity lifted GDP shal
following a drag on the downside in Nov). Export(x tourism) and housing have recovered, and Mainland business inves
rose through H2, and oil investments flattened in Q4. Last year ML GDP fell by 3.1%, the largest yearly drop since 1944
the economic loss due to the corona crisis will probably be far less than during the Norwegian banking crisi&2]988
because the downturn then lasted much longer than we assume the corona crisis Wiledsxpect ML GDg&rowth to
surpass 4% in 2021 (even 4.5% is within reach), following the 3.1% drop last year. Services will recover sharply as sootr
Oy W2y dzLlJQ> |yR GKFG &K2dzZ R 3ANY Rdzr f £ & KIFLIWLSY G§KNRdA
have build up significant cash reserves, and are still saving far more than n&@aoral CPfell less than expected in January,
down 0.3 pp to 2.7% yly. Electricity prices soared andhiadline CP$hot up to 2.5% from 1.4% in one go!
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Still mostly good corona news, even where the mutants dominates

¢tKS YwQa | NB o0Sf 24
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A The virus cycles are dramatic, and normally very short. Most countries are reportingciesest, and no country with a high

prevalence is reporting more cases

A The no. of new cases is falling in Noni@y, and faster again last weekand the no of newlynfectedis low. The mutated

virus hasarrived, local restrictions very imposednd some alreadyelaxex

A Even France and Belgium turned south last week
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Caseshospitialisation& deaths down, even where mutated viruses dominate

A Almost all countries are reporting fewer new Covitd cases. COVID-19, New Cases

. . . . . Per 100' persons, % last
» The no. of cases is still falling sharpliJi§ where the mutated virus is 14 days (7 d pace) %last & previous week
dominant. The same goes feland, and the no. of cases have fallen sharply | 509, 9 ,500,10%9,1500 2000, Ng‘;“; Wee"s DARSRE,
in Portugal & Spairioo, where mutated viruses probably were to blame for Wi e 83 e :
the rapid increase until 3 weeks ago. This demonstrated that even mutated Portugal e gzg gg o
viruses can be controlled, even before vaccines have arrived (they have g™ —— SABIIIa9 —
probably contributed inthe UK)U KSeé KI JS I f f LJdza KSR |[Slovaka e 534 8
down below 1, with mutants onboard ance S o L
» France, Belgium and the Czech Rep borderline cases, but just the Czechs | Svede" e 2 -
have a high number of new cases (for thétBne in 5 months) Serbia - 304 10 .
. . . Brazil e 299 -6 )
A The no. ohospitalised patientsand deathsare down everywhere t00 iy = 200 5
. . . . Netherl e 274 -12
A Mutated, and more infectious viruseare taking market shares Belgium e 246 13
. . . Irelan: 242 -1
everywhere, and will be dominant most places before the spring, we |y — Caf— -
aSSume ﬁl:sma ] 209 -2
ngary ) 203 16 ()

A Howeverc asthe share of vaccinated persons increases week by Buloaria — (o T— a
week, most countries should have a reasonable chance to get the ~ |Greece — e 2 _
total no of new cases further dowmand at the same time even Germany . 14 22 o
gradually reduce social distancing (lifting some restrictions) the S . 123 A5 c
coming mothsSee moren the next pages E;lna";f;k_ - e 3 ,

A Last weelPfizerstated that their vaccines were efficient vs. all T o= -
mutated viruses so far reported. There is still doubt whether 500 0 ' 500 10001500 2000 604020 0 20 40"
| é lj NJ K 1/ZS y S C) I Q é O I y LINER lj S C) l:l I 3 | A|E 1 weekago [ Change lastweek ® Now s Max m % lastweek & % prev week
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A Mostly positivevaccine productiomews last week. Several
companies announced higher substantially production targets and
countries that they were promised more vaccingorway incl.

A We assumeroduction will be easily ramped up over the coming
months and at least quarters, as bottlenecks are cleared. However, the 6
wiarld badlvy naade thacae \vvarcinac Nnoww



Covid19: Back tahe WY&
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The no. of cases are falling rapidly most places

AtKS wwQ Aa ¢Stf 0 %thaughitdoes oty 2
normally last for too long, as behaviour adjusts

A The Ris at 0. 0.8 in UK & Ireland, even with the mutated
viruses dominating. Soon, restrictions can be relaxed to bring
the R closer to 1(when the level of contagion is low) even
before taking the impact of vaccinations into account

However, what if mutated viruses spread to all countries?

A 1f the mutated viruses are 1.5 x as infectious as the original
virus, for a given social distancirig''= 1,5 xR0 K S"is |
Mm®p E fIPNASNI GKI Yy |

A If the mutated virus took over the market, social distancing (C
in the formula) had to be reduced by 33% in order to keep the
R constant which UK and Ireland were forced to do (and then

further down to 0.7¢ 0.8 to get the no. of cases down 8@%
90% over

Luckily
1) The mutant still have a small market share most places
2) The Rs are not at 1, they are already below

82dz Ay TSOG 3pTKe yacenesAre ariving.ievanya 3% per week vaccinating rate

OYSI adz2NB R redueesihe K by 3% per week (if they work), and accelerating

The vaccines very likely able to reduce the R faster than the

X share not immune (starts at 1, down to 0 when all have been infected or mutated virus will increase the R.

have been vaccinated).
adzit ISR O2NRBYIl @ANHzASA

LINROI Ot e

¢CKS WYW2yieQ NBYIFAYAYI NAREATY I

NBljdZANBE | T1p2 AYYdzyAde NXrdaSs AF i 3

WoST2NB O2NBYI Q 0V 2 echalyludielyWiRai60% A t R RA&GH yOAY 3
AYYdzyAded NIGS 68 AdFFAOASYG G2 NBFffe& wW2LSy dzLKQ 7
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A 3%4% weekly vaccination rate is much more than even mutants can stand

A 2% rate is a borderline case, if not the initial R is somewhat below 1 (which it is today)
If Rmut = 1.5 xR the mutated virus yields an R below 1, after 3%4ithe vaccination per week in 10 weeks

Norway- "a quite realistic case"
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Model assumptions:

R =1 now (itis 0.9)

Rnut= 1.5 XR0r9

10% of the infections now are due to a mutated virus
3% vaccination ratger week, first dose

85% vaccine efficiency

Norway- "worst case”
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Model assumptions:

R =1 now

Rt= 1.5 xRo'9

10% of the infections now are due to a mutated virus
2%vaccination rateper week,first dose

85% vaccine efficiency

5% are immune now, due to previous infection, vaccines in Jan/Feb5% are immune now, due to previous infection, vaccines in Jan/Feb

New cases are normalised to 1 now (the real number igrd@ days

prmnnQu

New cases are normalised to 1 now (the real number igrd@ days
prmnnQu
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Pfizer and AstraZeneca: Moredosesare onthe way. Will we get to 3% 4%/w?
EU/Norway will receive more vaccines throughdult population vaccinated before the summ
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Norway Covid vaccine rollout

% oftotal population

A2nd dose afted - 12 weeks
PfizerModerna, Oxf/AZ is 'secured’
J&J incl from April

CureVac & Novawax

from April/May

+ extrafrom O/AZ, Moderna
and Pizerin@

Accumulate

100%, abovd8y

Permonth
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The first shot
per week
% of popul
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Sep

(adjusted for offset for the 2nd dose)
and substantially more during Q2

ggouapbr,pPpPOoOWERO

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

A Last week Pfizer announced a substantial increase in delivery
of doses to the US and EU, some 200 mill to eddbrway
will receive some 2 mill extra, of which almost the half during

Q2.

A Astra/Zeneca will increase its deliveries to Europe by 50%
(twice as much as we estimated one week ago)

A There are several vaccines underway but we have included
W2Kyazy 3 W2KyazyQaz gKAOK
Q1

A Some vaccines fro@ureVa& Novawaxare included (EU has
agreements with both of them)

A Modernamay be able to increase its production capacity
substantially

A Norwaymayreach 100% coverage of the adult population by
the end of Q2

A Norway may reach a pace of vaccination atA However, immunity in the population will be lifted
3% of the population per week in March

substantially beforethaE  NB RdzOAy 3 G(GKS Ww
(-immunity rate) for a given behaviour/social distancing. The
Impact is substantiabheck the next page

A Old/sick or persons in the risk groups are vaccinated by early
Q2 at the latest no doubtreducing the hospitalisation &
death rates substantially{like we now see in Israel) making a
higher infection level acceptable
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Vaccinations: UK, US in the lead (x Israel). Norway has moved upward on th:
The no. of doses equals just 1%.5% of the population per week in most of Europe

COVID-19 Vaccination

807 Doses Administered in % of population “lsrael 72.6
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COVID-19 Vaccination
] .
225 Doses Administered in % of population KUK 22.2
| Accumulate: USA 15.1
20.0 7/:
17.5 7 Switzerland 5.6
,}'Norway 5.3
15.0 ¥j|re|and 52
125 Finland4.9 |
10.0 r
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5.01 P kFrance 4.2
Netherl. 3.2
0.0 - — KWorld 2.2
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At this page, justhe no of doses are showmot how large part of the population that is vaccinatedheck

next page! Sources: Our World in Datiacrobond
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COVID-19 Vaccinations - past 7 days
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Israel | 72.6
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USA || 15.1
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Germany M 4.7
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Czech Rep W 4.2
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Netherl. | 3.2
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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
10
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How to reach herd immunity? Through infections or vaccinations?

Covid-19 immunity - estimated
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Covid-19 Immunity

% of population (calclated)
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UK | 43
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France I 22
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Poland I 20
Austria ININININGNG 17
Germany I 15
Ireland NG 15
Canada I 11
Denmark N 10
Norway I 6
Finland 6

m Infected m Fully vacc. ® 1 dose
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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

11
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Mobility is trending upwards almost everywherel & G KS WYwQ K
Spain has turned dowgand the no. of cases flattened

Google mobility Time spent outside home
Google mobility Tlme spent outsﬂe home 100 Fep 2020100 00
110 - - 110 .
Feb 2020 = 100 | >
100-ﬁ — -100 ea—
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il A= g oo
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50 4 / ;Portugal
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1 16 1 15 1 16 16 1
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50 50
Time spent outside home, pre/post Xmas
Feb 2020 = 100 Dec 18 - now
401 ‘ ‘ ‘ ‘ ] | | | [T 40 0 10 20 30 40 50 60 70 80 90 100110 % change
M A M J J A S O N D J F France NG 2
20 21 Finland D 0
Italy @] 6
$B1 Markets/Macrobond Sweden IS 1
N N -6
A Several countries are on par with the pXenas level, e ——————————— _1
France is even above (and the no. of cases is on the way up Germany SN © -8
too) Denmark IEEEEEEEEEESEEEEeE © -8
Belgi @ 1
A In the UK time spent outside home is down 18% (not SRR —————————— 13
a}ercenta‘?ve pom b;and mpbmty is dowp almost 40% vs. a Spain [F———— -8
St OCSO HANHNV Switzerland IS © 7
)] -
A In Ireland 2,9% Vs pre Xmas and the level still now down S S o
Y2NB UKI nE:>: dad Wy 2NXYELE Q Portugal IS ° -34
A Germany, Denmark & Norway is down §®&# vs the pre 0 10 20 30 40 50 60 70 80 90 100 110
Xmas leveland some economic costs will incur = Now ® Dec 18'20 ® April 2020 avg * Sept 2020
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Google mobility Time spent outside home A Overall mobility is increasing agajmut the no. of
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Hospitalisations on the way down almost everywhere

France is the exception

COVID-19, Hospital Occupancy Hospital occupancy
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The deaths: Now UK and Ireland are reporting a steeper decline than all othe
b2 WAYLERNIIYIQ O2dzyiNE 2y GKS gl & dzLJ | yeé Y:
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Retail sales has flattened, manufacturing production continues upwards
And global foreign trade rose almost 2% m/m in Nov, and trade volumes are above early 202(

Global Retail sales, industrial prod. & trade Global Retail sales & industrial production
5.0 1% change vs. Dec 19 - 5.0 8 Change yly \ - 10
6] 4
2.5 - i 0H\ ~ A f » . L 5
Retail sales__ 4- WV v | \P:"\'\#M{ -"v\‘_
0.0 —— Vi ) ' LB S
-2.54 // S / - -2.5 0- \
-5.0 - - 5.0 -2+ --10
75 - 75 41
6] --15
-10.0 - i --10.0 - -
‘ 8] Retail sales L 20
125 - 125 ]
-10 1 «— | o5
-15.0 - --15.0 12-
] --30
ATE B 75 141
J M M J S N J MM J S N J -167 | | | | | | | | | S gt
19 20 21 00 02 04 06 08 10 12 14 16 18 20

SB1 Markets/Macrobond/CPB SB1 Markets/Macrobond

Memo: Keep in mind the different scales at the chart above

A Retail salesvere flat inin Dec, following a small decline in Nov. Sales are 1% above ttenomea level
A Manufacturing productionprobably climbed 1%, and is 2.6% above thequ®na level, according to our estimates
A Global foreign traderose 1.9% in November, and the level is 1.6% above thel Désvelc the gap is closed!!

16
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Globalretail sales flat in NovDecdue to US, Europe & Brazil, +1 % kKeb20
Manufacturingproductionstill on the way up, 3%aboveFeb20level

Retail sales volume Manufacturing Production
20 1% change from Dec 2019 - 10 7% change from Dec 2019 ~China 7
Norway 9 Nor x oil
%related 3

~World SB1M 3

| NSouth Korea 2
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nGermany -1 UK -2
P S— \
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Restaurants open only in Australia. Full closure in Ireland, UK & Germany
US restaurants are slowly opening up!

Restaurant reservations Open table World Commercial flights
100 1 Change % from 2019, 7d'avg - 100 150 - Flights, '000 per day Joto L 150
125 - 7d.avg -125
751 WM
100 - = - 100
50 - 50 75 - o A 75
~— 2020

25 - _ 25 50 12021 - 50
25 - - 25
0 - 0 0 0
-25 - Y 20 |Change yly i 20
0 —\ 0

USA -59 ] [
-50 - z 20 - 20

,Canada -77 . -
-75 7 -~ Germany -100 -40 "\J@\_40 o/ --40
/UK -100 60 1 \” 60

-100 b ‘Ireland -100 42021 yly L
-80 - 2020 yly 80

131 61 91 121 151 181 211 241 271 301 331 36

SB1 Markets/Macrobond Flightradar24 SB1 Markets/Macrobond

A Commercial airline traffic has bottomed? Still down 40% vs a normal level, measured in no of flights. And the decline
no of passengers is far worse
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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
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GDP | GDP 2020 vs. 2019

10 1% change from Q4-19 China 6.5 Change in % Q3
New Zealand 3.7 125 75 25 25 yly

World est -1.1 Chi ! ! ! ! L '-' 21

/South Korea -1.3 ina :
N(c))Lera o'\r/leLa_ 13 South Korea [ | -0.9
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USA -2.5 USA [ -3.5
roweden-2.6 World, SB1M est I 3.6
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Germany -3.9 Germany I 5.3
SAustralia -4.2 Canada I -5.3
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\\France -5.0 EMU [ 6.8

.—
EMU -5.1 Portugal I 76
Italy -6.6 France | -8.3
UK -7.8 Mexico [ ] -8.7
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- - Philippines ] 9.3
Q4 Q1 Q2 Q3 Q4 UK | -9.9
Spai I -11.0
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SB1 Markets/Macrobond -125 -75 -25 25

A We estimate that GDP grew by at least a 6% pace in Q4, if so leaving global GDP down
1.1% yly. Last year GDP fell 3.6% (still an uncertain figure!)

A China & US have reported decent Q4 growth, alongside some Asian countries, UK &
Norway! But most other countries reported growth too (but not France& lItaly)

A China grew by 2.1%, all others down
A Sweden down 3%, Norway (Mainland) 3.1% (we expe@edb) and US3.5%

Aga! O2y iGN} OGSR FftY2ald 723 'Y o0& wmmE: 6FyR

SB1 Markets/Macrobond

{LIAY 068 MM:0O
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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 |
4.0 ~ Core inflation yly, in % Febizo - 4.0 5.0 1 Feb 20 -5.0
3.51 ! - 35 457 EM mean, SB1M 4.5
3.0- : - 3.0 4.0 -4.0
25- ‘ - 25 3.5- 35
AN \'\//\4\
2.0- : L | | aa
) ‘-’\/‘vv_ JUSA 1.4 3.0
| AUSATA |
"SIV WY CEWUTE T s by
104 A <UK 1.4
' : 2.0- -2.0
0.5- ! - 05
M/\ 187 =i
' 1.0 -
-0.5+ ! <Jap -0.5
. 0.5 Rich countries - 0.5
_10 L T T T T T T T T T T T \l T T T __1.0 (OECD)
J M S J M S J M S J M S J M S J 0-0 i i i i i i i i i \I i 0-0
16 17 18 19 20 21 10 11 12 13 14 15 16 17 18 19 20 21
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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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Credit growth accelerated in January
Trendmay be down, but gpwth in shadow banking rebounded

China Credit growth China Credit growth
3.0 1 Total social financing . - 3.0 25 - - 25
m/m RMB, trl, sa Cha /m, annual rate|%, s.a
Ex central gov. l actual oothed
2.5 | ' - 25
20 A
! | H \If
2.0+ R | ‘l - 2.0
[ \ LY \ lis 1NV :
15 ( h “ | ‘ | ) - 15 15 V
- AT & AT | -
Vil / '
1.0 - fIHIL | - 1.0
10 A
0.5~ - 0.5
5_
0.0 “ 1 T 0.0 Total social financing
Shadow banking
-0.5 A --0.5 0 0
14 15 16 17 18 19 20 21 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A In Jan credit grew at a 12% rate (m/m, annualised). Smoothed, the underlying rate may be some 10%, down from 13% durifng(dreds>15% during some
months). A 10% growth rate is most likely above trend growth in nominal GDP

» Total credit rose by RMB 2td (not seasonally adjustedhtal social financingx central government bonds but including local governments, and ex. corporate equities
Our seasonal adj. is pretty good but always more uncertain in Jan/Feb due the Lunar New Year holiday. Actual credit@ténsbynéwhat above exp. at 4t8

» Bank loans rose by 1t8, and growth is slowly slowing. Actual lending rose bytr8,&xpected 3.5rl. Shadow banking credit rose by @8 more than 1/3 of the total

A Total credit is still up 12.3% yly, substantially above normal income groWtit this is just due to the rapid credit expamsiin H1, 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 alreadgrisuginhigh Still, they do not
want to strangle the economy, which the strong January data signals! 21
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Inflation currently not a problem: Core CPI ticked in at 1.4%, below consensu

~

XgKAES KSIFIRfEAYS LINAOSa&a NRaS nom: (02 Mom:

USA Consumer Price Index USA Core CPI
6 Change % yly -6 4 7 Change y/y, 3m/3m, ann rate -4
5 s 2 ”"‘\\,./v/\'w
41 -4 0- - 0
3+ -3 24 --2
2 - 2 0'6: Change m/m I 0.6
@ 0.4- - 0.4
1 - - _ L
0.2 - 0.2
0 - 0 1 8
0.0 -
- --1 0.2- --0.2
-2 -2 -0.4 - --0.4
94 96 98 00 02 04 06 08 10 12 14 16 18 20 00 02 04 06 08 10 12 14 16 18 20
- 0.6
A The annual core rate came down to 1.4% (axhat 1.6%), and is well below the 2.4%pre | Cree ™™ -
O2N2yYyl tS@Sts FyR 0St2¢ CSRQa w: Gl NBSG "I KS
which over time has reported an inflation rate &;.3 pp below the CPI inflation rate) - 0.2
A Headline CPI rose to 1.4% yly; up from 1.3% in Dec, due to higher gasoline prices. In May
headline CPIl was up 0.2% yly o2
A Venhicles, lodging and airline ticket prices saw the biggest decline from previous month L
A Going forward, base effects (prices fell sharply last spring) will bring the annual rate sharp! 04
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USA NFIB small business survey USA Small bus. Investments vs. hiring plans
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SB1 Markets/Macrobond SB1 Markets/Macrobond
A TheNFIB optimism indefell to 95.0in Januaryfrom 95.9(expectedupto 96.80 & LG Q&a &l ¥S (2 [ aadzyS (KIFG GKS

a S-in6hth Wt A5 6Stev Befoly dvg) (1 2

4

a

t

has influenced the opinion of smdilisiness owners. In addition, Biden was probably not their favourite candidate for presdd&dtcomponents declined,

just 2/10 improved

A The expectation indexthe outlook for the next 6 months, fdthr the 4" month ¢ currently 1.65t.devbelow average

» Sectors: Services and professions are the most downbeat, while construction and manufacturing in the lead
A Businesses also cut back thedles expectationgurther in January, to the lowest level since 2011 (barring the Maiday period last year)
A Investment plangemainedunchfrom Dec, at well below an average level
A Business also did not change thiiring plansfrom Dec, which remains at a far above average
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Supply and guality of labour yet again reported as the major problems!
Interestingly, fewer than normal see poor sales as a problem. What a recession!

USA Small businesses Single most problem USA Small businesses, what's the problem?
4 7'st.dev, avg=0 -4 4 -LLabour shortages: Share unable to fill vacancies & -4
3m smoothed quality and cost of labour the single most problem
Poor sales as the single most problem
-3 3 -St.dev; avg=0, smoothed : -3
[ ] 4 .
“Not able to fill 2 fm
<Quality of Labour shortages/
1 1 ] _ cost
Cost of Labour | o 1
A &l ]
/Poor Sales A AR
] 0 - : h— N
| <Poor Sales
T
"\ Taxes 4R L
| J
) -2+ -2

86 88 90 92 94 96 98 00 02 04 06 08 1012 14 16 18 20

SB1 Markets/Macrobond SB1 Markets/Macrobond

A More businesses have been statingak salesas the major problem during the pandemic, but the level has been
surprisingly low, and in January the level decreased abdlasv average

A The share of businesses that have been noting problemstigithlabour marketshas fallen somewhat during the
pandemic, but the share rose in Jan aethains at a remarkably high level

» Both theability to fill vacancies andquality of labourare still reported as huge problemsg¢2devaboveavg. Concern about theost
of labour also increased and thus remains at a higher level than normal

» Unusually few companies are complaining abfinénce/interest ratesand abouttaxes(although tax concerns increased post Biden
win, so far without any taxes being increased, as far as we know)
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UK economy shrinks 9.9% in 202biggest decline since the 1700s
...But GDP grew by 1.2% in December, beating estimates by 0.2 pp. Q4 growth at 1% (exp. O.

UK GDP UK GDP - sectors
1 = - 110 F
100.0 --F20=100 -100.0 ‘
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90.0 1 - 90.0 B Construction 97
85.0 - 85.0 ~ Finance/info/prof. serv 95
80.0 - 80.0 - GDP 94
y , Transport 90
75.0 75.0 ﬁ Mining & Quarrying 87
7 m/m B 0- L\ Busines services 84
ly 5
5 5 NArts, Entert, recreat. 71
1= 2] 40- :
-5 1 30 - 30
15 15 201 20
1 - 10 4 - 10
-25 4 ‘ ‘ S ‘ ‘ R R --25 0 ‘ ‘ ‘ ‘ ‘ 0
J M M J S N J MM J S N J Jan Mar May Jul Sep Nov Jan
18 19 20 21 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The service sector was up 1.7%e biggest contributors here were hotels and restaurants which were up 25%

A The construction sector fell by 2.9%, while manufacturing was up 0.2%

A Other sectors were mostly up, like trade (+2.2%), Transport (+3.1%), health (+2.4%), and arts/entertainment (+6.8%)
A GDP in December is down 6.2% below the Feb level. (Norway is down 1.1%)
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A special year that ended pretty well:
GDP grew more than expected in both Dec &

Norway Economic downturns

108 - GDP; pre-crisis level =100 -108
_| Banking & financial crises'forwarded to 2020I L
104 : -104
100 ‘M \/\//\/ 100
96 - v Banking crisis 88-93 96
1
92 - Corona E _ 92
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0 - - / 0
-2 _\ - 2
-4: Corona, L 4
-6 1'so far 3.6% - -6
-8 : Loss recovery phase : -8
-10 - Banking crisis, peak 9% --10
19 20 21 22 23 24 25 26
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A 2020: Mainland GDP down 2.5%. Or 3.1%?

» Beforeworkingdays adjustmentMainland GDP fell 2.5% (total GDP
0.8%, as oil production rose sharply), which is often referred to as the
W2FFAOALIEQ FAIANBD® wnun &8ASERSR
usually refer to WDA and seasonally adjusted data, in Norway and
elsewhere. Andth&? NB I £ O RS Of A ytBe lakggst sBtback &
since 1944 (total GDR.3%)

SpareBank

o (K
Mainland GDP now 4 1¥%2% down vs P(
Q4, and declined less than expected #82020,

A The 10% downturn last spring was extremas has the
recovery been so far . This is, of course, not a normal
economic recession but a virus induced setback, defying all
normal crisis cycle characteristics

A Following a strong recovery, starting in mid April, GDP is
now just 1% 1.5% below the preorona level, following a
1.0% growth in December (m/m) and 1.9% in Q4 (g/q)

A In 2020, Mainland GDP fell by 3.1%, the largest setback on
record (2.5% not working days adjusted, we prefer the
former)

A The loss of economic outpufinancially covered by the
government (and future tax payers) so far, is substartial
and we do not yet know the final outcome

Calculated by the loss of activity vs. from the peak in Q4 19 until
activity is back to the same level, we assume in late Q1 or in Q2

next year the lost output will equal somewhat less than 4% of-pre
O2NRYIl lyydzf D5td ¢KIFEGQa Of 248
financial crisis, equalling 3.9% of GDP. During the housing bubble
burst/banking crisis starting in 1988, the loss equalled no less than
9% of GDP

However vs. likely growth expectations before the financial crisis
compared to the similar before the corona crisis, the corona crisis
will most likely turn out to be far smaller (and miles smaller than

g ban ri Qhart at the next pade N
al%%/'\gﬂl @Z?\]j‘ %S%]ﬁ TN & KEK péﬂ)g N'C?Tﬁ“" BY 22
o) sg)onq surely also supported by record low interest rates

0 M2

»

»

I a
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Expectations could not have been that bright, before corona hit, no boom the
Our expectations were mutegdand growth had not been strong over the previous years

Norway Mainland GDP Norway GDP
200 - -200 1280 4/ 1ume. 1900 = 100 - 1280
640 - Mainland from 1978 - 640
- 320 - - 320
/ 160 - - 160
80 - - 80
40 - - 40
20 - - 20
100 - - 100 10- - 10
Pre banking crisis 5- L 5
growth path
15 - - 15
5- ' 1 - 5
Pty A \Aded]
-5 L -5
The Spanish flu Output qa r
50 - - 50 15 - pit 9ap --15
80 8 90 95 00 05 10 15 20 1860 1880 1900 1920 1940 1960 1980 2000 2020

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The contrast to the banking & financial crises are obvious, the disappointment vs. especiatgrioegpectations is
not that large this time

A For the record: A 3% drop in GDP is not normal. Last time was probably in 1944, and before that in 1940, 1931 and
during post WWI shipping/banking boom that collapsed in 1921, and before that again a downturn as the Spanish Flu
hit in 1918
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The outlook: Towards 4 42 % 2021 growth?
Q4 GDP is 2.3% above the 2020 avg, and 1.2% ahéa#l of D«e forecast

Norway Mainland GDP

SB1M B

NOK bn, annual rate
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A We expect theoutput gapto be closed earlier thaNorges
Bank expects (Q22)

A Thus, we expect thatiorgesBank will start hiking itsignal
rate in H2¢ the vaccine rollout/virus containment will decide
when

... and barring a bad virus/vaccine scenario, we expect economic activi
to increase sharply through 2021, after a Q1 break

Households

A Goods consumptionvill slow down but remain higher than the pre
corona trend normal until we can spend more both on domestic
servicesandabroad.

A We are very confident that demand for services (x foreignensl)
recover briskhyas soon as the virus is brought under reasonable contr
in Norway Our base case is that this will hapgerough Q2 and into
Q3 The large accumulated savings through last year, and still an
extraordinary high savings rate make us even more certain

A C2 NB A 3y S Nia Rorvay (SoyirRefjualihg 1.4% of GDP) will no
recover before the coronavirus is beaten dovabyoad and in Norway
No quick fix. However, Norwegians spend 2.5 x more abroad, and th
spending will not recovefully before foreigners are coming here. In
GKS YSIYGAYSZI Y2NB Wb2NBSIAAIYyQ

A Housing investment$iave bottomed, and the 2. hand market is tight,
and new home sales are on the way up. Housing starts too. At least
until interest rates are turning upwards

Businesses

A Mainland business investmentsave stabilised and surveys have
strengthened. We are revising our forecast upwards.

A Oil investmentsfell sharply last year but favourable change in the tax
regime as well as an oil price at USD 60, may stabilise investments i
2020

Exports

A Mainland goods exportshiave recovered will be kept up, as long as
demand for goods abroad remains strong. And most likely, it will ¢
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Production: Private services recovered the November losses in December
{OGAfTf R2g6Yy 0€2 % doaRA @K YCENB WUmipy2ad 0KS KIFfE 7

Norway Mainland GDP - sectors Norway Mainland GDP - sectors
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<Other goods 3.3 | 0 —
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A In NovDecservice sector production was unchangedhid tighter corona restrictions compared to the 13% drop last
March/April. Still, the upside is limited before the virus it brought under control

A Manufacturing productionis still recovering, and is now 1% below the Feb level. However the downturn is solely due to steep
decline in oil related industries a 2 Af Ay @dSauyYSyiua |NB R246y dq: ©€da CSO0 ol yR
industries, production is up

A Other goods productioris volatile mostly due to (oceafisheries and electricity productionboth down in Nov and sharply up

in Dec, explaining large parts of the changes in total GBE2 (nore the two next pages
29
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Household consumption fell marginalbil investments somewhat more

Norway GDP Demand
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Norway GDP Demand
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Ab2NBSIAIyaQ O2y afebvmadiingl® gue tb ibwebcdrisdniptidn of goagiwhich remains strong-oreigners spena tad less in
Dec, and their lack of demand deducts 1.4% from GDP (not adjusted for import content of goods they (used to) buy here)

A Mainland businessnvestments reversed the loss in the two previous months, and are down just 3% vs. the Fetaietting 0.3% from GDP

A Oil investmentsare still on a slippery slope, down 9% (0.5% of GDP) ws &®bdown 14% vs. Q4 2019

A Government demands up 4% vs. Feb and has contributed to a 1.2% increase in GDP (alas, others are close to flat)
A Mainland exports (x tourismyose andare back to the Feb levéllet exports are highethan in Feb, agnports are still below the Feb level

A Monthly data are volatile, and consumption is trending up, as are exports x tourism. In sum, investments are trending up
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NAVweekly unemploymentcloseto flat
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.. Adjustedfor the normalseasonapattern. Confirmingno big hit due tothe tightenedrestrictions

Norway NAV Unemployment
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Norway Unemployment rate, registered
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Inflation surprised on the upside in January
Core inflation fell but less than expected, and total inflation was far higher than we expected

Norway CPI core A CPIATE (ex. energy and taxésfiation fell 0.3 pp to 2.7% in
January; a print far above consensus (2.4%) and our forecast (2.3

b2a2NBSa .yl SELSOGISR Hdp: 05S5¢
» Prices rose 0.4% m/rs.@
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o » Airfare ticket prices were higher than we expected, as were food and

clothing prices

£
JPivs

» Inflation is below 2% for housing, clothing, alcohol , and airline tickalis
others are still above

T T
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o O,

» Imported goods price inflation fell in Jan, and will recede further as NOK
effect fades

o
()]
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06 A Total inflation accelerated 0.9 pp to 2.5%, far more than we

expected as electricity prices rose more than we assumed. They a

0.3 1
;,V.NV\A/M'\'\'\W Nf""'\:u"w\ 0.18 now up 19% yly, up frondown 21% last month
0.0 0.0

AT/ r T TrTrT

] A The price outlook
-0.3 - Seas. adj by SB1M --0.3 W t inflation to slow th i t the NOK
3 ” 5 16 17 18 19 20 1 » € expect Iintlation 1o slow the coming quarters as the

Norway Headline & core inflation ets/Macrobond effect faqles and wage inflation remains _muted. Dem_and for

-5 goods will have to decline from a very high level, while the
WoSIHGSY R2gy aSNBAOSaAaQ gAft
even if demand should pick up steam during Q2/Q3

Total CPI

» Anyway, CPI inflation will not have any material impact on Norge
I . Fyla YR Y2ySGlFNE LRtAOe (K.
- Covid19 impact on the real economy. When the war on corona |
"2 won, we think the housing market will become more important
I3 for Norges Bank than actual inflation
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Surprises are still on the upside, now even in Norway (and everywhere)

Citi surprise index
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A All major countries/regionsare reporting data above expectations, for the first time ever t\utétfi"a _ I ®
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been adjusted Asia Pacific L
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Surpriseh Y RA 0S4 YSI adNB (KS RAFTFSNBYOS 050688y $02y2YAA04Q osciwuuruazya ryr unRs rouuat suamorY$ 330



The Calendar
The calendar is packed this week: PMIs, EMU & US ind.Tnedil investmentsurveyin Norway

Time [Count] Indicator

[Period| Forecast| Prior

Monday Feb 15

08:0JNO [Trade Balance Jan 12.11
11:.0dEC |Industrial Production SA MoM |Dec -0.69 2.5%
Tuesday Feb 16

08:0JNO [Housing starts

11:.0GE |ZEW Survey Expectations Feb 61.8
11:0JEC |Employment QoQ 4Q P 1.0%
11:00EC |GDP SA QoQ, rev. 4Q -0.79 -0.79
14:3qUS  |Empire Manufacturing Feb 6.7 3.5
Wednesday Feb 17

08:00NO |Qil sector investment plans '21 [Q1 -3.0% -9.09
08:00NO |Manuf., power supply inv. Plan$Q1

14:3JUS  |PPI Ex Food and Energy MoM |Jan 0.2% 0.1%
14:3qUS  |Retail Sales Advance MoM Jan 1.0% -0.79
14:3qUS  |Retail Sales Control Group Jan 1.0% -1.99
15:19US  |Industrial Production MoM Jan 0.4% 1.6%
15:19US |Manufacturing (SIC) ProductionJan 0.7% 0.9%
16:0JUS  |Business Inventories Dec 0.5% 0.5%
16:0qUS |NAHB Housing Market Index |Feb 83.p 83.
20:0JUS |FOMC Meeting Minutes Jan 27

Thursday Feb 18

09:3dSW |CPIF Excl. Energy MoM Jan -0.909 0.609
14:3qUS  |Building Permits Jan 1668K 1709K
14:3qQUS  |Housing Starts Jan 1659K 1669K
14:3qUS [Initial Jobless Claims Feb-1 765 793
14:3JUS  [Philadelphia Fed Business Feb 20) 26.9
16:0JEC |Consumer Confidence Feb A -15 -15.9
18:00NO |Governor Olsen, Annual Addregs

Friday Feb 19

00:3JJN _ [Natl CPI YoY Jan -0.79 -1.29
06:00SW |Houseprices, Valueguard

08:0JUK |Retail Sales Ex Auto Fuel MoM[Jan -2.19 0.4%
09:19FR  |PMI Manufacturing Feb P 51.p 51.
09:19FR  [PMI Services Feb P 47.p 47.
09:3dGE |PMI Manufacturing Feb P 56.p 57.
09:3JGE  [PMI Services Feb P 46.p 46.
10:0dEC |PMI Manufacturing Feb P 54.8 54.
10:00EC  |PMI Services Feb P 45.7 45.
10:0JEC |PMI Composite Feb P 48.p 47.
10:3qUK  [PMI Manufacturing Feb P 53.1L 54.
10:3qUK  [PMI Services Feb P 42.p 39.
15:45US  |PMI Manufacturing Feb P 58.6 59.
15:45US  |PMI Services Feb P 58]0 58.
16:0qUS |Existing Home Sales Jan 6.62m  6.76m

SpareBank o

MARKETS

A Preliminary January PMIs

» European Servicesave been struggling amid lockdowns and travel restrictions for the latter
part of 2020 onwards. A marginal improvement in the PMI (to a slower pace of decline) as
mobility has increased somewhat in most countriegropean Manufacturing PMlsave come
in at solid levels during the pandemitheUS service sectdras fared much better than its
European counterpart recent months, and the latest PMIs have signalled strong growth. No
slowdown is expected in Feb either, as the spread of the virus has slowed sharply since ear
Feb. Services in the UK will probably still report weak PMIs but we doubt activity fell in Feb
no. of new Covid 9 cases has fallen sharply

A USA

» Retail Salefas fallen in the past two months. Uncertainty around toeidrelief checks and
an increase in virus cases probably to blame. In Jancawidcases fell sharply, and more
important the USD 600 stimulus checks were dispersed and consumption rose instantly am
low income families (so demand can be stimulated)

» The Housing Markehas shown an incredible strength through the pandegfielled by low
interest rates and falling inventories. Interest rate expectations have come up lately, so pert
sales will flatten/fall? Start/permits are expected marginally down too

» Manu;]acturing production is expected sharply gand the first Feb surveys to signal further
growt

A EMU

» Manufacturing Productiorprobably fell more than expected due to a partial reversal of the
50% hike in Nov

A UK
» Possible downturn iRRetail Saless tighter restrictions were imposed in early January.
A Norway

»  What will the Oil Companies say®e expect them to revise their 202dvestment forecast
further up, following the leap in the Nov survey. The first 282Q Gsludréiiable as just
spending on projects that have sent their plans to the government (PUD) is included. The oi
companies are strongly incentivised to apply before end of next year, and spending will incu
before that but not counted in this survey. The investment survey foMaaufacturing
sector, as well aBower Supplyill be published. They have been weak lately, we expect
somewhat of arimprovement

» We do notexpecNorges. | y {1 Qa 3 2 d®shialaNy chahg&s3n/the monetary policy
outlook in his annual addregsbut he may sound some optimism on the behalf on the outlook
Norwegian economy out of the corona crisis?

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold 34
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Credit growth accelerated in January
Trendmay be down, but gpwth in shadow banking rebounded

China Credit growth China Credit growth
3.0 1 Total social financing . - 3.0 25 - - 25
m/m RMB, trl, sa Cha /m, annual rate|%, s.a
Ex central gov. l actual oothed
2.5 | ' - 25
20 A
! | H \If
2.0+ R | ‘l - 2.0
[ \ LY \ lis 1NV :
15 ( h “ | ‘ | ) - 15 15 V
- AT & AT | -
Vil / '
1.0 - fIHIL | - 1.0
10 A
0.5~ - 0.5
5_
0.0 “ 1 T 0.0 Total social financing
Shadow banking
-0.5 A --0.5 0 0
14 15 16 17 18 19 20 21 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A In Jan credit grew at a 12% rate (m/m, annualised). Smoothed, the underlying rate may be some 10%, down from 13% durifng(dreds>15% during some
months). A 10% growth rate is most likely above trend growth in nominal GDP

» Total credit rose by RMB 2td (not seasonally adjustedhtal social financingx central government bonds but including local governments, and ex. corporate equities
Our seasonal adj. is pretty good but always more uncertain in Jan/Feb due the Lunar New Year holiday. Actual credit@ténsbynéwhat above exp. at 4t8

» Bank loans rose by 1t8, and growth is slowly slowing. Actual lending rose bytr8,&xpected 3.5rl. Shadow banking credit rose by @8 more than 1/3 of the total

A Total credit is still up 12.3% yly, substantially above normal income groWtit this is just due to the rapid credit expamsiin H1, 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 alreadgrisuginhigh Still, they do not
want to strangle the economy, which the strong January data signals! 36
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Credit growth curve shows signs of flattening
X o0dzi INRPGGK A& adoagAatt yz2a 26

China Credit Growth China Credit, GDP
307 Change yly trl. RMB Local 529 trillion 407 Change yy % - 40
gov_ bonds W39 tr||||on 35_ _35
25 1 shadow banking [<4.5 trillion
x local gov 30 - -30
20 - Total social financing 20 trillion
25 -25
15 - 15 201 Totml social financing 50
/./u Bank loans
10 - Bank loans R 157 12,9
10 - ~12.3
5_ -
0 0 Nominal GDR
0 0
54 - -5 54 - -5
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Over the past year, total credit has expanded by CNM29 SljdzZt t t Ay3 uwup: 2F D5t 06S@Sy
A Banks supplied CNY &#0Dof the y/y increase

A Local governments have not yet accelerated their borrowing by much, at least not in the bond market, still up 3.9 bny
A Other creditc via the shadow credit market x local gov bonds is still up

A Total credit growth at 12%-+ is well above trend nominal GDP
37
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The credit impulse has peakegbut far from in tightening mode
A moderate pressure at the brake pedal is reasonable, given strong growth and a high dept/G

China Credit growth China Credit/GDP

30 - E illi 250 YT
-Total credit growth; yly; RMB- trl <28 trillion In %, smoothed
20 1 [ 20 225 - rotal social financi - 225
104 " 10 otal social financing
1 F 200 - - 200
0 . - - 0
4 | Credit growth/growthn nominal GDP \ C 175 - 175
] P £2.79
1 Nr—— -1 150 4 - 150
21 -2 125 - 125
40 - 40 100 1 - 100
20 1 - 20 75+ - 75
0 Y — - v 50 4 - 50
-20 --20 254 - 25
02 04 06 08 10 12 14 16 18 20 94 96 98 00 02 04 06 08 10 12 14 16 18 20

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Apositive credit impulse implies that the credit growth/GDP ratio is increasing (thdegivative of credit vs the GDP level)
» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in thedShimay
A The credit impulse has been in the positive territory since late 2019, but may be peatiedjt growth is slowing

» CKFEGIQa y20 adzZNLINRAAY3I AAQGSYy aArdylfa FNPBY1ZKGEDP brauihfoacéliRroublas taking GDPRp Y 2
to above the pre corona GDP trend path! A mild credit slowdown is just what is needed!

38



K]
SpareBank €

MARKETS

LYGSNBad NIYadSa Ylé 0S 2y (GKS gl @& dz
K

Xodzi GKS &aLIA]1S AY OSNE cand BoNFatesih8vddrmalskdl S & | ¢

China, Interbank Rates, SHIBOR, Fixing A Sure, interest rates have recovered sharply following

50 50 the sharp reduction in early 2020, as a response to the
corona crisis
491 P45 A Authorities have tighten credit policy, and credit growth
40- 40 has calmed down
\ 3 Month A still, the 100 bp rise in 1w money market rates (and
3.5+ -3.5 :
) even more for O/N rates) was not a monetary policy

3.0- \N‘/ A |30 signalg and rates have normalised thereafter
ol Ty s
2.0+ -2.0
1.5 i Wbk -1.5
104 S e e K

JMMJSNJIJMMJI SNIMMI SNIM

18 19 20 21
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The headline CPI y/y down 0.5 pp-@03%. The core fell 0.3% m/m, and is up just 0.1% y/y

China CPI China Core CPI
7 -7 10 {Change yly;-3m/3m-ann. 10
Ghange yly, % -1 Both seasonal, Chinese NY adj. L
6 - - 6 8 - 8
5- -5 6- - 6
4+ - 4 44 -4
3- -3 27 -2
2 ,f‘nn‘ 2 0 :— 2 _:.m
i A / YA i J A
\/'A-/-\r/ “V’N \\_\\
1- “\_ -1 21 - -2
CPI Core (ex food,energy) L 02 0.3 1 Change m/m " 03
O 1 — . g i 4 H L .
V] 0.3 00° l‘l. I ‘H“ .mlluimn’ il ot | - 00
TN R EE 03
-2 - -2 -0.6 1 --0.6
08 09 10 11 12 13 14 15 16 17 18 19 20 21 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A Total annual CRgrowth has fell from above 5% in early 2026QB% in Jan, expecte@.1%. The steep decline in headline CPI is due to a
partialreversal of the ultra high pork prices last year. In January, they did contribute on the downside. The timing of theN&airéss
contributed to 0.4 pp to th@nnualgrowth rate, the adjusted rate was +0.1% yl/y

A Food pricesose by 3.0% m/m as pork prices rose 4%. Food prices are up 1.6% y/y. However, the latter is trending down following the 13(
LINA OS AYONBFasS RdzS (2 GKS WLIAIA YIaal ONBQ 6agAyS Tt tstadialy ofeRtimeIND

A The core, ex food & energy price indésdl by 0.3% m/m, and are just up 0.1% y/y (New year @p% before adjustment)

A Low inflation support real income growttMonetary policywill not respond at low inflation per se, the real economy is more important 40
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Pork prices down 4%, still far above a normal level
Pork priceswill most like decline substantialligking both overall food prices, and the total CPI dc

China CPI Food vs Pork Prices China CPI
150 - Change yly, % Pork 150 2257 5017 =100 China[CPI pork -225
125 - -125 200 4 - 200
100 - - 100 /
175 - - 175
75 - - 75
50 L 5o 150 - - 150
25 - - 25 125 - -125
3 China CPI
0 1 ,
= \/«7"_\' 59 100 TS -
\'\/ VV 39 100 N— China CPI 100
-254 L .25 x food, energy
75 v e e e - 75
WSO e o <50 JJAJOJAJOJAJOJAJOU
04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond
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Producer prices have bottomed, profits on the way up again too
PPI up 0.6% m/m in Jan, up 0.3%gyas down almost 4% last May. Profits are recovering

China PPI China Industrial profits
102.5'1ndex, sa -102.5 13+ ~13
7 r In % of GDP

97.5 - - 975 12 F12
92.5 - - 925 11 L 11
87.51 - 875 10- |10
825_ [ 82.5 g_ [ 9
7.5:Change Yy in % i 75 8 . 8
2.5- /\/’\ /\I\I\A :0 5 74 Private owne -7
-2.5 - \/ W M\A L2 61 -6
7.5 75 57 T
] O'Change m;in'% r 4+ -4
] Z@ 3- -3
0.0 - 00 5 -2
1.0 --1.0 N L
2.0 2.0 0. 0

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A ThePPIpeaked in late 2018 but prices just fell some 4%, some of it during the spring. During previous setbacks, PPI
fallen up to 13% (and never less than 8%). Prices are not much up yl/y, but the change will be felt all over the world

A Profits in privately owned industrial enterprisefell by 50% in February. Profits rose to a normal level in Aprilivibye
label the profit level in 2019 and early 2020 as normal 5% of GDP and now it has climbed to 8%!

A In state owned enterprises profithave fallen from 2% in 2018 to just above 1% mdwit the profit rate has slowly
increased since last summer
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Inflation currently not a problem: Core CPI ticked in at 1.4%, below consensu

~

XgKAES KSIFIRfEAYS LINAOSa&a NRaS nom: (02 Mom:

USA Consumer Price Index USA Core CPI
6 Change % yly -6 4 7 Change y/y, 3m/3m, ann rate -4
5 s 2 ”"‘\\,./v/\'w
41 -4 0- - 0
3+ -3 24 --2
2 - 2 0'6: Change m/m I 0.6
@ 0.4- - 0.4
1 - - _ L
0.2 - 0.2
0 - 0 1 8
0.0 -
- --1 0.2- --0.2
-2 -2 -0.4 - --0.4
94 96 98 00 02 04 06 08 10 12 14 16 18 20 00 02 04 06 08 10 12 14 16 18 20
- 0.6
A The annual core rate came down to 1.4% (axhat 1.6%), and is well below the 2.4%pre | Cree ™™ -
O2N2yYyl tS@Sts FyR 0St2¢ CSRQa w: Gl NBSG "I KS
which over time has reported an inflation rate &;.3 pp below the CPI inflation rate) - 0.2
A Headline CPI rose to 1.4% yly; up from 1.3% in Dec, due to higher gasoline prices. In May
headline CPIl was up 0.2% yly o2
A Venhicles, lodging and airline ticket prices saw the biggest decline from previous month L
A Going forward, base effects (prices fell sharply last spring) will bring the annual rate sharp! 04

JAJOUJAUJOJ
up 19 20 21 43
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Clothing prices up 2.2% in January, but car prices are falling!
The prices of airfares, lodging, furnishing and recreation also on the downside in Jan

USA CPI Contributions
- 0.6

"| Contributions to m/m growth USA CPI
- 0.5 Change % m/m, s.a Now
.04 -20 15 1.0 -05 0.0 0.5 10 15 20 25
. 1 1 1 1 1 1 1 1 1 1

Core, x food/energy |1 ® 0.0
- 03 Food & Bev » 0.1

; o | .
4Housmg ?anai‘;iling I e g §

| )

Food&B '
%‘Aggg‘f‘el = Vehicles — ° 1.0

- i | -1.
~Transport, Public Egglslfnzamp P @ (1) (7)
<Education&Comm. Lodging — 1.9
FVehicles Medical Care - 0.4
[~Furnishing Edu & Com | ® 0.0
: Recreation L[] -0.6
~Lodging | Other Services K -0.3

T T T T T T T T T T
04 -20 15 1.0 -05 0.0 05 1.0 15 20 25

W Last month @ Avg past6 m
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20 21
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Clothing, hotels and transport (airline tickets) stiery cheap
Public transport down13.9% vly, (airline tickets) and hotelm ®di’= H ! G 2y S ail

USA CPI

10 g, change from Jan 2020 I

ZFurnishings & Oper |

\Other Services
\\Core total
\Personal Care
"IRecreation

\I

\Apparel

’\JTransport, Public \

--20

JFMAMJ J ASONDJ
20 21
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Awdzald &a2YS FS¢ O2YLRySyida 2F (GKS /tL O2yidNAOdziSR (2, 6KS 4
apparel, and partly recreation (cinemas, parks etc). Most other components of the CPI have not slowed

» In 2¢ 3 months these prises will be flat or up y/y. In 2 more months, these prices will most likely be up yly, as the agustopens. The impact
on the CPI from the negative to zero will be ¥4 pp on the headline CPI, and an additional ¥ pp in if these prices nompredisesiemic levels

A Food (at home) prices are up 3.7% yly, corona has no doubt boosted demand among households, due to less eating out (as i
Norway). However, global food commodity prices are rising as well

A Medical care costs are up 1.9%
45









































































































































































































