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Last week 1: The corona story & some economic news

A The no. of new Covid 9 casess still fallingsharply almost everywhere, even where mutated viruses are dominating totally
also where the vaccination levels (or immunity due to many earlier infections) are low. Hospitalisations & deaths are fall
N} LIAWRfe& (22 ¢KS 'Y YR GKS '{ adAatft KI@S KA Igandwbbility 2
can and will soon increase

A However, ilNorwaythe number of new cases increased last week. However, testing rose too, and the positivity @sntell
the R may still be at or below 1. However, it may be >1 too, as the mutated virus is spreading rapidly. Vaccines \vi# not ¢
In substantial quantities the next few weeks, and the margins may be narrow (check some illustrative charts at page 10’
before running into the need for another round of new restrictions (which were slightly eased last week)

A There were good news on theccinefront last week tooBioNTeck t F Aviac8inelisaxtremely effective in Israel, close to
100% vs. hospitalisations & deaths, and it prevents transmission to others. Temperature requirements are less rigorous
making distribution easier. A substantial immunity is reached after the first dose, and more countries will probably Yollba
example, and wait some months before giving tf& 2n order to give the first shot to mangnore. BioNTechwill be able to
ramp up production after a deal with the Elbhnson & Johnsohas delivered an application for a European license, and w
very likely receive one

APMI

» The global composite PMilery likely rose in February, due an uptick in both manufacturing and services SHiIs
surprised on the upside, confirming strong growth in ERIUPMIs were mixed, services weaker than expected,
manufacturing betterg and the composite rose a tad more than expected but signals (at 48.1) a moderate decline in G
in Q1.UKservices returned to the 50 line, from 4@nd the next months will probably be strong due to a rapid vaccinatic
process

» According to companies, bothput and output pricesare surging, signalling substantially higher headline CPI inflation jt
I NPdzy R GKS O2NJ)YSN®» 5St AGSNE (GAYSa FyR LINAROSa | NB AyC
supply side challenges (albeit rather broad based) are more to blame for the surge in prices than strong growth in del
(but strong growth in demand no doubt contributes). Specific supply side bottlenecks will usually be sorted out, if den
IS not too strong. General lack of labour and broad capacity constrains can entertain inflation for longer
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Last week 2: More economic news

A USA

» Retalil saleshot up by more than 5% in January as some 20% of the USD 600/person stimulus checks that were sent out early in theemonth we
immediately spent (but most was saved, for spending another ddglsing dataare still strong, so are both building permits (and starts), and existing
home saleg and the inventory of homes for sale is close to emptiexisting home priceare soaring, up 15% y/y according to the realtors (an
exaggeration, but prices are sharply ug@anufacturing productionis growing at a 12% pace, and once more beating expectations in January. The PMI a
regional surveysignal further growth. StilCPI inflationis still lowg but producer prices (even ex. Food & energy) are rapidly gaining speed aqd are
together with energy prices in all available survewignalling that inflation will soon shift sharply upwards.

» Markets are starting contemplating that in order to keep inflation in check, monetary policy will at one stage have hbddmetigbut not the coming two
years) butong US real rates (10y TIPS), which may be more important for the well being of risk marketsby 21 bps last weektill extremely low at
0.8%.

A EMU

» Manufacturing productionf St £ 6 & )
EvenEuropean interestratedN2 & S a KI NLJ &
the first time in almost a year

A UK

» Retail salegiropped 8% in January, far more than expect@84) as many shops were closed down amid the fight against the mutated virus

A Norway

» Mr2%Olsenb 2. HR&BSNY 2N 6 NYySR Ay KA& lyydzZaZf RRNBaa (KF{d f2¢ Ayl GoNddable N
to deliver 3% real return over time. He mentione@d% budget guideline would be in line with previous principatseventual tighter fiscal policy implies a
Y2NB SELI yarz2zyl NBE Y2ySilNE LRfAOE 06KAOK KS RAR y2i YW8IpéHkadboedaytakdS N
not cut further

» Oil companiegevised their 2020 investment estimate up by 4%, as we expected, still signalling a 6% decline, following a 5% dropspganesvibower
investments in new fields are mostly responsible. The first, and much more uncertain 2022 estimate signals a furtheegstlineyugh a lot of projects
will be submitted to the authorities before end of 2022 in order to utilise the favourable, but temporary tax reform. Hilghrézes are usually positive too.
Manufacturing companiesave revised their 2021 investment plans upwards, whdeer supply companiesost likely will continue cutting investments
AY  Qu wmSyetranNdwidlde & lower investments in transmission and distribution

» Norges. | y1 Qa S E LIS eoifirmied & ryforedpdsiiug Sverall outlook. Inflation expectations among economist are stablega2.5%, but both
business leaders and households have revised their estimate for expected annual inflaBoyears ahead substantially upwartst yearup to 3.4% and
3.8%resp both above their average (remarkable high) infl. expectatiovg wonder on what real interest rate expectations they base their decisions.
Realised wage inflation last year, and expected wage inflation the coming two years (among economists in labour mask&tqgrg.higher per year than
b2. PRMPF QO a0 a

A ¥ 4 A x

SNE Y2NB G(KIFy SELISOGSR: odzi NR&S
12 FyR y2g¢ U KBel¥yedtbwapiratd tarned hacB3d0,fok




K]
SpareBank €

MARKETS

Still mostly good corona news, even where the mutants dominate
¢CKS WwQa FNB o0Sf26 m fY2al SOSNBGKSNBZI S¢
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A The virus cycles are dramatic, and normally very short. Most countries are new reporting fewer andas country with a
high prevalence is reporting more caseasxcept the CzecRep. The decline in tHgSis accelerating

A Last week Norway reported a significant increase in no of new cases, from a very low level that is
» However, the positive rate has fallen, and the increase in new cases may be to more testing ahead of winter holidag travellin

A Sweden also reported more cases and the country is contemplating tighter measures. Sweden has far fewer cases th

December but is at the top of the league in Europe .
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Positive corona news: The large majority of countries are reporting fewer cas

Caseshospitialisations deaths down, even where mutated viruses dominate
COVID-19, New Cases

A Norwayreported the steepest increase in new cases last weledt

. L. . N Per 100' persons, % last %

there may be some technicalities (more testing, as the positivity rate 14 days (7 d pace) & previous week last
—590I (.) .5(.)0 .10.00.15.00 .20.00. Now —6I0I—4IOI—2|OI (.) . 2.0 . week
feII) Czech Rep —0 1088 ° 13
. . . Israel e 578 () -31
A The no. ohospitalised patientsand deathsare down almost Slovaki e st 4

ovenia e =
everywhere too Sweden e 431 . 13
yW . ) . . Fra?lcz e 386 -17
A Mutated, and more infectious viruseare taking market shares Spain —y e 3
everywhere, and will be dominant most places before the spring, we  seti — 2 g
Netherl e 291 6
assume . . . . . Pzrtuegal e 283 -51
A Israelis reporting that the Pfizer vaccine is 9988% effective vs el — 2n >
serious respiratory problems, hospitalisations & deaths. In addition,  |Hunsay — 249 -
the vaccine prevents transmission as well Ireland . 233 -4
Polapd e 229 » 18
A BioNTeand EUmade a deal on substantially increasing production of 55 — e T
the BionTeckPfizer vaccine nitzer — 18 . 2!
A We assumeroduction of vaccines will be easily ramped up over the |Gemany S . ' -
coming months and at least quarters, as bottlenecks are cleared Eroata ~ 108 it
Canada » 108 J -12
Denmark » 92 | -1
N 74 26
ng\aXfrica : 45 24

—5&)0I (IJ I5(I)0 I10I00I15I00 I20IOOI —6!0I—4IOI—2IOI (IJ I 2IO I
= 1 week ago - Change last week @ Now Max m % last week % prev week
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Covid19: Back tahe Ww Q

Covid-19 R

2.50 \easured over 14 days Ireland 250

2.254 -2.25

2.00 + -2.00

1.75 -1.75

1.50 A -1.50

1.25 L

/Norway 1.0
1.00 + -
Ireland 0.8

0.75 - % <USA 0.8
0.50 + F

0.25+ -0.25

0.00 . ‘ ‘ - ‘ T ‘ 0.00

Jul Aug Sep Oct Nov Dec Jan Feb
20 21
The virus reproduction number
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The no. of cases are falling rapidly most places, but not everywhere
A¢KS wwQ Aa ¢Sttt 0 8§Mhaughitsoedndt¥anially SO
last for too long, as behaviour adjusts fast

» The Ris at0.g0.8 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

A In Norwaythe R measured over 14 days rose by 0.1 to 1, and measured
over 7 days to 1.2 from below 1. IF the R is at 1.2 (we really hope not),
something will have to give before vaccines arrives in large quantities

However, what if mutated viruses spread to all countries?

A If the mutated viruses are 1.5x as infectious as the original virus, for a
given social distancing™t= 1,5 ¥'9{ K SWtis 1.5 | NAS NI G K| vy

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 ta;0.7
0.8 to get the no. of cases down 8@%0% over

Luckily

1) The mutant still have a small market share most places

2) The Rs are not at 1, they are already below

3) The vaccines are arriving. Even a 3% per week vaccinating rate reduces

gtre R\py 3operweels(Ethey yagks gnd accelerating

6 YS | & dzNB Rhe@acdnesivirglikely@ble to reduce the R faster than the mutated virus

will increase the R.

X share not immune (starts at 1, down to O when all have been infectedor ¢ KS W2y &80 NBEYFIAYAY3 NR&lY I OOAYyS

have been vaccinated).

adzil i SR O2NRBYl @ANHZASE LINRPoOolFofe NBIAdZANB | T1tp> AYYdzyAde NrdaSs AF i 3
WoST2NBE O2NRBY!Il Q 06y 2 eckiveiyludizely)Wil & 60%A f R mé'lym\y
AYYdzyAl& NIGS 68 adzFFAOASYG (2 NBFffe W2LISy dzZKQ 7




Covid19

How to reach herd immunity? Through infections or vaccinations?
Vaccinations slowingdown most placesg andtoo low, exceptfor Israel, UK & US

Covid-19 immunity - estimated
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Covid-19 Immunity

% of population (calculated)

CIJ 1|0 2|O 3P 4|0 5.0 6IOSum
Israel ] 54
UK | 49
Belgium I 36
USA | 36
Italy ] 31
Spain I 28
France NN 26
Sweden I 25
Poland I 23
Austria INIING: 19
Ireland NG 18
Germany I 18
Canada N 12
Denmark I 12
Finland 7
Norway I 7

m Infected m Fully vacc. 1 dose
SB1 Markets/Macrobond

We calculate the infected rate by assuming a 0.5% infection fatality rate, and a 90% immunity from infection. We assumieothase been infected are vaccinated in line with others
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Pfizer and Astra/Zeneca: More doses are on the way. Will we get to-3%/w?
EU/Norway will receive more vaccines throughdult population vaccinated before the summ

160
140
120
100
80
60
40
20

A There is still substantial uncertainty vs. the availability of

Norway Covid vaccine rollout vaccines, both concerning global production volumes and the
: share EU/Norway will receive
% oftotal population Accumulate ) _ .
A2nd dose aftett - 12 weeks A Two weeks ago Pfizer announced a substantial increase in
PfizerModerna, Oxf/AZ is ‘secured' delivery of doses to the US and EU, some 200 mill to each
J&J incl from April Norway will receive some 2 mill extra, of which almost the hal
fCUfe\A/aQSLMNOV&WﬁX during Q2. The EU deal willioNTeclwill should lift deliveries
rom r a H T & X 1. O QS g
+extrapfrom g/AZ P 100%, above8y of BioNTecht ¥ A 1 SNX2a @I OOAY S T dzNI K
and Pizerin @ ’ increase its deliveries to Europe by 50% (twice as much as w
estimated one week ago)
Permonth . . .
A In ourforcestother vaccines included, especially Johnson &
N I B | I I ] Johnson, which has applied for a European licence
» Some few vaccines fro@ureVa@& Novawaxare included as well (EU
Jan Feb Mar Apr May Jun Jul Aug Sep has agreements with both of them)

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

The first shot
per week o A However, immunity in the population will be lifted
% of popul | A Norway may reach a pace of vaccination at substantially beforethaf2 NB RdzOAy 3 G KS Ww
Jan 0 3% of the population per week in March (1-immunity rate) for a given behaviour/social distancing. The
||\:/|Ztr) : (adjusted for offset for the 2nd dose) impact is substantiabheck the next page
Apr 6 and substantially more during Q2 A Old/sick or persons in the risk groups are vaccinated by early
May 4 Q2 at the latest no doubtreducing the hospitalisation &
Jun 4 death rates substantialliflike we now see in Israel) making a
i“' 2 higher infection level acceptable

ug 6
Sep 5

Data from FHI, VG, international media 9



K]
SpareBank €

DAGSY | tAl1Ste &I O00AYS LI GKS SKI i

¢ K S reprad@ztionnumberis highlycritical for the outcomethe nextfew weeks

Norway, R=1 Norway, R=1.1
1.40 600 1.40 600
1.20 500 1.20 500
1.00 400 1.00 400
0.80 0.80
300 300
0.60 0.60
0.40 200 640 200
0.20 -_/\ 100 g0 100
0.00 0 0.00 0
20.2.21 20.3.21 20.4.21 20.5.21 20.6.21 20.7.21 20.2.21 20.3.21 20.4.21 20.5.21 20.6.21 20.7.21
R org virus (lhs) =R observed (lhs) ====No of new cases (rhs) R org virus (Ilhs) =R observed (lhs) =—==No of new cases (rhs)
Model assumptions: The margins are narrow the coming weeks:
R =1lps) or 1.1 ths) If the R = 1And behaviour is kept unchanged, a modest increas
RMut= 1.5 xR in new cases, to 150 from 75, and as the elderly are vaccinated,
15% of the infections now are due to a mutated virus fewer hospitalisations & deaths
Vaccination: From 1.5%/week now, up to 5%/w in mid April If the R =1.16 - 7 time increase in new cases to 500 until early
85% vaccine efficiency May ¢ not an attractive alternative
7% are immune now, due to previous infection, vaccines If the R = 1.Z a peak at 1600, and major health challenges

Tp yS¢é OFasSa LISN mnnQ 2 @SN K dbdotthdw we arrivR theed ButirNIBnR, the duy shauld shin



Will the US winter storm hurt the virus too? Mobility sharply down

Mobiliy is on the way up most placesa 2

Google mobility Time spent outside home
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Google mobility Time spent outside home
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A In the UK time spent outside home is down 18% (not
percentage pointsy and mobility is down almost 40%

%)

ad |

Wy 2 NXYTFE Q

t SOSt

6CSo

A In Ireland, -29% vs pre Xmas, and the level still now

R26Y Y2NB

GKF Y

n"r\
JE -
n Jk :

A Germany, Denmark & Norway is down §&% vs the
pre-Xmas leveland some economic costs will incur

H N

gad® Wy 2N)Y

Time spent outside home, pre/post Xmas

Feb 2020 = 100

Dec 18 - now
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Mobility on the way up agaircl YR G KS WYWwQ KIF @S LINRO

Mobility is below the pre Xmas level but now the mutated viruses are rapidly gaining market s

Google mobility Time spent outside home A Vaccinations are still running at very low levels, and as
110 g 56502 160 T - 110 the mutated virus spreads rapidly, the observed R will
1 increase further
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Hospitalisations on the way down almost everywhere
France is the exception (as is the Czech R)

COVID-19, Hospital Occupancy Hospital occupancy
1000 -Per mill - 1000 175000 - Most European countries 175000
Spain & Germ
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The deaths: A sharp decline everywhegesxcept for the Czech Rep
Even Sweden is reporting fewer cases

Covid Deaths but Covid Deaths

)
35 “Deaths; 14 days rate, per 100.000 inhab. 35 "W 30 Deaths, 14 days rate, per 100.000 inhab. -30

1|\ Normaldeathrate Czech Rep - 30 25 4 e N | S 25

Belglum .................................. Czech Rep I Czech Rep 19
UK 204 Retgium b o N\ [ UK 11
‘ _‘S,Ireland W
] USA IJUSA 8
| N R\ N ) N
\’ ‘/France " NI N r“‘\{* w
4 e ) X X ‘ &

sltaly

Germany 10 -
Sweden
~Belgium

 Switzerl 5-

..

7/ Germany 7

v e e % Sweden 5
“ Belgium 4

Denmark o B ”'%Switzerl 3
<Norway I v ~Denmark 1.7
0 it VoS BT et ——[<Norway 0.6
1 1 15 1 16 1 16 1 14
SB1 Markets/Macrobond 20 Oct 20 Nov 20 Dec 21 Jan 21 Feb

SB1 Markets/Macrobond

15



K]
SpareBank €

MARKETS

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- r*
2.5 - L 5
T B P\ '.*
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J M M J S N J MM J S N J -167 | | | | | | | | | S gt
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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



Global economy

Manufacturingproductionstill on the way up, 3%aboveFeb20level

Retail sales volume

% change from Dec
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A Mixedretail sales inJanuary UKdown 8%, US up 5%
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Globalretail sales flat in NovDecdue to US, Europe & Brazil, +1 % kKeb20

Manufacturing Production

"% change from Dec 2019
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US restaurantsre slowly openingup again. UK restaurants will soon follow sui
Canadian restaurants are also inviting some guests again

Restaurant reservations Open table World Commercial flights
100 1 Change % from 2019, 7d avy - 100 150 - Flights, '000 per day Joto L 150
125 +{7d.avg -125
754 - 75 WM
100 - = -100
50 - 75 - A 75
T— 2020 —
25 - . 25 50 12021 - 50
25 - - 25
N ° X X
25 - . 5 Change yly [
0 ——N\ 0
50 - " USA -46 204 20
<Canada -63 - -
75 - ~/Germany -100 -40 '\/‘@\_4 1% (40
UK -100 ] N i
-60 - --60
-100 = ‘Ireland -100 42021 yly L
-80 - 2020 yly 80
1 31 61 91 121 151 181 211 241 271 301 331 361
SB1 Markets/Macrobond Flightradar24 SB1 Markets/Macrobond

A Global airline traffic remains at a low levghnd it probably will for some more weeks/few months
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Global economy
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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 2020 vs. 2019

G DP Change in %
7.5 1% change from Q4-19 1.5 25 7S 28 25 vy
China | 2.1
50- - BN South Korea | -0.9
Indonesia [ | -2.0
25 /World est -1.1 Poland — 2.7
/South Korea -1.3 Sweden — -3.0
0.0 Py — /Norway‘ ML -1.3 Norway, ML | -3.1
USA -2.5 Finland | -3.2
25+ \ ﬁsWeden 26 USA S — 39
’ \ ‘ }C . 3'5 World, SB1M est | -3.6
50 \ — wanaaa -o. Denmark [ ] -3.7
- /\\ jGermany -3.9 Netherlands I -3.8
~EMU -5.0 Japan | -4.8
=757 NFrance -5.0 Germany ] 5.3
10.0 - }JItaIy -6.6 Canada | -5.3
- : ) ‘UK 7.8 Belglum [ ] -6.3
NSoain 9.1 EMU I -6.8
-12.5 - -=R : Portugal I -7.6
France | -8.3
-15.0 - | ‘ --15.0 Mexico I -8.7
Italy ] -8.9
Q4 Q1 Q2 Q3 Philippines ] 9.3
19 20 UK E— 9.9
$B1 Markets/Macrobond Spain ] -11.0
-12.5 7.5 2.5 25
A We estimate that GDP grew by at least a 6% pace ig tQd double of underlying SB1 Markets/Macrobond
trend growth, leaving global GDP down 1.1% yly. Last year GDP fell 3.6% (still an
uncertain figure!)
» China & US have reported decent Q4 growth, alongside some Asian countries, UK & dNandiay
mot others. However, GDP fell in both France & Italy
A In 2020,China grew by 2.1%, all others down
A Sweden-3%, Norway (MainlandB.1% and US3.5%
Aga! O2yiN}XOGSR lfY2ald m3> 'Y o6& wMmE?: FYR {LIAYy 08 mMM:>®

2
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Inflation is bottomingc an the next step is up
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 : - 35 451 EM mean, SB1M r4.5
3.0 : - 3.0 4.0 -4.0
2.5+ 1 - 25 3.5 -3.5
20 _/\,\/\/ \—\//\.4'\ I
' ) W\ N UK 15 3.0
" J\/\A/ AR ESA 14 25- -25
! \ ~EMU 1.4
1.0 - NN Foeco 11
1 2.0+ -2.0
0.5 A ! - 0.5
M/‘ l <Jap 0.2 1.5+ 7@
0-0 AV 1 v N .
! 1.0+
-0.5+ ! -.0.5
. 0.5 Rich countries - 0.5
_1.0_ 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 1 1 1 1 1 1 1 1 1 \I 1 0-0
16 17 18 19 20 21 10 M 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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The global composite PMI likely recovered in February, broadly
We estimate a0.3¢ 0.6p lift in the comp. PMI to 52.7, signalling growth at trend

Global PMI vs growth 7 Global PMI vs growth

7 GDP g/q 56 - -5.0
60: annualised \
56 - —> - 5 551 /) / 40
52 1/ ' 54 - r \/ J \ -4.0
48 - -0 53 - \A /\ -3.5
447 ‘ \ -3.0
40: 5 "2 \/ \

i . -2.5
36 51+ \

1 -2.0
32 - --10 50 —
28 - -1.5

. 49 - GDP g/q;ajr
24 - - 15 -1.0
20 - 487 0.5
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
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A Thepreliminary PMIswere better than expected, broadly on the manufacturing side, and without support from the Eurc
& Japan in services (but a huge lift in the UK).

» China does report preliminary data, and the final outcome is uncertain, in January the Chinese indices nosedived

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 21
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EMU manufacturing straight up, to a high levelUS even stronger!
EMU services fell but the manufacturing is showing streggihd the composite rose

PMI Manufacturing

PMI Composite 801 /\ _Egﬁﬁ%%i
165 S A ~World 54.1
y=Ye China 51.5
50 E— %Japan 50.6
| : ~World 52.7
\W /AR A “EMU 48.1
60.0 -
40 1 57.5- - - 40 35 - - 35
55.0 -
357 g5y L \%m - 35 30 - | o F30
30 - 50.0- ,m - 30 18 19 20 21
475 T \\/ '”Japan 476 Source: IHS Markit, SB1 Markets, Macrobond
257 450- E— -25 _
20 4257 20 PMI services
40.0 - 60 - ~USA58.9
15 4 JMMJ SNJM -15 55 - EWorld 52.2
20 21 50 China 52.0
ot - o w10 i Japan 45.8
12 13 14 15 16 17 18 19 20 21 <EMU 44.7
Source: IHS Markit, SB1 Markets, Macrobond 40 40
35 - 35
A In the EMU, the service sector Pl further due to a 30- -30
weak French printThe composite at 4&.signal a 1% 25- -25
pace of decline in GDP (0.25 per quarter) 20 -20
15 -15
A The US PMIs are VERY strong o] 0
A The UK index recovered most of the large Jan decline 18 | 19 | 20 21

SB1 Markets/Macrobond
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Businesses are reporting even faster growth in input/output prices

CPI inflation next? Without any doubt
Gobal Manufacturing PMI Prices

80 < Input Prices o2 OECD Inflation vs PMI prices

75 - " 50 75 -'Change % yly - 6

104 i G7, OECD data

65 - ‘( A °

60 - | e -53 ™

55 - /\A ‘A \/ | 5! -
' \H“ A ] [ La9 65 -

50 v U

J i} -

: - 47
451 45 Total CPI -> <62.5
40 - 43 60 -
35 - :41 -2
e . 55 -

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 r
SB1 Markets/Macrobond 50
: : — — — 0
Global PMI Services Prices
75 90 45 - 1
<- Input Prices -
70 - -85
- -80 40 - --2
-75 98 00 02 04 06 08 10 12 14 16 18 20
60 - l SB1 Markets/Macrobond
55 - u"‘“\,\v\-\‘/; .\J"’"W ! ;'
50 4 Al_reo A Both manufacturers and serviceswe reporting rapid
~55 increases in prices, both input & export prices
45 - I : . .
%0 A The correlation tactual CPI inflationis not prefect, but

40 - -45

the PMI price indices are signalling a lift in headline
inflation, from some 0.5% in rich countries now, up to
2.5%- 3%

9899 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond

The last obs. Is based on preliminary PMIs from EMU. Japan, UK and US
23
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Prices & delivery times are soaring! Supply or demand?
Prices and delivery times are increasing faster than production growth usually explains

Global PMI Manufacturing

65 - ~Delivery times
1 | 164.0
60 - A i 60
'\
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98 00 02 04 06 08 10 12 14 16 18 20
SB1 Markets/Macrobond
Global PMI Manufacturing
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Global PMI - delivery times vs production

Delivery times

65.0 1 ) Recovery.to- - 65.0
1 boom zone

62.5- : -62.5

60.0 - -60.0

57.5- 04/2920 -57.5
Supply chain trouble

55.0 4 -55.0
Avg

52,5 o e g A g P -52.5

01/2020 g

50.0 ! -50.0

47,51 : 475

45.0- E -45.0

42.5 1 ! -42.5
25 30 35 40 45 50 55 60 65

Manufacturing PMI output index
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Global PMI - Input prices vs production

Input prices
80 - . Recovery to..- - 80
boom zone
75 - -75
70 - ! -70
65 - 01/2020 -65
04/2020
60 - Supply ‘chain troubte - 60
55 - Avg -55
BO e Y T L B e @ g LI - 50
45 - ' -45
40 - Y -40
1
35 i -35
30 ! -30
25 30 35 40 45 50 55 60 65

Manufacturing PMI output index
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ABarring the Feldun 20 months, activity,
delivery times & prices have been
moving in tandemDemand was pulling

prices up

AlLast yearsupply chainstruggled to
cope with the corona outbreak, and
delivery times soared, but prices as not
pulled up, demand was weak.

Ayiirt o Yz2yilikKa I 3
higher activity (demand) was followed &
normal increase in delivery times &
prices

ANow, delivery times & prices are rising
faster without faster growth (the PMIs
have stabilised), suggesting some
specific (albeit broad) supply chain
challengeglike in semi conductors,
container freight) or that many costs
pushed up by higher oil prices

ASuch bottleneck challenges/cost push
factors are normally not long lasting, an
do not signal permanent higher inflatior

Astill, demand has strengthened too,
explaining a substantial part of the price
increases

24
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The recovery full speed ahead in Q1
The 2d/3" coronavirus wave has slowed parts of the US economy but others are booming!

: A Retail saleggoods) fell in both Nov & Dec
USA Demand/prOdUCtlon but surgedizglmost)G% in January, expected
- 30 up 1%..¢ and sales are up 11% vs. last
<Building permits 22 | January
v A Building permits are soaring, 10% up in
<Core retail, vol 11 | January, up 22% vs. last Jan

| A Investment ordersex aircrafts/defence are
up 8% vs last Jan, and flat including
aircrafts

A Exportsremain below par but is still on
the way up, now just 4% below Jan lgst

-2V A Restaurant saleare down 27% (in value
terms). Airline traffic is down even more

A Employmenthas flattened, and is still 6%
below Jan 2020 level. The weakness is
mostly due to a sharp contraction in
employment in the hotel/restaurant sector
but not a growth story elsewhere

B0 4 60 A Nowcastersare now signalling 8§ 10%
T T T T T T growth (annualised) in Qq.or up 2%
JEMAMJ JASONDJ 2.5%. If so, GDP is almost back to the Q4
20 21 Wm o sl @coburse, below the pre
SB1 Markets/Macrobond COI’OHag I’OWth Qath

/Manuf. prod -1

<Exports goods, volume -4

CAQ o N ] - -40

S50 _-50
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Retall sales up 5%+ in Jan, 5x more than exp. Some stimulus checks were s
We thought theF Q QMasifdr too low but did not expect anything like this. Still, 80% of checks ¢

USA Core retail sales USA Retail sales
T Feb 2020 =100, Volume : 7 7valie, m/m, % -7 ' .
11;2 - Core sales; ex auto, , = 105.0 6-
7 gasoline, building mat & restaur. C .
100 - -100.0 5- <5.3 Total
. /V/ - 95.0 4- - 4
90 _//. r 900 3 i = 3
85 - - 85.0 o -2

Ty

0] % 3m/3m; yly 1A N /i\ »
e el VA EERIN T - §

10 --10 -1 -1
10.0 -10.0 -2 7 -2
5.0 - :E -3 --3
0.0 p=-mn—m—mmtown—tn "|TL'—— - 00 Aug Sep Oct Nov Dec Jan
-5.0 | -12.8% | --5.0 20 21
17 18 19 20 21 22 = Total m Ex. auto m & ex. build mat./food serv. (core/control)

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Total nominal salesose by 5.3%expected 1% (No help from all big datar are the economists just not in touch?

A Core sales of goodscontrol group, excludes auto, gasoline, building materials & restauantged 6% A minor downward revision of Dec is
irrelevant.Core sales of goods are up 11% YWyprecedented

A Check details next pagsales rose everywhere batill huge discrepancies between sectgnestaurant {ncl, in the total) is still down 16%
Ab2 R2dzo0zZ a2Y$S 2F GKS | {5 cnn LISNI LISNE2Y OKSOla o03IAODSHH & 9y daf 2
AdzNLINAaAy 3z IALSY YSRAI NBLIR2ZNIUa o60dzui Ad ¢gla yz2u FlF OU2NBR Ayl?2
» Households received some USD 139 bn in stimulus checks, equalling 0.8% of annual disposable income. Retail sales sos&Dy3o, or some 25

bn more than normalThus less than 20% of the checks were sgeartd the rest saved . The next check, from Biden, could be at USD 1,400 26
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Housing building permits the highest 8315 years iroetNoev BecJanuary
Permits up 10% to 1.88 mill in Jan, far better than expected. Starts dowmilbuery likely climb

USA Housing permits, starts Housing starts

2.50 4 -2.50 1.50 ~ i : -1.50
Mill, annual rate } “18 Starts pr 100 inhabitants, annual rate, smoothed

2.25- i N 15 -2.25

A 4 - 1.25 -1.25
2.00 - A \/ 12 ~nnn
, w C y
Starts 0.9
1.759 /"Wl J o 1.00 - -1.00
A \ ‘ Starts .
1.50 - ff [--11.58 million ~ 1\ ‘A
] <

0.75 4 i -0.75
1.25 -1.25 “F- \/\ /
0.75 4 -0.75
050 - 0.50 0.25 A -0.25
0.25 - -0.25 0.00 0.00

50 55 60 65 70 75 80 85 90 95 00 05 10 15 20
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00 02 04 06 08 10 12 14 16 18 20

A Both permits and starts were expected slightly down. However, permitsighanother 10% (to 1.88 mill, expected 1.67 mill),
and are up 60% from Apgland 25% above the rather high ppandemic levet and the highest since 2006 (but still below the
late 2005peak)
» Starts fell 6% to 1.58 mill, expected down to 1.66 mill,atiligh level, anghore than 20% above the 2019 average! Permits signal more starts
A Housing starts are not dtighlevel per capita vs. historjdloweverf A 1S Ay Ff €t 20 KSNJ NXROK O2dzyd N

in many citiesand population growth is slowingiousing &rts have been trending downwards in most countries over several
decades

» However, not in Norway the past 30 years. Because we love our homes (and our low interest rates, vs our income expectations)
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There it was: Retall sales down 8.2% in Jan, expee®8d.So much for big data
X 2NJ SO2Yy 2 YA & (qrobodyssandanyiag?? Siill, lesRtRan ¥ as bad as last gpring

UK Retail sales UK Consumer confidence, GfK
- Retail trade ex. fuel - 1.5 1st.dev, avg=0 - 1.5
105 - Volume, Jan 2020=100 - 105
1 R e e e . - 1.0 - - 1.0
95 {5 2.5% tr
85 - - 85 O.S—M - 0.5
75 - 75 0.0 \ f W-.‘ 0.0

9] — - 5 0.5 --0.5
101 v <yly 5.9
- - -1.0- --1.0

-25 - --25
10: . 10 -1.5 + --1.5
0 ————n=m X -y O
- u | L -2.0- --2.0
-10 1 <-8.2
-20 1-Change % m/m --20 -2.5 --2.5
17 18 19 20 21 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 2021
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A The lockdown which included much of the retail trade business, made a dent in saled much more than expected.
A Retail salesvere 5.5% below the prpandemic level, after being well above since July, at the peak 7% above
A The roltout of vaccines is very successful and restrictions will be eased, also vs. retail trade

A Consumer confidenceose inFebruary, following the setback in Jan. The level is still far below naqrialit is trending
rapidly upwards. Leaves some hope for stronger sales data next months

A (Just to remind you, we have some tricky retail sales data ahead us in Norway too, at least in February, but nothifg dike)a 8
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Oil investments: A mild downturnr tax cuts & the oll price saved the day?

{1

. Qa Ay@SailyYSyi

Norway Oil Investments vs survey
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A Oil companies revised the2021 investment forecastip by 4% to NOK 174 bn (we exp. 173), still signalling a 6% decline vs. 2020. We _exp
some more upward revisions, but keep @%b volume declinestimateg which is equal tdNorges. I Y
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Q3 | yR

investments in exploration and concept studies is not to counterweight a much larger decline in investments in new fields
» In 2020 , investments fell by 5% in volume terhsit 14% to Q4 20 from Q4 19, which was well felt by the Norwegian supplstigdu

A The first 2022 estimatéd a

R26Yy iz

ga o

GKS Sljdza @t Sy
delivered) during next year in order to benefit from the temporary tax cuts decided lastysat a higher oil price is alsapportive.

expect 2022 investments to decline by 5% (volume terms)

A A 5% decline in oil investments subtraletss than 0.2 pp from Mainland GDP growfihe current 15% decline (2018022), is far milder than

Hnum SadAYlGSz

{.Qa

b

Still, we

the previous 30% setback (2062017). Measured vs. the Mainland GDP, the current downturn decline is less thaafxIg previous
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Inflation expectations: What are the others expectingRrisw. Households 3.8%
2SS aadzyS 0KFG odzaAySaa tSIFRSNBRQ 9 K2dzSK:

Norway Inflation expect. - non-economists Business leaders & households expectations are
45 45 rising sharply to well above normal (very high) levels
See comment below A Labour market participantg§leaders in trade unions &
4.0 7 4.0 SYLX 2eSSaQ aazoduv | NB LINE
economists, and they expect a 2.5% longer term rate of
3.5 1A A A D 3.4 inflation, in line with their average expectations (2.6%)
3.0 30 G bzuélué]affected by the 50 bps cut in the inflation target
in
2.5 v VW 2.5 A Business leaderare expecting 8.4% inflation rateén 2
W’ years timeg up 0.5 pp over the past year, and higher
2.0 l';z';'t‘i":i"":r:r:tav bas ~2.0 than their average expectation (3.1%)
15 pams s T 15 A Householdshave always expected incredible high
inflation going forward (even after an adjustment of  _
1.0 - 1.0 RIEUOF LINAZ2NI a2 vm WmMpZXZ RdzS
see below); on average 3.5%. Nothey expect 3.8%
0.5+ 0.5 in 2 to 3 years time, up 0.5 pp over the past year, just as
00 00 among the business leaders.

» { K2dzft R ¢S 2dzad A3Iy2NB GKSasS w
reflect on them?

» We should at least put some emphasis on the significant rise
in inflation expectationg, to above average levels

» Perhaps could we even explain demand for credit from
households by the 2 pp difference between lending rates and
expected inflation?

02 04 06 08 10 12 14 16 18 20 22 24

SB1 Markets/Macrobond

The questions regarding expected inflation in 2 @ryears time for business leaders and households were slightly alte@8l 2015 survey. Since then, they have been asked about the
expected rate of annual inflationin2@ &SI NJ GAYSS y20 2dzad WAYyTElI A2y Q ¢ KAXIKR ONRIZARE KR 8K § AyNJ d&/H LYSO (Bl dig a2ty &
GKS vn QOmn &adNWBSe RdzS G2 G(KAa Of I NARFAOFGAZY® . dzi Ay ®rmajor tharyedractdEbigiatian®Rnflaiida &xpdtiators aifod | A
other groups during these months, wehave NSB A 8 SR K2 dzaSK2f R34 Q SELIS QI GA2ya R246y o6& ndc LILI LINB vn Qmn 0
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Homebuilders are selling more new homes, have to buiidd CHmore

(6848 i HpQ AY WHyod {dFNI& R26y (2 HHQY

Norway Homebuilders' survey Norway Housing starts
45 1 New homes -45 40.0 ' New homes -40.0
1000, ann. rate, s.a 1000, ann. rate
40 - _ 40 37.5 1 6mavg -37.5
h 35.0 - SSB building - 35.0
35 - ‘ -35 its
I, \ \\/\ \ 32.5- 325
30 - \ﬁ V'Y o o
g AT 001 ) ) 0
25 - A ,J v [l -2 27.5—j ~275
/‘ \ \
20 'v ok 25.0 - -25.0
New home sales \J
22.5 -zz.0
15 - -15
oo - 20.0 - -20.0
i t t t T T T T T T T T T T T T T T T T T T T
10 - 0|g‘pr0 ue‘n ene‘ rogn(‘)sesen‘ere | | | ‘ | | - 10 JMSJMSJMSJMSJMS JMS J
10 11 12 13 14 15 16 17 18 19 20 21 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond
Al 2YSo0dzAit RSNEY bSg K2WEBy®l { & SR2EYV I8Qat2ondArasbR | NP dzy
» {0 NGa FStft pQ (G2 2dzald HmQd !'a Y2NB K2YSa INB a2ftR>X ¢S | aadz

A SSB: Sales fell slightly in Jan, but have stabilisedag S onQ NBOSy il Y2y iKa
A We assume the strong existing home market sulbportnew home sales & starts the coming months

A Housing investments (in National accounts) will continue to rise, at least through H2, as it did through last year
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Record low real rateg and decent growth expectations!
Optimal for risk markets! Real ratezse sharply last week but is still very Idwar how long?

USA TIPS Real yields, break-even inflation USA Growth vs 10 y real rate (TIPS)
5 710y treasury yields -5 7 -7
Holston-Laubach-Williams, NY Fed
4 - -4 6 -6
. . 5 Real rate, . 5
| Break-ev_en inflation | TIPS 10y
3 expectations 3 4- 4
'\r" .:f\‘
2 - ) M’ ' 2. 34 ¥ L,
1- - 1 27 -2

1 - 1
0 | 0
v
4 1 Vol
Real rate (TIPS 10 y) -1 10y gov-5y CPl N
-2 1 F-2 -2 1 --2
98 00 02 04 06 08 10 12 14 16 18 20 65 70 75 80 85 90 95 00 05 10 15 20
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US 10y bond yield - short term cycles
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Surprises are still on the upside, now even in Norway (and everywhere)

Citi Surprise index

300 - - 300
200 - - 200
<EMU
100 - <EM x Cn
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0- <China
-100 --100
-200 - --200
-300 - --300
-400 - - -400 St. dev, avg =0
JJAJOJAUJOUJAUJ O o
ew Zealand
18 19 20 21 EM x China
SB1 Markets/Macrobond CEEMEA
EMU
UK
A All major countries/regionsare reporting data above expectations, for the first time ever |atin America

A TheEuro Zones still far up on the list, even if the economy has slowed. Expectations hav

been adjusted

A TheUsis still well into positive territorg and the hike in retail sales, manufacturing lifted

the index

A Chinahas moderated lately, has fallen down to an average leatlthe bottom of the list
A Other EMsare well above their average level, and are on the way up

A Besides China, Norway, US #f)the bottom

SurpriseA Y RA 0S8 a

YSIadz2NB GKS RAFTTFSNBYyOS o

Sy
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Citi Surprise index
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