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Last week 1: The (once again challenging) corona story

The virus

A Here we go agairiThe no. of new covid9 infectionscontinued upwards imost countries last week. Just UK, Spain & Portugal are s
clearly trendingdown, in the UK no doubt supported by a rapid increase in the share of vaccinated. In the US, where the trend is
the pace of vaccinatiohas been far higher than iU too.

A Norwayis reporting the 2. highest mobility andost rapid increas@é new cases among rich countries. Last weekptie NG S@E ® |
may have reached 1.5, yielding a 60% pace of growth, per week. Or 8x per month. The level of new infections is swlillogufbut
behaviour is unchanged, and even if the share of vaccinated increases according to an optimistic delivery scenaridpiatrease
extreme level in some few weeks. No doubt, policy/behaviour will be changed, implying some economic cost the coming weeeks.
the experience from other countries, the cost will not be too highnd anyway, there is just few weeks before vaccines witlecto
the rescue (but too many weeks to let the virus run free)

A Still mostly goodraccinenews: Vaccines are quite effective vs. mutated viruses. No more negative news on delivEligsltyway,
and slightly more doses are now distributed here

The economy
A PMI

» The global PMI gained 0.6 p to 53.2 in February, to the best level since October signalling growth at trend in Q1. Both the
manufacturing sector & services contributed. The Chinese PMIs surprised on the downside again but at least the serviddisect
were influenced by travel restrictions during the Lunar New Year holidays. The Chinese indices are surely reportingpaitiwer gr
than during the farabovetrend growth in H2 last year, but not low growth. Services in the EMU are still contracting, whiigyact
stabilised in the UK. The rest of it: Pretty good, and the manufacturing sector in the; BMUelsewhere is booming. The US
manufacturing ISM has not been better since 2004! Sweden is still at the top of the PMI league together with India andite US
Norway advanced. Delivery times are surging in most countries, as are both input & output prices. Corona related suppig prob
(including at labour markets) no doubt explain part of the observed bottlenecks but so does a surprisingly strong globdlfailema
goods. See discussions on the inflation outlook further out in the report

A Global auto sales
» Sales fell by 1% in February, following the 4% drop in January, and sales are 7% down vs. the 2019 average. SalesSfélliin the

the weak chain in the link Burop&& R 2 6y H p:2% @st Mov)Phingsesalds dvere probably close tmch, but are 7% up
da d WYwm dother ENsaresjdst 3% Yelow, witindiafar ahead
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Last week 2: More economic news

A China

» Exportsremained at a very high level in Jan/Feb, at new AT&lsd far above any reasonable trend palimports rose 10% vs. Dec,
partly due to higher prices but volumes must be high too

A USA

» The Senateccepted. A RSy Qa dupplemenfbudgédt package, with some minor changes, and the House will rubberstam
the changes on Tuesday. An incredible amount of money is soon undelBngyoymentgrew twice as much as expected in Feb,
and unemployment fell to 6.2% as restaurants reopened. Still, employment is 12 mill. below tberpna trend path, and the
employment rate is almost 6% below the gsandemic level. Employment is still down 20% vs Feb 2020 in the leisure & hospital
sector, others are down from 3% (retail trade, even if sales are strongdpto(education)unemploymentis kept in check by a close
to 3% decline in the participation rate. Most of this decline is dueot@narelated problems (child care etq)ccordmg to survey.
Real wage inflation is still moderate but businesses are reporting increase wage pressures, acc@@nB @4 . SCASTRXN 40
Powellreiterated that the bank will keep the signal rate at zero until the economy & the labour market have recovered, anahinfle
has climbed above 2%, and is expected to remain above 2%. However, the chairman was more focused on overall financial
conditions than on the rise in government bond yields. Aaodd yieldsrose further, this week without scaring the stock market

A EMU

» Retall salegollapsed in January, down 6% expecte®%. All the big countries contributed. Increased risk for a substantial declin
Ay D5t AY vmd [/ 2NB AyFtlruAzy FStt o0e nodo LI U2 MOM: ekKezZ
A Norway

» House pricesose 1.3% in February, once again more thmgesBank expected. The annual rate at 9.7% is 1.7% highemMb8&a
assumed in December. Oslo is up above 15% y/y. The inventory of unsold existing homes is low. Retail sales fell 0.&fg ohuEebr
to a surprising decline in clothing sales. Internet sales are still boomwotgl occupancyell 64% y/y in Januaryhe household
savings ratesurged to 15.4% in Q4, and we assume that by Q2 this year households have accumulated extra savings equalling
GKSANI FyydzZrf AyO02YSad ! y RHo#sENId incEmesverg/ieviged ap®ads andigrdwRnori themn ye
expected in Q4 and are up 3% yly, supported by higher unemployment benefits. In early MAxtlhinemploymentell slightly
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Mixed, but on the balance somewhat better infection data last week
Still, more countries are reporting more new cases as the mutated viruses becomes dominant
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A Barring UK, where vaccines have been rolled out at a high speed, and mobility is still very low, and in Portugal & Bpai
of new cases are increasing in most European countrizganmark, Finland, Norway, and Sweden included. US has flattel
¢ and here too the no. of vaccinated has been increasing faster than in most of Europe

A The no. of hospitalisations and deaths are still on the way down, barring in the Czech Rep where they are really strug
again with a rapid growth in new cases

A Norway is reporting the fastest increase in new cases, and we are moving rapidly upward on the list of nemhedses/ .
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Suddenly, more cases in several countries. At our top 30 list: 14 up, 8 down
Few countries are reporting high infection numbers, but more cases reported as the mutant e»

A The Czech Res still at the top, but may be close to peaking

Ab2N¥le Aa NBLR2NIAY3I KS KAIKSAE

» Mobility in Norway is higher than almost all other countries

» Regrettably, with a weekly growth rate at 60%, Norway cannot afford to wait

for the vaccines to arrive in large quantities
» New measures will be announced tomorrow

A The no. ohospitalised patientsand deathsare lagging, and are still

down almost everywhere. We may soon expect to see the impact of

vaccination of the most exposed groups

A The mutated, and more infectious virusese taking market shares
everywhere, and are now becoming dominant. Vaccines are still
assumed to be quite effective against the mutated viruses
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COVID-19, New Cases
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Pace of vaccinations are accelerating in most of EU/Norway. More to come

Covid-19 immunity - estimated
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Covid-19 Immunity

% of population (calculated)
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Covid-19 Vaccinations
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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 throughqBe adult pop. vaccinated before the summer

Norway Covid vaccine rollout
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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 In the forecast vaccines from Pfizer, Astra/Zeneca, Johnson &
Johnson are included as well

» Some few vaccines fro@ureVa@& Novawaxare included (EU has
agreements with both of them)
A Norwaymayreach 100% coverage of the adult population by
the end of Q2

A However, immunity in the population will be lifted
substantially beforethaE NB RdzOAy 3 GKS Ww
(Z-immunity rate) for a given behaviour/social distancing. The
AYLI OG A& &adznaidlydadAal t s odzi
vaccines will not arrive fast enough

A Old/sick or persons in the risk groups are vaccinated by early

A Norway may reach a pace of vaccination at Q2 at the latest no doubtreducing the hospitalisation &

3% of the population per week in March
(adjusted for offset for the 2nd dose)
and substantially more during Q2

Data from FHI, VG, international media

death rates substantiallylike we now see in Israel) making a

higher infection level acceptable. However, mutated viruses

are probably more aggressive, also vs. how sick the infected
person gets
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CKS WYwQ NBLINPRAzOUAZY VyYdzYoSNI Ada KATIKEeEe ONRI

Norway, R = 1.1 Norway, R=1.3
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Model assumptions: ) ) B The margins are narrow the coming weeks:
R=11lps)or1.3(hs)smopz sKAOK 4S8 KI @S y263 Aa JifeR 4= 1. 3ARPehaviour is kept unchanged, a substantial
RM= 1.5 Q0 _ increase in new cases, to 500 from 145, and as the elderly are
60% of the infections now are due to a mutated virus . vaccinated, a high but manageable for the hospital system
Vaccination: From 1.5%/week now, up to 5%/w in mid April If the R =1.3: Not a favourable scenaqa 17 times increase in
85% vaccine efficiency o _ _ new cases to 2,500 in mid May. Something will give before that
10% are immune now, due to previous infection, vaccines We do not know how we arrive there: But in June, the sun shoul

bn ySé OFasSa LISNI mnnQ 20SN) GKS &dind if thevacchés@Bivey acéordihdide Blarf. A Y S U
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Mobility is still trending up everywhere and the viruses are thriving again
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Norway is still close to the most open society, at least measured vs. time outside home
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A UK, Ireland and Portugal are still staying more at home
than others- but less than some weeks ago when the
fight against the virus was more aggressive
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Mobility on the way up agairc Y R (1 Kwsl fab abOve 4 &

Mobility is back to the preXmas level but the mutated virus is some 1.5 x more infectious!

Google mobility Time spent outside home A Vaccinations are still running at very low levels, and as
110 oo 5650 £ 100 I - 110 the mutated virus spreads rapidly, the observed R will
° T increase further
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Both retail sales and industrial production up in January
Just few countries have reported Jan data but so far, so good

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

A Retail saleprobably rose in Jan (many countries still missing) even in sales in Europe collapsed. Sales are 1.8% abo\
pre-corona level
A Manufacturing productionprobably climbed at least 1%, and is 3 % above theprena level, according to our estimates

A Global foreign tradéfell a tad in Dec but is still 0.9% above the Dec 19 level

12
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Volatile retail trade data but the global trend is still upwards
Industrial production is still on a rapid way up too

Retail sales volume Manufacturing Production
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A Mixed retail sales in January: UK down 8%, EMU down 6%, US-Uqu&¥h sum still up, also with strong support from
India

A We expect manufacturing production to climb further in Januatiye recovery is still intact

13
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Look there: Somebody is eating out more, and are flying again!!
US restaurants are opening up, now just 35% below par. No changes in Europe yet

Restaurant reservations Open table World Commercial flights
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A Air traffic is also recovering, in the US and globally

14
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Q4 GDP growth even stronger than we assunwlihdia recovered sharply

GDP fell in EMU but most other countries/regions grew in Q“

GDP 2020 vs. 2019

Change in %
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A We estimate that GDP grew by a 8% pace irg@re than double of underlying | ~>*" e
trend growth, leaving global GDP down just 0.4% yly. Last year GDP fell 3.4% —= ' TS e
uncertain figure!)
» China, India & the US have reported decent Q4 growth, alongside some Asian countries, UK &
Norway¢ and 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:>®
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The composite PMI up 0.6 p to 53.2, signalling growth at trend
Both manufacturing and services reported higher growth in February

Global PMI vs growth 7 Global PMI vs growth
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A The manufacturing PMI was up 0.2p in Feb, and signals growth well above trend. Services gained 0.6 p, up to 52.8
A The globatomposite PMI signals a continued recovery indglebaleconomy

16
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'Y g9 LNBf{lIYyR WIHydzZZ NBEQa f2aSNARAX A0Q
EMU also down, but like in Nov. Both the Chinese PMIs fell as well, while the US PMI rose sh
Sweden at the top, for the4

PMI Composite month in row, a new recoi ~ Composite PMI
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A 18 countries up, 5 down. 16 above the 50 line, 9 below
A BesidesSwedenUSM & (KS Y2al AYLINBaaA®Ss 020K alNJAGQAE talLa FyR
A The Chinese PMIgIl much more than expected, at least partly due to a subdued New Year Holiday

A The EMU PMls rose, and more than first reported, but remains below 50. Irekrtthe bottom, together withSpainat the
bottom, Germany is still above the 50 line, thanks to a vibrant manufacturing sector

A Indiais thriving (close to the top of the league), whReissids reporting decent growthBrazilremained in contraction mode 17
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The global manufacturing PMI marginally wqand at a high level!
The PMI up 0.2 p to 53.9, 2.8 p above &wgeden still in the ledd

PMI Manufacturing
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04 06 08 10 12 14 16

A The global manufacturing PMI rose a tad less than we assumed. The level sig
growth well above trend in global manufacturing sector

» Breadth: 61% of the countries reported higher PMIs in Feb vs. Jan
» A large majority of the countries (80%) are reporting PMIs above the 50 line
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Malaysia
Thailand
Mexico

A EM down due to China, Turkey. DM up due to EMU, New Zealand & South Kokgae

L{a AY UKS | { NRaSZ o0dzu al NJAUQa t
A Sweden in the lead for the"8month in row, the volatile Danish PMI close to the
bottom, just Myanmar below, we assume for political reasons

rk ~
Mpanmar F S .f

T T
25 -20 -15 -10 -5 0 5 10

‘I Deviation from 50 ® Change last month ‘
SB1 Markets/Macrobond
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Businesses are reporting the fastest price inflation in 10 years, bot&imutput

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

801 <-Input Prices o OECD Inflation vs PMI prices

75 - " 59 75 -'Change % yly - 6
70 - C G7, OECD data

65 - ! I -5
60 - | \Wia “53 707

55 - /\A \‘\/\ A A \/ | -51 4
50 V V ‘H \/ } ~ L :49 65

[\ -
- 47
451 45 Total CPI -> =
40 - 43 60 -
35+ :41 - 2
30 C39 55 -
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 50 i I O
Global PMI Services Prices
75 - - 90 45 -
<- Input Prices -1
70 - -85
o5 | -80 40 - --2
75 98 00 02 04 06 08 10 12 14 16 18 20
60 - I SB1 Markets/Macrobond
4 v Nelnnd O | =
= VAo o . R .
50 Ju Al _reo A Both manufacturers and servicemre reporting rapid increases in
W -55 prices, both input & output prices but output prices in the
451 -50 service sector slowed somewhat in Jan
40 145 A The correlation tactual CPI inflatioris not prefect but pretty
9899 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 close. The PMI price indices are signa|ﬁr|ijt in headline

SB1 Markets/Macrobond

inflation, from some 0.5% in rich countries now, up to 2386.
adzOK Aa WI R2yS RSIHtQX a Sy
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However,core Inflationis not that closely correlated to the PMI price cycles

BTW, can you spot the continuous decline in inflation, into deflation at the bottom left chart??
Global PMI vs. OECD inflation

0.7 1 Correlation to PMI input prices Total CPI - 0.7 OECD Inﬂatlon VS PMI prlces
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| | 75 --Change % yly -3.0
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014 Core CPI L o1
: / ' 65 - Core CPI->
0.0 —— 0.0 V\ (ex. food & energy) - ﬁ
0.1 --0.1 60 \
-0.2 --0.2 |
-0.3- T T T T T T T T T T T T T T T T T T T T T T T T --0.3 f ' j i 1.5
-12-11-10-9 -8 -7 6 -5-4-3-2-10 1 2 3 456 7 8 9101112 55+
Monhts N | 1] <<:::]
SB1 Markets/Macrobond 50 | -~ 1 0
Rich countries CPI inflation
- Change % yly 6 i L
G7, OECD data 45 0.5
5
i 4 40 -\ 1 1 1 1 1 1 1 1 1 1 i 0.0
3 98 00 02 04 06 08 10 12 14 16 18 20
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Core ﬂ A Longer term, wage inflation & productivity is far more
| 0 important for inflation than short term ups & downs in
- the economy/PMIs

-2 A Wage costs per unit produced have accelerated
recently, but we are not sure the productivity & hourly
costs are relevantly measure. Check next padei&

I T N R N ST B )
| I | IS [N R —

86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

SB1 Markets/Macrobond

20



K]
SpareBank €

MARKETS

In the long run: Wage costs are driving price levels & inflation cycles
Before corona: Unit wage costs were drifting upwards to above 2%

USA Wages vs. prices USA Wages vs. prices

800 1 Index 1960=100 L. i - 800 97 5y average growth -9

Price index private cons.
ex. food & energy - 8- -8

,/‘/ /\
7 A -7
400 - -400 6 - -6
Price index private cons.
Wage cost per unit, 5 - ex. food & energy 5
business sector
4 - -4
200 - -200 3 i3
2 A “\‘:‘\"‘ 2
o e 7 \, "n :‘ |
1- Bt
J / L

100 100 0 [ 1 0

60 65 70 75 80 85 90 95 00 05 10 15 20 60 65 70 75 80 85 90 95 00 05 10 15 20

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Wage costs are clearly leading inflation cyclesid over time, wage cost level equals the price level
AtCKS NIYLAR AYONBlIaS Ay [/ GKNBdIdAK fFad &@SIFN gl a OSNE
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Hourly compensation surged during corona due to changes in employment n
The employment cost has slowed during the corona crisis, probably the most relevant measui

USA Costs vs prices USA Labour cost
5 nge % yly -3.00 6.0 |Change yly % 6.0
. y §moothed i 55 - Covid-19 -55
) effect
3_ _250 50' '50
4.5 - N-E4 2
-2.25
21 4.0- 4.0
-2.00 ~
1+ 3.5 1 -3.5
-1.75
0 3.0 1 -3.0
T K st
CPlcore 1.5 05 / \ 55
" -1.25 /\j
: 2.0 ALY 2.0
27 -1.00 1.5- Empl. 115
cost index
-3 -0.75 1.0+ -1.0
96 98 00 02 04 06 08 10 12 14 16 18 20 22 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20
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A In principle, productivity growth should have appreciated alongside the increase in average hourly labour cost as
measured in the National accounts, as {pmductive sectors laid off workers. So far, that has not been the case, and
unit labour costs have surged (ULC = wage gravpitoductivity growth)
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USA ISM

Manufacturing ISM rose above 60, has not been higher in 17 years
The ISM surprised on the upside, gaining 2.1 p to 60.8, expected down to 58.6.
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USA PMI/ISM Manufacturing

ISM New orders
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A Like the previous month, 16 of 18 manufacturing sectors reported growth in February, just printing and petroleum

down

A 26 groups of commodities were up in price m/m, like in the two previous months. Just one, dairy, was down in Feb. A
large number of commodities were in short supply as well

A

L{a yS6 2NRSNB 6l a dzJ odr

LJ 42 cnoys ¢gKAES al NJ

Al Qa

23



SpareBank €

Global sales down in February toe{% vs. the 2019 level
US sales down, EU sales marginally up, from alow levpt.z @& Qmdpd [/ KA Y|

Global auto sales Global auto sales
90 il ann. rate 90 10 { Rebased, 2019 = 100 L ng”a 7
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A Based on our preliminary estimates global auto sales fell some 1% in Feb, following a 4% drop in January, when sale
EMU & UK fell sharply. European sales did not recover in February, and are down 1/4 vs the 2019 level

A Sales in China may have fallen marginally in February but is still trending upwards, +7% vs. 2019 level
A Sales in EM x China rose in Feb and are 3% below the 2019 level

24



K]
SpareBank €

MARKETS

Exports remained at a very high level in Jan/Feb, imports surged 10% vs. De
No signs of any slowdown in the global or the Chinese economy

China Foreign Trade China Foreign Trade Volume
275 - - 275 X -
USD bn, s.a 275 USD bn/m 275
250 - E ¢ 250 In today's prices Exports P
225 Xxports L 225 250 250
200 - - 200
225 - - 225
175 - 175
|}
150 - - 150 200 - - 200
125 - 125
100 - - 100 175 - -175
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30 - | r 30 100 - -100
10 | - 10
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A Exportsrose by some 2%3 % in Jan/Feb from the very strong level in Decembieii Q& y S¢ 't GAYS KA 3tantdle yhg'siamp 3
last Feb). Ivolume termsexports very likely kept up too. Exports are far above any reasonable trend@atial demand for goods is strong

A Importsrose some 10% in Jan/Feb from a close to record high level in Deduine terms(our price assumptions last 4 m) the lift is less impressive, as we
assume import prices rose sharply (oil and other raw mategialst imports volumes are record high and at least at the lomqterend path.Domestic
demand is OK

A Thetrade surplusis still high, at some USD 60 bn. The surplus has been higher than normal since last March. China is stilbefiuiirig servicegbut it is
narrowing, less Chinese travelled abroad in 2020). The surplus on the @weraiit accounthas increased in 2020 but remains well below previous peiaks
% of GDP, that is 25
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Decent employment growth in February but it is a long way back home
9YLX 28YSyli boTdhdQ O6SELI HAanQuX KA &Il pandeBidtkeadsS |

USA Nonfarm employment Va USA Unemployment vs Fed forecast
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A BmploymentNR2 84S o0& oT QS fY2ai G6A0S NBYVE&AK 615 8B S NBE®E SR Dancls B inkré
thanSELISOGSRE S@OSy AT (KS Lzt A0 aSO02NI ovyz2aitée SRdzOl i Arésga b dzi
remains 20% below par! Toamployment is 12 mill. below the pi@rona trend path, equalling almost 8%

A Unemploymentfell 0.1 pp t06.2%, expected +0.ahchd® | Yy SYLX 28 YSyd A& WwWedzadQ tSaa GKFy o L
participation rate has fallen by 2.8% (1.8 pp), lowering the measured unemployment rate substantially. In a surveyrsomdlrgport that
they had withdrawn from the labour force (and were not searching a job) due to corona related reasons. Most of them plimbalnlyto

return to the labour market, when possible. The close to 8% jobs shortfall may be for real. (In Norway, the equivalais386if
A The Federal Reserve will anyway keep pushing the accelerator hard the coming months 26
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USA Employment during recessions, and afterwards

Change in employment rate in % from the peak before recessions
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Beige book: Reports of upward wage pressuggust a flash in the pan? Prob. n
Still a Modest recovery overall but a optimistic outlook as vaccines are rolled out

The Fed vs the market
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A We assume that the Fed will stay hygivish until
a) Thecorona virusis brought under controAND

b) Theunemploymentrate has returned to well below 5&ND
c) The employment ratehas recovered most of the loss@R

d) There are widespread reports laick of labourAND
e) wage inflationis clearly acceleratingND
f) Inflation has been above 2% for a while

A The question is&WHENthat will happen

A However, last week, gov. Powell once again reiterated
his dovish stance, with some caveats (check next page)

A Growth stillmodest or moderatein most districts past six
6SS1az [FOO2NRAYy3d uz2 UKS CSRQ
the mood, while short term corona trouble did not
» 9 districts reported modest growth
» 1 district reported no change in activity
» 2 districts reported a decline in activity

A Activity indemand for leisure/hospitality serviceemains
subdued due to CovidO restrictions. Bothietail sales and
auto saleswere robust

A Manufacturingon the way up, despite supply chain challenges.
Energy kept expanding. Theusing marketis still going
strong, while the commercial real estate markets are still weak.
House pricesre (of course) still climbing

A Most sectors are reporting further growth amploymentbut
growth is slowing; anddifficulties attracting qualified workers
persisted

A Wage inflationremain modest but many districts are seeing an
upward pressure on wages, which is expected to increase
the coming months

A Input pricesare on the way up, but there was a mixed ability
to increase selling prices

A In sum:Although this report was more positive than the
previous one, we see no reason to expect the FOMC to change
its assessment of the economic outlook, at the meeting on
March 17". Markets probably focused more on the signals of a
tighter labour market
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<10 Year 1.56

2 Year 0.14

SB1 Markets/Macrobond

A Following the recent rise in yields, Fed chairman Jerome

Powell tried to reassure markets that monetary support
g2dzt R 0S dz2LJIKSt R | yR UKL (i
the 12 m inflation rate will get a boost the coming months
due to the base effects from falling prices m/m last spring.
However, markets were not convinced. Rather, the market
believes irfaster growth and a rise in inflationand that

rates will have to be raised sooner than what has been
communicated by the Fed, even if Powell stresses that it
will take long time to return t8? Y I EA Y dzY S Y LJ ;

A Mr. Powell acknowledged that the rise in yields had caught

his attention and statedt L g2 dzZf R 6S 02y O
disorderly conditions in markets or persistent tightening in
financial conditions that threatens the achievement of our
3 2 | Thisdeémbined with his statement that he sees the
current policy as appropriate seemed to confuse the
market more than reassure it.

A In fact, equity markets receded and theS. 10 y treasury

yieldrose 56 bpsT 2t f 26 Ay 3 GKS OKIF AL
However, yields retreated afterwards, and the hike was
anyway not close to the surge in yields Feb 25

A The Fed likely thinks the inflationary pressures we are

AaSSAYy3 IINB GSYLERNIYNEBIZI FYyR
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Oops, house prices accelerated upwards in FebrulllgrgesBankmus revise its paths
Both the house price & the interest rate path. Prices +1.3% m/m, NoBa exp. 0.4%. y/y 9.7% v

Norway House Prices Norway House prices vs Norges Bank's f'casts
_[Existing homes | 47 INOK 1000 per sq.m, s.a 20 F 4
42 -Price level, NOK 1000/sq.m _’ﬂ___,\_/ -42 Implied |evep|, d Dec 2020 fca‘st’ - b
38 152 /—'\/——" " 38 46 -based on annual growth forecasts e Tt -46
. - .-~ |-""sept2020
34 o] - 34 45 /,’ he °p - 45
30 - - 30 Mt
10 oL
5] / T nylyer 437 A June 2020 43
4 /_,v"'“-.,d\-/\/ -
0 N/ -0 42 - - 42
-5 - - -5
-Change % L 41 L 41
1-5: <m/m 1.3
0.57|4 I 1 I | ||I|I|I||||| I || L | - 05 4017 -40
0.5 - --0.5 394 Y2020, — Lo l39
-1.51 --1.5 JAJOJAUJOUJIJAUJIJOUJIAUJIOU
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SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS SB1 Markets/Macrobond

A House prices rose by 1.35% seas.imdfeh up from 0.9% in Jamevised up by 0.2 pp). We expected 0.6%, NoBa (-#eopast
3m/3m, prices are up by 12%, annualised. Pricesipr@.7% y/y, NoBa expected 8.0% back in. Bek2 ppcut in mortgage rates (to
1.8% in average now, from 3.0% last Feb), has been much more important than the corona setback and higher unemployment

» All cities reported higher prices m/m. Oslo at the top +2.5#%sberat the bottom, 0.3%
» Smoothed 3m/3m prices are up everywhere too. Oslo at the top, at a 22% pace! Outer east towns at the bottom, still up @%Let aate
» The number of transactions rose in Feb andlthel is highThe inventory of unsold homes is sliding down again, and it is very low vs sales per month

A The shharp lift in house prices will no doubt be an important factor when NoBa very likely liftsititerest rate path substantiallyon
March 18
30




Consumption flat in Q4, income up 3% (and hist. rev. up), savings rate to 15.
Households spend a lot on goods, buy domestic service consumption still weak, no spending

Norway Household income, consumption
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A Household disposabléncome rose by 3% (nominally)

g/q in Q4, more than we assume&dnd the level is up
3.9% yly. Both Q2 and Q3 income data were revised up;
the level in Q3 by >1%, ditto for the savings rate. In Q4,
the savings rate rose to 15.4% from 13.1%, we expected
up 0.9 ppto 12.9%

A During last yeathe savings ratédas on average been

8% higher than in 2019, and it stiliggnd will most A
fA1Ste 0S aAaAYAfT I NI e KAIKSN
Q2. If so, households will at the end of Q2 have
accumulated extra net savings (national accounts
calculated) equallind2% of their disposable incomer

bhY mMdpn oy®d® ! RSOSyild W21 ff

A In aggregate, households have not reduced their debts,

and just a minor part has covered higher residential
investments, saheir financial assets have increased
substantially, like bank deposits

» By end of last year, bank deposits are NOK 60 bn higher than

the pre-covidtrend (the Q4 data for the other elements of
their financial accounts are not yet published)
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All other countries, regions are still surprising on the upside

Citi surprise index
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A TheEuro.Zones still far up qn the list, even if the economy has slowed. ST — .
Expectations have been adjusted Japan I—
. . . . . Asia Pacific D
A TheUsis well into positive territory to@ and now accelerating Australia — °
. . . Norway [ J |
A Other EMs (x Chinare at the top of the list , well above their average level, and [Sweden - °
Switzerland | [
are on the way up Canada °
China [

A Norwayand Swedenclose to the bottom

= Now ® 1 month ago
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The Calendar

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

08:0JGE [Industrial Production MoM Jan -0.3% 0.0%
08:0JNO [Manufacturing prod MoM Jan |- -0.209
Tuesday Mar 9

08:00GE [Trade Balance Jan 14.5h 14.8b
08:0JNO |GDP MoM Jan 1.4%
08:0JNO [GDP Mainland MoM Jan |-0.6% (-.5 1.0%
10:00NO |Regional Survey: Past 3 monthEeb (0) 0.13
10:00NO |Regional Survey: Next 6 month&eb (1) 0.1
10:0JNO [Financial sector accounts Q4

10:00SW |Activity Indicator Jan

11:0JEC  |OECD Economic outl. Interim

11:00EC  |Employment QoQ 4Q F 0.3%
11:0JEC  |GDP SA QoQ, details 4Q -0.69 -0.6%
12:0JUS  |NFIB Small Business Optimisiireb 96.3 95.4
Wednesday Mar 10

02:3JCH |CPI YoY Feb -0.39 -0.3%
08:0JNO  |CPI YoY Feb 3.1%(3.3 2.5%
08:0dJNO  |CPI Underlying YoY Feb 2.9%(3.0] 2.7%
14:3JUS  |CPI MoM Feb 0.4% 0.3%
14:3qQUS |CPI Ex Food and Energy MoM|Feb 0.2% 0.0%
20:0JUS [Monthly Budget Statement Feb -$162.8H
Thursday Mar 11

06:0JSW |PES Unemployment Rate Feb 4.6%
13:49EC |ECB Deposit Facility Rate -0.5% -0.59
14:3qUS |[Initial Jobless Claims week 725K 745K
18:0qUS  |Flow of funds. Househholds ch4dQ $38174
Friday Mar 1.

08:0qNO |SSB f'casts, 2020 review

08:0qUK  |Manufacturing Production MoMJan -0.89 0.3%
08:0JUK  [Monthly GDP (MoM) Jan -5.0% 1.29%
11:00EC |Industrial Production SA MoM [Jan 0.3% -1.69
14:3JUS  |PPI Ex Food, Energy, Trade Mdédb 0.3% 1.29%
16:0duS  [U. of Mich. Sentiment [Mar P 78.0 76.8
Monday Mar 15

02:3JCH |New Home Prices MoM Feb |- 0.3%
03:0JCH |Fixed Assets Ex Rural YTD Yd¥eb 40.09 2.9%
During the week

CH |Aggregate Financing CNY Feb 900h| 5170h
CH [New Yuan Loans CNY Feb 950b 35801
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A China

» Credit & investmentdata for the first two months will probably confirm no marked
slowdown in the Chinese economy

A USA

» Any signs of highenflation? Probably not at the CPI level in February either but
producer prices are brewing on something

» Small businesselave been reporting slow growth but desperate lack of labour, anc
plans to hike prices and wages

» The Flow of funds statwill reveal how households & businesses allocated their
funds,i.e the excess savings in Q4

A EMU
» TheECBAf f SELINBaa GKS olyl1Qa O2yOSNy *
vaccines and reiterate that the bank will continue to support the recovery by keepil
the monetary policy expansionary

» Manufacturing productionprobably rose further in Jan, even if retail sales collapse:
A Norway

» Norges. | Y1 Q& N&B 3 hasyeen clogeSaiugerdsduring the pandemic, an
it may turn up to be irrelevant this time around too, as businesses clearly a strugg
calibrating their answers due to the highly unusual changes in activity. Still, we
assume businesses will report no growth over the past months, and a gradual
recovery the coming 6 months, a 1.0 index (a 2% growth pace). However, it must
difficult for the respondents (too) to look through the corona & vaccine fog these
days

» We assumeéMainland GDHRell in January, following the far stronger than expected
ANRPGgGK AY 5SOSYOSN®P {2YS aSOG2NmR O2y
services. We doubt the greater Oslo lockdown in the last week in Jan influenced tl
national activity by much

» We expectore (and total) CRhflation accelerated in February

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold 33
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The composite PMI up 0.6 p to 53.2, signalling growth at trend
Both manufacturing and services reported higher growth in February

Global PMI vs growth 7 Global PMI vs growth
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A The manufacturing PMI was up 0.2p in Feb, and signals growth well above trend. Services gained 0.6 p, up to 52.8
A The globatomposite PMI signals a continued recovery indglebaleconomy
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EMU also down, but like in Nov. Both the Chinese PMIs fell as well, while the US PMI rose sh
Sweden at the top, for the4

PMI Composite month in row, a new recoi ~ Composite PMI
Deviation from 50 & change last month
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A 18 countries up, 5 down. 16 above the 50 line, 9 below
A BesidesSwedenUSM & (KS Y2al AYLINBaaA®Ss 020K alNJAGQAE talLa FyR
A The Chinese PMIgIl much more than expected, at least partly due to a subdued New Year Holiday

A The EMU PMls rose, and more than first reported, but remains below 50. Irekrtthe bottom, together withSpainat the
bottom, Germany is still above the 50 line, thanks to a vibrant manufacturing sector

A Indiais thriving (close to the top of the league), whiteissids reporting decent growthBrazilremained in contraction mode 36



Global PMI

The service sector PMI up 0.6 p to 52.8 in February
Sweden at the top for the 2. month in row

PMI services
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Services PMI

Deviation from 50 & change last month
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[
1

A 13 countries/regions up, 7 down. 9 below the 50 line, 12 alpaerd global index 52.8, somewhat below average

A The corona lockdowns to fight the mutated virus took its toll on the service sec@erimany and Franc&he UK PMI,
albeit still below 50, experienced the greatest increase in Feb as vaccinations have gained speed

A Both the Chinese PMIs fell too, but both remained above 50, and do not signal any contraction
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The global manufacturing PMI marginally wqand at a high level!
The PMI up 0.2 p to 53.9, 2.8 p above &wgeden still in the ledd

PMI Manufacturing

Dev from 50 & change last month
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A The global manufacturing PMI rose a tad less than we assumed. The level sig
growth well above trend in global manufacturing sector

» Breadth: 61% of the countries reported higher PMIs in Feb vs. Jan
» A large majority of the countries (80%) are reporting PMIs above the 50 line

Sweden
Switzerland
USA(ISM)
Germany
Taiwan
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Brazil
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A EM down due to China, Turkey. DM up due to EMU, New Zealand & South Kokgae

L{a AY UKS | { NRaSZ o0dzu al NJAUQa t
A Sweden in the lead for the"8month in row, the volatile Danish PMI close to the
bottom, just Myanmar below, we assume for political reasons
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Delivery times are soaring and prices are rising faster almost everywhere
X |y R LibtBnosklydue & specific corona challenged (1 Qa4 (G KS 0622 YAy 3

PMI Manuf. Suppliers' Delivery Times PMI Manuf. Output prices
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A Brexit and partly the covid9 surge may explain some of the delivery problems in the UK, perhaps even in Germany
but production is surging in many countries

A All togetherc rapid growth, longer delivery times and higher prices looks like something more faqralia@ck the next
pages!
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Global PMF Inflation

Prices & delivery times are soaring! Supply or demand?
Prices and delivery times are increasing faster than usually explained by production growth
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Global PMI Manufacturing
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Global PMI - delivery times vs production

Delivery times
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Global PMI - Input prices vs production

Input prices
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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
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Businesses are reporting the fastest price inflation in 10 years, bot&imutput

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

801 <-Input Prices o OECD Inflation vs PMI prices
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inflation, from some 0.5% in rich countries now, up to 2386.
adzOK Aa WI R2yS RSIHtQX a Sy
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However,core Inflationis not that closely correlated to the PMI price cycles

BTW, can you spot the continuous decline in inflation, into deflation at the bottom left chart??
Global PMI vs. OECD inflation
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Core ﬂ A Longer term, wage inflation & productivity is far more
| 0 important for inflation than short term ups & downs in
- the economy/PMIs

-2 A Wage costs per unit produced have accelerated
recently, but we are not sure the productivity & hourly
costs are relevantly measure. Check next padei&
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In the long run: Wage costs are driving price levels & inflation cycles
Before corona: Unit wage costs were drifting upwards to above 2%

USA Wages vs. prices USA Wages vs. prices

800 1 Index 1960=100 L. i - 800 97 5y average growth -9

Price index private cons.
ex. food & energy - 8- -8

,/‘/ /\
7 A -7
400 - -400 6 - -6
Price index private cons.
Wage cost per unit, 5 - ex. food & energy 5
business sector
4 - -4
200 - -200 3 i3
2 A “\‘:‘\"‘ 2
o e 7 \, "n :‘ |
1- Bt
J / L

100 100 0 [ 1 0

60 65 70 75 80 85 90 95 00 05 10 15 20 60 65 70 75 80 85 90 95 00 05 10 15 20

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Wage costs are clearly leading inflation cyclesid over time, wage cost level equals the price level
AtCKS NIYLAR AYONBlIaS Ay [/ GKNBdIdAK fFad &@SIFN gl a OSNE
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Hourly compensation surged during corona due to changes in employment n
The employment cost has slowed during the corona crisis, probably the most relevant measui

USA Costs vs prices USA Labour cost
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A In principle, productivity growth should have appreciated alongside the increase in average hourly labour cost as
measured in the National accounts, as {pmductive sectors laid off workers. So far, that has not been the case, and
unit labour costs have surged (ULC = wage gravpitoductivity growth)
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USA ISM

Manufacturing ISM rose above 60, has not been higher in 17 years
The ISM surprised on the upside, gaining 2.1 p to 60.8, expected down to 58.6.
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USA PMI/ISM Manufacturing

ISM New orders
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A Like the previous month, 16 of 18 manufacturing sectors reported growth in February, just printing and petroleum

down

A 26 groups of commodities were up in price m/m, like in the two previous months. Just one, dairy, was down in Feb. A
large number of commodities were in short supply as well

A

L{a yS6 2NRSNB 6l a dzJ odr

LJ 42 cnoys ¢gKAES al NJ

Al Qa
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USA ISM

Delivery times & prices soar, as customers inventories are emptied
The order inflow is very strong too
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ISM Manufacturing Orders vs inventories
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USA ISM Manufacturing orders

New Orders
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ISM Manufacturing Delivery times vs prices

Supplier Deliveries
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Both indices remain elevated, signalling strong growth in the US manuf. sector
USA Manufacturing Surveys

U SA Man UfaCtU rlng PM I 2 -5 regional Fed surveys & PMI-avg vs ISM
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Markit services PMI stronger, ISM services surprised on the downside
But both service PMis still at high levels, and composite PMI indicates 4.5% growth in GDP

USA PMI/ISM Services USA PMI/ISM vs GDP
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AL{a aSNWAOSa AYyRSE FStt (2 ppdo FTNRY pydr>I gKAES al N
A Now is the time for a huge fiscal stimulus packe@e&d we need ZIRP, forever! (not)
A Well: PMI is g@rowth indicator, not aractivity levelmeasure!The activity level is still some 3% below par
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The composite revised up 0.7 p vs. prelim. est. Services are still well below 50, manufacturing

EMU PMI vs GDP
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A The finalcomposite PMIoseto 48.8 from47.8 in February

» TheComposite PMI is at a 8 mo. low in Germamut the index still above the 50 line. The other big 4 arbabw the water mark, Spain at
the bottom

» The PMI was higher than the initial estimate, but is still not inspiring

A GDP fell by 0.6% in Q4 (2.4% annualised), more than signalled by th@ Réylsow imply a 0:5.0% contraction pace in Q
(-1/4 pp, not annualised), which seems somewhat optimistic, given the sharp decline in retail sales
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