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

The virus

A Most countries are still on the way upfheno. of new coviell9 infections continued upwards in most countries last week. However, both the Uk
and the US are reporting a further decline, in the UK both due to vaccinations and still very low mobility, and in thediBalleeaccinations.
The US is now vaccinating 3% of the population per week. In Europe x UK ju2t%oI9ér week

A Norwayis reparting the 2 highest mobility and ' mot most rapid increase in new cases among rich countries. Some new local restrictions w
AYL2aSR tlFaid ¢SS12 YR Y2Nb 1B (difead). A} istakesIimd taspaedigcingtiony thecyrierfit gréii fate A 3
is not sustainable

A Last weekAstraZenecacknowledged that the company had to reduce deliveries to EU (and subsequently Norway) by 60% in Q2, following a

miss in Q1 as well. EU will receive 100 mill fewer doses, Norway 1 mill less, postponing the assumed date where aladulteased by 1
month.

A Inaddition, both Austria, Denmark and Norwiayadditionto othershavereportedserous blood clot casefllowing use of the A¥accine, still at
very low rate (in average 1 of 100.000), and nothing compared to the increasedl®uigk if not taking this vaccine. Stsldzveralcountrles have
paused vaccination e AZ vaccindfA i G dzNya 2dzi Ad Aa y2d4 al ¥ Spostm).hemﬁlari\ﬂummétEﬁeh iBi§ @
deemed safe (which seems most likely), asatkxers have found a new argument, and vaccine resistance will inaye@aseprobaliy not just for
the AstraZeneca vaccine

A Themainriskgoing forward: The vaccines are not able to cope will withBhazilian variantand previously infected with other strains of the virus
will not be immune vs. this variant

The economy, part

A Global economy

» The OECHDfted its global 2021 growth forecasts by 1.4 pp to 5.6%, of which 1.1 pp due to the US stimulus package decided lasbwibek.
in US is assumed was revised up by 3.3 pp to 6.5%! We have never seen anything like this

A China

» China surprised us this morning by publishing the full Jan/Feb data set, and not just the fixed investment stats, antbndhiEmesual
analysisindustrial production and investmentsre still strong measured m/m, whiletail salesyielded in January, angkrvice sector
productionin FebruaryThe modest New Year festive seasons is very likely to blame for the weakness. If so, no reason @reutitrgrowth
was on the strong side in February too, no squeeze to be seen. The official y/y growth figures the authorises publisbasnane eiseless
GKFYy y2NXYIFf O0RdzS (G2 (GKS O2NRyl O2ftftlLJAS m &SI NJ I 32t @nd that is hoNS
much), Jan/Feb data were better than expected
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Lastweek: Theeconomy, part Il
A USA

» CPl inflationremains muted but both the headline & the core will accelerate significantly measured y/y the next months due to base effect

FTNRY tFaid &@SFENRa O2NRYyIl NBf I (fdluckdNdceste owtbeivaydp, 6rid deinant iMdyinddease &vén nio!
than supply the coming months, as both the use of household savings (the incrdmseideposits according to Q4 flow of funds) and the
extreme fiscal stimulus should lift demand strongly. Wage inflation is still moderate. Howmatrbusinessebavenever been less able to fill
vacanciesthey want to hire more, they plan iocrease compensation faster thannorthal YR 0 NNAY 3 Ay Wdzy S H~n
companies that ar@lanning to increase their selling prictksn since 1982!!

AEMU

»

»

The ECB remains ubeiovish A formal Yield Curve Control was not decided but the PEPP bond buying program will become more frontloz
lifting the monthly QE, obviously to influence yields, at least in the periphery. Italian bond yields fell, German réell rateie inflation
expectations rose

Industrial productionrose more than expected in January but it remains 1.9% below th@gmdemic level. Surveys are still strong, retail sale:
not

A Norway

»

»

»

»

»

Mainland GDHFell less than expected in January and was 1.5% below th@@é&bvel, and 1.6% aboworges. | y{ Q@ &d SNE 2 y I
reported a significant reduction in activity as did trade. Manufacturing and construction grew

b2NHSA& . Iy Qa répdtaditrhyactivity thieS$aspianeiths was down vs. the previduasonths(even if actual GDP grew by3%
pace).The outlook for the coming 6 months is better, especially for household services due to the expected vaccination roktuictidon

and oil services expect a further contraction Il manufacturing sector x oil relatezkpectsdecent growth. Investment plans were revised
further up and now signal growth in Mainland businassestments. Expected wage inflation is higher thal . D& dorecast

Core CPWas up 2.7% yly in February, below consenbug,. Bn@ aven further below our estimate. Total CPI 0.8 pp up 3.3% due to higher
electricity prices yly

Manufacturing productionA a W0 zZaBledst guBideil related sectors

SSEBexpects a muted recovery 2021, with a Mainland GDP growth at 3.2% but accelerating to 3.6% next year, though in sum dn@al td Q:
Dect Q OWagéinflation will accelerateslowly but clearly to above 2 . pldhaSSB expedioBato start hiking in Q4
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Mixed, most countries still on the way up but not faster
Italy and Norway report the steepest increase now. UK,US still in the way down, many are vac

Covid-19 new cases per day - Covid-19 new cases -
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A Vaccines are no doubt keeping new cases down in the UK and the US

A In many other countries, the no. of cases is rising, in some places quite rapidly, like in Norway. Here, the no. ofiusyst
IS increasing too

A The no. of deaths is shrinking most places as the no. of new cases has been on the low side for a while, and the olde
inhabitants are vaccinated in most places
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Still more countries on the way up than down, theé93vave
Few countries are reporting high infection numbers, but more cases reported as the mutants ¢

A The Czech Rejs still at the top but has probably peaked COVID-19, New Cases
I i i i 0 Per 100' persons, % last %
A Norwayis still reporting a very hlgh growth rate, 40% per Wgek, however down 14 G 0 a paoe) & provious woek  last
from 60% last week, and is moving rapidly upward on the list 500 0 500 1000 1500 2000  Now -40 20 0 20 40 60 week
» Regrettably, with a weekly growth rate at 40%, Norway cannot afford to wait for the ﬁﬁiggsep —— o -
vaccines to arrive in large quantities Serbia e 654 ‘ 14
» Mobility in Norway is higher than almost all other countries Sovakia — 22 7
it ilitv i Poland e 517 [ 28
» Some local restrictions are announced, and mobility is on the way down =R 206 s
A The no. ohospitalised patientsanddeathsare lagging, and are still down almost glulgafi? e igg - ?(1)
. . . ovenia e -
everywhere. We have already seen some impacts of vaccination of the Eranes — 467 4
1 Brazil ] 455 [} 20
oldest/most exposed groups (also in Norway) ez P L e
A The mutated, and more infectious virusese taking market shares everywhere, Qu;t]rial — gg: - 12
. . . . . .| Nether! e ]
and are now becoming dominant. Vaccines are still assumed to be quite effecti|spain ° 312 5
I 1 Belgium e 308 9
against the mutated viruses podu — ooa o
USA e 234 » 13
Covid-19 R Croatia - 198 0 21
3.0 Measured over 7 days 3.0 I g\?vlirrzlzzl f :1122 - ‘112 |
Ireland Denmark e 183 P 47
Finland | 159 2
257 r25 Germany » 149 () 9
Ireland e 140 16
UK » 118 14
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Russia » 95 L -9
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Covid19

Pace of vaccinations are accelerating in most of EU/Norway

K]
SpareBank o

MARKETS

But the US is now vaccinating at the fastest pace, 3% per week pace, and >40% are probably

Covid-19 immunity - estimated
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Covid-19 Immunity

% of population (calculated)

0 1|O 2|0 3|O 4|0 5|0 6|0 7IOSum

Israel | 64
UK | 57
USA | 43
Belgium I 39
Italy ] 36
Spain I 34
France I 30
Sweden N 29
Poland IS 28
Austria N | 24
Ireland NN 23
Germany IS 22
Denmark I | 17
Canada N 16
Finland N 13
Norway [l 10

And even more so
in the UK

Covid-19 Vaccinations

1 dose

m Infected m Fully vacc.

SB1 Markets/Macrobond

We calculate the infected rate by assuming a 0.5% infection fatality rate, and a 90% immunity from infection.
We assume those who have been infected are vaccinated in line with others

Administrated, % of popul.

0 20 40 60 80 100

1 1 1 1 1 1 1 1 1 1 1 1
Israel I 107.0
UK | 37.2
USA | 31.6
Denmark 14.2
lcel d . 13.Z
Norway | 12.7
Greece | 123
Finland | 12.2
Switzerland 12.0
Ireland | 1.6
Spain | 11.5
Portugal | 1.3
Italy | 10.9
Austria | 10.9
Sweden | 10.8
Germany Wl Noof doses 10.6
France | 10.4
Czech Rep HH 10.0
Belgium | 9.8
Netherl. || 9.5
Canada || 7.8
World L 4.6
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This was the rotout plan 1 week ago

200

150
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Norway Covid vaccine rollout

% oftotal population atleast 1 dose
A 2nd dose after412 weeks
PfizerModerna, Oxf/AZ

J&J single dose incl from April
CureVac & Novawax
from May

Accumulated

Per month

Jan Feb Mar Apr May Jun Jul Aug Sep

The first shot
per week
% of popul

Jan
Feb
Mar
Apr
May
Jun
Jul

Aug
Sep

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

O~NOOoOOOO~NWE P

Data from FHI, VG, international media

A Norway may reach a pace of vaccination at
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This is the plan now. AstraZeneca cut deliveries by 60% in-D&)ill doses

200

150

100

50

Norway Covid vaccine rollout A We have said it for a while: There is still substantial
_ uncertainty vs. the availability of vaccines, both concerning
% oftotal population atleast 1 dose Accumulated global production volumes and the share EU/Norway will
A 2nd dose after 412 weeks .
PfizerModerna, Oxf/AZ receive
é%ﬂ;‘/g%g?\loos\zx‘;gmm April A Last week, AstraZeneca had to acknowledge that deliveries t
from May 100%. abovas / the EU (and by that Norway) would fall seriously below the
0, . . .
4 promised volumes. Some 100 mill less to the EU, and 1 mill

less to Norway.

A We has assumed Norway could reach at 100% coverage of tt
—un 0 B l l N adult population by the end of May. Now end of June seems
more likely

Per month

Jan Feb Mar Apr May Jun Jul Aug Sep

The first shot
per week
% of popul

Jan
Feb
Mar
Apr
May
Jun
Jul

Aug
Sep

A Norway may reach a pace of vaccination at
4% of the population per week in April

oo absbNE PP

Data from FHI, VG, international media 9



Covid19
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Norway Covid vaccine rollout

200 % of total population at least 1 dose Accumulated
A 2nd dose after 4 - 12 weeks
150 Pfizer, Moderna,
J&J single dose incl from April
CureVac & Novawax
100 --fromMay 100%, above 18y
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Data from FHI, VG, international media
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Hospitalisations on the way down almost everywhere
Italy 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
900 -calculated from.flows - 900
150000 - - 150000
800 - F'Czech Rep 781
700 - - 700 125000 - - 125000
600 - - 600
500 - ¥
Belgium 165 75000 - - 75000
400 - 7lUK 136
USA 133
3001 Austria 125 50000 - SA - 50000
'/Ireland 93
200 - jreland 93
ySpain 83 25000 - - 25000
100 - Germany 53
Denmark 38
j—
0- <Norway 22 0-= ‘ ; ‘ ; ‘ : ‘ ‘ ; : ‘ S 0
M FMAMJ J A S OND J F
20 21
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The deaths: A sharp decline everywhetesxcept for the Czech Republic
Italy is reporting more deaths again (as new cases surge)

Covid Deaths but Covid Deaths
35—D """ ths: 14 davs rate. per 100.000'in| h.CzechRe """""" —35 EW 30— --------------------------------------------- L VY[ 7 T s Lt e - 30
ea days rate, per 100.000 inhab P Deaths, 14 days rate, per 100.000 inhab. Czech Rep 29

B Ya
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Mobility is still trending up everywhere and the viruses are thriving again
Norway is still close to the most open society, at least measured vs. time outside home

Google mobility Time spent outside home

110 110
Feb 2020 = 100

1oo—ﬁ ~-100

90 - N =090
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60 - s 60
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M AMJ J A S OND J F M
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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

FAIKG 3L Ayad GKS GANMYzA ¢

are still well below 1, and the level of contagion is low.
Guess some easing will follow pretty soon

A TheCzechs have closed down again, like never before,
as they are struggling for thé"4ime

a

Google mobility Time spent outside home

100 4 Feb 2020 =100
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20 21
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50

SB1 Markets/Macrobond

Time spent outside home
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New restrictions lowers mobility in Norway, especially in Oslo
The mutated virus is still creating serious challenges, less social contact is needed

Google mobility Time spent outside home A Vaccinations are still running at very low levels, and as
110 g 5550 £ 168 T - 110 the mutated virus spreads rapidly, the observed R will
° r increase further

100—/\3\ - 100

90 4| _ an

50 ]

™

60 - - 60

50 - - 50

40 - - 40
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Global economy

Both retail sales and industrial production up in January
China has not reported Jan data, but x China Jan was pretty strong, even with weakness in E

Global Retail sales, industrial prod. & trade

5.0 1% change vs. Dec 19 - 50

2.5 »
_ e

Retail sales 7

0.0 — P \ / 7 v.U
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Global Retail sales & industrial production

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

8 Change yly \ - 10
°: [
4 : J’/WJ ‘i’\".’\'ﬂ, N )
2- ‘ -0
0- Y S
2] --10
-4 -
- --15
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-107 < --25
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14 - --30
-16 - --35
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A Retail salesose approx. 1% Jan (some countries still missing) even if sales in Europe collapsed. Sales are 2% above
corona level

A Manufacturing productionprobably climbed at least 1%, and is 3% above thecprena level, according to our estimates

A Global foreigntradef St f | GFR Ay 5S0O

odzi Aa

atnatt

nog: |

0208

0

15
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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
20 1% change from Dec 2019 -US 10 10 7% change from Dec 2019 ~China 7
Norway 8 Nor x oil
China 4 %related 4
~Sweden 3 ~World SB1M 3
World SB1M 2 \Sweden 3
Japan 1 ~\Norway 1
—Brazil -1 EMU 1
<UK -3 \
N \\France, 0
~Germany -4 XC‘Japan 0
\\Denmark -5 ltaly O
EMU -5 \|ISouth Korea -1
i USA -1
25 - | \ltaly -10 {[Germany -1
\'Spain -2
30 - --30 MUK -5
35 35 _INor oil related -9
D JFMAMUJJ ASONDJ b JFMAMJJASONDJ
19 20 21 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A Mixed retail sales in January: UK down 8%, EMU down 6%, US-UquE¥b sum still up, also with strong support from
India

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

16
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Look there: Some are 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
100 1 Change % from 2019, 7d avg - 100 150 Ejights, '000 2019 - 130
125 - -125
754 I - 75 WM
100 - = -100
50+ ' - 90 75- o A 75
2020
25 - - 25 5012021 - 50
25 - - 25
o e : ; :
| 20'Change yly - 20
-25 1 ' L ~Mexico -28 0] -
- v <USA -41 ] i
-50 [ r - 2042021 y/ --20
/*N Canada -62 4 y L
-75 - : L -40 - --40
mermany -99 i i
| | )UK -100 aq ] 21 vs "9 .
-100 4~ p S <Ireland -100 60_ L 60
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ \ ‘ ‘ - 0
M AMJ J ASONUDUJFM -804 ?3‘5{° Co 80
20 21 1 31 61 91 121 151 181 211 241 271 301 331 36
SB1 Markets/Macrobond Flightradar24 SB1 Markets/Macrobond

A Air traffic is also recovering, in the US and globally
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US Air traffic is ascending. +80% vs. the late January through
Still almost 50% down vs. the ppandemic level

USA Restaurant reservations OpenTable data USA Airline passengers
10779, change from Feb-20 10 110 1 - 110
04 -0 100 -100
-10 1 - -10 90 - - 90
-20 FLo19 80 - - 80
X -21
-30 - - -30 70 - - 70
-40 - 60 - - 60
-50 “CA- 50 - V - 50
-60 - - -60
40 - - 40
-701 Ny o7 | 30 - - 30
'80_ r ‘80 20_ . 20
-90 1 - -90 10 - 10
-100 - - -100 0 TSA, Feb26= 100 0
M A M J J A S OND J F M FMAMJ J A S OND J F M
20 21 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Takeawayandno-reservationUsS restaurants nahcludedin OpenTablerestaurantreservationdata
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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 %
-12|.5 . -7|.5 . -2|.5 . 2.|5 yly
GDP China — X
South K 0.9
7.5 1% change from Q4-19 PraTi(es |n%l:mes;rea - 20
5.0 india 0.1 ?E'fatf%"a [ g?
%\gm':KeSt '0'41 5 Finland — 2.8
2.5 »South Korea -1. Switzerland — -3.0
Sweden ] -3.0
0.0 ~Norway, ML -1.3 Norway, ML [ -3.1
"':SWeden -2.1 Denmark ] -3.3
-2.5- <USA-2.4 World, SB1M est — -3.4
<Canada -3.2 USA ] -3.5
-5.0 - - ' Netherlands [ ] -3.8
jga?a:é 3.6 Brazil — 4.4
-7.51 - B Japan ] -4.9
° “France -4.9 Geprmany [ ] -5.3
-10.0 - Nltaly -6.6 Canada — 5.4
NUK -7.8 Belgium [ 6.3
-12.5 1 RSpain -9.1 lE'\éIU I gg
naia ] -0.
-15.0 - - -15.0 South Africa | -6.9
: : : Portugal I 7.6
Q4 Q1 Q2 Q3 Q4 France | -8.2
19 20 Mexico I -8.5
SB1 Markets/Macrobond Italy e — -8.9
Philippines I 9.3
UK I 9.9
A We estimate that GDP grew by a 8% pace irg@¥re than double of underlying  |Sain B 110
trend growth, leaving global GDP down just 0.4% y/y. Last year GDP fell 3.4% -12.5 7.5 -2.5 2.5
SB1 Markets/Macrobond
» 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%
A9a: C)QYGNJ-C)GSR FfY2ad 103 'Y 0€é MIRE: I')/I-ZQ { LI AYy O0€e mMmM:d
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Thank you, uncle Sam! OECD Idisbalgrowth projections sharply
The huge fiscal stimulus decided last week will lift US GDP by almost 4% and the world by 1..

World GDP, Q4 2019 = 100 o ,
A Unprecedented upward revisio@ ¥ h 9/ 5 Qa T @QimikhaedMeRhs ( K

—November 2019 projections —December 2020 projections —March 2021 projections 21 prOJeCUOﬂ

A The US growth forecass revised up by 3.3 pp to 6.5%, due to the stimulus
package, which is assumed to boost GDP growth by almost 4 pp

A The spillover to other countriesis substantial, GDP is lifted by 0.5 pp (EMU
& China) to more than 1% (Canada/Mexico)

A still,global GDP is expected to remain beldhe pre-pandemic growth path.
US expected to return to the Q4 2019 production level by the end of Q1

2021!
8 —
2020 2021 2022
OECD March GDP growth forecasts
GDPvsQ4, 2019 9
2020 2021 vs. Nov est
World -3.4 5.6 1.4
United States ——Japan —Euro area 4 Euro area -6.8 3.9 0.3
10 United Kingdom -9.9 5.1 0.9
5 3 |__United States -3.5 6.5 3.3 |
o China 2.3 7.8 -0.2
S U .- o-=ETT T ) India* 7.4 12.6 4.7

-10 1
I SN
0 I I I I I I I I |

United Canada World Mexico Brazil United Japan Euro China
States Kingdom area

-20
2019Q4  2020Q2 202004 2021Q2  2021Q4  2022Q2  2022Q4
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Inflation has bottomed
Inflation in the EMU shot up in Januaayd just not due to VAT hikes

Core CPI Inflation CPI Inflation |
o — - i 5.0 5.0
4.0 ~ Core inflation yly, in % Feb 20 4.0 Feb 20
3.51 - 35 457 EM mean, SB1M r4.5
3.0 - 3.0 4.0- 4.0
2.5 - 25 3.5 -3.5
2.0 - - 2.0 | i
ﬁUK 15 3.0 Ey
1.5- ~USA 1.3 o5 25
10- <OECD 1.2
2.0 n 2.0
0.5 - - 0.5 | A
1.5 \/\A/\, V -1.5
0.0 VAV V Vv
1.0-
-0.5- 05
0.5 Rich countries -0.5
_1.0_\ " " T " " T " " T " " T " " T --1.0 (OECD)
\J M S \J M S J M S J M S J M S J M 0-0 i i i i i 1 1 1 1 \I 1 0-0
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A The PMI surveyseports that the increase in raw material E)_rice_s are pushing both total input and output prices upwards. The correlation to
headline inflation is very close, aadsubstantial lift in headline inflation is now inevitable

A However, thecorrelation to core (ex food, energy) inflatiois far weaker, and central banks_should not and will not panic even if headline
exceeds the inflation target for a while (and the Fed is explicit on this, as it is now targeting the price target)

A Should core inflation increase, which will likely happen the coming months, at least in the US, central banks will redlpagias they have a
reasonable story for a moderate inflation outlook ' A A

A Theinflation outlook RS LISY Ra 2y (GKS o6lyl1aQ aasSaaySyd 27F 2dzildzi 3 LAX 3INE
market and the outlook for wages o ) ) ) o

A So far, banks can afford to wait and see until the pgosvid recovery is well establishéd2 ¢ SOGSNFE (G KI G 62y QG vy S 028151




China: The main takeg

Covidmeasures dampened the Chinese economy in Jan/Feb, no reason to w
No weakness in manufacturing or investments, just in retail sales & service sector production
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China GDP vs monthly indicators - supply

Dec/Q4 19 = 100
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A Chinareported a full Jan/Feb data set this morningyhich was not
scheduledin our calendars! No time foanalysis, just a look at the
headlines!

» Fixed investments were scheduled this morning, see more nest 2 pages

A Industrial production rose0.7% in both Jan & Feb. Measured yly,
production is up 35%, expected 30% but thgsedata arenoe
WAYLIR2aaAot SQ G 2isweladvethelpigcSrdna t N2 |
trend path, and is growth fasteGrowth will now most likely slow

A Service sector productiogrew by 0.6% idan, as in Dec, but slowed
to 0.1% m/m in Feb, clearly due to the muted festive New Year
season. Activity is anyway back to thepaona growth path

A Retailsalesvolumesfell by 1.9% m/m in Jan and grew by just 0.6%
in Feb, according to our calc. We assume the Lunar New Year holide
is to blame for the weak start of the year. Measured yly, sales were
far above expectations

A CPIiinflation hasfalling sharply, and prices agewn 0.2% y/y (from
above +5% at the peak) as pork prices are heading dSwpportive
for real household demand, of courderoducer pricesose further
in February

A Investmentsrose2.4%m/m in both Jan and Feb, faster than over
the previous months. The gap vs. the ym@ona trend is almost
closed. Measureg/y investments were 3 pp lower than expected

A Credit growthrecovered in both Jan & Feb

A Exportswere record strong in Jan/Feb, and imports are more than
hY ONBLEZNIUSR Ay flaio 6SS1Qa al

In sum Covidmeasures kept the economy somewhat back during the

festive season but no reason to expect further weakness
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No credit squeeze in January & February
Credit growth has accelerated moderatealtythe start of 2021

China Credit growth China Credit growth
3.0 m RMB. trl, sa,  Total social financing - 3.0 25 Cha PN P -25
Ex central gov. ’ adtual
2.5+ ‘ | } - 2.5
| | i | 207
2.0- S g | il 4 - 2.0
L1 ‘ | \H
1! ‘ Al
1.57 ¥ | x“,‘ \ i - 15 154
\ “\‘ ‘ ‘
1.0 - S IL - 1.0
10
0.5 | - 0.5
5 - 5
0.0 M1 T 0.0 Total social financing
-0.5- Shadow banking --0.5 0 0
14 15 16 17 18 19 20 21 1 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A In Febtotal credit grew at a 11% rate (m/m, annualised), down from 12% in Jan. Smoothed, the underlying rate may be some 10%, down fromg1286 dt
spring (and >15% during some months). A 10% growth rate is above trend growth in nominal GDP

» Total credit rose by RMB 1tif expected 0.9rl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities).
Seasonally adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 2.3 bn, dowsifnoim 2an

» Bank loans rose by 1tB, but seasonally adjusted 1t®, an the highest growth rate since last February

A Total credit is still up 0.2 pp to 12.5% yly, substantially above normal income growth, banks loans are up 13.2%. THeaskiagowarket contributes with
some Y4 of the total

A Until recently, some feared that the Chinese authorities would push to hard at the brake, in order to reduce the risktfeerabhiildup of a possible debt
bubble.Still, they do not want to strangle the economywhich the strong January & February data signals! 23
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Inflation currently not a problem: Core CPI ticked in at 1.3% y/y, below conse

Core CPI fell by 0.5% Marl

o 3>

USA Consumer Price Index USA Core CPI
6 Change % yly -6 41 Change yly, 3m/3m, ann rate -4
51 5 2-%2@
41 -4 0- - 0
3- - 3 | I
-2 4 --2
2- -2 0.6 | Change m/m i 0.6
1. _%Core1.3 0.4 - - 04
0.2 - 0.2
0 » 0 .
0.0 - - 0.0
L -1 0.2+ --0.2
2 - --2 -0.4 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
SB1 Markets/Macrobond SB1 Markets/Macrobond
Core CPlose 0.1% m/m in February, expected 0.2%. The annual rate fell 0.1 pp to 1.3Un(hat 1.4%), and is far below the 2.4%pre Change m/m -
O2NRYl S90Stz FyR 6St2¢ CSRQa w: GFNBSG 6YSI adzZNBR 0 & inflatorsraty | -
0.2¢ 0.3 pp below the CPI inflation rate). i
HeadlineCPNR &S (2 mMdT: @keT dzLJ FNRY mMom: AYy CSoNHzZ NBX RdzS {2-M&ya = -
Wun /tL LINROSa TSttt o0& mMoOM:® ! aadzYAy3ad nompz LISNI Y2YGK GKS
Clothing, lodging, vehicles, and airline ticket prices saw the biggest decline from previous month -
The annual growth ratewill climb sharply the coming months, just due to the price cuts m/m last spring. Federal Reserve assumes that i
annual inflation rate will retreat thereafter, as prices rose sharply m/m irAlu last year. Thus, the annual growth rates famny to look at,

but still useless. StlII how worried should we digen producer price hikes, surveys telling the same story combined with an unprecedet JAJOJAIOJA
FAaOE abGAYdAf dza G | W2 ff 27T, wakingBdespehtyh ak@umnydaitielimifed spare/chpadiy® We 19 20 21
more worried than normalMore on that on the following pages

Q H nrivhay howl, +@11%Nb&r month? If so, a lift up to 2.1% yly

--0.4
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Something is brewing? Producer prices have turned up, and sharply for cgats
Intermediate goods prices are on the way up tpoonfirming business surveys

USA Producer & consumer prices USA Producer & consumer prices
37 Core, ex food & energy -3 2.5 ¢ore, ex food & energy - 25
Deviation from trend, std. dev. Deviation from trend, std. dev.
Smoothed 2.0+ - Z.U
2 - -2
1.5 1 - 15
/PCE core goods| <PCE core goods|
1- f 1.0 - -
| - - N E
0% . PPI core 05 /\ <PPI core goods |
Yfinished gds 0.0 —= Lo 0.0
- -1
-0.5 4 --0.5
-2 L2 -1.0 --1.0
-1.5 + S T ‘ --1.5
81 | | | | | | o3 MMJSNJMMUJISNJIM
06 08 10 12 14 16 18 20 19 20 21
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A Prices are on the way up, as are delivery timésy R LINR RdzOG A2y A& AYONBIFaAy3a NI L

A However, consumer prices have been rising faster than indicated by finished goods prices. Thus, short term, probably
not that much more price pressure from producer prices

A Looking forward however, the steep rise in crude prices (even ex food & energy), and now followed by intermediate
goods prices are signalling higher consumer price inflation (crude goods are leading, intermediate goods by 4 month
and consumer prices by 12 months)
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ISM has sent a clear message. For the headline CPI, that is
Total CPI will very likely climb substantially, and not only just due to base effects

USA ISM Prices vs CPI USA ISM Prices vs CPI
90 - -6 90 - 6
80 - "5 80 - S
70 - 70 -
-3 Core CPI -3
60 - -t' 60 - -2
-1 <13 ]
50 - 50
i s Al —_ | - : 0
40 - CPlyly. 40+
--1 - -1
30- --2 30- T T T T T T T T T T T T T T T T --2
05 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
A However, the correlation between price indices in the USA ISM Prices vs CPI
ISM (or PMI) business surveys and the core CPI is far 08 corelation, months Total CPI 0.8
weaker than between these indices and the total CPI, °7- 07
check the charts at this page 0.6 0.6
. 0.5 - 0.5
A The Fed; and other central banks are surely right not | 04
to focus on the volatile headline CPI, but more on the ;. 03
core CPI and even more on underlying cost pressures i ¢,- 0.2
the economy, as shown on the next page 0.1 - Core CPI L 01
0.0 A \— 0.0
-0.2 1 --0.2

-12-11-109 8 -76-5-4-3-2-101 2345678 9101112

SB1 Markets/Macrobond
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They plan to hikevage as wellSomething for the Fed to chew on?

USA NFIB small business survey

3 7'st.dev, avg=0 -3
9. Optimism index 5
3 g
0- A {7 °
- v -1
-2 - F-2
-3 --3
3 - st.dev, avg=0 Outlook for Generat Business -3
. N\M Conditions; Next 6m M -
1- - 1
1] M\m/ﬂ e N ,i i
-3 --3
5 -5
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USA Small businesses vs. PMI/ISM

Std. dev, avg = T PMI/ISM |

1- =

‘Mv _NFIB
-1 loptimism
-3 1 --3
-5 --5

7 Difference r
3 1 -3

14 I! , !hh h -1
-1+ W[“'M -1
i Oct '16, Trump L

elected in Nov

-3 ...and lost.in Nov. 20 --3
98 00 02 04 06 08 10 12 14 16 18 20
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A TheNFIB optimism indexose t095.8in Januaryfrom 95.0(expected97). Softened Covidlestrictions, vaccinations and stimulus
checks seems to have improved the outlook for small business owdidtdbusinesses are less optimistic than norpriae
business conditions are expected to worsen, as are own sales! The contrast to ISM/PMI is not unprecedented but striking

A Check this list, just before the HUGE fiscal stimulus is arriving:

» Companies are reporting very aggressiueng plans
» They have never ever been mareable to fill vacant positions

N

» . F NNAyYy 3 Wdzy S

> Theyplan to lift wagesmuch faster than normal

HandsE (§KSNB KI hofe@sk sedirty PricethansiNg 1982 Y LI yASa LI FyyAy 3 227
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Availably/quality & cost of labour is once again the biggest problem
Fewerthan normal are complaining about poor sales! (Just before @B&DP fiscal boost arrives

USA Small businesses Single most problem USA Small businesses, what's the problem?
4 - St.dev, avg=0 -4 4 - Labour 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 v -3
‘ i
/Quality of Labour I
=Not able to fill [+ '-ﬁbour /
<Cost of Labour shortages
cost
L1 T 1
x |<Poor Sales 3
~Taxes 1
) --2
12 13 14 15 16 17 18 19 20 21 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20
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A Incredibly many companies are reportitigat cost of labour, ability to fill vacancies andquality of labourare more
serious challenges than normati sum, almost unsee(it was slightly worse during the 3 months before corona hit,
0dzi UOKFO0Qa |ftfo

A Unusually few companies are complaining abiinéince/interest ratesand abouttaxes(although tax concerns
increased post Bidewin, so far without any taxes being increased, as far as we know)

A And fewer companies than normal are complaingtgput poor sales
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Flow of funds: Where are the money saved (or more precise, invested)?

Ve

'{Y 5S00 Aa y20 NBLI AR o0A0Qa (KS 2LJJ12aAds:

USA Households' assets & liabilites USA Households' assets
6 - Change q/q, & 4Q sum -6 3.5 - Change y/y, USD trl - Total fin assets 3.3
USD trl, annual rate deflated by CPI Other 0.2
5 Deflated by CPI Assets| | 5 3.0 SJEquities+funds 0.2
<Bank deposits+ 2.9
4l 4 2.5- - 25
3.34 trillion 2.0 - 2.0
.
1.5 1.5
2- ' ) -2
& v 1.0 - 1.0
. Wi .
I \V <0.66 trillion 0.5- 0.5
0 [\l A 0 0.0- 0.0
11 -1 -0.5- 0.5
2- -2 -1.0 - --1.0

90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 04 06 08 10 12 14 16 18 20
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A Households have become much more liquid, at least on average during the pandemic

A Households have invested 6% of the increase in their financial assets in equities over the past year
» Net of buybacks, that is. (However, GameStop has not bought any shares back, as far as we know)

A How much of the excess savings in bank accounts will stay there, how much will be spent?? That will decide the fate
GKS '{ SO2y2Yeé O0FyR CSRSN}If wSaASNIBSQa OdaNNByd LIt A0e
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ECB will accelerate the bond buying program, but not control yields, of course
The PEPP programme was not extended, but ECB promised to accelerate buying

ECB Balance - outright operations

T EUR trl

PEPP extended 55 bn/m/

PEPP.org.. 100 bn/m i
|

Gov. bonds 2.4

-2

<PEPP 0.9

Cov. bonds 0.0

15 16 17 18 19 20 21 | 22

ECB Balance

o = N W b OO0 O N 0© ©
1 1 1 1 1 1 1

T EUR bn.

v
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L9

-8

< Total 7.1
[“Gov. bonds 2.4

-5

Bank lend.

X TLTROs -0.1

TLTROs 1.9
Other 3.3

PEPP 0.9
Cov. bonds 0.0

07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23

SB1 Markets/Macrobond

A Programs not expanded, but more QE, now

»

»

»

The ECB recognises that tt@vidcrisis will make a
another dent in GDP in Q2, but lowered its 2020 EMU
GDP growth forecast by just 0.1 pp to 3.9%, perfectly in
fAYS 6A0GK h9/5Qa SadAayYlds
The ECB did not introduce any formal Yield Curve
Control, but Lagarde & co pledged to prevent a
premature tightening of financial conditions

PEPP (Pandemic Emergency Purchase Program) was
initiated at EUR 1.35 trillion, but was extended in Dec,
to 1.85trl, and the bank should buy government bonds
equalling 100 bn/month. The bank has still EURM..0

left to buy. The bank has bought less than promised but
the bank announced that will buy significantly more

the coming 3 months

A Bond yields fell, especially in the periphery
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Norway |
Mainland GDP flattened due to new corona restrict., still 1.6% above NeBa
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Norway Mainland 'core' GDP
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& electricity

100
-
_ %
o
.

- 90

- 88

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb
20 21

SB1 Markets/Macrobond

Ve Ve ~

uasS

K]
SpareBank o

MARKETS

Ve ~

N GKIy SELISOGSR Ay W\

A Mainland GDP fell by 0.2% m/m in Januarye exp-0.5%
(consensus0.6%). Norges Bank assumed 0.1% in Dec MPR.

»

M

M

M

M

M

Once agaifisheries & electricitythe two volatile and not business cycle
correlated sectors, had a material impact on the headline figure: Ex these
sectors, GDBrewby 0.1% in January

Production:Private serviceare no doubt hampered by restrictions, down
1.1% m/mHotels/restaurants & culturentert. (each representing 2% of
GDP!) reported a § 11% setbacKTransport servicedown 4%, as was
activity intrade. Manufacturingvalue added rose by 3.3%

Demand:Exportsx travel rose marginally, whisonsumption Mainland &
businessnvestments, anghublic demandLowerimports, and a2.7% of GDP
faster growth ininventories saved the day, as domestic demand fell sharply
FAYyflFTYyR D5t A& R2¢6y modp: @a GKS
The GDP levas 1.6% higher thaNorgesBank assumed in Dec. Adjusted for
the volatileelectr./fisheries sectors, GDP is down 2.2%

Production: The 4hard hit serviceare down 17% (business services}@86
(hotels & restaurants). The total negative drag equals 3.1% of Mainland GDP.
Other sectors are up, witttade, manufacturing & educatioin the lead.
Constructionis down 2%, even if housing investments are up

Demand:Norwegians are spenditgf Y2 a3 GKS alFYS Ay b
services down 13%, goods up 9%. Spending abroad has fallen by 93%
(equalling 8% of disp. income), and the money is sadedsing investments

are up.Mainland business investmentsive fallen by 7%, whilgl

investmentsare down 6% buboth are now trending upward&xportsex
LISGNRBE Sdzy 6F yR (2 dzNR &Y GordigheRaremot O] ;
spending anything in Norway, a cut equalling 1.3% of Mainland GDP
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However, the Network seems to continue to underestimate activity the past 3 months

Yyl Qa

Norway GDP vs Regional Network
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A Implications

» Norges Bank will probably draw the same conclusion as we

SB1 Markets/M:

--7.5

lacrobond

do: This network is close to uselesgxcept for assessing

the present mood among the respondents

A We expectNorgesBank to lift its interest rate path
substantially at Thursdagheck details here
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A Activity the past 3 months

»

If we take the survey results literally, activity fell b@.8%to
NowJan, annualised vs the A@yt level Actual Mainland
GDRgrew at a 3.4% pac& months ago, theetwork reported
0,3% growth, while GDP rose by a 17% pa&bes the
Network is reporting close to useless data, at least if our
National accounts are total off the mark (and they are not)

A Expectations for the coming 6 months

»

»

»

The Network expect at 1.8% growth pace the next 6 months,
we forecasted 2%. In Noy, the network expected a 0.2%
growthpace{ K2dzf R ¢S LJdzU | yé& @gSA:
assessment of the next 6 months?

The Network might of course be right, even if vaccines will
arrive in large quantities during Q2. The restrictions cannot be
eased before late Q2, a 2 % growth pace is possible

A We think a gradual opening will be possible before June, as the
YPwQ gAff 0S NBRIzZOSR aKI NLX e
Construction is expected to decline, so are oil related industries
(just marginally). Other manufacturers are quite optimistic.
Household services are very optimistic. Retailers do not expect
YdzOK INRGgUGK FNRY KSNBZ FT2NJ 32;

A Even if the growth outlook is muted indeed, companies revised their
investment plans upwardsand are now signalling growth!
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The Network now signals (modest, though) growth in Mainland investments!
After 3 quarters in the doldrums, businesses revised their investment plans up to above zero |
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Norway Regional Network, investments Norway Regional Network, investments
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A Services, which represents almost 50% of Mainlandnesidential investments, were signalling unprecedented,
dramatic cuts six months ago. Still, following a modest decline in Q2, actual investments rose in through H2

A Oil services (not oil companies!) (9% of total) still plans cut, but far from aggressive

A Manufacturers (12%) and retail trade (7%) have revised their investments plans further ugveardsire signalling
strong growth!

A The total Mainland investments index climbed to above the zero linsignalling growth
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Core inflation held steady at 2.7% in February, lower than expected
Headline inflation up 0.8 pp to 3.3% y/y, as we assumed

A CPIATE (ex. energy and taxésflation flat at 2.7% in February;
Norway CPI core
4.0- ; 4.0 somewhat below consensus (2.9%) and our forecast (3.0%). Norg
g | onge e Yy I .yl SELISOGSR Hod: 6580 atw ¥
3.0- | » Prices werainchm/m (s.g, down from +0.4% in January
25 dm e M"\}/\ || Infl. target % » Food, alcohol, rent, airline tickets and restaurants were all lower than
2'0 /\V 2'0 we expected
' ' » Inflation is below 2% for housing, clothing, alcohol, communication ar
1.51 1.5 airline ticketsg others are still above
1.07 1.0 » Imported goods price inflation was up in Feb, but will recede further a
0.5 1 -0.5 NOK effect fades. Domestic services have slowed substantially
06 1 Change m/m, 6m avg (ling) C 06 » Domestic inflation has slowed substantially but remains close to 3%
1 - A Total inflation accelerated 0.8 pp to 3.3%, in line with 8u® Qdué (i
03] C . . . -
- «WMMN\’\W N/_,,WN“V\\ E ﬁ to a lift in the annual inflation rate for electricity.
0.0 - A The price outlook
-0.3 - Seas. adj by SBIM --0.3 » We expect inflation to slow the coming quarters as the NOK
13 14 15 16 17 18 19 20 21 effect fades and wage inflation remains muted. Demand for
Norway Headline & core inflation kets/Macrobond goods will have to decline from a very high level, while the
5 Total CPI "5 WoSIIuSyYy R2gy aSNWAOSAQ gAfft |
41 " anytime soon, even if demand should pick up steam during
37 Q2/Q3
f 7 » Anyway, CPI inflation will not have any material impact on Norg
N Cor=LPI (ATE) | .Fyla YR Y2YySul N L2t AOe UK.
N Covid19 impact on the real economy, and the outlook for the
N recovery.
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Norway Is the one and only that is surprising on the downside, says Citi
All other countries, regions are still surprising on the upside

Citi surprise index

g . 4 - = - 4
Citi Surprise Index St. dev, avg =0
67 - 6 31 - 3
5 Std.dev, avg=0 s 2 “World |
1 e f | i
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2 ,[‘\ /EM x China 14 ] m ' -1
g irk EMU 5] L2
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-3- -3
0 ArtChina, |
4 -4
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_2 4 l_ _2 SB1 Markets/Macrobond
-3- --3
- 4 Citi Surprise index
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18 19 20 21 Latin America E—— ¢
SB1 Markets/Macrobond EMU | {
USA @ |
i 3 H H New Zealand | [ ]
A (_:hma (and Swed(_an$ next to the bottom of the list. Strong Chinese trade data 322 %% — N
lifted the surprise index past week Asia Pacific e
. . . . Australi |
A TheEuro Zonés still far up on the list, even if the economy has sloweahd the C:f,arzéa — ¢
surprises have been less positive lately Japan - ®
. . . . Switzerland | [
A TheUSis well into positive territory too Sweden ] °
. . i China ®
A Other EMs (x China), and Uife at the top of the list , well above their average Norway 1 e
level = Now ® 1 month ago
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Fed will publish hawkish growth forecast but no policy chahgegesBank will do both

Time [Count] Indicator

[Period| Forecast| Prior

Monday Mar 15

08:00NO [Trade Balance Feb 23.1h
09:3JSW |CPIF Excl. Energy YoY Feb 1.6% 1.8%
13:3qUS  |Empire Manufacturing Mar 14.5 12.1
Tuesday Mar 16

05:30JN Industrial Production MoM Jan F 4.2%
10:0JNO |New Home Sales, Boligprod. |Feb

11:00GE [ZEW Survey Expectations Mar 74 71.2
13:3JUS  |Retail Sales Advance MoM Feb -0.7% 5.3%
13:3qUS  |Retail Sales Control Group  |Feb -1.19 6.0%
14:19US  [Industrial Production MoM Feb 0.4% 0.9%
14:19US  |Manufacturing Production Feb 0.2% 1.0%
15:0qUS  |Business Inventories Jan 0.3% 0.6%
15:0QUS  [NAHB Housing Market Index |Mar 84 84
Wednesday Mar 17

11:0JEC [CPI Core YoY Feb F 1.1% 1.1%
13:3qUS  |Building Permits Feb 1750K 1881K
13:3JUS  [Housing Starts Feb 1565K 1580K
19:0QUS |FOMC Rate Decision Mar-17 0.009 0.009

Thursday Mar 18

10:00NO |Norges Bank Rate Decision  |Mar-18| 0.00% 0.009

13:0qUK |Bank of England Bank Rate |Mar-18 0.1% 0.1%
13:3qUS  |Initial Jobless Claims Mar-13 703K 712K
13:3qUS  |Philadelphia Fed Business |Mar 24 23.1
15:0qUS |Leading Index Feb 0.3% 0.5%
Friday Mar 1!

00:30JN  |Natl CPI YoY Feb -0.49 -0.6%
06:00SW |Home-Price Index, Valueguard

08:00NO |Housing Starts Feb

A USA

»

»

The Fedwill stand by its current monetary support policy, and will not be moved by inflation
FfFN¥Y¥AadGa 2N @ O0OAylF A2y adz00Saax &Sio / KI
meeting, stated that the policy will not change before maximum employment and metium
AYFELidA2y 020S w>r I NB NBI OKSRo® | 246 SOSNE
The bank will have to revise its 2021 growti2 Ghagpliy up, both due the vaccination outlook,
and due the two huge stimulus packages that have been decided since Dec. The economy wi
expected to return to its pre corona growth path far earlier than assumed in Dec (early 20227
frdS HnHoO® {dzOK 'y OAYS@AGlIot SO Fyltfearaa
earlierthanthe bank starK I & AYRAOIF G SR ¢KIF GS@OSNJ GKS Ch
Fdzy R LI GKao FyR v9 airdaylrftaoe LIQa (KS SO2y;
Retail saleskyrocketed in January, totally unexpected, even if the first round of stimulus cheq
were distributed. 80% of the extra transfer was saved, and sales are expected down just 0.7%
February. The estimate seems quite optimistic, also due to the winter stéfmusingis booming
as well, and a permits must collapse the alter our vi€lae manufacturingector is booming, the
ISM has not been better in 17 years. No reason to expect a bad February, and if it is, we blarn
weather

A UK

»

Bank of Englands not expected send any new signals but would probably appreciate the
successful vaccination process

A Norway

»

»

NorgesBankwill keep the policy rate unchanged at zero. However, we believe that the rate pa
will be lifted significantly, pushing the possibility of the first hike to Q3, from Q1 next year. If Sc
no surprise for the market, which has discounted that possibility by some 70%. However, we
expect the bank to signal an more rapid normalisation of the signal rate thereafter, by lifting th
interest rate path by up to 50 bps by the end of 2088t4ils next page

New home sales & housing startgere very like strong in February as well

36



K]
SpareBank o

MARKETS

Norges Bank preview: Another (large) lift in the interest rate path, >50 bps?
The signal rate will be kepihchat 0.0% but the first hike(s) will lsgnalledn H221, from H122

Changes in the interest rate path fro

the December NoBa meeting
Domestic demand (incl oil price), capacity util.
Money Market (money market, lending spreacls) -5
Prices, wages

Foreign factors

NOK

Judgement (surveys, fin. stab, global risk etc)

Sum

Changes in NOK FRA's since Dec

7

65

Path 4-20

Interest rate paths

SB1M est Change Fair FRA *)

Path 1-21

bps

@IMM, NoBa

FRA
now

NoBa -
FRA

Q420
Q121
Q221
Q321
Q421
Q122
Q222
Q322
Q422
Q123
Q223
Q323
Q423

0.00
0.00
0.00
0.00
0.00
0.09
0.21
0.36
0.51
0.66
0.77
0.86
0.93

0.00
0.00
0.00
0.01
0.16
0.34
0.52
0.70
0.88
1.06
1.24
1.39
1.54

0.00
0.00
0.00
0.01
0.16
0.25
0.31
0.34
0.37
0.40
0.47
0.53
0.61

0.43
0.36
0.49
0.66
0.84
1.02
1.20
1.38
1.56
1.72
1.87
2.02

0.44
0.37
0.51
0.70
0.89
1.05
1.19
131
1.43
1.52
1.59
1.68

-0.01
-0.01
-0.02
-0.03
-0.04
-0.02
0.01
0.07
0.13
0.20
0.28
0.34

*) Assuming a 35 bps NIBOR spread

A We expect the Bank to ift iigiterest
SPSY Y2NB ol a 2

have added since the Dec meeting

A Our 03 and Q4 estimates im}JIies a 50/50 chance feepat hike(the 1 »
bp in oBaav8|n Q3), and 50

Sept, ora 10
A2S Kt

?S

LISy OAf t SR

nd 50/50 for a. hikei Deg given a hike in
% for'a hike in Dec, given no hike in Sept

KAl Sa

rate pathb
dzNJ WY

(0]

86

What has changed sinde 2 . &z MPR?
A On the upside

»

»

»

»

»

»

Global growthestimates have been revised sharply up
Interest ratesamong our trading partners are on the way up
The oil price(curve) is 14 USD higher than assumedbBa

Vaccines will arrive earlieEven though AstraZeneca once more
have disappointed massively (possible blood clots, and other maj
likely miss cut vs promised on deliveries in Q2) the rollout will very
fA1Ste 6S FINIFKSFR 2F b2NHS
of the population vaccinated before end of Q2 (or now early Q3) v
Q4 in the Dec report. We applied the growth implications of an
SENIASNIEtATOAYIT 2F NBAOGNROGA?2
form NorgesBank in Dec.

Mainland business investmentwill be revised by more than
justified by an earlier r@pening post corona, as will housing
investments

Wage inflationwill be revised up by at least 0.3 pp

A Neutral

»

»

to 50 bps, or
KIy

»

LISNJ & ST NJ

Oil investments the Dec forecasts are OK, as least if the oil price
impact is included already

Fiscal policyeven if a extra measures are decided, seema\ikBa
had expected most of it

o7t 0 G 1AooH the dowrisides RA OF (S&3 (Saa GKIy GKS

NOKis 4% stronger than assumed
TheNIBORNoBadeposit spreadwill be revised up by some 5 bps

0§ KNRdZAK WHH YR WHo 37
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China: The main takeg

Covidmeasures dampened the Chinese economy in Jan/Feb, no reason to w
No weakness in manufacturing or investments, just in retail sales & service sector production
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China GDP vs monthly indicators - supply
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A Chinareported a full Jan/Feb data set this morningyhich was not
scheduledin our calendars! No time foanalysis, just a look at the
headlines!

» Fixed investments were scheduled this morning, see more nest 2 pages

A Industrial production rose0.7% in both Jan & Feb. Measured yly,
production is up 35%, expected 30% but thgsedata arenoe
WAYLIR2aaAot SQ G 2isweladvethelpigcSrdna t N2 |
trend path, and is growth fasteGrowth will now most likely slow

A Service sector productiogrew by 0.6% idan, as in Dec, but slowed
to 0.1% m/m in Feb, clearly due to the muted festive New Year
season. Activity is anyway back to thepaona growth path

A Retailsalesvolumesfell by 1.9% m/m in Jan and grew by just 0.6%
in Feb, according to our calc. We assume the Lunar New Year holide
is to blame for the weak start of the year. Measured yly, sales were
far above expectations

A CPIiinflation hasfalling sharply, and prices agewn 0.2% y/y (from
above +5% at the peak) as pork prices are heading dSwpportive
for real household demand, of courderoducer pricesose further
in February

A Investmentsrose2.4%m/m in both Jan and Feb, faster than over
the previous months. The gap vs. the ym@ona trend is almost
closed. Measureg/y investments were 3 pp lower than expected

A Credit growthrecovered in both Jan & Feb

A Exportswere record strong in Jan/Feb, and imports are more than
hY ONBLEZNIUSR Ay flaio 6SS1Qa al

In sum Covidmeasures kept the economy somewhat back during the

festive season but no reason to expect further weakness
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Nominal investments upup 2.4% m/m in both Jan & Feb, gap almost closed
Investmentsare 4.2% above the Dd® level, and just marginally below the pre corona growth p

China Fixed investments China Investments - nominal & real
80.0 1'Non rural, RMB trl, annual rate / -80.0 50 -Urban fixed asset investments - 50
s R T BT LR SRR - Change % yly
75.0 - . -75.0 i <
_ e I 40 |

70.0_.‘.—"'“".”' 0.0 0. r\ ‘ a0

65.0 - -65.0
1 I 20 \/ \\‘J‘,sm\ - 20
60.0 - -60.0 N\

_ L 10 - - 10
55.0 - -55.0
54 o - 0 T \ 7 0
|_Change % m/m __ B | [T T =ty
-9 - -10 - --10
15 - --15
_ L -20 - --20
-25 7 B B S T -25 Deflated by fixes asset investment deflator
JMMJSNJMMJSNJMMJSNIJIM <S04 =30
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 Measuredytd, investmentsare up 38%, higher than the expected 35%. These growth numbers are of course due to the 25% se
in Jan/Feb last year

A Growth hadbeen slowingn/m sincepeak growth irMarch but accelerated slightly in Jan & Feb

A Inreal terms, investments are up approx. by the same amount as in nominal terms (due to lack of an updated investmeniegrice
we utilise a mix of a producer price index, and a GDP deflator
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Stronghome salesin February,starts are trending up, both at very high levels
Newhomesalesrosesharplyin Jan,while startsfell marginally.Otherconstructionstarts fell in Feb

Construction starts Housing sales & starts

2.00 - -2.00 2.00-b " -2.00
bn sq.m., ann rate n sq.m., ann rate Starts

Housing (commercial)
1.757 ~1.75 1.75 -1.75

r s

1.50 - -1.50 150 - 1 t150
1.25 - i -1.25 WA
1.25 -1.25
1.00 - ' -1.00 / r
1.00 - -1.00
1.9 1 1.9
0.75 A -0.75 e _/E% L
ol —c 0.75 1 1.5:/\[/\/\ :1_5 -0.75
050 T o et P Ve '050 13: :13
Tl 0.50 - 117 11050
0.25 - -0.25 0.9 -bn-sq:m.; ann rate 0.9
JMSJMSJMSJ
J 18 19 20 21 L
000 T T T T T T T T T T T T T T T T 000 0.25 T T T T T T T | | | | | | | | [ 0‘25
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A Nonresidentialconstructionstarts are still trending up, and Feb sales data signals no weakness

A The decline in other building starts is not dramatic and volatility in our even well seasonal adjusted data around year ¢
is not unusual
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No credit squeeze in January & February
Credit growth has accelerated moderatealtythe start of 2021

China Credit growth China Credit growth
3.0 m RMB. trl, sa,  Total social financing - 3.0 25 Cha PN P -25
Ex central gov. ’ adtual
2.5+ ‘ | } - 2.5
| | i | 207
2.0- S g | il 4 - 2.0
L1 ‘ | \H
1! ‘ Al
1.57 ¥ | x“,‘ \ i - 15 154
\ “\‘ ‘ ‘
1.0 - S IL - 1.0
10
0.5 | - 0.5
5 - 5
0.0 M1 T 0.0 Total social financing
-0.5- Shadow banking --0.5 0 0
14 15 16 17 18 19 20 21 1 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A In Febtotal credit grew at a 11% rate (m/m, annualised), down from 12% in Jan. Smoothed, the underlying rate may be some 10%, down fromg1286 dt
spring (and >15% during some months). A 10% growth rate is above trend growth in nominal GDP

» Total credit rose by RMB 1tif expected 0.9rl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities).
Seasonally adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 2.3 bn, dowsifnoim 2an

» Bank loans rose by 1tB, but seasonally adjusted 1t®, an the highest growth rate since last February

A Total credit is still up 0.2 pp to 12.5% yly, substantially above normal income growth, banks loans are up 13.2%. THeaskiagowarket contributes with
some Y4 of the total

A Until recently, some feared that the Chinese authorities would push to hard at the brake, in order to reduce the risktfeerabhiildup of a possible debt
bubble.Still, they do not want to strangle the economywhich the strong January & February data signals! 42
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Credit growth curve showed signs of flattening

X o | NIl 0KSNJ KAIK f SOSHt
China Credit Growth China Credit, GDP
307 Change yly tri. RMB Local i §97t[".'|'|9” 407 change yy % - 40
gov. bonds -7 triiony
25- suion | 351 35
Total social financing 30 - - 30
20 - =20 trillion
Shadow banking 25 -25
15 - x local gov 15 20 Togal social financing 20
/n Bank loans
10 - Bank loans “10 154 13.0
12.5
104 B
5_ -
0 0 Nominal GDF
0 0
5 - -5 -5 - - -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 yeatptal credit has expanded by CNY®E Sljdz €t t Ay3 wHp: 2F D5t 6S@Sy
A Banks supplied CNY &0of the y/y increase

A Local governmentbave not yet accelerated their borrowing by much, at least not in the bond market, still up 3.7 bn y/y
A Other creditc via theshadow credit markei local gov bonds has gained traction over the past year

A Total credit growth at 12.5% is well above trend nominal GDP
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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 1 Total credit growth, yly, RMB tri =29 trillion 250 71h 9% “smoothed
20 - - 20
225 - -22
10 ] I 10 ° Total social financing 5
. - 200 - - 200
0 - - - 0
4 | Credit growth/growthyn nominal GDP \ C 4 175 4 -ﬁ
12" e 150 150
21 -2 125 - - 125
40 - - 40 100 - - 100
20 - /-\ - 20 75 - - 75
7 6.2
0 AV M, AN N~ Q 50 - - 50
| W VYWl ™" 7
-20 {Credit impulse: Change yly in- credit-growth/GDP; pp - | -20 25 - 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 Apositivecredit impulseimplies that the credit growth/GDP ratio is increasing (th&derivative of credit vs the GDP level)
» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in thehimay

A The credit impulse has been in the positive territory since late 2019, but may be peaking. At least growth slowed s@mewnhat
but not further in Jan/Feb
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Interest rates not on the way ujg and PBoGdoes not want to tighten sharply
Some turbulence in late January, probably due to technicalities

China, Interbank Rates, SHIBOR, Fixing
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Chinese core inflation at 0% y/g not problematic
The headline CPI y/y up 0.1 pp-602%, beating expectations #1.3%. The core fell 0.1% m/m

A Total annual CRgrowth has fallen from above 5% in early 20200@% in Feb, expected.3%. The steep decline in headline CPI is due to a
partialreversal of the ultra high pork prices last year. In February, they did contribute further on the downside.

A Food pricedell by 1.0% m/m as pork prices fell 14%. Food prices are up 0.2% y/y. However, the latter is trending dgwn foIIowirf@pwE:&SO
AYONBI A4S RdzS G2 (GKS WLIAI Yl aalONBQ o0agAyS Ffdzo3x | ybRantisiNboverSidie | |

A The core, ex food & energy price indexse by 0.3 pp, and is flat y/y

A Low inflation support real income growttMonetary policywill not respond at low inflation per se, the real economy is more important
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