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Last week 1: The still challenging corona story. However, a Norwegian R at 1.2~

The virus

A Most countries are still reporting more covid9 casesHowever, growth is slowing, no doubt due to new restriction:
which have reduced mobility in several countries, Norway included.

AlnNorwayz 0 KS WwwQ YlIé KIFE@S FrLtftSy (2 mouw fFad 6SS17 2N
at 1.1 would be acceptable as there is not that long before vaccines are arriving in much larger quantities. An R
Is a borderline case, an R at 1.4, which is still the official number, means we are just a very few weeks away frot
reaching serious hospital capacity constraints, even at a national level
» The Norwegian hospitalisation rate has increased, perhaps to 4%, even if the oldest segments of the population are already

vaccinated. The more aggressive mutations are no doubt to blame

A In the US & UKhe pace of vaccination is impressive, and in the US the no. of cases is not increasing, even if mc
now picks up

A Vaccinations in both the EU & Norwagay be slowed down due to the blood clot incidents which are caused by
' 30N SYySOI Qa I OOAYSd [dzOl At e 20KSNJ OSYR2NAR GAff

A The main risk going forwardThe vaccines are not able to cope will with tieav variants of the virusand that the
previously infected with other strains of the virus will not be immune vs. the new variants
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Last week: The economy

A USA

» The Federal Resenlept the signal rate unchanged at @0.25%. The Bank lifted its growth forecast as expected, by 2.3% to 6.5% yA2in Q
vs the Dec forecast. Since last June,@&RP path has been revised by more than 8%P will be back on the ppandemic path in Q21 (and
not in Q%24), and will be almost 2% above in-28. Last June, the Fed assumed GDP would be 4% below. Unemployment is rewiscalndi
inflation up, to above 2% the coming 3 years. So everything has changed? No, the Fed reiteratedgblatyhvate will be kept unchanged until
2024 the same forecast as last June (at least the median FOMC member forecast, some more members expect the policy feR to heyi
2NJ WHo 0O U RST QJE834). Pdvelvstiessed that bank will not hike before actual inflation has reached 2%, and is expected to
above forsometim® ¢ KS YI NJ SiG ljdzSatA2ya GKSmMOKK]Sa A@A RAMD2IANISRKAY
GKS YINJ SO SELISOGSR o Y2yidKa 320 [2y3 F20Q0 062y R & Ar&lyields rasedzNJ
The former at 2.31% is the highest since 2013. The 10y real yi€lcb@eo is up 50 bps from the bottom, but is still extrenmely. Is the Fed
ft2aAy3d UKS YI Ry atdeast. U2 gbviduRrisky ighd¢ bond yields, and an even more aggressive Fed, more QE/Yield cu
control. If actual inflation at that stage turns up, all bets are off. For @tagflation is not our main scenario, but the risk is regrettably >0

» Retail salesell much more than expected (3%) in February, partly due the harsh winter weather but Jan was revised 2 pp up to 8% (core)
stimulus cheques in February but the USD 1,400/person support was distributed in early Mausing startdell, partly for the same reason
but the decline was broad region wise, and permits fell too. Higher mortgage rates may be the culprit but the lag is twrgeally
| 2 YS0dzAf R@IINﬁmﬂhey am&dthigher lumber prices but the index remains at a high Maslfacturing productionfell by 3%, far
more than expected. However, given the strong manufacturing surveys, no reason to worry

» ¢KS t KAf I RSt LKA CSB@bbthWMKHAKSE GNR FAS B dABSHI Ay a |- NOKE 2dzai al
wellb, Chie@MP &S (22 LYy CSoNHzZ NBS GKS L{a AYyRSE g4I Fd OUOKS KA3F
A UK
» Bank of Englandgtill deems the outlook to be unusually uncertain, and policy was kept unchanged; the signal rate at 0.1% and the QE prc
at £894 bn
A Norway

» NorgesBankkept the policy rate unchanged at 0%, and lifted the interest rate path by up to 27 bps, and is now sigriEdf#grobability for a
Sept hike (as we expected), and 25% a second hike in Dec (we expected B@u)ange lifted 2 . pathalose to the praneeting FRA rates
until Q1-23, then NoBa yielded. In the long end of the cuiNeBalifted its curve by up to 40 bps less than we expected, a 1.36% signal rate i
Q424 is still a very low rate, we think, and the risk is still at the upside. The interest rate was lifted for the same weaassismed, vaccines
are arriving earlier, global growth is revised up, rates abroad are up, the oil prlce is higher, domestic demand whiesirarge inflation will
0S KAIKSNH ! Aa0GNRBYIASNI bhYZI | yR &dzo ailuyeivarket rated & telRNOK YoSeyjust Shardidislly, @rtsl
the NOK fell later on Tuesday due to a decline in the oil graned interest rates rose less than they declined the days ledafoe NoBameeting

» Mixed February housing dateéSSB reports high housing staBsligprodusentendar less. However sales are better, the homebuilders assoc.
reports. Total construction starts is flat y/y, housing up, mesidential down
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Mixed, most countries still on the way up but not faster
As we expected, growth in Norway is now very likely slowing amid lower mobility
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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 a bit

ALY Db2NBlIe 3INRPgGK Kla Of SFINIe& aft2gSR> GKS YwQ 461 a& mOPH
will be sufficient to keep the level of infections at a reasonable level until vaccines soon arrives in large quantities

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 most places 5



Still more countries on the way up thadown
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Few countries are reportingery highinfectionnumbers, except someast European countries

A The Czech Rejs still at the top but has peaked

COVID-19, New Cases

A Norwayis still reporting a 25% growth rate last week, down from above to 50% Per 100' persons, % last %
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Vaccinations: EU is still lagging the UK & the US

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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And even more so

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

UK6o | % of population (calculated) in the UK
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AstraZeneca is still not cleared for use in Norway, angameother countries
CKIFIGQa y20 ONRIOAOFET F2NJ GKS NRf f 2 dadhagpeal v ;
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A We have said it for a while: There is still substantial

Norway Covid vaccine rollout _ . : .
uncertainty vs. the availability of vaccines, both concerning

% oftotal populationatleast1dose  accymulated global production volumes and the share EU/Norway will
A 2nd dose after412 weeks .
Pfizer Moderna, Oxf/AZ receive

J&J single dose incl from April

CureVac & Novawax
from May 100%, abové8y

Per month
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per week
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A Norway may reach a pace of vaccination at

Jan
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4% of the population per week in April, o 5
gKAOK gAtft NBRdAzOS 0KS WwQ oO0F2NJ I IAGYSY azZzZOAlf
interaction) quickly

oo absbNE PP

Data from FHI, VG, international media 8
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Norway: Thehospiltalisationrate has increased, probably due to the new virus
Even if the oldest segment of the population is vaccinated

Norway New Covid Cases & Hospitalisations Norway New hospitalisations, % of postive
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A The infection curve is hopefully now bending. IfXot



Covid19

New restrictions lowers mobility in Norway, especially in Oslo
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Curfew in Italy, while France, Belgium, Norway & others lowers mobility
On the other hand: the US is on the way up, as are Spain &HéKuirus still dictates
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Hospitalisations on the way down almog&verywhere, US down 70%!
Italy is theexception,and a new curfew isnacted. And of course the Czech Rep, at ATH (again)
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A Some increase ihospitalisationsn Spain, Ireland too
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The deaths The Czech Rep has peakedharp declineslsewhere
Except fortaly, where a curfew was introduced again

Covid Deaths but Covid Deaths
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Global economy

Jan retall sales, industrial production on the way up

Manufacturing production steady on the way up

Global Retail sales, industrial prod. & trade
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Global Retail sales & industrial production

Memo: Keep in mind the different scales at the chart above
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A Retail salesose 0.4% in Jan even if sales in Europe collapsed, and Chinese sales fell significantly. An 8% US leap se
day. Sales are 2.4% above the-pogona level

A Manufacturing productionprobably climbed almost 1%, and is 3% above thecprena level, according to our estimates
nog@: 6208

A Global foreigntradef St t |

GFrR Ay 5S0O

odzi Aa

atnatt

0

14
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Volatile retail trade data, in sum a flattening recent months, during®3 wave
Manufacturing production is still on the way up

Retail sales volume Manufacturing Production
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A Chinese retail sales were weaker than we expected in Jan, and lowered the outcome by almost 0.5 pp vs. our forecas
However, US sales were revised upwards, and global sales rose by 0.4%

A Global manufacturing production rose in January, but the February print may be the first with a negative sign since las
April, as US production fell by 3% m/m. However, the strongest US manufacturing surveys in decades (Phil Fed the h
in almost 50 years!), and strong surveys in Europe and elsewhere signal a further trend upwards

15
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European restaurants still locked down, while the Americas is opening up
Some US states not far below a normal level.

Restaurant reservations Open table USA Restaurant reservations OpenTable data
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A Takeaway and nereservation US restaurants not included in Ofetble restaurant reservation data

16



K]
SpareBank o

MARKETS

Global airline traffic on the way up
Still 33% down vs. the pqgandemic (2019) level. US passenger traffic down 40%, but up 100%

World Commercial flights USA Airline passengers
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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
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A we estimate that GDP grew by an 8% pace irg @#re than double of Spain R ——— 110
underlying trend growth, leaving global GDP down just 0.4% y/y. Last year GDI 35 ' 75 ' 25 | o5
fe” 34% SB1 Markets/Macrobond
» China, India & the US have reported decent Q4 growth, alongside some Asian countries, UK &
Norway¢ and most others. However, GDP fell in both France & Italy
A In 2020,China grew by 2.1%, New Zealand 0.2%, all others down
A Sweden3%, Norway (MainlandB.1% and US3.5%
Ag9a! O2y iGN} OGSR FtyYvY2ald w23 'Y o0& wmMmE:> YR {LIAY 06& MM:®
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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 |
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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 Olsgé




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

China GDP vs monthly indicators - demand
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China GDP vs monthly indicators - supply
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A Industrial productionrose 0.7% in both Jan & Feb. Measured
yly, production is up 35%, expected 30% but these y/y data are
Y26 WAYLIRaaAaofSQ (2 dbdvéthepmnld
corona trend path, and is growth fast&srowth will now most
likely slow

A Service sector productiogrew by 0.6% in Jan, 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 thecprena
growth path

A Retail sales volumeell 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 holiday is to blame for the weak start of the year. Still,
measured yly, sales were 1.8 pboveexpectations

A CPI inflationhas slowed sharply, and prices a@wn 0.2% y/y
(from above +5% at the peak) as pork prices are heading dowr
Supportive for real household demand, of courBeoducer
pricesrose further in February

A Investmentsrose 2.4% m/m in both Jan and Feb, faster than
over the previous months. The gap vs. the-pogona trend is
almost closed. Measured y/y investments were 3 pp lower
than expected

A Credit growthrecovered in both Jan & Feb, no credit squeeze

A Exportswere recordvery strongin Jan/Feb, and imports are
more than OK

In sum: Covid measures held parts of the economy somewhat
back during the festive season but no reason to expect further
weakness
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Growth up, unemployment down, inflation upBut zero interest rate until 2024
More FOMC members expect hike in 2022 (4 vs. 1 in Dec of 18), or in 2023 (7 vs 5 in Dec)
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A The market is discounting the hike in Q4 2022

Following a steep lift in rates Thursday & Friday, the
market is now discounting hikes by the end of -Q
2023, 2 more than what was expected in Exéd

A The target rate was left unchanged ab®5%, as expected, and
the majorityof FOMC members expects an unchanged signal ra
at least trough 2023, like they did idec last yealNo change on
QE eitherUSD 120 bn per month in Treasury bonds (80 bn) and
mortgage bonds (40 bn)

A The assessment of tteurrent stateof the economy was adjusted
upwards, andyrowth projectionswere revised sharply upwards,
unemployment down, and inflation up, check next page

A Powell reiterated that rates will not be hiked before inflation has
reached 2%, and is expected to stay above 2%. He stressed the
( Tdzy RI YS)[,QI- f OKIyYy3aS Ay 2dzNJ ¥
actpreSYLIi A @St e o6laSR 2y FT2NBOI
actual data»

A¢KS AYRAOGARdAzZ £ Chal/ YSYOSNEQ
reveals that the mood is gradually changing. 4 of 18 members
assume a hike in 2002, iqom 1 in Dec, and 7 assumes a hike in
2023, up from 5. In June, 2 more, and the median one tick up?

A Markets may have expected a somewhat less dovish signal fror
the FOMC or comments from J Powell. Interest rates fell
marginally, and the equity marked surgedo hikes before 2024,
at the earliest! However, interest rates surged both Thursday &
Friday

A The market does not believe in the Federal Reserve anymore
For good reasons, we think. Will confidence in the Fed erode
further? No unlikely, and quite worrisome 21
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Big time revision of economic forecasts. GDP soon back on track (and then ¢
Since last June the FOMC has lifted its GDP path bStBBlO change in its interest rate path

Percent
Median USA FOMC GDP forecasts
Variable 2021 | 2022 |2023 | Longer 112 Mar 2020
run 110 Q4 levelgnot annual avg) 109.7
Change in real GDP 6.5 3.3 2.2 1.8 108 : - '
December projection 4.2 3.2 24 1.8 103.9 -z
' 106 > 5
4 103.9 -~ >~Dec 2020
Unemployment rate 4.5 3.9 3.5 4.0 104 Dec 2019 Ve ec
. . . ‘ - |
December projection 5.0 4.2 37T 4.1 1020 Lo 103.4
102 -
PCE inflation 24 20 21 1 20 _e=-" 101'7/
December projection 1.8 1.9 2.0 : 2.0 100 97 6
| .
Core PCE inflation® 22 20 21 98 98.2
December projection 1.8 1.9 2.0 : 96 une 2020
Memo: Projected : o4
appropriate policy path | 92 93.5
|
Federal funds rate 0.1 0.1 0.1 2.5
|
December projection 0.1 0.1 0.1 : 2.5 2019 2020 2021 2022 2023

A The 2.3%ipward revision of theW H m FDXbQnlasitliesecond largest ever. GDP is expected to return to thecprenatrend pathin Q4-21, and notQ1-24,
as implied by the Dec projection. From 2022 GDP is expected tatsbagthe p-c trend path. From last June, the path is revised up by 5%, and then the
economy was expected to remain #8lowthe pO G NBY R WTF2NBISNDP® b2gr (KS S02yDHYd NBF RS WHE QB

A Unemploymentin Q421 was revised down by 0.5 pp 4.5%, and is expected to decline further to 3.5% 2023, lower than the assumed NAIRU at 4.0%

A PCE core inflatiois expected accelerate to 2.2% by-@P, butthen return to 2% in 2022, and then slightly up to 2.1% in 2023. These forecasts signal tha
Fed is serious vs. its aim to average inflation at 2% over time, by allowing inflation to stay above 2%, if it has bebe beriget. In addition, Powell
WLINE Yhat fo ike®@n forecasts of higher inflatidwit will wait until actual inflation has come up to 2%, and is assumed to remain above 2%

A The long term neutral Fed funds rate is assumed to be 2.G#ek). Thus, the bank plans a substantial monetary stimulus the coming years 22
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| KIANXYIFY t2Sff NBAGSNYOSR G4KS CSR
Xodzi YIFINJSGa 2dzad aKNHZAISR Al 2FFT 2y 0SS I :
USD 3 m LIBOR FRAs

2.75 4 ~2.75 A Following the recent rise in yields, Fed chairman Jerome
222 [ Powell tried toreassure marketshat monetary support )
200 500 g2dzt R 0S dz2LJIKSt R | yR GKI u
175+ . the Fed conducts major revisions of its growth &

1.50 - -1.50 unemployment forecast, and lifts its inflation forecasts

1.25 4 -1.25 . . .
100 | <Dec A However markets were not convincedhot this time

0754 0.75 either. Market is discounting the Fed to hike in Q4 22, and
o2, it I _

0.00 | 0.00 Long term ratesose sharply Thursday & Friday, the 10y
Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar gov bond y|e|d to 1.74%

20 21 A
s A Are we witnessing a lack of confidendey’ CSRQ& L
stance? Close to, and this is not a good sign. Lack of
900 O2YFTARSYOS AY CSRQa O2YYAU
e increases the risk for a further increase in long bond yields
e hm 10 Year 1.74 ¢ and a higher risk for a stagflation scenario

1.50 W
\ A Should that happen, all bets are offhe Fed could wage a

USA Government bond yields

1.25 +

00 war on the market, increasing QE sharply in order to force
0'75_ \W long bond yields down

0'50_ | A Ifinflation at that stage picks up steam, even more bets are
. LA 2FFTP | Wx2f {SNI Y2YS8SyiQ Oy
= e Ao e g [ 2YeBI 016 at one stage will take the helm at the Fed. Under a

0.00 - | :
JJ FMAMUJ J A S ONUD J F M preS|dentTrump??

20 2 A The Fed should no doubt have lifted its interest rate
forecast in order to strengthen its credibility.
Check more here on the implication for asset aIIocation23
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A tad colder in February but good reasons to expect a much hotter spring!
Most indicators surprised at the downside in February but the coming months will be strong

USA Demand/production

*lchange fromJan'20,%

- 30

- 20

/Core retail, vol 10

- Building permits 10

A0 N

S50 o

B0 o

- Exports goods, volume -3

<Manuf. prod -4

JFMAMJ J ASONDJF
20 21

SB1 Markets/Macrobond

A Retail saleggoods) up almost 8 % in
January, and fell 3% in Feb, at least partly
due winter storms. The level is anyway OK

A Building permitsfell 10%, still remaining at
a high level

A Investment ordersex aircrafts/defence are
up 8% vs last Jan, and flat including aircrafts
Feb data out this week

A Exportsremain below par but are still on the
way up, now just 3% below Jan last year, Fel
data this week

A Restaurant saleare down 17% (in value
terms), but will increase sharply the coming
months

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

A Nowcastersare now signalling 6% growth
(annualised) in Qg or up 1.5%. If so, GDP is
FftyY2aud o0l Ol u@stllioKS v
course, below the preoronagrowth path
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Retalil sales down 3% in Februagyout Jan sales revised up 2.2 pp to +7.6%!
Stimulus checks spent in Jan; bad weather curbed sales in Feb; new checks, new rebound in

USA Core retail sales

1159 Feb 2020 = 100, Volume A 115
- Core sales; exauto,
105 - gasoline, building mat & restaur. - 105
95 - _’/-/\r/-" - 95
85 - — - 85
1% 3m/3m; yly r
10- p
0 - MNV\;\M\/‘ L 7
-10 A --10
10.0 -10.0
5.0 + - 5.0
0.0 (=mm—m—na i o no—ui I 0.0
-5.0 1 -12.8% | SS'?"@
17 18 19 20 21 22
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“'Value, m/m, %

USA Retail sales

O =N W S 01 O N 0 ©

1
—_

Oct Jan Feb

-3.0 Total
<-3.5 'core’
20 21

Ex. auto m& ex. build mat./food serv. (core/control)
SB1 Markets/Macrobond

Sep Nov Dec

== Total

A Total nominal salegell by 3.0%expected0.5% (No help from all big datgor are the economists just not in touch, just like in January?)

»

¢tKS NBGAarAz2y 2F WLy

al t Sa

RFEGF A&

WONI T &@Qd hNRIAAYyLEteayx SO02y2YArali

SELISOGSR M3 3N

A Core sales of goods-control group, excludes auto, gasoline, building materials & restaurants) in Jaip tev+8.7%, from 6%. The 3.5% setback in Feb is

WANNBE SOFyidQs 00KS

f SoSt

Aa

ale

KA3IKH

A Check details next pagsales were down everywhere bsiill huge discrepancies between sectqrestaurant {ncl, in the total) is still down 17%

A We expected the February number to come down somewhat after the surge in Jan, but the cold weather in Texas and aeat$laires@ulled the figure
down even further

»

t NBAARSYd . A
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Please check this Phil Fed survey: Just March, April 1973 better than March
And input prices are rising faster than anytime since 1982. Output prices sharply up too

USA Philadelphia Fed manufacturing surve Philadelphia Fed Manufacturing survey price
60 - 60 44 = -4
St.dev, avg =0

50 - 50
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A So what is going on??

A Activity is rising from a level that is not low, neither are prices

A¢KS YIAY AYRSE akK2id dzJ 2 pmoyr SELISOGSR dzLJ 2 Ho PH
» The average of the most relevant sirices are just as strong as the headline (general assessment)
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Housing building permits down 10.8% in Feb, but still th¥ Best in 15 years
Starts also down 10.3% m/m, level still OK

USA Housing permlts starts Housing starts

2.50 - -2.50 1.50 ~ i : -1.50
Mill, annual rate 18 Starts pr 100 inhabitants, annual rate, smoothed
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A Bothpermits and startswere slightly lower than expected. Howevkagth are at high levelg and permits are at the highest since
2006 (but still below the lat2005peak)

» Starts are up 17% yly
» Permits signal more starts

A Housing starts are not dtighlevel per capita vs. historfloweverf A 1S Ay Fff 20KSNJ NAOK O2dzyid N
many citiesand population growth is slowingdousing &arts have been trending downwards in most countries over several decad

» However, not in Norway the past 30 years. Because we love our homes (and our low interest rates, vs our income expectations)

27



Norges Bank to lift rates-P times in H2
50% chance of a hike in September, 25% for another hike in December

Norges Bank Interest rate path changes

1.501 NoBa last - 1.50
1.254 - 1.25
1.00 4 - 1.00
0.75 - 0.75
0.50 - - 0.50
0.25 - - 0.25
0.00 0.00
-0.25 1 --0.25
0.30 +Change in path to March from Dec -0.30
0.20 - -0.20
0.10 - -0.10
0.00 : 0.00
19 20 21 22 23 24
Norges Bank, SB1 Markets/Macrobond
Interest rate paths
Change SB1M Fair FRA *) FRA NoBa -
Path 4-20 Path 1-21  bps fcast @IMM, NoBapre meet. FRA
Q121 0.00 0.00 0.00 0.00 0.42
Q221 0.00 0.00 0.00 0.00 0.36 0.35 0.01
Q321 0.00 0.01 0.01 0.01 0.46 0.44 0.03
Q421 0.00 0.13 0.13 0.16 0.63 0.62 0.02
Q122 0.09 0.31 0.22 0.39 0.80 0.79 0.02
Q222 0.21 0.48 0.27 0.56 0.96 0.95 0.01
Q322 0.36 0.63 0.27 0.73 1.08 1.09 -0.00
Q4 22 0.51 0.75 0.24 0.90 1.19 1.21 -0.02
Q123 0.66 0.86 0.20 1.07 1.29 1.33 -0.03
Q223 0.77 0.96 0.19 1.24 1.37 1.42 -0.05
Q323 0.86 1.03 0.17 1.39 1.43 1.50 -0.07
Q423 0.93 1.09 0.16 1.51 1.50 1.55 -0.05
Q124 1.16 1.57 1.61 -0.04
Q224 1.23 1.64
Q324 1.30 1.70
Q4 24 1.36 1.76

*) Assuming a 35 bps NIBOR spread from Q2-21
|Q4 FRAs adjusted for liquidity prem
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A Norges Bank kept thkeey policy rateunchanged at 0%, as expected.
Howeverthe rate pathwas significantly lifted once more, and pretty
close to the FRA&urve (table to the lift, chart next page)

A The Dec MPR indicated the first rate hike in Q1 2022, the Bank now
signals a 50% chance for a hike in S&htand given a hike in Sept, a
25% chance of another hike in Dec. No hike in Sept will mean that a
Dec hike is evident very likely, even a 50 bps is partly priced in

A Vaccingy Sgas aGNBY3ISNI IAINRGGK 2F (NI
US stimulus packagea further rise irhouse priceshigherprices and
wages high savings rates (indicating future spending), as well as a
significantly higheoil price contributed to the rate path adjustment.
The outputgap will be fully closed by end §i4-21,and not inQ2-22,
which also explain the change of timing of the first rate hike (more
details next page)

» Norges Bank stresses the uncertainty regarding the vaccines and the impact on
the economy

A Evenifb 2 . pafhdwas very close to the FRArve, the FRAs rose by
up to 25 bps & the NOK immediately appreciated some 0.6%. In the
front end, ourf Q QMasicipse td 2 . pathdut at the far endNoBa
was far more dovish than we expected. OurZ3forecast was 42 bps
022 KAIKH .dzi 6FAd IyR aSSXx

A28 SELISOG R2YSaiArAO RSYFYR F2NJ a
virus is brought under sufficient control and restrictions eased,\aad
therefore expect NoBa to raise the interest rate path further at their
June meeting, eventually in September

A Thus, there is still anpside risk in the short end of the curve
28
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The new path spot on market FRAs but rates still resargianally
FRASs up approx. 5 bps on rate decision, following a somewhat larger decline justhheBameetin:

Norway 3m FRA Norges Bank Signal rate forecast vs market
2.00 - -2.00 1.50 - NoBa | 1.50
1.75 1.75 =t
27 B 1.25 - /0125
4
1.50 4 an FRA curve,
1.00 - NIBOR spre - 1.00
125'1 © Tiev
0.75 - - 0.75
1.00 - | -1.00
0.75 4 | o 0.50 - 0.50
0.50 - =Sept 21 0.47 0.25- - 0.25
\ <3m NIBOR 0.41 ] /
0.00 - “NoBa depo 0.00
M AMUJJASONDUJFM -0.257 --0.25
20 21 18 20 22 24
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A The FRA curve had retreated somewhat in the week before the NoBa meeting, likely on the basis of increased spreadsoifitNeitay along
with Uberdovish central banks among the trading partners. The Bank, however, was firm in its belief that the virus is dtdhéhemoad

» FRAs rose by up to 5 bps, and the NOK rose slightfore being dragged down by a lower oil price last later last Thursday
A We expect Norges Bank to start hiking in Septentiesed on 3 assumptions
1) A successful rollout of vaccines that makes it possible to reopen most of the service sector as the no. of hospitatidateatbsiare reduced during H1

2) A rapid recovery in domestic demand for theapened services

3) No meltdown abroad, no further vaccine complications
29



NoBa: The virus will be brought under control and growth is imminent
The output gap will be closed by the end of 2021, house prices will continue upwards
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Norway House prices vs Norges Bank's f'casts
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A Mainland GDPF QO & {
bnzo: 02 odm:
1.1% from 1.5%

A Mainland business investmentaere revised sharply up, as we
expected.Oil investmentsare expected to decline less than

indicated in the Dec. reportiousehold consumptions revised
R2¢6y AY QHMZ dzLJ AY WHH

A Theunemploymentrate ¥ Q Gdr 2082 was revised marginally
down. A gradual decline to a normatempl level is expected by
2022

A The output gapis now expected to be closed by the end@$
21. In the Dec MPR the gap was forecasted to clogg22022

A Wage inflationis expected at 2.4% in 2021 and 2.6% in 2022, up
0.3% and 0.4% respectively

A The NOK has appreciated and the forecast is lifted by 4.5%

A Even if the output gap and wage inflation is revised up, core CPI
inflation is expected to slow faster than expected in the Dec
MPR. The Bank argues that lower imported inflation will dampen
inflation. We think thisT Q Qs th inost uncertain in the report

A House price inflationis expected at 10.1% this year and will then
subside to 3% next year, according to the bank, who had to
substantially raise house price expectations for therth time

A The Bank expectsredit growth to be somewhat higher than
growth in disposable incoméiousehold savingare expected
down 9 pp the coming years, supporting a strong recovery in
private consumption (almost entirely abroad, that is)

NBEOA &SR dzL) ndm:
AY WHHT | YR UKS
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Oops, some weak data last week
A broad decline, and more than can be explained by cold weather in parts of US. The level sti

Citi surprise index

Citi Surprise Index

47 st dev, avg=0 T4
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Std.dev, avg=0
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SB1 Markets/Macrobond
-3- --3
4- 4 Citi Surprise index
St. dev, avg =0 -1|.5 -1|.0 -0|.5 0'.0 0.|5 1.|0 1.|5 2.|0 2.|5 3.|0
54 : : : ‘ : : ‘ : : : -9 Latin America L[]
UK I e
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SB1 Markets/Macrobond ** World ** ] ()
USA | [ ]
i 1 H H CEEMEA | [ ]
A Barring C.:ana.ld,athe surprise index is down everywhere last moqtbut the global ~ [7==5-" — o
average is still very strong, far above average Canada om
] . Switzerland [ | [ ]
A UK and EMUs at the top of the list Australia I e
. . . . . Norway I @
A Emerging markets x China still surprise on the upside China —
. . . . . New Zealand | [ ]
A TheUSsurprise index fell sharply due to weak housing, retail & manufacturing datJapan I— °
Sweden I [ ]

= Now ® 1 month ago

A China (and Japan) at the bottom of the list
SB1 Markets/Macrobond A
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The Calendar
March prelim. PMIs, US durable goods & personal spending, NAV unemployment

Time [Count] Indicator

[Period|Forecas] Prior

Monday Mar 22

13:3JUS  [Chicago Fed Nat Activity IndexFeb 0.72 0.66
15:0QUS  |Existing Home Sales Feb 6.50m  6.69m
Tuesday Mar 23

08:0qUK  |ILO Unemployment Rate 3MthgJan 5.2% 5.1%
13:3JUS  [Current Account Balance 40Q -$188.81) -$178.5
15:0qUS  |New Home Sales Feb 876K 923K
Wednesday Mar 24

01:30JN PMI Manufacturing Mar P 51.4
08:0qUK  [CPI Core YoY Feb 1.49% 1.4%
09:19FR  |PMI Manufacturing Mar P 56.4 56.1
09:19FR |PMI Services Mar P 45.5 45.6
09:3JGE |PMI Manufacturing Mar P 60.6 60.7
09:3QGE  [PMI Services Mar P 46.9 45.7
10:0JEC  |PMI Manufacturing Mar P 57.9 57.9
10:00EC [PMI Services Mar P 46.0 45.7]
10:00EC |PMI Composte Mar P 49.1| 48.8
10:3QUK  [PMI Manufacturing Mar P 55.0 55.1
10:3qUK PMI Services Mar P 51.0 49.5
13:3QUS |GDP final est/details QT 4.1% 4.1%
13:3qUS  [Durable Goods Orders Feb P 0.8% 3.4%
13:3qJUS  [Cap Goods Orders Nondef Ex fkieb P 0.6% 0.4%
14:45US  [PMI Manufacturing Mar P 59.5 58.9
14:45US  [PMI Services Mar P 60.1] 59.8
16:00EC [Consumer Confidence Mar A -14.5 -14.9
Thursday Mar 25

13:3Jus  [initial Jobless Claims [Mar-2d 738 770K
Friday Mar 2!

08:00NO [Credit Indicator Growth YoY |Feb (4.9] 4.90%
08:00NO [Hotel guest nights Feb

08:0QUK [Retail Sales Inc Auto Fuel MoNFeb 2.1% -8.29
09:30SW  [Retail Sales MoM Feb 3.4%
10:0JGE |IFO Expectations Mar 95.1 94.2
10:0JNO |Unemployment Rate Mar 4%(4.1 4.3%
10:0JNO |Total unempl. '000 Mar 128.9 128.5
13:3qUS  |Advance Goods Trade BalancgFeb -$85.64  -$83.7h
13:3qUS  |Personal Income Feb -7.09 10.09
13:3JUS |Personal Spending Feb -0.7% 2.4%
13:3JUS  |PCE Core Deflator YoY Feb 1.5% 1.5%
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A PMI

»

The preliminary PMIs will return the first glimpse into global economic activity in Marct
We expect growth to remain strong in the US, where the Phil Fed index shot up to the
highest level since 1973 (!), with price indices surging. European manufacturers are
blooming, while services are strugglipgnd weak numbers are expected in March too.
The global PMI rose sharply in February, and signal growth at least on trend

A USA

»

»

Durable ordershave surprised on the upside recent months, especially investment goo
orders that are far above the pygandemic level. At one stage growth will slow, but
probably not the coming months

Personal spendinghot up 2.4% in January, as some 20% of the USD 600 cheques
distributed (stimulus bill no. 1) in early January were spent. Jan will be revised up (like
retail trade), but spending very likely fell in Februatyut will still remain strong. The'2
oAfttQa ! {5 modnnann OKSI|dzSa NS It NBIR& R
March. The savings rate is still far above normal level, ready to finance spending on re
opened services from Q2

A Norway

»

»

9OSYy AT a2YS nnQ LISNE2YyAaA Y2NB GKIy y2N
NAV unemploymenhas remained flat, seasonally adjusted. Weekly continued claims
data signal in March but the recent restrictions may have increased the inflow in the la
part of the month

Credit growthis accelerating but very slowly, we are not witnessing a credit boom ever
interest rates are record low
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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

China GDP vs monthly indicators - demand
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China GDP vs monthly indicators - supply
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A Industrial productionrose 0.7% in both Jan & Feb. Measured
yly, production is up 35%, expected 30% but these y/y data are
Y26 WAYLIRaaAaofSQ (2 dbdvéthepmnld
corona trend path, and is growth fast&srowth will now most
likely slow

A Service sector productiogrew by 0.6% in Jan, 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 thecprena
growth path

A Retail sales volumeell 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 holiday is to blame for the weak start of the year. Still,
measured yly, sales were 1.8 pboveexpectations

A CPI inflationhas slowed sharply, and prices a@wn 0.2% y/y
(from above +5% at the peak) as pork prices are heading dowr
Supportive for real household demand, of courBeoducer
pricesrose further in February

A Investmentsrose 2.4% m/m in both Jan and Feb, faster than
over the previous months. The gap vs. the-pogona trend is
almost closed. Measured y/y investments were 3 pp lower
than expected

A Credit growthrecovered in both Jan & Feb, no credit squeeze

A Exportswere recordvery strongin Jan/Feb, and imports are
more than OK

In sum: Covid measures held parts of the economy somewhat
back during the festive season but no reason to expect further
weakness
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Industrial production up 0.7% Iin Feb, level 3.5¥ovethe pre-coronatrend

China Industrial production
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A Production is 8.3% above the Dec 19 level and some &B%ea reasonable preorona growth pathRather

impressive!

» The officially reported growth was 35.1% y/y, while our calculated growth was 4529%0 S

F3FAYy WaAt

feQ ydzyoS

» As the production level is above the prerona growth path we do not expect industrial production to keep growing faster tieaalt
growth, at some 0.5% per month. Both supply and demand may be limiting factors
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But the trend is reassuring

LIA Ol dzNB 2 F

China Industrial production x pass. cars

Value added
constant prices
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® Now @ 1 year ago

A All construction inputs are back at brisk greronagrowth paths(plate glass a tad below)
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China 'Building' material production
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Construction record strong but may have plateaued
Demandfor steel still strong

China Steel China Construction vs steel
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Electricity production & transport activity are both above preovidtrend paths
Electricity production up 33% y/y in February, and not just due to the low base effect

China Electricity production
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China Trade and transport
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A Transport activity (goodsseaports & railway) has recovereab, both at ATHs
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Retail sales down to trend in January, but rose in February
Sales fell by 1.9% in volume terms in Jan, from high level in Nov/Dec, up 0.6% nmodaon trend

China Retail sales, volume China Retail sales, volume
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A The unusual declinie January (although nothing like the huge drop last February ), was probably both due to a
Wy 2 NXY I © A al cfran2ayh@h 1&/d in Bldv/Des,dout possibly also lower activity due to the muted festive New Ye:
season (covid restrictions on travel)

A Sale volumes grew by 0.6% in February, a normal growth 8stes are anyway now back on the-pogona trend, and it is
therefore not surprising that m/m growth slows somewhat

A The official annual sales (value) r@&38% y/y (not shown in the chart), 1.8 pp higher than expected. Our value growth
estimate, based on published monthly seasonally adjusted growth ralés8%- and our volume estimate is Ul7.4% ylygq
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Growth up, unemployment down, inflation upBut zero interest rate until 2024
More FOMC members expect hike in 2022 (4 vs. 1 in Dec of 18), or in 2023 (7 vs 5 in Dec)
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A The market is discounting the hike in Q4 2022

Following a steep lift in rates Thursday & Friday, the
market is now discounting hikes by the end of -Q
2023, 2 more than what was expected in Exéd

A The target rate was left unchanged ab®5%, as expected, and
the majorityof FOMC members expects an unchanged signal ra
at least trough 2023, like they did idec last yealNo change on
QE eitherUSD 120 bn per month in Treasury bonds (80 bn) and
mortgage bonds (40 bn)

A The assessment of tteurrent stateof the economy was adjusted
upwards, andyrowth projectionswere revised sharply upwards,
unemployment down, and inflation up, check next page

A Powell reiterated that rates will not be hiked before inflation has
reached 2%, and is expected to stay above 2%. He stressed the
( Tdzy RI YS)[,QI- f OKIyYy3aS Ay 2dzNJ ¥
actpreSYLIi A @St e o6laSR 2y FT2NBOI
actual data»

A¢KS AYRAOGARdAzZ £ Chal/ YSYOSNEQ
reveals that the mood is gradually changing. 4 of 18 members
assume a hike in 2002, iqom 1 in Dec, and 7 assumes a hike in
2023, up from 5. In June, 2 more, and the median one tick up?

A Markets may have expected a somewhat less dovish signal fror
the FOMC or comments from J Powell. Interest rates fell
marginally, and the equity marked surgedo hikes before 2024,
at the earliest! However, interest rates surged both Thursday &
Friday

A The market does not believe in the Federal Reserve anymore
For good reasons, we think. Will confidence in the Fed erode
further? No unlikely, and quite worrisome 40
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Big time revision of economic forecasts. GDP soon back on track (and then ¢
Since last June the FOMC has lifted its GDP path bStBBlO change in its interest rate path

Percent
Median USA FOMC GDP forecasts
Variable 2021 | 2022 |2023 | Longer 112 Mar 2020
run 110 Q4 levelgnot annual avg) 109.7
Change in real GDP 6.5 3.3 2.2 1.8 108 : - '
December projection 4.2 3.2 24 1.8 103.9 -z
' 106 > 5
4 103.9 -~ >~Dec 2020
Unemployment rate 4.5 3.9 3.5 4.0 104 Dec 2019 Ve ec
. . . ‘ - |
December projection 5.0 4.2 37T 4.1 1020 Lo 103.4
102 -
PCE inflation 24 20 21 1 20 _e=-" 101'7/
December projection 1.8 1.9 2.0 : 2.0 100 97 6
| .
Core PCE inflation® 22 20 21 98 98.2
December projection 1.8 1.9 2.0 : 96 une 2020
Memo: Projected : o4
appropriate policy path | 92 93.5
|
Federal funds rate 0.1 0.1 0.1 2.5
|
December projection 0.1 0.1 0.1 : 2.5 2019 2020 2021 2022 2023

A The 2.3%ipward revision of theW H m FDXbQnlasitliesecond largest ever. GDP is expected to return to thecprenatrend pathin Q4-21, and notQ1-24,
as implied by the Dec projection. From 2022 GDP is expected tatsbagthe p-c trend path. From last June, the path is revised up by 5%, and then the
economy was expected to remain #8lowthe pO G NBY R WTF2NBISNDP® b2gr (KS S02yDHYd NBF RS WHE QB

A Unemploymentin Q421 was revised down by 0.5 pp 4.5%, and is expected to decline further to 3.5% 2023, lower than the assumed NAIRU at 4.0%

A PCE core inflatiois expected accelerate to 2.2% by-@P, butthen return to 2% in 2022, and then slightly up to 2.1% in 2023. These forecasts signal tha
Fed is serious vs. its aim to average inflation at 2% over time, by allowing inflation to stay above 2%, if it has bebe beriget. In addition, Powell
WLINE Yhat fo ike®@n forecasts of higher inflatidwit will wait until actual inflation has come up to 2%, and is assumed to remain above 2%

A The long term neutral Fed funds rate is assumed to be 2.G#ek). Thus, the bank plans a substantial monetary stimulus the coming years 41
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Fed lifts inflation forecast to above 2% the coming 3 years
Q4-21 inflation expected to 2.2%, from the 1.8% estimate in Dec (and actual 1,5% now)

USA Core PCE vs. 2% target USA Fed Core PCE inflation forecasts
7'Change yly vs. the 2% target The 2% inflation target -3.25 2.25 1 Last -2.25
i formally.decided - \
- 2.00 - — T é-—z.oo
) /
| |'- ' I, ,I. 1.75 1 A Dec 20 ~1.75
. r
1.50 - -1.50
. Fed Funds r
6 - 6 1.25 -1.25
4 - -4
| i 1.00 - -1.00
27 /\\_ -2 Actual
0 ) 0.75 - -0.75
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A Last year the FOMC introduced its new price level target. The bank aims to reastragerate of inflationof 2% over
time. If inflation has been below 2%nnual inflation should be allowed to stay above iR%rder lift the price level up
to the long term 2% path

A For the first time since the new strategy wasnouncedthe FOMC now expects core inflation to overshoot 2%, and is
strongly signalling that it does not intend to hike rates as a result of that
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How come the unemployment Q23 esthas been almosiinch since Junayhile GDP is up 5%?

USA Unemployment vs Fed forecast

15.0 - 150 A Fed expects an unemployment rate at the end of 2021
at 4.5%, down from its 5% Dec projection
125 125 » Last June, the bank assumed anZl4unemployment rate at
' : ' 6.5%
A The Q423 unemployment forecasts have been quite
10.01 -10.0 similar from June last year, even if the GDP forecast has
been revised up by 5%. The longer run trend growth is
75 75 still assumed the be the same, at 1.8% per year
S .  DecFeast » Either the FOMC deems therensich more spare capacity
Actual S Jfereas the US labour market than it thought last June (or in
5.0 1 ) NoELL - 5.0 December)
S—— S===zz=="% » or that productivity growth will surge the coming 3 years, by
2.5 Last f'cast _ 25 some 1.7%nore per yeathan the bank assumed 9 months
- ago
0.0 0.0 » Or of course a combination of the two alternatives
' 19 20 21 22 23 24 25 » We think both alternatives are rather optimistic

SB1 Markets/Macrobond
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No yield curve control but the large QE program continues

USA Federal Reserve balance
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A Federal Reserve will increase its holdings of Treasury bonds and

agency mortgagéacked bonds by USD 120 bn/month (80 + 40),
which has been the pace so far in 2021

USD 120 bn/month equals 7% of GDP per year, a substantial

share of the net increase in government og mortgbgeked
02yYRaAD {AyOS flFald CSOoNHzZ NBX (K:
by 15% of GDP (and now equals an unprecedented 35% of GDP)

» Just so you known the land of the free, and home of the brave, it is
the central bank that is securing funding of the housing market

The Fed is not too worried about the recent hike in long term
government bond yields. Lil@n earlier occasions, they rather
NEFSNNBR (2 &dzLIL2NIAGBS WFAYIl yO
something
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