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Last week 1: The'8(and last) wave is retreating

The virus

A During the past 2 3 weeks more and more countries have reported few i@wid19 casesRestrictions & lower mobility worked, once more,
and vaccines are contributing substantially in the US & UK. Now, mobility is on the way up again mostwiticEsgance as aotable exception

A Norwayis not an exception, as the no. of new casssontinuing down, confirmed by fewer new hospitalisations sasiweekfinallya reduction
in hospitaloccupancy too.However, the decline is not steep, and several new local outbreaks atawaions illustratehe infectiousness of the
mutated virus. A significant increase in the pace of vaccination the coming weeks should make it more manageable t@geft tlesvrcases
further down. Some local restrictions were lifted during the weekend.

A The pace of vaccinations in EU/Norwags gained speed recently, and should accelerate substantially the coming weRfieeasamps up its
deliveries TheAstra/Zenecavaccine has lost momentum in EU/Norway due to more serious/deadly blood clot cases found in several countrie
There are some uncertainty vs. the Johnson & Johnson vaccine too (and vs. the Russian sputnik), as some (very) fewdsieedsohodar to the
A/Z cases) have been reported in the US

A The main risk going forwardThe vaccines are not able to cope will withw variants of the virusand that those previously infected with other
strains of the virus will not be immune vs. new variants. The side effect risks (Astra/Zeneca & J&J) is probably accepttldeuntries
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Last week: The economystrong PMIs/ISM, US jobs report

A Global

» The composite global PMbse more than we assumed in March,hgp to 54.8, thehighest level since 2014onfirming a continued recovery in the gIobaI
economy into Q2. The lift was very broad based, and just some few countries reported PMIs beloviitiee &fd both manufactimg and services are joining
GKS LI NIie 6E &ASNWBAOSa Ay 9a! 0d ¢KS RSGFAf A ¢SNB 2 dmiHEmploymentisdi thelwhyud Qo

» Global auto saleprobably reversed the Feb decline in March, but sales remain well below the Dec level due to the 20% deMidAiKdduring the recent

lockdowns. US contributed most on the upside in March, up to 5% above the 2019 level. Saliesymobably slowed, to 1% above the 2019 level. Global
sales are 6% below

» ThelMFonce more revised itgrowth forecastsipwards, and changed thestoryT 2 NJ | R@IF Yy OSR SO2y2YASad b2 WaoOl NR

Emerging markets x China will not return to theirjp@ndemic growth paths anytime soon, says the IMF, now. Some more caiatiba$ need for eternal
stimulus

A China

» Producer pricesose much more than expected in March, and signal a significant upside foi&l@Rbut not the Chinesed which still accelerated somewhat
in March

A USA

» Producer pricesosemuch more than expecteih March, and signal a significant upside risk for the CPI, at least the headline index, in addition to the bas
impact (prices fell in March/April last yeatnfilled vacanciesose sharply in February, and heesver been higher vs the no. of employasdmewhat strange
given the still high unemployment rate/low employment rate.

A EMU

» Manufacturing productionprobably fell sharply in February, as signalled by 3 of the big 4 that reported last week. Germany down 2%, Frdtemi-48tes
very likely rose, based on positive reports from the main countesducer pricesose more than expected, but are not as elevated as in the US

A Norway

» The main organisations at the labour market reached a deal on the wage negotiations, sigriallittgveage increasea 2021 vs. 2020, based on reasonable
assumptions on local wage drift. The outcome is identical with the expectations among economist in labour market orgahigdi8rpp abovéNorges
.hy1Qa F2NBOlFaid Ay GKS al NOK atw o0S@Sy | FUSNI I non Llaladods(or iRer, MBicakel
for the other wage negotiations the coming weeks

» Core CRATE inflationwas stable at 2.7% in March, while the headline rate fell 0.2 pp to 3.1%. The core rate was in line with expectatiogigtigbbe kiw
ours). We expect inflation to slow substantially. Imported goods inflation should decline further due to the NOK appreciation

» House pricesose 1.15% in March, somewhat higher than our above consensus forecast, and 0.25% &bovestingate. The transaction level is very high,
and the inventory of unsold homes is still declining. However, the no. of new approvals may be on the way up, signé#inge@ubkang market balance. Oslo
prices fell in March, following the surge in February, 3m/3m up 20% vs 13% for the country in total

» Manufacturing productionfell less than expected in February following the sharp rise in January. The PMI, at the best level since 2017 (og28I377?), si
further growth.Consumer confidenceurged in March, to well above an average level, to the best level since 2013
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After some bad weeks, most countries are on the way down again
For the last time?? Hopefully, vaccinations are picking up speed, even in Europe
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A The Easter holiday and somewhat more noise than normal in some countries reported no. of infections makes the analysit sol
more uncertain

A The overall picture is still clear: The no. of new cases are declining in most DM economies

A New infections ifNorway aresteady on the way down, but at the current pace it will take 10 weeks before a 200 new cases per
GKNBaK2t R F2NJ SIFaiay3a Y2ald NBaAaGNAOGAZ2YA A& NBIFOKSR 0 XlTod f
threshold is one of several possible criteria, hospitalisations will probably be much more importanty, 202%accination pacper
$SS1T GKS O2YAy3a $SS1asx YR S@Sy Y2NB Ay al @kWdzyS 4 A eHaios?
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Just some few are reporting growth in new cases!

[
1

3 weeks ago, most were on the upside!

A Hungary, Poland &ther Eastern Europeaountries are at the top of the list,

COVID-19, New Cases
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Norway: New cases and nelospitalisationsdown; No doubt, R<<]
Hospital occupancy has finally peaked too, as new casexsgitalisationave fallen for 23 weeks

Norway Covid-19 cases & hospitalisations
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Data fornew hospitalisationsare released with some N A\
days lag, but the trend is clearly down, even earlier 091 -0.9
than normal vs. the downturns in no. of new cases 2‘7‘ 2;3
A Even if the oldest part of the population now is T sen | 0t Nov  Dec | Jan  Feb  Mar  Apr

vaccinated, 3.5% of the newly infected are hospitalized, 20 21
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which is not less than before! Blame the more
aggressive mutants!
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Mobility is trending up most places but not everywhere, France has tightenec
The Easter have influenced recent data in Europe. US on their way up, at the top

Google mobility Time spent outside home
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Vaccinations: EU/Norway are now finally speeding up
The US is keeping the pace up, 3% is getting the first shot per week. UK is slowing, from a hi
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Hospitalisations on the way up again in Europe, mostly due to Italy (and Frar
In the US, the no. of hospitalised persons has flattened, at a low level (as has no. of cases)
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A Some increase ihospitalisationsn Spain, Ireland too
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Retall sales further up in February but manufacturing production probably dow
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Memo: Keep in mind the different scales at the chart above

A Retail salesose further in February, according to our preliminary estimate. Sales are 2.8% above-flengaznic level
A Manufacturing productionprobably contracted marginally, but remains 2.9% above thepairedemic level
A Global foreign tradeose sharply in January, to almost 5% above pre Covid, according to CBP in Netherlands

12
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Volatile retail trade data, but trend is still up
Manufacturing production flattened in February due to the decline in the Euro area

Retail sales volume
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Truck traffic & electricity consumption shows no signs of weakness

EU4 Electricity consumption
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European restaurants still locked down, while the Americas is opening up
Some US states aabovethe Feb20 level, US in total is down 17%, fre®®% in January

Restaurant reservations Open table USA Restaurant reservations OpenTable data
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A Takeaway and nereservation restaurants not included in Op@&able restaurant reservation data
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Globalairline traffic is steadily climbing
Still 29% down vs. the pi@orona (2019) level. Usassengetraffic down 33%, but up 115% vs Jar

World Commercial flights USA Airline passengers
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A US domestic traffic is down just 2586lieduled seajsinternational traffic is down 50% (according to OAG/The
Economist)

16
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GDP fell slightly less than we expected last yea.$% vs:3.4%)
g vn @l & 2dzad now: o0St26 vn QmdpPd ¢KS +JIAA

GDP GDP 2020 vs. 2019
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Global sales probably slightly up in March
US sales up, best since 2017, EuropeaniftiKsales still depressed, Chinese sales probably do

Global auto sales Global auto sales
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A Based on our preliminary estimates global auto sales rose by 1% in March, reverting the Feb decline

» Many countries have not yet formally reported, we have estimated sales in several countries based on often uncertaimgondédia
reports. In March, Indian sales are difficult to decipher

A Sales in US were strong, while sales in Europe was unchanged, down 25% vs the 2019 average
A Sales in China probably fell in March, but are still above the 2019 level

A Sales in EM x China rose in Feb and are 4% below the 2019 level
18
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A broad strengthening in Marclq US, Sweden & Germany at the top
Just 3 countries clearly below the 50 line, and just 5 down m/m in Matghf 25 countries/regions)

PMI Composite

40 A f
J “World 54.8
35 Sé EMU 53.2
30 - <China 53.1
4/ <Japan 49.9
N7
25
20 -
15 1 JMMJSNJMM
20 21
10 -

- 65

USA 59.7
orld 54.8
FEMU 53.2

NChina 53.1

—
v %Japan 49.9

-45
- 40
-35
-30
-25
- 20
-15
-10

12 13 14 15 16 17 18 19

20 21

Source: IHS Markit, SB1 Markets, Macrobond

A 18 countries up, 5 down. 3 below the 50 line

A US, Sweden & Germany at the top

Composite PMI
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A Both of the China PMI data sets rose in March, and both a well above the 50 line
A Brazil a the bottom, due to continued (and larger) corona problems

[K]
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Norwegian manufacturing PMI at highest level since July 2017 (or 2007)!
The Norwegian PMI rose to 60.4 in March from 57.4 (revised up 1.4 p)

Norway PMI manufacturing Norway Manufacturing surveys
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A The July 2017 spike at 64 was an outlier, we called it an summer holiday accident. Th@Miadéx may turn out to be an
outlier too but given the sentiment abroad, and actual production growth recent mamghdoubt it is

A Production 5 on the rise; the three suindices, production, orders, and employment, are all above 60

A Also worth notingjnventories fell and delivery times increasgthough uncertain if due to increased demand or Cevid
related delivery problemsg we guess a little bit of both)

A Other surveyshave also turned up lately but the levels are still somewhat below average
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Businesses keep reporting even faster growth in input/output prices

CPI inflation seems to be the next stop
Gobal Manufacturing PMI Prices

507 <-Input Prices s OECD Inflation vs PMI prices
751 £59.3 75 --Change % yly - 6
70 - ' G7, OECD data
051 | \ | 55 70 - Mo
60 - \.\ \/ / “53
:- /\A /\ A /l\ka/ \,\ ‘ Ei; 65 - Total CPI -> -4
45 - v L L ota 64.0

- 45 3
404 43 60 -
35 - C 41 -
30 ol 13 55 -

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond 50 __ o
Global PMI Services Prices

75 <=Input Prices -90 45 -
70 - -85

80 40 -
65 - T T T T T T T T T T T T

/ 98 00 02 04 06 08 10 12 14 16 18 20

60 - - ﬁ SB1 Markets/Macrobond
55 - vh“wv\y H/W-JU | - 65
50 4 Al reo A Both manufacturers and serviceswe reporting rapid
\ ~55 increases in prices, both input & output prices
5 : . .

90 A The correlation tactual CPI inflationis not prefect, but
40 - -45

the PMI price indices are signalling a lift in headline
inflation, from 1.2% in rich countries now, up to

The last services PMI priced based on preliminary something quite different the coming months
PMis from EMU, Japan, UK, and US

9899 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
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Factory gate prices are surgigwill (the US) CPI follow In its tracks?
PPI up 1.4% m/m in March, up 4.4% yly, expected 3.5%. And the impact will be felt around th

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

97.5 1 - 97.5 12 - 12
92.5 - 925 11 - L 11
87.5 - - 875 104 |10
825 T [ 82.5 g | [ 9
75 7 Change yjg in % C 75 8 . 8
25 /\/V\ /\I\I\A l [ 4'_4 7 - Private owne -7
2.5- \/ W MA Loas 6 -6
7.5 --7.5 57 T
2.0 {Change m/m, in % 15 47 State owned enterprises T4
1.0 a 3- -3
0.0 - 0.0 2 L 92
1.0 --1.0 1. L
-2.0 1 --2.0 0 0

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

SB1 Markets/Macrobond SB1 Markets/Macrobond

A ThePPIpeaked in late 2018 but prices just fell some 4%, some of it during the spring. During previous setbacks, PP ha®faller
13% (and never less than 8%). The rise in PPI in the last couple of months can largely be contributed to an increas® iafthe p
commodities
» The correlation to Chinese CPI is not that strong. It is more important for other countries, check next page

A Profits in privately owned industrial enterprise3 St f o0& pUmk: AY CS0oNXzk NBE WHn & clif Wlabal G &
the profit level in 2019 and early 2020 as normait 5% of GDE and now it has climbed to almost 6%

A Profits in state owned enterprises profitaave now come back to around 2% level not seen since 2018 -
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The Chinese PPI is even more important for the US CPI than for the Chinese
X Fda F22R LINAOSA INBE AYLERNIIFIYG Ay (0KS [/ KA\

China CPI vs. PPI China PPl vs US CPI
12.5 4 -9 12.5 - 6
% change yly % change yly US CPI ->
10.0 - -8 10.0 - 5
-7
7.5 7.5
\\ CPI L g - 4
5.0 | ‘@ 5.0 L2 2
2.5 J ‘\ 4 25- h
0.0 I 1A JL1ts 0014 ' YRR M\ @
7y W, -
-2.5 A -2.5 A
L 1 | 0
-5.0 A -5.0
7.5+ 1 7.5 -1
-10.0 4 F-2 -10.0 4 2
02030405060708091011 121314151617 18192021 02030405060708091011 121314151617 18 192021
SB1 Markets/Macrobond SB1 Markets/Macrobond
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Producer prices sharply up, and much, much more than expected (of course
Core producer prices up 0.9% m/m, 4.5 x more than expected (0.2%). 3.5B6tslyup 7% yly

USA - Producer prices finished goods USA - Producer prices finished - goods
10.0 1 % change yly. 100 2.0 79, change m/m - 2.0
1.5 1 - 1.0
7.5- - 78
101
5.0 - 5.0 0.5 - 05
3.5 0.0 - 0.0
251 - 25 Core
-0.5- (ex food & energy) - .05
0.0 0.0 1.0 - --1.0
Core 1.5 --1.5
-2.57 (ex food & energy) 2.5 20- _20
-5.0 1 L 5.0 -2.5 --2.5
304 L R X
B A g 415 SONDJFMAMUJJASONDUJFMA
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Core finished goods x food & enerd@Pl rose 0.9% in Feb, up from 0.3% in Fab.monthly increase was the largest since-Oct
08, and the % largest since 1981T'he annual rate is the highest in 10 years

A Headline finished goods PRise 1.7% m/m, due to higher food & energy prices + higher core prices, the highest growth since
2009 and the # highest since 1975. The annual rate climbed 3.6 pp to 7%. This price index is notoriously volatile, but the cycle
are quite similar for the core PPI for goods

AcKS W2FFAOALI £ Q ,ingudihg serdicksyrbsk byR% ¥ 12% ¥ dp imare than expected. Even services were

up 0.7% m/m
A The PPI confirm what business surveys have told us, no more, no less 24
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Crude & intermediate goods prices are on the way up too, finished goods to follow

USA Producer & consumer prices USA Producer & consumer prices
31 Core, ex food & energy 3 3.0 Core, ex food & energy Loa
Deviation from trend, std. dev. Deviation from trend, std. dev. o&
Smoothed 2.5 7 B
2- L9
2.0+ - 2.0
1 /PCE core goods| 1.5
1.0 1 ~PCE core goods|
0 15 il — PPI core <PPI core goods
, \finished gds 0.51 /\/ s ° |
0.0 — 0.0
-1 - -1 ‘
-0.5 --0.5
-2 4 - -2 -1.0 --1.0
L ST 15
R | | | | | | o3 MMJSNUJIMMUJISNIMM
o6 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 Aada AYONBlIaAy3a 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 months
and consumer prices by 12 months)
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The headline CPl is a done deal. The core CPI not
The headline PPI (goods & services) is very closely correlated to the headline CPI

USA PPl vs CPI USA PPl vs Core CPI

5 - - 4.0 5 - - 4.0
4 - 35 4 - 35
- 3.0 - 3.0

34 CPI-> 3-
r 2.5 Core CPI -> r 2.5
27 - 20 27 - 20
1 - - 1.5 14 \ 15
- 1.0 - 1.0

0- 0-
- 0.5 - 0.5

1- -1
WV ' 0.0 v J 0.0
-2 <- Total PPIl; Goods & Services --0.5 -2 <- Total PPIl, Goods & Services L.05

10 11 12 13 14 15 16 17 18 19 20 21 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A A substantial acceleration in tireeadline CPis all but inevitable, very likely to well above 3% y/y, and not just because
prices fell sharply m/m last year, prices are accelerating m/m this spring

A However, the correlation taore CPis much weaker, like correlation between say between PMI/ISM price signals &
core CPI prices. For good reasons, central banks are focusing more on core price measure, than on the volatile headl
index

26



K]
USA SpareBank o

MARKETS

Vacancies highest since January 2019, and the highest ever vs employment
Job openings (unfilled vacancies) increased to 7.4 mill in Feb; expected 6.9 mill!

USA Labour market A The no. ounfilled vacanciesose more than expected
5.0 - 9% of employment pr month -5.0 in I\/Iarch, and is less than 3% below ATH (ILB)){ and
4.5 5mo0Med Unfilled vacancies,'openi 45 to the highest level ever in %f the no. of employed
404 prock end of m°“t 40 +unfillet vacancies; Measured in % of the labour force,
25 : T res a5 the 2. highest ever). The vacancy share is far lower than
normal vs. the unemployment rate

> >0 A Businesses are hiringt a very rapid pace, at almost 4%
251 (29 per month (although slower than when companies
2.0 2.0 rehired big time in Q3 last year). Given the still low level
1.5 - 1.5 of employment, no surprise
1.0 - 1.0 A Althoughquits are down in Feb, but still at a very high
05- 05 level, normally a sign of labour market strength as
0.0 | | | | | | | | | 0.0 workers are leaving their jobs voluntarily, which is not

02 04 06 08 10 12 14 16 18 20 that common in hard times

SB1 Markets/Macrobond

A Layoffshave almost fallen back to a normal low level.
Given the close to normal level of layoffs, it is strange
that the inflow of new jobless claims remain far above
normal levels, check 2 pages forward

A In sum:Signals a tight labour market
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Fewer vacancies vs. unemployment than normal
X Fa AT GKS dzySYLX 2é8YSyil 6l & odps AYy CS0NJ

USA Labour market USA Unemployment vs vacancy rates
15.0 -Both in the % of the labour force -15.0 Va;zn_cy rate 5.0
12.5 - -12.5 ~ |From 2000 0212021 More mis-match .
4.5 T I -4.5
10.0 § -10.0
I 4 L
7.5 - L 75 4.0 i 4.0
i ‘
5.0 - 5.0 354 ] -3.5
mf' : .~.
2.5 W T 29 3074 T [
Unfilled i i »
0.0 nfilled vacancies (openings) 0.0 - : ‘.“‘N 2010-2019 April20] 2.5
71 Job defict: Unemployment rate - vacancy rate N ' ! o '
9 9 : o i
4 - (-
. - 2.0 5 -2.
71 -7 0 : ﬂ 0
5: C 5 : . §
3] L3 1.5 1 " 1.5
11 C Lesd mis-match
104 ¥ 1.0
-1 _‘ : ‘ : ‘ ‘ Assu‘minq ungh vacancy rate last month -1 é “]_ é é % é é 1‘0 1‘1 1‘2 1‘3 1‘4 1‘5
00 02 04 06 08 10 12 14 16 18 20 Unemployment, in %
SB1 Markets/Macrobond SB1 Markets/Macrobond

AHasthe £ & . S @S NImBvEatwaidzhiddeSmore, signalling a tight labour market, even if the unemployment
rate is far above normal lowlevatsi K 4 AayY ¢KS 1 02dzNJ YINJ SU UGAIKUG WTF2Z2N

AhNI Aa OGKS fFo2dzNJ YFNJSG Ay | GSYLERNINE wWazdzNJ alLliQs
last year say it is corona related. Will these workers return to the labour market, when the virus situation allows?
Regrettably, many of these workers do not want to have a new job, they say
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Houston:Youmay have a problemwe are up here already
If the recoverycontinues a 3% 10 y US gbondrate?

USA ISM vs 10y gov bond yield USA 10y Gov model
65.0 -4.0 4.0 - 4.0
62.5 4 L
4 3.5 3.5
60.0 - 3.0- - 3.0
4 -3.0
o7 2.5 1 - 25
55.0
-2.5 20- - 2.0
52.5 - ]
L 1.5+ - 15
50.0 2.0 /
1.0 1 - 1.0
47.5 1 L15 ‘
45.0 - 0.5+ Actual - 0.5
-1
42.5 - 0 0.0 0.0
40.0 - 10y gov -> _05 -0.5 410y gov = f(ISM, oil, GDP.growth) .05
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A Theseare not the bestof modelsover time,but they haveworked OK duringhe past10 yearslow inflation
environment

A Ifinflation turns up,ii K I and@h&rquestion(on the upsidefor yields of coursé
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Inflation pro & con
Higherinflationis far from a don&leal Laboumarketdynamicswill decidéd

Higher inflation/higher inflation expectations Still low inflation
A Expansionary fiscal policy, especially in the US. Ultra lovl The boom in the goods is close to the peak

rates, quantitative easing continues in most countries » Spending on services will increase sharply while retail demand
A Strong demand for goods both for consumption and for goods will decrease as services soon will be allowed to

operate normally again

A US employment is still >5% below the jp@ndemic
level, and unemployment is still at 6%. The
underutilisation of labour is even higher in Europe

A Underlying cost inflation is muted, everywhere
» Wage inflation is still low

investments

A Investment demand is above trend but will continue
upwards the coming quarters

A Raw material markets are booming, as demand has
been far stronger than expected

A Companies are reporting a rapid incr in deliver » .
Companies are reporting a rapid increase in delivery » Productivity growth may be accelerating

times & pricex; and actual producer prices _ _ _
A Producer prices are accelerating in several countries A S5 (STl W ersisi Lt v Up eling fins e :
ucerp 9 u ONRadSas YR o60dzaAySaasSa yz2i

A Consumer price inflation will very likely accelerate the to obtain normal profits

coming months in US and some other countries A Many Emerging economies do not yet have access to

A Labourmarkets may be tighter than indicated by stilla  vaccines, and the economic recovery there will be far
low employment/high unemployment rates, given the slower than among rich countries

increase in vacancies

A At least in the UShere are signals of higher wage
inflation (like in Norway, wheré&lorgesBank has revised
its forecast up, but still not enough)

A Corporate profits will soon come under pressure, higher
prices the normal answegand demand is still strong

A More mutants may arrive
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Manufacturing production far weaker than expected in March
Germany down 1.8%, France 4.7%, both expegfeti%c 1.5%. Spain flat. EMU will decline subs

EMU Industrial production

%7 Change from Feb 2020, % Ita?T
0 - EMU x Irel -2
5 - —\. ~Spain -2
Germany -6

-10 - ~France -7 |

-15 - --15

20 - --20

-25 - --25

-30 - --30

-35 --35

-40 --40

45 - - -45

DJFMAMUJJASONDJF
19 20 21
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EMU Industrial production

A The recent lockdowns have taken its toll on actual production

41 Change %g m/m T4
3 -3
2+ -2
14 Italy 1.0
0- Spain 0.0
-1+ - -1
2 <Germany -1.8
-3 1 --3
-4 - -4
5 | | | | KFrance -4.7
Sep Oct Nov Dec Jan Feb
20 21

SB1 Markets/Macrobond

A At the same time, companies are reporting almost unprecedented strong growth to the PMIs and other surveys

A Marchc or April (or May?) will be far better!

31



K]
SpareBank €

MARKETS

House prices did not yield to signals of higher interest rates
Prices +1.1% m/m, we exp. 1.0%, NoBa exp. 0.9%, some economist an outright decline

Norway House Prices Norway House prices vs Norges Bank's f'casts
46 -Existing-homes - 46 50 INOK 1000 per sq.m. s.a Mar 2020 f'‘cast - 50
, JPrice level, NOK 1000/sq.m i P Implied At o R I
42 - e r4 49 - : = - 49
sa N — T based on annual growth forecasts -
38: / :38 48— - DeCZ—o_‘_—J_48
34 """ - 34
30 - 30 47 - -47
15:CTigiTo : v L 46 - - 46
101 / I
47 - 45 - A -45
5] \ S g TIEE
0- g - - 0 441 44
-5 1 - -5 43 - -43
-Change % F 42 49
1.51 Km/m 1.1
0.5 A |" | L1 I - 0.5 41-’_/\/_/ - 41
'05: :'05 40 i | ‘ | | | ‘ ‘ | | | ‘ | ‘ | ‘ _40
1.54 --1.5 JAJOJAJOJAJOJAJOJAJOU
15 16 17 18 19 20 21 19 20 21 22 23

SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS SB1 Markets/Macrobond

A House pricesose by 1.1% seas. adjMarch up from 1.4% in F%m_evised u)p by 0.1 pp). We expected 1.0%, NoBa (Ol'i&opast
3m/3m, prices are up by 13%, annualised, stable since Dec. Pricas % Yyly, highest since early 2017. In April, possibly the
highest annual rate since 2007

A All cities, but Oslo, reported higher prices m/m. Prices in Oslo declined by 0.8%, while Drammen saw the biggest psieeHB.&%s)
» Smoothed 3m/3m prices are up everywhere. Here, Oslo is at the top, at a 20% pace! Outer east towns at the bottom, sdilbipaBtual rate

A Thenumber of transactiongose in March and théevel is highTheinventory of unsold homess sliding down again, and it is very lo
vs sales per month, even if more homes were put at the market

AcCKS LINRPALISOG 2F KAIKSNI AYyGSNBad NraGSa Aa y2G8 oAGAy3a 2y K
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Core inflation held steady at 2.7% in March, in line with consensus/NoBa
We expected an uptick to 2.8%. Headline inflation down 0.2 pp to 3.1%, we expected 3.6%

Norway CPI core

4.01 Change % yly 4.0
3.5 -3.5
3.0 1 - -3.0
nfl. targe
2_0_ b o o - | ) _20
1.5 1.5
1.0 4 1.0
0.5 -0.5
J'Change m/m, 6m avg (line) L
0.6 1 - 06
0.3 L RN :

0.0 i b 1 A N\\Wﬂf"w M 0.16
-0.3 | Seas. adj by SB1M -.0.3
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Norway Headline & core inflation kets/Macrobond
5 A Total CPI rd
44 -4
37 S .
2,
14
0,
=14
24
-3 4

19

20 21

A CPIATE(ex. energy and taxes)flation flat at 2.7% in March; in
fAYS 6A0K O2yaSy kganddightly BeNd S .
our estimate (2.7@ )

»

»

»

»

Prices rose 0.2% m/ns.@), up from flat in Feb

Inflation is below 2% for housing, clothing, alcohol,
communication and airline ticketsothers are still above

Imported goods price inflation was up in Feb, but will recede
further as NOK effect fades. Domestic services have slowed
substantially

Domestic inflation has slowed substantially but remains close tc
3%

A Total inflationslowed 0.2 pp to 3.1% because energy prices fe
(and more than we expected)

A The price outlook
» We expect inflation to slow the coming quarters as the NOK

effect fades and wage inflation remains muted. Demand for
goods will have to decline from a very high level, while the

WoSIGSYy R2gy aSNBAOSaAQ oAf
anytime soon, even if demand should pick up steam during

Q2/Q3

» Anyway, CPI inflation will not have any material impact on

b2NHSAE .lyla YR Y2y Sial NB
all about the Covid 9 impact on the real economy, and the
outlook for the recovery
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Manufacturing production down 0.4% in February, less than we expected

Production up 9% since last summer, Faihproduction the highest in 9 years

Norway Manufacturing production

. . 20 - - 20
Norway Manufacturing production Volume, % change yly
220 - 290 15 4.3m smoothing L 15
Volume, 2005 = 100
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Lo -105.0 A
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Norway Manufacturing production
100 A -100 67 Volume, % change m/m 6
5 - -5
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80 - - 80 2l .
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SB1 Markets/Macrobond 1 _/Jm

)

Production has been at a steep upward trend since June, in total by 99 07

%Total -0.4
x oil related

. . -1
A Total production decreased by 0.4% m/m, we expeefie@% following the _, | L;f)i
2.5% lift in January. Production is up 0.9% y/y (not smoothed, as on thi 3. 5
upper right chart) 4l 4
A il related production fell by 1% m/m, and is down 5.6% y/y Sep Oct Nov Dec Jan Feb
A Nonoil related production grew 0.5 % m/m, and up 3.5% yly 20 21

To

Surveys are recoverirgand the PMI was very strong in March

SB1 Markets/Macrobond

[K]
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The UK & EMU surprises most of all, on the upside. World average Is strong
In the US, expectations have come up, not that easy to beat them anymore

Citi surprise index

Citi Surprise Index e -4
6 - - 6 3 -3
Std.dev, avg=0
57 F S 24 ‘ FWorld
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1 - b -1 4- 4
Y L 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond
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SB1 Markets/Macrobond Latin America I 0
Switzerland o]
A UK & EMUat the top of the list, followed by Japan & &M S SEE. ¢
A TheUSsurprise index stabilised last week T I -
A China and Swedeat the bottom of the list Q(S)‘s,v':j"‘ﬁc s
A Norway is still in a neutral position fustralia ~——
New Zealand ] [ )
Sweden K/

= Now ® 1 month ago

o < A A ~ z ~ < A ~ SN ~ 4 PN A = z A SB1 Markets/M: bond -
Surpriseh Y RA 0S4 YSI adNB (KS RAFTFSNBYOS 050658y $02y2YA404Q Sciwuurunzya ryr urRs rouus b 2auozr$ 38 ¢
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The Calendar: A packed schedule; A full China check, US inflation++ , NOK

Time [Count] Indicator

[Period] Forecast] Prior

Monday Apr 12
08:0JNO |GDP Mainland MoM Feb -0.4% -0.2%
11:.0JEC [Retail Sales MoM Feb 1.4% -5.9%
20:0qUS  [Monthly Budget Statement Mar -$660.0h -$310.91
Tuesday Apr 13

CH |[Trade Balance Mar $51.150  $78.17K
06:00SW |Unemployment Rate Mar 4.4%
08:0qUK |Industrial Production MoM Feb 0.5% -1.5%
08:0qUK  |Manufacturing Production MoMFeb 0.5% -2.3%
08:0qUK  |Monthly GDP (MoM) Feb 0.5% -2.9%
11:0dGE [ZEW Survey Expectations Apr 79 76.9
12:0qUS  [NFIB Small Business OptimismMar 98 95.8
14:3JUS [CPI Ex Food and Energy MoM |Mar 0.2% 0.1%
14:3qUS CPI YoY Mar 2.5% 1.7%
Wednesday Apr 14
09:3JSW |CPIF Excl. Energy YoY Mar 1.3% 1.29%
11:0EC [Industrial Production SA MoM |Feb -1.19% 0.8%
20:0qUS Beige Book
Thursday Apr 15
08:00NO [Trade Balance Mar 25.1h
10:00NO |Norges Bank Survey of Bank |Q1
10:00NO |Homebuilders, sales & starts [Mar
14:3qUS  [Initial Jobless Claims Apr-10 700K 744K
14:3qUS  [Empire Manufacturing Apr 18.§ 17.4
14:30US  |Retail Sales Ex Auto and Gas |Mar 6.309 -3.309
14:3qUS  [Philadelphia Fed Business  |Apr 40 51.8
15:13US  |Industrial Production MoM Mar 2.6% -2.29
15:153US  |Manufacturing Production Mar 4.0% -3.1%
16:0qUS  [NAHB Housing Market Index |Apr 84 82
Friday Apr 16
03:3JCH |[New Home Prices MoM Mar 0.4%
04:0CH |GDP SA QoQ 1Q 1.4% 2.6%
04:0qCH |GDP YoY 1Q 18.39 6.5%
04:00CH |Fixed Assets Ex Rural YTD YgWlar 27.09 35.09
04:0CH |Retail Sales YoY Mar 28.09
04:00CH |Industrial Production YoY Mar 18.09
11:0JEC |CPI Core YoY Mar F 0.9% 0.9%
14:3qUS  |Building Permits Mar 1750K 1682K
14:3JUS  |Housing Starts Mar 1606k 1421K
16:0qUS  [U. of Mich. Sentiment Apr P 89 84.9
During the week

CH |Aggregate Financing CNY Mar 3700.0§ 1710.041

CH |New Yuan Loans CNY Mar 2300.0f 1360.04

Sundav Aor 18

A China

»

The week is packed with data out of ChiGDPA & dzLJ w2dza i Q monm:
2.6% (10.8%) in Q4, most likely due to the muted New Year celebration. Activity is already above the pre
pandemicgrowth path and growth should eventually slow anyway. Thenthly indicatorswere mixed in
February, with weaketail salesbut OKindustrial production Exportswere impressively strong, arichports do
y2G aAr3aylrt lyeéd R2YSaGAO 4SI{iySaad C2NBSIle@lFamdh OA |
monthly seas. adj. growth rate€redit growthhas recovered in the past couple of months, and China has since
asked banks to curtail growthas there is no need for stimulating the economy with strong credit growth. Marc
numbers should not be heavily affected, but loans for the remainder of the year may be

lj ¢

A USA

»

»

»

»

»

CPl inflationhas so far been muted but thatill change the coming months, partly due to base effects as prices
fell sharply m/m in March/April last year but more importantly because prices are increasing faster m/m, now.
The monthly lift in the various UBPIqincluding core measures, check out in this report) were at once in a dece
levels, theChinese PRI2  NBA (22 o0FyR AdlQa Of 2 &RKubiness Q@vadidsighaliirg R
unusual rapid price increases. We still try to focus at the underlying inflation mechanisms, like wage and
productivity growth, but are not sure markets will do the same, especially as core inflation very likely will
accelerate the coming months. Inflation may turn out to be the most important topic in 2021/22.

Manufacturing Productiorhit a rough patch in February, partly due to harsh wither weather, but all arrows are
pointing steeply upwards and the recovery no doubt continued in March. The first April manufacturing survey
show some moderation, at least tihiladelphia Fed Survews the level in March was the best since 1981. The
small business survefNFIB) may reveal that companies plan to increase wages faster, as they are not able tc
record high no. of open vacancié®etail salesare for good reasons expected to come in very strong as another
round ofstimulus chequesvere distributed in Marchyaccineshave been administered in large quantities so that
GKS @ANHzaz A& Y2NB 2N { Siltdr stdayisRSeNd matgeyolithelpast I YR CSo

EMU

Retail salesare expected up 1.4% in Feb, following the 6% drop in Jan. France reported a further decline, oth
countries a partial recovery (and the risk is on the upside vs. consensus). Manufacturing production fell Feb,
if surveys are more upbeat the ever. The coming months will be better!

Norway

We expectMainland GDRo decline by 0.4% in Feb (in line with consensus but slightly db&e F0G%F Q O | 2
Local lockdowns reduced activity in shops, restaurants, hotels & transport. Manufacturing production fell,
following the Jan surge, as did electricity production. Foreign trade was probably close to neutral.

We will be surprised if thBank Lending SurvelB @S|t & ye ¢Sk {1{ySadaa Ay K2 dza ¢
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The global index added 1.6 p, and signals GDP growth well above trend

Global PMI vs growth Global PMI vs growth
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A The global PMis trending upwards amid the®Covid wave, and is at the best level since mid 2014!
A Both services and manufacturing contributed to the substantial March lift
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Global PMI
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A broad strengthening in Marclq US, Sweden & Germany at the top
Just 3 countries clearly below the 50 line, and just 5 down m/m in Matghf 25 countries/regions)

PMI Composite
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Source: IHS Markit, SB1 Markets, Macrobond

A 18 countries up, 5 down. 3 below the 50 line

A US, Sweden & Germany at the top

Composite PMI

Deviation from 50 & change last month
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A Both of the China PMI data sets rose in March, and both a well above the 50 line
A Brazil a the bottom, due to continued (and larger) corona problems

[K]
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Global PMI

The service sector PMI +2p to 54.7 in March
US/Sweden at the top. Still weak signals from several European coungamesBrazil. Guess why?

PMI services
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Services PMI
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A 17 countries/regions up, 4 down; 6 below the 50 line, 15 abpard global index 54.7, well above the past 10 y
average

A Both the Chinese PMls fell too, but both remained above 50, and do not signal any contraction

A Besides Brazil, Spain, France & Italy are at the bottom, and below the 50 line, together with Japan. However, both

Spain, France and Japan headed up in March
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Businesses keep reporting even faster growth in input/output prices

CPI inflation seems to be the next stop
Gobal Manufacturing PMI Prices

507 <-Input Prices s OECD Inflation vs PMI prices
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90 A The correlation tactual CPI inflationis not prefect, but
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the PMI price indices are signalling a lift in headline
inflation, from 1.2% in rich countries now, up to

The last services PMI priced based on preliminary something quite different the coming months
PMis from EMU, Japan, UK, and US
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EMU Final PMI

Final March PMI better than prelim. estimate signals growth in the Eurozone
The composite revised up 0.5 p vs. prelim. est. Services are still below 50, manufacturing abc

EMU PMI vs GDP
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EMU PMI Composite
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19

A The finalcomposite PMioseto 53.2 from48.8 in February, an unusual largenp
» TheComposite PMI is at or above 50 in all of the big four economies
» The PMI was higher than the initial estimate, and now signals some 1% growth in GDP

» GDP fell by 0.6% in Q4 (2.4% annualised), more than signalled by the PMIs. We take the March PMI more as a signal Weatehea8 not
killed the Eurozone economy (like the UK PMI signals)
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Germ. 57.3

France 50.0
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EMU Final PMI
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A Even though theervices PMlincreased in three of the big four economies in the EMU in March, Germany is the only
one of the four in which the service sector is not still contracting (the only other country in the EMU with service secto
growth is Ireland). The PMIs rose by 5.8 p in Germany, 5.0 in Spain, and 2.6 p in France, while it fell 0.2 p in Italy

A The manufacturing PMIsose and are very strong in all the four major EMU countries: up 5.9 p in Germany, 3.2 p in
France, 2.9 p in Italy, and 4.9 p in Spain. All are now well above liree5nd all at or above the flash estimagand
all at or close to ATH of which Germany far above previous records
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