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Last week: Our pandemic section is gettisgorterJ

The virus

A Good news on new cases, vaccination & the impact of vaccineke rich part of the world. Just a really bad mutation will prevent a rapid normalisation of
activity the coming weeks/few months

A Mobility is rising almost everywhere in DM as the negative drag from corona restrictions/cautious behaviour are easing
A Uslifted its mask recommendatiofor those who are vaccinatetlKlifted a large bulk of the remaining corona restrictions as new infections remain low
A In India the no. of cases fell last week, if official data is to be trusted. Mobility is still on the way down, and at a low level

The Economy, partdUS

A For months, a substantial hike s consumer prices have been better announced than anytime in modern histusth due the base effect of the decline in
prices m/m last spring, and due to expected faster m/m prices lifts this spring, as signalled by a barrage of survegs@mdvgunaterial and producer prices.
Still, theApril CPI surprised on the upside, headline shot up by 1.6 pp to 4.2%, the core by 1.4 pp tb8lOghest in 13 & 25 years resp. Average CPI inflatio
over 3, 5 or 10 years is now at or above 2%. The Fed still insists the price hikagsitery, and the market by and large buys its story. Giverrétieer
narrow m/m increases in April, in used auto prices, loddging, and airline tjicketsiot that unlikely. Over the past year, energy prices have contributed by 1.5
pp. Lookmg forwardhe pressure from higher input prices will not abate immediateiyMay last year, prices fell and the annual rate may climb further.
However, in both June & July last year, prices rose sharply m/m, and the pressure on the headline index should ealseslﬁnotw SELX 2RSQ T NE
happen, but over theoming quartersaw material/intermediate prices will probably calm down, as consumers, at least in the rich part of the world will
reallocate spending back to services from goods, where spending is well above likely long term trends, and supply ehatkdaite sorted out, as usual.
Anyway, it is unlikely that raw material prices will continue upwards at the same pace as over the past year. Highealoaedmanyway unlikely to push
inflation sharply up, over time.

A The real inflation risk is accelerating wage inflation, as alwaye have so far not seen definitive signs of a broad based take off in wages, even if anecdot
are plentiful (Amazon & McDonalds last week), and data suggest the risk is on the upside. Thmnfilkeafzacanciesoared in March, to the highest level
ever, and small companies report that they are not able to fill them, like never before. They anyway lglantteeir selling pricesnore than in decades. The
make or break for the length of the recovery & bond yieldlll the end of the pandemic and the extraordinary federal pandemic unemployment programs
release a badly needed flood wave of workefg¥ot, wage inflation will likely accelerateand higher costs will easily push prices up as demand is strong but
still hurting corporate earnings. This is the main risk for bond and risk maykethiff of a stagflation scenario. 18 statesve decided/are discussing to opt
out of the federal unemployment emergency support prograngsA3months ahead of schedule, to make in more profitable to widk.the nerds, 28 pages on
US inflation, wages etc in this repdrt

A Other US news last weeRetail salegcore goods) fell slightly in in April but March was revised up, and the level is anyway extremely high. Even so, just a
fraction of the stimulus cheques are so far spétéstaurant salesose further in April and are just 2% below F&l in nominal termaManufacturing
productionrose just slightly in April, partly due to supply problems. Auto production fell 4%, even if sales are the best seveRibgeat®on is 2% below the
pre-pandemic levelHomebuildersare still upbeat, as arY ManufacturersNowcastersare signalling 5% 11% Q2 GDP growth (and to achieve that, more
workers are needed)
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Last week: The economy, part Il

A China

» Mixed April datalndustrial productionandinvestments rose whileretail salesvolumes barely rose argkrvice sector productiosurprisingly

FSttx FEf YSIF&adzZNBR YKY O0F2NHSG WaAtteQ FyydzZ f 3INPgdéwn NthéipfBeds T2
pandemic growth speed, while the level is 3% above theparedemic trend! Investments closed the gap to the-@evid trend impril, while

retail sales are still belowlousing startdave at least flattened, and fell in April, as hatleer construction whilesteel productionstill is

heading rapidly upward€redit growthslowed further in April, due to a flattening of credit created outside banks, very likely induced by the
authorities measuresCPI inflationremains low even iproducer pricesare soaring

A Japan

»

GDPrfell by1.3% inQ1,as expected, and GDP idown 2.7% below the Q49 level

A UK

»

GDPgrew fasterthan expected in March too, by 2.1%ven so, GDfell 1.5% in Q1, a tad less than expecteahd the level was down 8.7% vs
Q4-19. We hope for something much better in Q2 & Q3

A Norway

»

»

»

»

The Revised 2021 budgetas more expansionary than some expected but the NOK 90 bn (close to 3% of Mainland GDP) increaseai the p
structural deficit vs the Oe20 original budget proposal should not come as a surprise given the huge extra bills that bireadthgen voted on

in the Parliament and several leakages of new measures announced before the budget was published last Tuesdayil @ieBqbiie above

the long term spending rule guideline, which it should in bad times. (It has been well below on average the past 1thgeasd)tebt will come
later: Will the stated NOK 95 bn 2021 coramdated extra spending disappear? If so, the 2022 budget will be well within tReb8 &  NXzt S

A ¥ s oA -

Mainland GDPFF St f o6& nop: Ay al NOKX & SELISOGSR 2N GFR Y2NB® Lngw v
The core CRJAHell more than expected, to 2.0% in April from 2.7% in April. Food, clothing & airline ticket surprised us at the dédwnside.
AGNR2Y3ASNI bhYZ YR Y2RSad R2YSa0GAO O2 a lstory. gohdtriictioh @staresdaring Aue to Aighary” |
timber & steel prices

Theno. of new vacanciegosefurther in Q1,to the 2" highest level since 2011. All sectors contribufddw jobless, and continuing claimare
heading down so far in May
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Almost all rich countries are on the way down
Denmark against the flojorway hadlattened, so has UK, at a very low level. All others down

Covid-19 new cases per day Covid-19 new cases
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A Vaccines work veryell: The no. of new infectionspspitalised, anéven more death&ave fallen everywhere in rich
countries

Aaz2aid NAOK O2dzyidNASa IINB fA{Stfte G2 o06S lotS G2 NBUIdNY

AtKS &aAaldda GdAazy Ay 9YSNBAY3I al NJ Siadwaecwthlimifacess yoRacdingsRA
hospital capacity, but at least growth in new cases is now pointing dowmagbkappened everywhere when mobility
collapses during serious outbreaks)
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Just some very few countries are reporting more cases. India has stabilised
(but we have not analysed Indian testing policy/capacity)

A The broad decline in new casesntinues, and almost all rich countries are COVID-19, New Cases
reporting fewer cases. Per 100" persons, % last %
. . . 14 days (7 d pace) & previous week last
A Denmarkis almost the only exception but the level is Iqund UK, from a very -500 0 500 1000 1500 2000 ~ Now -125 -75 -25 25  week
low level [ TSweden — 563 q 14
. . . . . . Netherl B 465 -21
A Swedenis still at the top among rich countries on our list but the new cases is  |grzi- —— 410 A 3
finally declining India e 355 -13
. . . Slovenia e * 302 o -27
A In_Noryvaythe no. of cases has flattened, following a substantial decline (and a |rrance e * 286 - 24
slight increase 2 weeks ago) Greece g 286 8
. . . i A Denmark [ ] %* 253 (3 16
A Inlsrael the virus haslisappeared. Or they are just preoccupied counting other |canada e 236 q -16
1t 2 Ireland . X 234 [ -20
causqlltles these days" o Torkey ek o = e
A In India, the no. of new cases peaked more than one weak ago, if official report Beigium e * 208 -43
H H HH H Germany ok 176 [) -29
is to be believed. Mobility hasosedived over the past month aly e 71 - 5
Spain e * 166 ) -16
Serbia ) * 146 ) =27
Czech Rep e * 144 ° -29
Austria » * 141 [ -33
Covid-19 R USA L * 134 » -24
Hungary o %* 133 -27
2.00 ‘measured over 7 days -2.00 Switzerl ) * 128 ® -46
Bulgaria » * 120 -20
1.75 - -1.75 Poland L ] * 110 ) -29
[ [Norway 13 105 4
Russia ®*x 82 5
1.50 ~ -1.50 Slovakia ® * 75 14
South Africa ® * 53 37
1.25 - L Portugal [ ] % 51 12
' e [Tuk ° * 46 . 8
27 Finland [ E3 41 -23
1.00 - Norway 1.0 [Tisrael ° * 0 ° 114
<India 0.9 500 0 500 1000 1500 2000 125 75 251 25
0.75 - - Spain 0.9 n " .,
' USA 0.8 m 1 week ago | Change last week ® Now * Max m % last week % prev week
SB1 Markets/Macrobond
0.50 - - 0.50
Oct Nov Dec Jan Feb Mar Apr May
20 21

SB1 Markets/Macrobond 6



K]
SpareBank o

MARKETS

The vaccines are working very weHtospitalisations& deaths sharply down
X9@0SYy 6KSNB (UKS y2o 2F ySg AYyFSOUA2ya NBYI

Hospital occupancy Covid Deaths
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Mobility sharply on the way up, so far without more cases. Can it last?
More restrictions were eased last week

110_Goog|e mobility Tlme spe‘nt outs!de h?{?e A Some 3% of the population is vaccinated per week,
Feb 2020 = 100 leaves room for more mobility without lifting the R
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Mobility is trending rapidly upwards everywhere
Time spent outside home is on the way up in all rich coungiegen in France, from a low level

Google mobility Time spent outS|de home
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Vaccinations: EU/Norway are gaining more speed, 3% are inoculated per we
The US is slowing to 1.5%, UK remains belowfidm high levels

Covid-19 immunity - estimated
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Covid-19 immunity - estimated
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Covid-19 Immunity

We calculate the infected rate by assuming a 0.66% infection fatality rate, and a 90% immunity from infection.
We assume those who have been infected are vaccinated in line with others
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9 1|0 2|0 3|O 4|0 5|0 6.0 7IOSum
Israel | 66
UK ] 66
USA | 60
Belgium I 53
Italy ] 51
Canada N 50
Poland I 48
Spain ] 48
France NN 45
Germany IS 45
Sweden IS 44
Austria I 43
Finland Il 39 . . .
Covid-19 Vaccinations
Ireland — 38 Administrated, % of popul.
Denmark I 33 0 20 40 60 80 100 120
Norway I 30| [israel IS 122
UK | 83
B Infected ®m Fully vacc. . 1 dose USA I 82
Iceland | 60
SB1 Markets/Macrobond |Canada [ ] 49
Germany | 47
Spain | 46
. D k  — 46
A Norway and Denmark have decided Notto sy sm— 45
use theAstraZenicaor the Johnson & gi'gj;jl _— jg
Johnson vaccines, and will lose some Austria  E— 45
H Finland | 43
moment_um vs. other European countries —— P
the coming weeks/months Sweden mmmmmmm  SUm doses 41
. . Greece I 41
A However, the supply dioNTeclPfizer Switzerland E— 40
will accelerate sharply from next week e 27
Ireland | 39
Czech Rep Immmmm 39
‘World | 19

SB1 Markets/Macrobond



K]
SpareBank €

MARKETS

The recovery in the goods sector continuesevel up 4% 5% vs pre Qvid
Both retail sales & industrial production sharply up in March. Global trade was strong in Febru

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

A Retail salesose sharply itMarch, mostly due to the lift in US retail sales (ex. autos!). Global sales are 4.5% above the |
pandemic level
A Manufacturing productionrose more than 1% in March (prelim. estimate), and is up 4% vsl®ec

A Global foreign tradeose further in February, to 5% above pre Covid, according to CBP in Netherlands

11
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Volatile retail trade data, but the trend is still up
Manufacturing production flattened in Feb due to the decline in EMU & the US, up again in Mz

Retail sales volume Manufacturing Production
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A Global manufacturing production grew some 1% in March

A Retail sale rose much more, following some weaker months where sales in several European countries fell dufing the
wave

12
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Global retail sales probably at or above lottgrm trend ¢ but likely not far above
Thus, no reason to expect a sharp ppandemic setback, globally

Global retail sales volume Global retail sales volume
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A In several rich countries sales will have to normalise, though (and as Europe now reopens retail sales earlier than mo
services, that would go for most rich countries, barring Japan)

13
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Some restaurants are still closed, more are opening up
In March, total restaurant sales (including canteens, Mc D-éakay etc) were down 5% vs. F20

Restaurant reservations OpenTable USA Restaurant reservations OpenTable
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A Restaurants stilinostlyclosed in Germany and fully closed in Ireland, at least those who are tracked by OpenTable
A Sales in restaurants in the US were down 2% in April vs. the(Fkvel, far better than indicated by OpenTable data

14
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Global airlinetraffic A & X a0l f f AYIKK b2 FdzNI KSNJ

The Indian/Asian Covid wave at least partly to blame? Many more US paksengers
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A 3% global GDP growth pace in Q1, level 0.4% abovd @4
China in the lead, US only down 0.9% vsIQ4EMU down 5.5%, UK 8.7%

GDP GDP
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A Following an 8% growth pace in Q4, we estimate 4% growth through A Accumulated losses in activity vs. the p@ndemic trend growth (the

Q1 (1% not annualised) accumulated pandemic output gap) is substantial everywhere except
» GDPgrowthiChinad t 29 SR G2 I WiNXOLf SQEMU w oz forfloreg whichihasclosedtheagap i k §
contracted further A The global loss is 3.2%, US 3.9%, and EMU is down 7.2%

» IntheUS GDP grew at a 6.4% pace, up from 4.3% ig & the level is just 0.9%
below GDP in Q49

» Swedensurprised on the upside in Q1, and is just 1.1% below thé%Jével

A We expect a far higher growth rate in Q2, as China returns to a more i ) i ] ) )
WYy2NXYIEFtQ ANRGUK NIruSxZ FYR 9dzNRLIS oFd tSlFaago LI NDAFEte NB2LISYya

A Norway is down 4.7% vs. 3.5% for Sweden, due to the different
response to the ® wave (by Q4, he positions were the opposite)

16
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Mixed Aprildata, retail sales, services at the weak side
Industrial production & investments on the strotige. Credit growth is slowing rapidly

China GDP vs monthly indicators - demand
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China GDP vs monthly indicators - supply
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A Industrial productionrose 0.5% in April, down 0.1 pp vs. March.
Measured yly, production is up 9.8%, somewhat more than
expected. Production is 38bove the precorona trend path but
growth has finally slowed to the pygandemic levelas we
expected

A Service sector productiosurprised us sharply on the downside
in April €0.9%). Activity is still not weak, following the 1.2% lift ir
March ¢ and small monthly volatility has not been that
uncommon

A Retail sales volumewere revised down this month (the
opposite in March) and sales barely rose m/m in April.
Expectations were far too high, and the 7 pp y/y miss is irreleve

A Investmentsfinally came back to the pgpandemic growth path
in April, and growth m/m has slowed but remains far above the
2019 levelNew home salesell in April but remain strong.
However,housing startsare sagging, and so an@n-residential
construction starts. Steel production s still expanding, and so
are net steel exports

A Credit growthslowed in March and further in April, as credit
outside banks are curbed, very likely by purpose

A CPI inflationremained low in April but producer prices are
soaring (which is felt more outside China than inside)

A Last week: Export& imports remained very strong in April

In sum: Covid measures held parts of the back economy somewh
during the festive season but March data signals full speed ahffad
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Credit growth is slowing sharplg impacts will be felt in many corners
A slowdown in the shadows, bank lending is keeping up

China Credit growth China Credit growth
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A In Apriltotal credit grew at just a 7.5% rate (m/m, annualised), down from 8.5% in March. Smoothed, the underlying rate may be sdf 986ownrom
13% during last spring (and >15% during some months).-209% growth rate is still somewhat above trend growth in nominal GDP

» Total creditrose by RMB 1.81, expected 2.3rl (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 1.6 bn, dowhbindmBEeb. The annual rate fell to 10.8%, do\
from 11.5%

» Bank loangose by RMB 1.61, both actual & seas adjusted. Bank loans are up 13% yly
» Shadow banking credivasunchin April, following the unprecedented RMB 1t decline in March (equalling 1.4% of all outstanding credit outside banks!)

A The Chineseauthorities have signalled that credit growth outside banks should slow, and it has been growing slower than bank credit since eddyr2@18
an uptick during the pandemic last spring (when all stimulus was needed). The contraction in shadow banking credit aseydhe gquals 5% of total crfgl.



K]
SpareBank €

MARKETS

Credit growth curve has turned south
As it usually does, everyd34t year. The turnaround now is not faster than before (in percent. p

China Credit growth China Credit, GDP
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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
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A Over the past yeatptal credit has expanded by CNY 25 equalling >25% of annual GDP, down from CN¥ 80the peak
A Banks supplied CNY &#0Dof the y/y increase
A Local governmentsiave not yet accelerated their borrowing by much, at least not in the bond market, still up 3.6 bn y/y

A Other creditc via theshadow credit market local gov bonds gained speed last spring but has slowed substantially in re
months just up 2.4rl (from +5trl!)

A Total creditgrowth at 10.8% is well above nominal GDP trend growth (but below the y/y high growth rate in Q1) Lo
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Crude &intermed. goods prices are still on the wap, expect more pressure on finished goods

USA Producer & consumer prices USA Producer & consumer prices
31 Core, ex food & energy 3 44 Core, ex food & energy (-4
Deviation from trend, std. dev. Deviation from trend, std. dev.
Smoothed 3. . | 2
21 | Apn& /PCE core goods|
=
1- - 21 ;
<PCE core goods
PPI core y
! ] <PPI
0 Dfinished gds 1 PP core goods |
e ~4aV O
1 -1 YT
1 - -1
2 --2
-2 o S T -2
81 | | | | | | B M JSNJMMUJSNIJIMM
o6 08 10 12 14 16 18 20 19 20 21
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A Delivery times & prices are onthewayap Y R LINP RdzZOG A2y A& AYONBFaAy3d NI LAR
A 1t seems likely that finished goods PPI will climb further, given the continued increases in crude & intermediate goods

A Crude goods prices are leading intermediate goods by 4 months, and consumer prices by 12craadthsude prices
have not yet peaked

A Some comfort: Prices at the consumer level have already responded to the hike in producer prices, and the upside ris
for the PCE from here may not be that large (have added a 1% m/m forecast for the core goods PCE in the chart
above 20
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3%¢ 4% inflation, well above expect., and the base effect is not the only to bl

| ASKSAG Y2yiKte g Fyyddt AYyONBlI&Sa AY MH
USA Consumer Price Index USA CPI
6 ‘|Change % yly 6 9+ Change yly, 3m/3m, ann rate -9
5 - -5 77 -7
4 - I< 5 A <
]
KE -3
31 ] B
14 -1
2 -2 VO
14 -1
11 1 1.0 7 Change m/m - L0
. g <0.8
0 | 0 0.5 - 05
0.0 - - 0.0
1 1 -0.5- 0.5
-2 -2 1.0 7 --1.0
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
A Headline CPiose 0.8% m/m in March, expected 0.2%. The annual rate rose by 1.4 pp to 4.0%, as prices fell 0. 1.00 4o mm - 1.00
April. This is the highest CPI print both m/m & y/y since 2009 1
A Prices have been accelerating m/m since last October, and the 3m/3m rate is now up to 5.2%, highest since 2( 9-50 [ 050
A In April surveys, companies reparted that they expect to lift prices sharply. We doubt all planned price hikes we 0.00 - 0.00
O2YLISUSR 0é YAR !'LINRATE X . L
A The annual rate may increase further in May, but in both June &laktlyearprices rose sharply m/m -0.507 [-0-50
A¢KS CSRSNIft wSasSNWS OFly adagatt FFF2NR G2 6FAG YR -100- L.100 |

communication will have to become more nuanced, with more assessment of the upside risks on inflation than
now. The Times Théylay Be! Q/ KIQ¥Y 3 W¥ NB Y S

A Many more details on prices & wages at the following 26 pdgé$ you include the previous 3 pages that is)

JMMJ SNJMM

20

21

SB1 Markets/Macrobond 21
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Core inflation sharply up too, auto prices mostly to blame
Prices+@9 YkY Ay !'LINAt S SELISOGSR nooe>T (KS &k

US CPI USA Core CPI
6 1 Tightening periods shaded : -6 17.5 1 Change yly, 3m/3m, ann rate ~17.5
15.0 -15.0
5 - Total CPI--+ 5 12.5 - -12.5
_TOta|42 100' '100
7.5 1 - 7.5
5.0 + r :
i 25 3.0
> i 2.7
-2 0.0 - 0.0
-25- - -2.5
0 1.00 1 <0.9
0.50 A Il - 0.50
-1+ Cepitribution ' --1 | MM | | ] I L
frgm food & energy 0.00 ] i 0.00
-2 : --2 -0.50 - --0.50
94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 60 65 70 75 80 85 90 95 00 05 10 15 20
SB1 Markets/Macrobond SB1 Markets/Macrobond
A The 0.9% m/m hike in theore CPivas the highessince 1981 Chaige i 55"
» L yiAt GKS !'LINRE WwWakK201Q GKS oYkoY dzyRSNI &Ay3a LN - 0.75 )
A The price hike in April was at least partly due to -ofls which will not be repeated, or will be 050
reversed lI 025
» Auto prices seem to be a candidate on the downside 0.00
. . . : . . --0.25
» However, some prices are still too low, like lodging, transport & recregtgectors that should be able to lift
prices during the reopening process --0.50

At NAOSa FSEf nowm: YKY Ay ald trad &8rNp 52 "% 7 "2°7 0 N
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Transport contributed by 2.2 pp of the 4% annual headline CPI y/y growth
... Of which half from auto fuel, but new/used vehicles are sharply up too

USA CPI Contribution yly USA CPI Contribution m/m
S 7 Contribution pp -0 1.00 - Contribution pp r-on
~Energy 1.45 0.75 - < Total 0.77
4 1 | <Total 4.2 ,Transport x autos, fuel 0.11
0.50 - ~Food & Bev 0.06
L a ~Medical Care 0.01
0.25 ~ ~Apparel 0.01
/Transport x autos, fuel 0.23
| %FOOd & Bev 0.36 0.00 NHousing x energy 0.17
il [xMedical Care 0.13 N
‘ _:Apparel 0.05 -0.25- | o=
YHousing x energy 0.91 \ -0.507 -0.50
0 -0.75 - --0.75
. -1.00 - --1.00
P25 oo 21,25
2 =2 J MM J S NUJMM
13 14 15 16 17 18 19 20 21 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A In April,new & used carexplained almost half of the m/m lift in total CPI, and 0.7 pp of the 4.2% growth in headline CPI

» IUSg[ddC% priccﬁs rose 10% in April, and are up 20% y/y. They are probably to expensive now, but not necessarily thatupsicte rhest be
imitedq, thoug
A Energyhas lifted the headline CPI by 1.5% last year (but was not to blame for anything in April, as oil prices have flatened. If t
oil price does not skyrocket from here, the contribution to the annual growth rate from energy will quickly fade

A Excluding the 2.2 ppontribution the headline CPI from energqy &cars GNBYIFAYAYy3Ié AYyFEFLaGAZ2Y A&
Thus, the sharp acceleration in headline & core CPIl is not that broad

Lodging away from home is a part og housing at the charts above 23
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Lodging up 8% m/m still some more to go. Public (aitjasp. +6%, still too chea
Used auto prices up 10%, +20% vspaademic! Too high? Somewhat, check next page

USA CPI (mostly) Core

Change % m/m, s. N
USA CPI 1012345867800
25 o, change from Jan 2020 25 — Core, x food/energy - 0.9
4Used autos Food & Bev ™ 0.4
20 - F/Food & Beverages 4.4 Apparel » 0.3
- Lodgin C— 7.6
%Fumlsmngs & Oper Hou%in?;, rent/owners eq. ] 0.2
15 1 Furnishing | 0.9
Medical Care (] 0.1
10 L P Ic » 0.2
Core total 2.8 | Favg om - o
5 - I/ >_ Recreation - 0.9
L Other Services 2.5 New autos a 0.5
1 Used autos Y ] 10.0
0- \ Public transp O 5.8
NPersonaI Care 2.2 Other Services a 0.3
5 | 401 2 3 45 6 7 8 9 10 11
\Recreation 2.0 ’l Last month ® Avg past 6 m‘
-10 - _J SB1 Markets/Macrobond
NAppareI -3.3
-15 1 F\Lodging -3.4
\Transport, Public -10.3 USA CPI (mOStIY) Core
-20 - --ZU Change % yly, s.a Now
‘ ‘ ‘ ‘ ‘ ‘ 25 25 75 125 175 225
Jan Mar May Jul Sep Nov Jan Mar May Core, x food/enargy " 20
20 21 Food & Bev [ @ 2.3
SB1 Markets/Macrobond Apparel omm 1.9
Lodging o | 7.3
Hous.ing, rent/owners eq. Il e 2.0
A Just some few components of the CPI contributed to the ~ |Fumisting — =
WO 2 N2 Y I Qublic Fangpori@itlite tickets) Personal Care ™3 17
Edu & C omm 1.7
lodgingaway from home (hotelsct), and apparel. £du & Com — iy
Other components of the CRave not slowed New autos - 20
Used autos I
A Now these sectors are hitting back, bringing their prices Public transp © E— 7.0
up to more normal levels again Other Services == 00 21
25 2.5 75 125 175 225

A Used auto pricesiave been on the way up since last
summer¢ and shot up in April

m Last month ® Mean 2017 - 2019\

SB1 Markets/Macrobond

24
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Are 29 hand cars too expensive following the 20% lift?
Very likely. But they were too cheap before the pandemic too?
USA Auto prices
11045600 = 100 - 110 A By the way, prices farew autosare up 3% since 1996
105 - New autost 1 1 105 quality adjusted, that is. And until the recent price hikes
100 - - 100 in a very tight US auto marketi%hand prices were
95 - - 95 down 10% the past 25 years (quality adjusted)
901 - 90 A It is impossible from these data to be sure if there is an
85 - r 85 equilibrium between new and used cagsind even less
80 - Ueod autoe - 80 what it might be. Still, the current used auto prices
;g I ;2 seems to be stretched vs new autos
65 - - 65
105.0 { Used/new -105.0
i = 1\, L
97.5- - 975
90.0 ; ;i ,,N W - 90,0
82.5 - - 825

86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond
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What if average PCE inflation is 2%? Well, i 5 at least not far below
Federal Reserve has rephrased its inflation target: Will aim for 2% infatemtime

At the charts below: We assume an 0.7% increase in thePcoia April

USA Core price level USA Core PCE inflation
10972017 =100 < %USA CPI 3.00 | Annual growth rates yly 3.0
/
108 - L) 2.75 - 275
107 4 // 1 <USAPCE
v 2.50 - -2.50
106 - P
2.25- i
105 - 105 2%
104 ] 104 2.00 - 2y 2.0
103 - -103 1.75 1 5y 1.8
102 - 102 1.50 - o
101+ - 101 1.25 - -1.25
10011 4 100 1.00 - -1.00
99 4 - 99
0.75 - -0.75
98 - - 98
J MS JMSJIJMSJIMSIJIM 0.50 10,50
17 18 19 20 21 00 02 04 06 08 10 12 14 16 18 20
SB1 Markets/Macrobond SB1 Markets/Macrobond

AX IyR y24 FT2N SIOK IyR S@SNE &SINWY {23 AT Ay Tt (At@abov&29afor avehley reatl?28, ove time f A |

The Fed has not defined itisne horizon, should the average 2% inflation target be reached over 2, 3, 5 or 10 years? We guess 2 years is too short, and 4 fopdargis
period.So something around 85 years?

LT 42X 3IAGSY | FFEANI SAGAYFGS F2NJ GKS O2NB t/ 9 0 iKS th&kSyTdtelisih@wN9%, amiltheIs WNite? 18w
not much below 2%. At the chart to the left, the core PCE price level now is not far below the 2% line, starting at tiespaieeréevel in 2017 (4 years ago)

Measured vs. the CPthe average core inflation is at or above 2%, whatever period we check, see next page
The 3% yly lift in prices in April is of course both due to the price cuts lasAytileven more due the brisk increasegrices past (check the red arrow)
Inflation expectationsare way above 2% in markets & among households and very likely among companies as well

o Do Do > P>

26
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And more companies than ever before say they have already increased their prices

USA Small Businesses Price Actions & Plans USA Small Businesses Price Plans
50 - Net positive; % - 45 35 1 Index, Change yly, % smoothed -3.0
smoothed
45 - Actual price changes -> a5 30 - Core, actual
40 -

I 25 A

: | -
25 - n J. | w - 15 15 -
o) ‘[M\wﬁ%i'_g 'Mf (e =

J\
15 ]rl L ¥ ] v 5 -
| f.r -5
10 <- Planned price changes 0-
5- next 3 months <
. --15 5 SME price plans next 3m 0.5
-5 --25 -10 A 0.0
75 80 85 90 95 00 05 10 15 20 00 02 04 06 08 10 12 14 16 18 20 22
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A Early last week we wrote:
» Seems like we may have to change the scales on two axes on the chart to the right, we wrote early last week.

» At least on the left hand side of the chart, as the red dot climbed to 35 (per cent of companies that planned to hiketjpridesjever,
that does not have any direct consequences, of course
But what if we then have to change the scale on the right hand side axis too? Would that be a bigger problem, Jerome??

A At Wednesday we almost had to adjust the right hand side axis! The core inflation rate shot up to 3.0%, just what the
{a9Qa KFR aA3ylrttSR oAFT y2u YShadNBR o0e 2dNJc Y avyzgz
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Higher inflation, how worried should we be?
Raw materials, higher margins are not the main challenge. Wages may become so

USA Inflation - what contributes?

12.5 -Domestic non-financial corporate GDP inflation -12.5
Contribution frofh costs/margins, annual, % y/y
10.0 § -10.0
7.5 A - 7.5
5.0 + - 5.0
2.5+ : - - 2.5
0.0 - 0.0
257 Govpand| [ -2
progr.
-5.0 - -5.0

60 65 70 75 80 85 90 95 00 05 10 15 20
— GDP deflator EEBITDA
Labour Productivity (-) = Production taxes - subsidies

m\Wage costs

SB1 Markets/Macrobond

More charts & comments on the following pages

A Higher EBITDA or profit margindue to higher selling prices to end

u

sers (consumption, investments), without any increase in wage

costsc have normally not been important for explaining substantia
and sustained Tifts in inflation

»

»

»

The reason is simply that historical or any likely variation in the EBITDA
margin or in the profit rate normally have been too small to explain
substantial and sustained changes in the inflation rate.

If inflation should accelerate by 2 pp and stay there for 2 years, just due to
lift corporate sector m%!rfqlns, they would have to ingreage b§ almost 4p§.
CNRY | y2NXI{t LINRFAL tSOSH t A

If anythingg and over timeg corporate margins are negatively correlated
with Inflation

A Sort term,changes in corporate margins may explain changes in
inflation without changes in other costs, normally when raw
material prices increase rapidtylike what we obsérve now

A Faster growth in unit labour costévage growthg productivit

growth), has normally

been the main driver for substantia?land

sustained increases 1n inflation

A Wage inflationis so far kept reasonable in check in the US, but
signals fronthe labour market are unanimous, the labour market

h

as become extremely tight over the past few months

»

»

»

»

Demand for labouiis ver¥ strong as witnessed by all surveys, official vacant
data and endless anecdotes

Supplly of labouiis still lacklustre; andfar below the prepandemic level
Most likely, supply will strengthen substantially the coming months as

1) Thevirusis brought fully under control, and there will be no reason for worker
not apply for work (2.7 million (1.8% of the labour force stayed outside due
covidin April)

2) The federal pandemic schemes for extra support to the unemployed runs
through Sept (some 16 states has decided/are discussing to close theses
programs immediately). Lower benefits will probably increase supply of worke

However, everbefore the pandemicthe labour market was tightwage
costs were increasing and profit margins were under pressure

Reports onwage increasesre common too, both in surveys and from
individual secfors & companiesas from Amazon, and McDonalds last weel

28
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Higher corporate margins contributed to higher inflation in 1¢98dc 3¢ Ypn H

USA Inflation components - dev. from trend USA Corporate profits vs unemployment
7.0 -Domestic non-financial corp. GDP-inflation, deviation from-trend - 7.0 13 - Domestic industrids & finance -13
6.0 _Contribution from costs/margins 6.0 12 11n %lof GDP, pre tax 12
5.0 - 5.0 1 - L 11
Profits

4.0 - 4.0 10 - 10
3.0 - 3.0 9. L9

2.0 - 2.0
8- - 8

1.0 - 1.0
0.0 - 0.0 [y T 7
1.0 1.0 61 Q@ o -6
-2.0 = -2.0 5 (o) o) o L 5
-3.0 - +-3.0 4+ -4
-4.0 5 --4.0 3 1 -3
-5.0 1 --5.0 2 -2
60 65 70 75 80 85 90 95 00 @O5 10 15 20 14 When Unemp|0y”l'ent falls .

) belaw 6%, profits|are exposed
= GDP deflator mEBITDA margin m\Wage costs 04 ] ‘ ‘ ‘ ‘ : ‘ : ‘ 0
Labour Productivity (-) = Production taxes-subsidies 75 80 85 90 95 00 05 10 15 20 25
| SB1 Markets/Macrobond
Corp_profits; % of corp GDP
A The main difference is obviouswhere are we in the cycle?

» Theprofitrateg | @ €t 29 F2ff2Ay 3 WYy2NX¥I{Q
unemployment ratewas still not low

‘ ‘ ‘ ] ‘ ‘ - ‘ ‘ ‘ ‘ | » Now, the profit rateis not low Unemployment will very likefiall sharply

60 65 70 75 80 85 90 95 00 05 10 15 20 the coming quarters, whicfk 2 NI £ £ & YI 1 Sa Ad WAY
SB1 Markets/Macrobond to keep the DrOflt rate uD

» Pressures in commodity marketsill probably dampen as at demand for

goods from consumers in the rich part of the world will slow, as demand
for services will recover the coming months 29

On the upper left chart, contributions to deviation from trend inflation is calculated
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Vacancies are record high, and businesses are not able to fill positions

Many have already increased wages. Are unemployment benefits really holding workers back

USA Unfilled vacancies vs. ability to fill them

USA Small businesses, not able to

Bothareuphereq | | 4° fill positions vs wage inflation
5.0 A <= Job openings, rate L 40 45 7 share of companies Change yly pp | 2.5
(unfilled vacancies, JOLTS) 40 - - 2.0
4.57 -35 - 15
35 4
4.0 1 - 30 - 1.0
30 4 - 0.5
3.5 - 25 |
25 EE; 1 — | OO
3.0 -2 - -
0 20 - 0.5
254 115 15 5 --1.0
--1.5
2.0- 10 10 - Median wage 20
Atlanta Fed '
15 - L 5 5 devvs 10y avg|-2.5

75 80 85 90 95 00 05 10 15 20

SB1 Markets/Macrobond

86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

A The fraction of businesses saying that tlaeyually raised compensatiois at the highest level since before corona

A Theexpected increases in compensation the next 3 monitisilso sharply up from March, and businesses saycthsis
are being passed on to customers in the form of higher prices!

A However, so faactual wage increasesvhen adjusted for changes in the mix of labour during the pandemic have not
gained speed (the Employment Cost Index rose more than expected in Q1 but just to a large wage lift in the financial
sector (2020 bonuses), while other sectors reported normal wage gains. The median wage may have flattened, but is
yet reported up We expect that to happen the coming months 30
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Inflation expectations are drifting up but are not yet worryingly high
Univ. ofMich survey 5 y inflation expectations have climbed to 3.1% from 2.4%

USA Inflation & inflation expectations

5.0 -

4.5 -

40-[
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2.5

2.0

-5.0

-4.5

-4.0

-3.5
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1.5 1

1.0 1

0.5 -

0.0

<Prof. F'casters 2.3
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-1.5

-1.0
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0.0
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A¢KS | aQas3.15dzelss$he Bghest
in 10 years (3% smoothed at the chart to
the left), and it is 0.8 pp higher than before
the pandemic (2.5%)

» Still the level is not far above the past-§8ar
averagec but it is a sign for the Fed, of course

» The UM short term inflation expectation at
4.6% is the highest since 2011, up 0.9% from
March @nd he survey was conducted ahead of
the CPI surprise last weekl hese expectations
usually correlated to recent changes in energy
pricesg like now

A Professional Forecasteexpect a 2.3% 10

y rate of inflation in Q2, according to

Philadelphia Fed, up from 2.0% in Q4. The

Q4 level was the lowest ever, and 2.3% is

just marginally above the past 7 years

average, and it refers to CPI, which over

GAYS 3INRBGA ndo LI Tl

referred inflation measure, the PCE

A The 10 ypbreak-even inflation expectation
Is at 2.5% (not smoothed) among the
highest prints since 1998. Still not far too
high for Federal Reserve

» However the direction is not that comforting?

31



K]
SpareBank o

MARKETS

Breakeven inflation is even running ahead of idQ LJ- f = GKS 2 A
Much could be said about the correlation between tmesentoil price &10 yinflation expectations

USA TIPS Real yields, break-even inflation USA Inflation expectations vs. the oil price
5 110'y treasury yields -9 80 ~ US Break even inflation | - 2.50
(10 y infl. expectations)

70 - m— -2.25

"
Break-even inflation 60 / 1M f -2.00
expectations -3 ,V 7 :
whod- A ipc -5 5o-v'fr \ : -1.75
: - 40, w\/v - 1.50
‘/ -1.25

301
20_ h '100
10 - -0.75
Real rate (TIPS 10 y) 0 . . o ITI spot, USE . | L 0.50
'2" ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ -2 JMSJMSIMSIMSIMSJIMS JIM
98 00 02 04 06 08 10 12 14 16 18 20 15 16 17 18 19 20 21
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A But there are some possible links, of course (which still do not explain this close link)

A However, we have even more problems with the other part of the bond yield, the real rate. What is the best
SELX I YyFruAZ2y FT2NJ uKAa eAStRZI OFNNAY3I CSRQa FOuAz2yak
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The 24 best retail sales, ever! Core volume up 16% from 288! And from here’
No doubt, the direction is down, even if not much of the stimulus checks are spent, on aggreg

USA Core retail sales USA Retail sales
. = F 12.5 0 -12.5
Feb 2020 =100, Volume Value, m/m, %
115 7 core sales; ex auto, M
7 gasoline, building mat & restaur. r 10.0 A -10.0
105 - 105
) i 7.5 - 7.5
95 - ___J_,_/v-/ - 95
85-/ . 85 5.0 1 L 50
0] % 3m/3m; yly '\/ " 1o 25 L 95
L s A \,w //\l r
0 v‘v 0 0.0 — 0.0 Total
10.0 ] r 10.0
5.0 - I - 5.0 5.0 - - 5.0
0.0 T : S 1° -1.3 Nov Dec Jan Feb Mar Apr
-5.0 -12.8% | --5.0 20 21
17 18 19 20 21 22 = Total m Ex. auto m & ex. build mat./food serv. (core/control)

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Total nominal salesvasunch in April, expected up 1%. March was revised up by 1 pp to 10a8ebthe level in April was as expected

A Core sales of goodscontrol group, excludes auto, gasoline, building materials & restaurants) fell 1.5%, following the 0.6 pp upward &Xise
hike in March. We assume a 1.8% volume decline in April (autos are not included). Core sales are up 15.9%-parttierpieleve The
downside is substantial the coming months/quarters

A Mixed among sectors, more than half down, but none by méeho andrestaurantd £ S& NRBAS o: o6y2yS Ay Of dzR
sales are just 2% below the ppandemic level (but employment is far more below, strange)

A Retail saleg and other consumptiorg have received a real boost from th&o rounds of stimulus chequeghe first distributed in January and
the second in March and April. Just a fraction of the received amounts have so far bee apdrdavings have increased surgtally 33
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A ton of spending. At least as long as the pandemic lasts
The question is, how much afterwards?

Structural non-oil balance

Actual  Actual Revbud SB1 Markets est Norway Ex oil budget deficit
NOK bn 2019 2020 2021 2022 2023 15.0 - I 150
Pre pandemeic outlook 239 240 251 262 274 Structural deficit = Transfers from the Oil Fund
Now 239 370 403 305 305 Cycle adjusted, in % of trend Mainland GDP
12.5 - =12.3
Corona measures 135 94 10 0
Other measures (residual) -5 58 53 51 10.0 - L 10.0
Balance, % of trend ML GDP 7.8 11.7 12.3 9.5 9.2 ' ’
... fiscal stance, change in bal. 3.9 0.6 -2.8 -0.4
Balance, % of Oil fund 37 37 29 28 757 -7
Spending rule, 3% of Oil fund 303 327 338 352
Deviation 67 76 -13 -27 5.0+ - 50
Sources: Min. of Finance, SB1 Markets
2.5 - - 25
A The2021 nonoil structural deficitwas NOK 90 bn larger | 00
than in the original 2021 budget (G20) but a big extra ' '
adzLIL2Z NI ol a RSOARSR AY CS(C 5. L o5 AY zZ
expenditures were added nowso the proposal was close
to our estimate. The structural deficit is larger than last  -5.0 - S B
year in % of trend GDP, and thus it is expansionary, even 75 80 85 90 95 00 05 10 15 20 25 30 35 40
the economy recovers (if all the money is spent) $81 Markets/Macrobond

A The2020 budget deficivas far smaller than assumed last autumn

A Thenon-oil structural deficit, funded by a transfer from the oil fund is well above the long term budget rule (3% of the
funds value) in 2020/21 but the extra spending now (in red at the chart to the right) is far smaller than the accumulated
Y dzy-Bp8nihg vs. budget rule over the previous years (in green).

A The 2021 deficit is 2.5%-GDP higher than the long term budget rule advices. No other country is closer to their long
term target these days?

A The risksSpending remains too high, after the pandemic. A substantial decline in the value of the Oil Fund an
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Corona measures were not for free but no dramatic downturn in Q1

Norway Mainland GDP A GDPfell by 0.5% in March and 1% in Q1, in sum a tad
105.0 40— o ] L 105.0 weaker than expected
102.5 Q419 =100 ficast " -102.5 Al 26 SOSNE 6KIFG KIFLILISYSR RdzN
100.0 - o\ 7 -100.0 months until April will very likely not hawamyimpact
97.5 S g - 975 on activity in Q3 or in Q4
95.0 - ‘/ - 950 A Theremaining restrictionswill very likely be gradually
92.54 - 92,5 lifted the coming weeks, and we are confidadtivity
90.0 - 90.0 will rapidly pick up in the down beaten services sectors
57 Change yly N P 7S A Business air travel/hotel usagdoreigners spending
201 Fose = F o0 will not recover to a normal level anytime soon, but
281 T \ i - r 25 these activities are not a big part of the Norwegian
gg < gg economy
50 |50 A On the other handNorwegianswill very likelynot
751 | 75 travel abroadas normal this summaer and they have
010301 Q3 Q103 Q1 O3 Q1 03 Q1 Q3 01 O3 O no choice but to spend their holiday budget in Norway,
16 17 18 19 20 21 22 23 24 as last year.
$B1 Markets/Macrobond » After the summer, more of business air travel/foreigners

tourist traffic will support activity

A Consumption of goodsvill very likely approach a long
No kidding, our forecast was not produced to term. tr :
A = A A x A AL x - term trend growth pa‘tg<e ver t mg? quarters
NELX AOHGS b2.tQa FaNBOFado Lijghs o ght'ideCLﬁ ?f&thkggr%;}éﬁt e
its forecast up to ourd : _ _
A Business investmentin both on and offshore have
stabilised and housing investments are on the way up
A Exportshas recovered, and the outlook is not that bad
35



Core inflation down 0.7 pp to 2.0% y/y in April, below expectations
NoBaexpects a further declinthe coming months. Not unlikely

Norway CPI core

4.01 Change % yly 4.0
3.5 1 -3.5
3.0 1 -3.0
Infl. target
2.5 40w r’W\' . e\ e e 25
1.5 1.5
1.0 A 1.0
0.5+ -0.5
1 Change m/m, 6m avg (line) L
0.6 5 - 0.6
0.3 LA 0N - 03
00 TAANMIM M‘\WNf"W MoED.11
0.3 Seas. adj by SB1M --0.3
13 14 15 16 17 18 19 20 21
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Norway Headline & core inflation
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A CPIATEEex. energy and taxes)flation is down 0.7 pp to

H

oz AY !LINAET nom LIL) 6Sf 2

F Q Qdnd (i3 pp below our estimate

»

»

Prices rose were flat m/m (seaslj), down from 0.2% in
March

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

As we predicted, imported goods price inflation is now
receding, due to NOK effect

Domestic inflation has slowed substantially but remains at
2%

A Total inflationslowed 0.1 pp to 3.0%
A The price outlook

»

»

We expect inflation to slowthe coming quarters as the
NOK effect fades and wage inflation remains moderate
(if not low). Demand for goods will have to decline from
a very higHevel.Upside risk: Higher raw material
prices/global price pressures

Anyway, CPI inflation will not have any material impact
onNorges I V1 Q& WolicytBelcontitiy months.
LGQa €€ ke ighpad onlité &al fcBndmyR
and the outlook for the recovery and the housing
market
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More unfilled vacancies in Q& the 2. highest since 2011
I yR GKFGQa 0S8SF2NB GKS dagitlzadza £ KA1S Ay ySs

Norway Vacancy rate vs unemployment

Norway Vacancy rate 507 50
-2.8 4.5+ -4.5
L2.7 4.0 - -4.0
-2.6 3.57 35
o5 3.0 -3.0
24 2.5- 2.5
o3 2.0 - -2.0
A oo 15+ Vacancy rate L15
' 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
-21 SB1 Markets/Macrobond
120 Norway Vacancy Rate
7 s.a; smoothed -7
1.9
6- -6
-1.8 . .
10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond 4 -
. : . 31N ~/Public Admin.
A The vacancy rate has been higher just once since 2011 ° | AN oonstraction |
i i i i i 24 vk . Domestic Trade
which is strange give the still rather high unemployment e =S S ,\/ Hianfacturng |
rate 14 R Transportation
A Almost all sectors have reported more unfilled O N
vacancies the past 3 quarters, since the shock in Q2 lac 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
year SB1 Markets/Macrobond
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Economiadata are still surprisingat the upside (but not China & Norway)
X I O02NRAY 3 (2 BEMKUCEHNGIapandaNielhop, &ith Japah FESIE ®

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
EM x China
Japan
Latin America
UK
EMU
** World **

H Switzerland
A Japan, UK & EMHt the top of the list, followed by Lam CVEVEZ,\eri”

A TheUSsurprise index rose last week isia Pacific

Canada

A Chinasurprised on the downside with its mixed April data, according to Citi fustrala .

A Emerging Markets x Chinare reporting much better data than expected ek

Norway

A Norwayfell sharply last week, due to GDP & CPI data —

= Now ® 1 month ago

. - = A o ~ . ~ _,_ A - A P = A _ A s . A A P v 4w A SB1 Markets/Macrobond A -
SurpriseA Y RAOSa YSIFadz2NE UKS RAFFSNBYOS 06SugSSYy SO2y2YAAauaQ Scwwuuruazya rryrK URD ruuuat zuwuvuzyS 389
























































































































































































































































































































