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Highlights, corona update

The world around us
The Norwegian economy

Market charts & comments
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Last week:

The virus

A Good newsrom most corners of the world. HoweveésK reported a steep risen new infections last week, and that the
Indian variant has gained a large market shareq(50p:2 0 ® { 2YS 20 KSNJ Ydzilyda Yireée 068
O2NR2YIl NAR&A] NBYlIAyas AdGQa OGKS Ydzil yia

A Mobility is rising everywhere in DM as the negative drag from corona restrictions/cautious behaviour are easing
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Last week: The&conomy

A China

» TheNBS PMtose marginally in May, due to a small increase in services. The manufacturing index fell marginally. The NBS sur\
signal a 8% growth path

A US

» ThePCE (consumption) deflatanse 0.7% m/m, and by 3.1% yly, @.0.2 pp above expectations. The Agriice levelis on line or
just marginally below Fed 2% price level target path. Still, the Fed can take comfort that the prices increases are pregejdes
GKS Nl yaAaxi2NE aidi2NE Aa yzu 68SG0V RSIR® |1 26SOSNE (rKis N a
earnest at the June meetingwithout any precise schedule, in order to prepare markets on the inevitable (if growth keephaip),
the QE program will be gradually scaled back not beforddog.Check our 16 pages analysis on US inflation

» Household spendindlattened in April, whilancomefell by as just few stimulus cheques were distributed, andsénngs rate

collapsed. Still, the savings rate is still at almost 15%, as just 30% of the stimulus cheques are spent. Bank acd¢blusiseHirgs
The wall of money is build even higher

» Corporate profitsflattened in Q1, according to National Accounts, as profits before government subsidies rose sharply while tho
subsidies were cut back. Even so, S&P 500 profits surged 25% qg/q in Q1. The medium term profit outlook is muted as umgmplc
probably will decline rapidly

» Durable orderdell marginally in April, due to trouble in the auto sector (probably due to lack of-senductors). Investment goods
orders still on the way up

» House pricesre surging, at or close to or record high rates. New home sales fell, probably mostly due to lack of supply, at least
completed homes.

A EMU

» Economic confidence rosgharply to a record high level in May, signalling strong growth
A Sweden

» The Kl business sentiment surveyse to the highest level, ever. GDP was 1% below theanelemic level in Q1, but March was
0.5% above

A Norway
» NAV unemploymenff St  aKIF NLJX & Ay &> yS¢g 220ftSaa OflrAvYa I NB wO2f

~ a ~
(N} 9StT KGN yalLl2NIH | ySYLJt 28 Y SWHIQ FTBX t M yorQ5m HEQY Ri 20 KuSy ndey, SiYKLSE 23
b2NBSA .IylQa F2NBOI 2SS SELISOG YdzOK Y2NB G2 02YS Ay W

» The oil investment survegignals that mvestments have flattenechind Norges Bank will probably have to revise its forecasts slight
upwards. Investments imanufacturinghas bottomed, while they are still falling in tipewer supplysector

» Retalil salesose by 0.3% in Aprgland is 7% above the pre pandemic level, even if shops in Oslo and some other cities were clos
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The virus is losing (almost) everywhegebut UK is on the way up again?
New cases in India is falling rapidly, as mobility has fallen to a very low level

Covid-19 new cases per day Covid-19 new cases
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A UKhas reported a sharp increase in new infections, at least partly due to themdan mutant, which in some few weeks have gained a &6
WY N] S akKlkNBQ® ¢KS ¥ W% mdde cNmaglg{Jstha)rfthezBrltasl‘Bvaraarﬁ (Which was substantially moragions than the
original corona virus). We estimate that almost 70% of the total British population is vaccinated or have been infedieglr@teds increasing by
just 1.5% per week.

» BothAstraZenica& BioNTeclPfizer protects well against the Indian version but first after the 2. dose, 3 weeks after the first ges@8% may be protecte@ys. 50%
FAFAYyad GKS . NRAUGAAK GINRAFYG0OT B8ASEtRAYI | YdzOK KA JeksBritoHsvQ 6 6KAOK Aa |G wm:
» Sitill, the UK infection level is very low, just 5% of the Jan peak, and hospital occupancy is at 2% of the peak lestil jlastcfles)

A In other rich countries, barring and uptick in Norway after the Constitution (party) day. The most recent infection datiearand hospital

occupancy is still falling
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Mobility is trending rapidly upwards everywhere in DMs
Even India turned up last weekrom a low level

Google mobility Time spent outside home
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Mobility has flattened in Norway x Oslo
Some locatovidoutbreaks, but (yet) not important at a national level

Google mobi.ity Time spent outside home A Several restrictions will be eased from May 26, implying
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Restrictionsare easedby mostare still in place
Somehavesmalleconomiccosts othersmayhave more

Oxford Covid Stringency Index
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ment Response Tracker/Macrobond

A Theremainingmeasureswill be easedwhenthe
immunity rates issufficientlyliftet to keepeven
mutated virusesat bay

A Norwaylifted manyrestrictionslastweekwhichis not
yet recognisedy this survey

A Dataare from the OxfordCoviedstringencyproject,
that at leastare the best at hand



Vaccinations: Ups & downs, but the direction in B\ldrway |
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Few Pt dose vaccinations in Norway due to public holidays and m#tddses Will soon change

Covid-19 immunity - estimated

Covid-19 Immunity
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The recovery in the goods sector continuesevel up 4% vs predvid
Retail sales may have fallen in April, due to EMU & India. Still the trend is up

Global Retail sales, industrial prod. & trade Global retail sales volume
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A Retail salesose sharply itMarch, mostly due to the lift in US and partly also EMU retail sales. Our prelimApailestimate
implies a smaltlecling due to a (likely) decline US, and probably in EMU and India. Global sales are some 4% above the pre
pandemic level

A Manufacturing productionrose more than 1% in March, but probably slowed somewhat in April due corona trouble indndigs
4% above the prpandemic level

A Global foreign traderose further inMarch, to 6% above pre Covid, according to CBP in Netherkaadd the trend is straight
upwards

10
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Volatile retail trade data, but the trend is still up
EMU very likely surprised us at the downside in April (vs. our origatialA better May?

Retail sales volume Manufacturing Production
o .
20 4 % change from Dec 2019 %g 13 1% change from Dec 2019 igwggel‘ o6
/Norway 9 =Nor x oil
,Denmark 8 related 5
' Germany 6
<Sweden 6 \World SB1M 4
China 5 | \Japan 2
\World SB1M 4 Norway 2
NEMU 2 | |South Korea 1
HJapan 0 \EMU 0
Brazil -1 \ltaly 0
- UK -1
Italy -3 | L\USA -2
I \'Spain -2
\\Germany -2
20 France, -4
25 _ 25 _\l\\lgr oil related -9
DJFMAMJJASONDUJFMA DJFMAMJJASONDUJFMA
19 20 21 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A Global manufacturing production grew some 1% in March, and probably slightly less in April

A Retail sale rose much more in March (2.6%, due to large gains in the US, EMU) but may have likely fallen in April, dug
(expected) declines iEMU and Indig and an actual decline in US

11
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The UK restaurants opened up their doors, and the guests turnedemqmnasse
At least according to OpenTable reservation data. The US is gradually returning to normality

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. th@@Fkvel, far better than indicated by OpenTable data

12
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Global airlinetraffic on the way up again? US straight up

World Commercial flights USA Airline passengers
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Global economy

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%
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A Following an 8% growth pace in Q4, we estimate 4% growt When measured vs. the prgandemic trend growth path, China
through Q1 (1% not annualised) is the only country above all other are below
» GDP growth iChinad t 2 6 S R Wi NR O tASThe gipbal egopamy is 3.3%hgowghe-pandemric growth
GDP in th&MUcontracted further path ¢ and the negative output gap is substantial
» IntheUS GDP grew at a 6.4% pace, up from 4.3% ig @4l A US is 3.9% below, EMU 7.2%, and UK 11%
the level is just 0.9% below GDP in-T A Norway is down 4.7% vs. 3.4% for Sweden, due to the different
» Swedenis just 1% below the Q9 level, Norway is 2.3% response to the 2'wave (by Q4, the positions were the
below opposite) 14
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The NBS slightly up in May, level signals decent growth
b.{Q O02YL2aAidS bndn LI dzLJ 2 pndtI Rdz G2 |
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A The manufacturingndex fell by 0.1 p, to 51.0, expected unchanged
A The service sector index rose by 0.3 p to 55.2, marginally better than expected
A We expect GDP growth to accelerate in\@2he subpar growth inQ1, butfollowed bya gradual slowdown in H2

» The activity level is above the ppandemic trend
» Credit policy is tightened

15
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Core PCE up 0.7% in April, 3.1% y/y, above conseqsnishe highest in 30 year:
XIyR GKS CSR Kl a L} SR3ISR (G2 aidle OFftYx G2
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A The core price deflatorose 0.7% in April, 0.1 pp more than 2 I 2
expected.The previous months were slightly revised up. In Q1 4] : /\l‘\‘. L
prices rose 2.5%, up from initially reported 2.3%. In April last yea ;. / \\f Core :
core prices fell by 0.4%. Thus, the annual rate rose to 3.1% from 2- U“'\r ﬂb’v’"’""‘ ,\/t\.,\/w\« U -2
1.9% (rev from 1.8%)0.2 pp0.2 pp above expectations. 11 y ¥ 1
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A Total PCE deflatarose by 0.6%, and the annual rate accelerated
1.2 pp t03.6%, as expected 16



US Inflation

SpareBank

[K]
MARKETS o

Most prices up in April too, recreational services, durable (autos)
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A Used car prices rose sharply, as measured by the;RGE the price level iprobably higher than a long term

equilibrium

A Health care costs have increased sharply recent months
A Medical products & cell phone services became cheaper in May (too)

WNBE 2 LISY Ay 3

17



US Inflation
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There are still jussome few goods/services that have done the heavy lifting
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USA Core sticky vs. flexible CPI
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A Thetrimmed PCE meais at 1.8%, anfl 2 4 SNJ 0 Kl y 2V S
A An index for typicahcyclicalcore PCE goods & servicase up 3.3%, up frorD.5% in April last yeaFhe 2 yavgis at 1.4%
A Thecyclical core PC#& 3.1%as it was one year aginflation for these goods & services have been at a high level quiteclbogit
has not become worse
A In the CPI, almost all of the lift @ore CPhas been due to prices on good & services that normallylexéle ¢ and they are more
up than since 1982. However, these prices are flexible both ways, and the cycles are normally shsticky ltemponentsof the CPI
is up 2.4%belowthe average recent years. For inflation really to take hold, these sticky prices have to accelerate (like from 197
However, the flexible component has contributed substantially to keep inflation low the past 8 years 18
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Thelonginflation history: Warshave createdinflation
¢ KS ™ die manex@eption(but USwasengagedn awarin Vietnam)

A Inflation has been 3% in average
USA CPI since year 190Q and -0.7% in to
gppindexto00=1 " L0 1900 from 1800
16 0 N CIVIIWar ...................... WWI .......... WW” .................. [ - 16 0 A Inﬂa.t|0n haS been above 3% over
: V. ' some time 3 times when the US has
80 o PRAY AR oil ShOCk, ................... - 80 been at War’ Wlth Itself or Others
4.0 T A bad policy. ... .40 A The 4" inflation wave, in the _
g0l e Y MOTNQASEs GKS | { ¢
' ' Vietnam war but not comparable to
10 N g - - 10 the eal’“er WarS The US ab0||Shed

the Bretton Wood fixed exchange
rate cooperation /gold exchange
standard (not a gold standard vs.
the public) 197Xk 73

ATheWg R XJ 0 KS @A NXza Q
turn out to be an inflation trigger.
Will it?

A Moreon US inflation the next 10
pages

15 -
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USA Goverment debt & Inflation
150 o L T O - 150 A The Debt/GDP ratio fell during the
IMF est - - WMptnQasz FfadK2daK
nominal GDP was high, partly due
- 100 to an expansionary fiscal policy
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Money vs. inflation: «Money» is rather lagging than leading CPI inflation
In anything prices are leading «money», not laggmgnd correlation has been weak since 2000

USA CPIl vs M2
CPI, deviation from trend
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So, what now? The Ul@bour market will decide
So far, mostly a US history. But the fate of most financial markets are decided in the US

There are some red lights blinking!

A Growth inmoneyin the US has been extreme, mostly
due to an extremdiscal policy the government debt
has Ieapfrogged and has been financed by Federal
wS a S NS QGE pgiamnNB Y S

A The intellectual climate has changed: Fear of public
deficits or inflation has faded. Thdodern Monetary
Theorymay legitimate an even more expansionary
fiscal policy than we have seen over the past years,
which at one stage may have an impact on inflation

A We are witnessing extremghortagesin the global
supply chain, delays otelivery times and extreme
increases imaw material prices and companies are
reporting extreme increases input and output prices

A At the same time, US businesses are reporéxigeme
shortages of labourand the authorities aecord high
number of unfilled vacancies

A The inflation risk is certainly larger than we have been
witnessing for the past few decades

What could happen?

A Money, deficits & debt or QEo not create inflation by
themselves (and even not together)

A Raw material prices/corporate marginsever rise
WF2NBJSNXQ 2 NJ S@SMarngthanoYl ye
lPSELJfI)\YQ adzadl AYSR &adzZNBSa
analysis in Macro weekly no. 20/21)

A A~ A w

A2 KI Q& YSSRSR 02 Liza K AY T
time
» Strong aggregate demangprivate + public)

» Tight labour marketover several quarters, at least in the
start of the wage/price spiral

» Lack of confidence in the monetary reginwe at least
low/moderate inflation outlook

» No adjustment irfiscal or monetary policy

» No market reaction(or market reaction supressed by public
measures (like QE, yield curve control)

A In the first round, the main uncertainty is not whether
demand will be strong or nag it will (savings are
extreme etc).The question is whether most of the
millions US workers who left the US labour market
during the pandemic will return, at current wage
offerings, during the coming few months
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The Fed vs. inflation: We believe there will balk about tapering in June
Fed now aims for 2% inflatiaver time:6 SQNBE G KSNBXZ 2NJ ljdzA S Of 2

USA Core price level USA Core PCE inflation
1091 2017 =100 <USA CPI 357 Annual growth rates r3:5
<USAPCE 3.0- <yly 3.1
105 2.5 A -2.5
- 104 2%
oo
-103 2.0 1 Aja - -2y 2.0
102 5y 1.9
L 101 1.5 +; B
100
L 99 10' '10
S R R o 98
J MS JMSJIJMSJIMSIJIM 0.5 1 0.5
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A The Fed has not defined tisne horizon, should the average 2% inflation target be reached over 2, 3, 5 or 10 years? We guess 2 years is tc
and 10 years is a too long peridg something around 85 years?

A The 3y & the 5y rates are now at 1.9%us not much below 2%. At the chart to the left, the core PCE price level now idosani@ the 2% line,
starting at the average price level in 2017 (4 years ago)

A Measured vs. the CPthe average core inflation is at or well above 2%, whatever period we check

A The 3.1% yly lift in prices in April is of course both due to the price cuts lastAptijust as much due the brisk incresim prices past (check the
red arrow), and by itself not reason for panic

A Inflation expectationsare way above 2% in markets & among households and very likely among companies as well 23




USA

SpareBank

MARKETS

The majority of checks were sent out in March: Incorie3.1% in April
Spending up 0.5%, in line with consensus

USA Private consumption

USA Household income & spending
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A Private consumptiorfell 0.1% in real terms in April (+0.5% in nominal terms, in line with expectations)

A Personal disposable real inconfell by 13.1% in April, as the majority of the stimulus checks were sent out in prior mémfast,
wages & capital incomes were up in April, like over the previous months
A The savings ratéell sharply to 14.6%, still way above the fpa@ndemic level. As the transfer bonanza more or less is behind us, w
expect a further increase in consumption of services to be funded by a savings rate decline
» h@SNJ GKS FANRG n Y2yidKa AY HAHM Y2YAYylLt aLISYRAY3I A& dihdondeds ug ;
by an extra USD 670 bn. Thus, app&xiza U o /&2 2 F UKS Wau A Y,dzhildZ2% OeShipetrSaiieQ forfalrafhisr qay S S y
equalling 2.7% ddnnualincome. In addition, the current savings rate is far above a normal level! The wall of money is high!! 24
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The savings rate down 9 pp but remains far above the abovepaademic level
We still doubt the savings rate will remain at the current level for long

USA Housing savings rate USA Households' savings
35 7% of disposable income - 35 30 +'In % of disposable income - 30
Quarterly data
30 - - 30 25 - - 25
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W il
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SB1 Markets/Macrobond SB1 Markets/Macrobond
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Durable orders down in April, but level is still high & core orders were up
The order inflow was still below the Jan level. However, surveys indicate further growth in Q2

USA Durable orders USA Capital goods orders vs S&P500
300 4 USD bn -300 30 - Deviation from long term trends, % - 60
25 A - 50
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A Total durable orderdell by 1.3% inApril, expected ©.7%

A Core ordergex aircrafts & defence) fell buy 0.5%, expected slightly up, following.18 increase in March. The decline was due tc
lower auto ordersg very likely due to supply chain challenges (like semiconductor shortdeesuto, core orders were up 2%

A Core investment goods ordenrsas up 2.3%, expected up 0.8%, and business investments will very likely grow further in Q2

A Order inflowis far above prevandemic levels, especially for investment good orders and surveys are still strongly hinting a furth
increase the coming months
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Less government subsidies but profits still grew in Q1
Wh NRAY I NEQ LINE T A { apahdsidc level, but dov. shpyparidrs thad gompeksate

USA Corporate profits USA Corporate profits
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A Government ‘pandemic programisave lifteddomestic corporate profitsat an unbelievable scale

» t NBEFAGE KIFIGS 6SSy 1SLI dzlls SPSy AT GKS Wy2N¥If Q LINEAornal prafitlgt@ING G A 2 )
A Domestic corp. pre tax profitsose marginally in Q1, but is below the @8d ¢ when government subsides were at the highest
A Total after tax profltsfell slightlyc and the profit cycles have been on the wsuthsince 2015
A 'ihst SdE LISOU w2 (piefksybéfdibsabsididb)BoBtietigihen the next quarteisut the longer term outlook is probably not

at goo

» Thge remaining government support programs will probably be abolished in Q2 and Q3

» The corporate tax rate will probably be lifted, if not as much as president Biden has proposed

» Wage inflation may accelerate 27
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An unusual discrepancy, and S&P earnings level is pretty high vs national profits too

USA Corporate profits
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USA Corporate profits

100 1sgp Operating Earnings'in % 100
of National accounts profits
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A Usually, that has not been a good omen, but the data is all over the place these days

16 18 20

SB1 Markets/Macrobond
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Profits were under pressure prior to coronaas usual when unemployment fall
X YR F2NI K2g t2y3 gAftft dzySYLIX 28 YSYyid NBYI ;
USA Corporate profits
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USA Corporate profits vs unemployment 1 |RomEStic 6o I
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4 i L 4 SB1 Markets/Macrobond
3- - 3 USA Corporate taxes
2 - ) 50 71 % of domestic corporate net profits 50
1 . When unemployment falls L 451 43
belaw 6%, profitgrare exposed 40+ Total taxes -40
0- 1 : ‘ ‘ : [ ‘ ‘ : 0 a5 (incl to states etc) a5
75 80 85 90 95 00 05 10 15 20 25
SB1 Markets/Macrobond 30 1 -30
) 25 - -25
A Whenunemployment falls below 6%corporate profits are 00 | o
exposed; at one stage the profit share will start to decline
because wage earners will get the upper hand vs. employers. At 15- r 15
least it has always happened in the past 10 - -10
» Before the corona crisis, the ptax prafit share had fallen substantially 5 - -5
aAyOS UKS Hnmp LISF1X 06SOFdzasS dzySY
A Taxes were cut substantially in 2018, equalling some 8% of 70 75 8 8 90 95 00 05 10 15 20
corporate profits. Biden has pledged to reverse half of these cuts SB1 MarketsiMacrobond

say some 4% of profits, equalling 0.3% of GDP. A drop in the

ocean vs. the huge structural budget deficit, of at least 8% of GDP 29
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New home prices are still laggingbut up 7%c¢ 8% y/y
National real prices back to the 2005/6 peak, still much lower vs. wages

Home prices USA Home prices
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A New home pricesre still not appreciating that fast, even if lumber and other raw material prices have soared

At KS NBI f inedMigiice dobactwaltransactions may be somewhat distorted as the share e¢mighomes
transactions may has increased recent months. This index is more volatile and far less reliable than the repeated sale
based Cas&hiller or FHFA indices (which though are smoothed by 3 months)

» However, both CS and FHFA are reporting close to unprecedented (or unprecedented) price hikes since last anththerannubrate
will very likely climb further the coming montiqgo record highs, also for the CS index (FHFA is already at ATH)
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Economic sentiment surprised on the upside for théd 8nonth
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EMU Economic sentiment vs GDP
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from 110.5 in April, expected up 112.1! 2-

» Themain indexis 1.4st.devabove average,
growth

» All sectorsare now signalling above average growth, even

manufacturing. Manuf. is at all time high

» Consumer confidences surging, even in the times of covid & continu

signallimgughly4% GDP 3|
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restrictions. Although, some restrictions were indeed eased in May

» This survey has been useless to calibrate quarterly (g/q) growth rates
during the pandemic. The same goes for most other surveys (like the
PMI/ISMs)Still, when all now are surging, no doubt a positive signal
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NAV unemployment fell sharply in Mag to marginally belowb 2 . patha
X yoRichmoreli 2 O02YS Ay WdzyS 3 WdzZ 8K 28§ GKAY]

Q¢

New jobless claims Norway unemployment
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Oslo came too late to have any impact on the May data

A The number opartially unemployedé | & dzy OKF y3aSR 4 ¢T1QX fSIFEZAYy3a (-mb QINIYR @Miélats SI i
adjust. no.), equalling 6.4% of the labour force. Before the corona crisis, grand total unemployment rate was at 3.8%of Tadaughed workers fell
oe TQ (G2 TnQd 2SS SELISOG | aKFINLI RSOftAYS Ay WdzySkwdzZ & (22

A The inflow ohew job seekersollapsed in Mayto the lowest level since 2008
A The inflow ofnew vacanciesemained at the very high April level in Mapndshot up in travel/transport
A Allin all:The labour market is turning at a dimgust as we expected. S G KA Y] b2NHSE . Fy] 6Af f SrabhestinadR ;
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A large jJump in new vacanciesand travel/transport at the top!!
X 0KSé& ySSR S@OSYy Y2NB SyYLX 2eSSa GdKIFy (KS

Norway Labour market balance Norway New Vacancies
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A A higher no. of vacancies in all sectors than in 2019 (we have adjusted data as good as possible)

We have made a preliminary adjustment of the 2020 vacancy data due to a NAV reporting error which have led to under oépestirmpsitions through the year. NAV reports that the no. of new
vacancies is at the same level in January 2021 as one year ago

33



Oil investments: Q2 survey better than expected

Tax

cuts & the oil price save the day

Norway Oil Investments vs survey
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Norway Oil Investments vs survey
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A Oil companies revised the2021 investment forecastip by 5% to NOK 184 bn (we exp. 174 bn), and slightly above the
equivalent 2020 estimate. Still, we assume a 1% decline in nominal t&%sn volume terms, and not far above2 . I Q:
estimate-4%T QO a u

A The 2022 estimatevas revised up by 3%, less than we expected. The estimate is 2% below the equivalent 2021 estim
Several investment projects will be added to the list (a PDO delivered) during this and next year in order to benefé fro
temporary tax cuts decided last yeaand a higher oil price is also supportiVée expect 2022 investments to remain
unchanged (volume terms) vs. 2021. In March, Norges Bank assumed a 5% volume decline next year

34



K]
SpareBank €

MARKETS

Economic data are still surprising on the upside (but not Chinese & Norw. da
X T OO2NRAY3 (G2 [/ AGAQa &adz2NLINRAA&AS AYyRSE® WI LI

Citi surprise index
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A TheUSsurprise index has fallen to neutral Ca. S
A Chinasurprised on the downside with its mixed April data, according to Citi oEMEA e
A Emerging Markets x Chinare reportingmuch betterdata than expected weden .
A Norway has surprised on the downside, due to GDP & CPI data S S —
Norway I
China I e

= Now ® 1 month ago
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The Calendar: PMI/ISM, US labour market, Norwegian house prices

Time [Count] Indicator [Period | Forecast  Priof]
Monday May 31
08:00NO |C2 Credit Indicator YoY Apr (5.0) 5.0%
11:0JWO |OECD Economic Outlook
Tuesday June 1
03:49CH |Manufacturing PMI, Caixin May 52 51.9
08:3JSW [Manufacturing PMI May 69.1
10:0JNO |Manufacturing PMI May (58) 59.1
10:0JEC |Manufacturing PMI May F 62.9 62.8
11:0JEC |Unemployment Rate Apr 8.1% 8.1%
11:00EC [CPI Core YoY May P 0.8% 0.7%
15:459US  |Manufacturing PMI, Markit May F 61.5 61.5
16:0JUS |Construction Spending MoM |Apr 0.6% 0.2%
16:0QUS |Manufacturing ISM May 60.9 60.7,
17:.0qWO |Manufacturing PMI May 56.3 55.8
Wednesday June 2
08:00NO [Households' savings rate 1Q (19.6% 14.59
08:0JGE |Retail Sales MoM Apr -2.89 7.7%
11:00EC [PPI YoY Apr 7.309 4.309
20:0qUS [Federal Reserve's Beige BooK

US [Auto Sales May 17.5m 18.51m
Thursday June 3
03:45CH [Caixin Composite PMI May 54.7
03:49CH |Caixin Services PMI May 56.0 56.3
10:0JEC |Services PMI May F 55.1 55.1
10:00EC  [Composite PMI May F 56.9 56.9
10:3qUK  [Services PMI May F 61.8 61.8
10:3qUK  [Composite PMI May F 62.0 62.0
11:0JNO |House prices, MoM May 0.2% -0.1%
14:153US  |ADP Employment Change May 650K 742K
14:3qUS |Initial Jobless Claims May-29 395K 406K
15:45US  [Markit Services PMI May F 70.1 70.1
16:0qUS |ISM Services May 63.0 62.7
17:00WO [Services PMI May 58.6 56.6
17:00WO |Composite PMI May 57.6 56.3
Friday June 4
08:0JNO |SSB Economic trends Q2
11:0JEC |Retail Sales MoM Apr -1.79 2.7%
14:3QUS  [Nonfarm Payrolls May 650K 266K
14:30US  |Unemployment Rate May 5.9% 6.1%
14:3qUS |Participation Rate May 61.89 61.79
14:3qUS  |Average Hourly Earnings MoM May 0.2% 0.7%

A PMIs & ISMs

» The preliminary European & US PMI surveys signal another big leap upwardglivbidle
PMI, mostly due to a recovery in servic@fie manufacturing sector is a record strong levels
already. We expect some slowing in H2, but we are not there yet. In the US, the ISM
confirms, growth is very strong. The flip side is of costggply chain stress, and very rapid

price increases
A USA

» Employmentsurprised at the downside in April, and theemploymentrate roseq at the
same time as the no of unfilled vacancies has climbed to a record high level, by far as the
service sector is opening up. The next few months will be extreme exciting, will people
return to the labour market and accept the low paid jobs that are vacaviten corona and
SEGNI dzySYLX 28YSyi o6SyS¥Aaida 020K | NB 32y
returns on financial markets. In May, a middle of the road outcome is expected, nonfarm
SYLX 28YSy il dzld W2dzAGQ cpnl = dzySYLX 2@ YSyi

» Howwillthe. SA 3S NBRR2LI2QARSY 14 6WGKS bSGg2N] Q0 R
expect more complaints of labour shortages & some more pressure on wages

A EMU

» Inflation is still mutedg and is expected to remain so in May, with the core up 0.8% yly.
Producer prices are sharply up but as long as wage inflation remain low, underlying inflatic
pressures remain low

» Retail salesre expected down more than 1.5%, as France has reported a deep decline in
consumption of goods

A Norway

» House pricesurprisingly fell in April, and realtors report some weakness in May as well
(even if the seasonal factor still is positive). Our short term model suggests decent price
I LILINSOALF GA2YyS a R2S&a b. Qa adz2NwSeod | 2¢
may have run its coursgand some buyers are now factoring in higher rates. We expect a
modest increase in May

» Credit growthis trending up but very slowly. Growth in household credit has flattened, whil
business debt is accelerating somewhat. The record low interest rate has so far not ignitec
credit boom

» Household savingery likely rose sharpiyp Q1, perhaps towards 20%. Plenty of capacity to
increase spending on services in Q2 and even more in Q3

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligktedost important in bold 36



Highlights

The world around us

The Norwegian economy

Market charts & comments

SpareBank

MARKETS

[
1

37



K]
SpareBank €

The NBS slightly up in May, level signals decent growth
b.{Q O02YL2aAidS bndn LI dzLJ 2 pndtI Rdz G2 |

China Composite PMls China NBS PMiI
62.5 - _62.5 62.5 - L 62.5
60.0 - ,I\ -60.0 60.0 - -60.0
57.5 1ML f W 575 57.5- 575
55.0 - \ r/ e 55.0 - -
| r |l NBS
52.5- ( 542 52.5 - 525
' 51.0
50.0 |l —— kAT 50.0 50.0 1 50,
47.5- [ 475 47.5- Manufacturing -47.5
45.0- -45.0 450 - - 45.0
425 425 425 - 425
40.0 - -40.0 40.0 - | - 40.0
07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The manufacturingndex fell by 0.1 p, to 51.0, expected unchanged
A The service sector index rose by 0.3 p to 55.2, marginally better than expected
A We expect GDP growth to accelerate in\@2he subpar growth inQ1, butfollowed bya gradual slowdown in H2

» The activity level is above the ppandemic trend
» Credit policy is tightened
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Services are reporting growth far above trend

The construction & steel PMIs recovered some ofthe Makphf 23 aSas f S@St
China CFLP/NBS PMI Construction

China Services growth vs PMI o U
. ctivity|
65 - | - 20 65 - - 65
60 - - 15 55 E
50 —— - — H 50
55 - 10
45 - -45
50 - Service sector production L 5 401 40
change yly 35 - -35
13 14 15 16 17 18 19 20 21
45 O SB1 Markets/Macrobond
China Steel Production vs PMI
40 - - -5 70+ - 30
Steel production L
65 changeyN in % 25
35+ --10 60 - - 20

15

05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 55 - r
SB1 Markets/Macrobond - 10
50_1’\ } f‘/\l\\”\ J .A/L A
7* - 5

A Activity in the service sectdras been below par recent 43"

\ -0

months but the PMIs signal somewhat better 40 - H’\ 5
35 1 --10

30+ --15

o8 09 10 M1 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond

The last PMI services observation is based on the change in the NBS survey
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Core PCE up 0.7% in April, 3.1% y/y, above conseqsnishe highest in 30 year:
XIyR GKS CSR Kl a L} SR3ISR (G2 aidle OFftYx G2
USA PCE deflator

1Ch % m/ 0.
USA Core PCE deflator TR et
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3.0 - ] , , T - [
] i o2 I|"”“r il Ili'll‘l /4 ‘Illi 02
4 MA L =
20 -‘\ / /\V‘\/«v-\\_ o \n/‘\/\\/ AY A 2.0 0.0 - 0.0
~— 1 s
1.0 - - 1.0 0.2 L-0.2
] § 1 Core
0.0 0.0 0.4 - 1 0.4
-1.0 --1.0 -0.6 --0.6
0.74ch / L JMMJSNJIJMMJISNJIMMISNIMM
] ange m/m 18 19 20 21
05: L 0.5 SB1 Markets/Macrobond
0.3 ' ‘ - 03
0.1 4 |.||||I|||I|..|||i|||||.||||||u|||||||||.||||| ol ||I el |i| IHI ||| - 0.1 USA PCE deflator
-01- __0_1 12 - Change % yly 12
03 7 03 11 4 -1
] L 10 - -10
-0.5_ T T T T T T T T T T T _-0-5 Q-A I 9
10 11 12 13 14 15 16 17 18 19 20 21 8- -8
SB1 Markets/Macrobond 7 -7
A The core price deflatorose 0.7% in April, 0.1 pp more than 2 I 2
expected.The previous months were slightly revised up. In Q1 4] : /\l‘\‘. L
prices rose 2.5%, up from initially reported 2.3%. In April last yea ;. / \\f Core :
core prices fell by 0.4%. Thus, the annual rate rose to 3.1% from 2- U“'\r ﬂb’v’"’""‘ ,\/t\.,\/w\« U -2
1.9% (rev from 1.8%)0.2 pp0.2 pp above expectations. 11 y ¥ 1
» Last Apj" the annual infla}ion was 0.9%tnceApril 19 th,e average inf[atjon 080 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 0
NI 0S KIa 0SSY Hdm:X alLl2da 2y CSRQa SB1 Markets/Macrobond

A Total PCE deflatarose by 0.6%, and the annual rate accelerated
1.2 pp t03.6%, as expected 40
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Most prices up in April too, recreational services, durable (autos)

L Health Care
<Recr. serv
<Durable Goods

Total

~Ex. food & energy
[NFood & Acc serv.

NZ% path
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10 /)Seryices 1

i 7, Jefal 1
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5 - £/Goods 0 -
__ “Food & Acc serv.

B — |
0 - = L 2% path -1 -
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-51 [\EducafiorServ. o
Cellular tel. serv~

10 ; T

Jan Mar May Jul Sep Nov Jan Mar May Jan Mar May Jul Sep Nov Jan Mar May
20 21 20 21

SB1 Markets/Macrobond

SB1 Markets/Macrobond

A Used car prices rose sharply, as measured by the;RGE the price level iprobably higher than a long term

equilibrium

A Health care costs have increased sharply recent months
A Medical products & cell phone services became cheaper in May (too)

WNBE 2 LISY Ay 3
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PCE bynain sector. Transportation(autos & gasoling explainsa lot

However mostsectorsreports >2% pacef priceincreasethe past3m/3m
PCE price index

PCE price index

% change yly
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A Howeverthe y/y growthrate is not representative for

the underlyinggrowth pricesnow

' m April 2021

® Avg prev. 12 m|

PCE price index

% change 3m/3m, annual rate
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US Inflation
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USA PCE 'core'
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There are still jussome few goods/services that have done the heavy lifting
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USA Core sticky vs. flexible CPI

15.0

12.5

10.0

7.5 A

5.0 1

2.54

0.0

Core Sticky CPI

-15.0

-12.5

-10.0

-2.5 1

A Thetrimmed PCE meais at 1.8%, anfl 2 4 SNJ 0 Kl y 2V S
A An index for typicahcyclicalcore PCE goods & servicase up 3.3%, up frorD.5% in April last yeaFhe 2 yavgis at 1.4%
A Thecyclical core PC#& 3.1%as it was one year aginflation for these goods & services have been at a high level quiteclbogit
has not become worse
A In the CPI, almost all of the lift @ore CPhas been due to prices on good & services that normallylexéle ¢ and they are more
up than since 1982. However, these prices are flexible both ways, and the cycles are normally shsticky ltemponentsof the CPI
is up 2.4%belowthe average recent years. For inflation really to take hold, these sticky prices have to accelerate (like from 197
However, the flexible component has contributed substantially to keep inflation low the past 8 years 43
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PCE: A normaroportion of pricesare still falling
X thoughnot anearlybird to watch

USA PCE - Share with price declines
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