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Highlights, corona update

The world around us
The Norwegian economy

Market charts & comments
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L ast week:

The virus

A Good newsfrom most corners of the world. However, théK reported a further steep risen new infections last week, and that the Indian (delta)
variant has gained a large market share (30%p:2 0 @ { 2YS 2 OKSNJ Ydzii yda YlF& o S ) NP YRy ARY &152 2A
and more aggressive mutants. If they do not arrive, the pandemic is more or less over in the rich part of the worldiddispga deaths have
fallen even faster the no. of new cases

A Mobility is rising everywhere in DM as the negative drag from corona restrictions/cautious behaviour is easing

The economy, part |
A Global PMI & ISM

» The global composite PMI climbed further to the highest level in 15 years due to a steep increase in sbticeanufactures are signalling
even higher growth. A 6%+ GDP growth rate is signalled, more than twice the trend growth. However, that is needed, izgythevatsome
3% below par. The Indian service sector PMI fell sharply but no other problems (and the setback in India is modes cotagtespdng).
Sweden and US at the top, but the manufacturing sector in EMU shines, and services have tuooedgh&he US ISMs report an 8% growth
pace. Delivery times are soaring everywhere, as are prices. In the US, numerous comments on serious labour shortages

A Global auto sales
» Global sales fell by 5% in May, according to our prelim. estimate. de2l®e in Indian auto sales contributed to more than half of the global

decline, lower sales in the USA most of the etite latter at least partly due to component shortages. UK sales have recbiepre
lockdown level, while sales in EMU remain 20% below, following just a small uptick in May

A OECD/G7

» TheOEConfirmed its upward revision of its forecasts from March, and added a couple of tenths to the 2021 global GDP estingte, to 5
following the 1.4 pp upward revision to March from last November

» C2{f26Ay3a GKS _ . ARSY | GYYidantd rinisiiag ée(%qummnplkryehtlug?\alglob’alﬁ!Mmlannﬁ corporate tax rate,
YR GKELEG _fFNBS w3f20lfQ OZYLJI)/ASa oy2ia @S RSTAVSRUlcead(ésdk]rﬁbt LJI
GKSNBE (KSe& I NS KStI R|j dzl NISNBR® ¢ KS N al F2NJ WRATA 01 f uldhate béeh NA ¢
almost unthinkable. The G20 head of states will have to make the final decision, probably in June
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Last week: The economy, part Il

A China

» Exportsfell in May but remain strong, some 10% above thepaeademic trendlmports rose sharply, even in volume terms, we assume. Impor
volumes are 15% 20% above the pr€ovid trend; no sign of weakness in domestic demand. Trade surplusfell further

A uUs

» NonfarmemploymentaNB ¢ i Y2RSNIGS LI OS Ay alés yR ¢Sttt o0St2g SELISOI
5.8%, with a 0.1 pp contribution from a drop in the participation rate. The participation rate is flat, even if far fewgpateng that they stay out
due to Coviel9 related challenges (like taking care of schdgoldren etc). Have they left the labour market permanently orénathers left, and if
so, temporary or permanent? Removing the extra USD 300/week unemployment support in some states the coming weeks \ildlgese va
information on the potential for growthwill the labour supply respond?, as demand for is strong Sfmall businesseeported that it became
even more difficult to fill vacancies in May (ATH, by far), and they are lifting compengstioal wages rose much fastidwan expected in May
too (0.7% vs. 0.2%), broad based. In addition, it is becoming even more difficult to say these figures are distortethplpyimeemt mix. The sign
of that impact should have changed by now!

» CSRQa . $its @donal ret®drk) confirm decent growth, and there a numerous reports higher prices for goods and services, and labc
shortages. Some more FOMC members are warning sfatbspeaking about taperiig A ¥ OKF ANJ t 2 Sff RSOARSA.

» Treasurysecr Janet Yelleradvocates the USDtd spending proposals (2% of GDP) even if they could temporary lift inflation and that slightly
higher interest rates would be a plus for the society and the Fed (she even said inflation and interest have been toadewgafde, according to
Bloomberg)

A EMU
» Retail saledell by 3.1% in April, even more than expected, reversing the March gain. However, the focus is now on May and JuneeBBaymoc
» Headline CPI (HIPC) inflati@tcelerated to 2% buttheoreNB Y Ay SR i nod:>> ¢Sttt 06St2¢ 9/ . Qa i
vacancies close to normal and there are no indications of higher wage inflation
A Norway

» House pricesose by 0.6% in May, much better than expected as realtors, at least in Oslo, were complaining. Oslo pricefeibtita 81 a
row, by 0.3%, while prices in rest of the country rose by 0.9%. Smaller Eastern cities were in the lead. In Oslo, theahuestdd homes are on
the way up, while the inventory is still shrinking in rest of the cougtaynd the sum is record low. The market balance sgyadurther 1% per
month prices increases outside Oslo, but zero growth in Oslo

» Credit growthremains in check at 5%wand just marginally above income growth both for companies & households

» | 2dza SK2{ Ra Qoséds @e efpdcied WH1%3n Q1 as consumption fell. The savings rate is more than 10% above normal, and it i
sufficient to fund a large increase in spending on services as soon as that becomes possible. Over the past 5 quastéesysdeeg running
YdzOK KAIKSNI 0KIFYy yY2NX¥IFtX Ay adzy SldzZttAy3a mw: 2T K2 dzaspddniolr Qa
further




Covid19

The virus is losing (nearly) everywhegaout new cases in UK further up last we
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New cases in India are falling rapidly, as mobility has fallen to a very low level

Covid- 19 new cases per day
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A The Uknhas reported a sharp increase in new infections, at least partly due to thénmuan mutant, which in some few weeks have
gained a 50%T p:’> WYl NJ SO &K NB Qd ¢ K S¢ 39%3 moreQidmmgrobwthan tiel- Batishov&riand (&/hich was
substantially more contagious than the original corona virus). We estimate that almost 70% of the total British popwatiomated

or have been infected
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» Sitill, the UK infection level is very low, just 6% of the January peak, and hospital occupancy is at 2% of the peakitestdl jiast flat)

A The US & Germangre reporting few new cases

A The no. of new cases Morwayis heading rapidly down again

A Thehospital occupancyhas fallen even more than cases everywhere, witdathshave fallen even more than hospitalisations
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Mobility on the way back to a normal leve] sharply up in Europe (Nordics incl
Even India turned upast two weeks

Google mobility Time spent outside home
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The weather, eased restrictions, or lack of fear for the virus?
Norwegian mobility sharply up last week

Google mobility Time spent outside home
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Restrictions are eased but most are still in place
Some have small economic costs, others may be greater

Oxford Covid Stringency Index
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A The removal of restrictions are quite parallel among
rich countriesg but UK has tightened marginally

A The remaining measures will be eased when the
Immunity rates is sufficiently lifted to keep even
mutated viruses at bay

A Data are from the Oxford Covid stringency project, that
at least are the best at hand
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Vaccinations: Ups & downs, but the direction in B\lBrway is up
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 almost 3% iMarch, mostly due to the lift in US and partly also EMU retail sales Aptirestimate implies a 1%+
decling due to lower sales in the US and (more than we assumed) in EMU and very likely in India. Global sales are almost 4%
the pre-pandemic level

A Manufacturing productionrose more than 1% in March, and another 0.4% in Agaild is +4.1% vs D4®

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 up
Sales down in US & EMU in April, in the US from a high level. Manufacturing steadily on the v

Retail sales volume Manufacturing Production
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A Global manufacturing production grew some 1% in March, and probably slightly less in April

A Retail sales rose much more in March (2.6%, due to large gains in the US, EMU) liketlynagvefallen in April, due to
(expected) declines iEMU and Indig and an actual decline in US

11



K]
SpareBank €

MARKETS

Oops, and then German restaurants opened up too!
The Brits seem to have become rather outgoing. The US close to normal

Restaurant reservations OpenTable USA Restaurant reservations OpenTable
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A Restaurants still closed in parts of 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

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
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Inflation is on the way up, some placesand on average
Energy prices the main culprit, core inflation not much up outside the US (so far)

Core CPI Inflation
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Global economy

K]
SpareBank o

Consumer confidence is recoverimggout remains below par in EM x Ch
In both Europe & the US, confidence iavg not far below preCovid level

Global consumer confidence
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A In most EM x China, sentiment is below
par

A India is at the bottom, for good reasons

A Israel is at the top, for goods reasons too

» April is the lasbbs the May conflict with the
Palestinians may have lowered confidence

A In sum: Households are ready to spend

Last observation. Total EMU is leading 1 month on member countries
Norway is the average &inansNorge & Opinion

Consumer confidence

31 Std.dev, avg since 1994 =0
3 mavg

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

SB1 Markets/Macrobond

KEMU

UK

L

USA
Norway
--0.5

--1.0
--1.5
--2.0
--2.5
--3.0

-

A J
21

SB1 Markets/Macrobond

Consumer confidence
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Global economy
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A 3%+ global GDP growth pace in Q1, level 0.6% abov&34

China in the lead, India follows, at least in Q1,

GDP
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and measured absolutely

GDP
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A Following an 8% growth pace in Q4, we estimate 3.2% growth A When measured vs. there-pandemic trend growth pathChina

through Q1 (0.8% not annualised)

» GDP growth ilChinad f 2 6 SR
the EMUcontracted further

» IntheUS GDP grew at a 6.4% pace, up from 4.3% ig &4 the
level is just 0.9% below GDP in-0@2t

» India, Brazil & Russiall grew better than expected in Q1
» Swedenis just 1% below the Q49 level, Norway is 2.3% below, in Q1

G2 F WGNRO1ftSQ

Is the only country above all others are below
| The,glphal-ecopgmyg 8.1%%, below. the prpay ic gyawth pathg
g ang-I th!g négativeﬁ] ou?p%t gg)pb?s subéémtial w qut
» USis 3.9% belowEMU7.2%, andJK11%
» Indiais 4.5%beglow

» Swedenis down 3.4%Norwayis down 4.7%, due to the different
response to the ® wave (by Q4, the positions were the oppojite

16
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The global comp. PMI even better than we assumed, upto58.84 8 0 a4 A
The global index added 1.7 p, and signals a 6%+ GDP growtlgrad®ve trend

Global PMI vs growth 7 Global PMI vs growth
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A We assumed a +0.9 p lift to 57.6, 0.8 p lower than the outcome!
A Both services and manufacturing contributed on the upside

17
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The Swedish PMI is the best of all, ever. Just 4 countries below tlee50

Composite PMI

PMI Composite

Deviation from 50 & change last month
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A Sweden, US & UK at the top. Barring strange figures from Saudi Arabia in 2011, the 70.9 PMI print is ATH for any aountry, eve
A India was the biggest loser in May, and the PMI fell below th&érg0(though, Brazil still at the bottom)

A¢tKS / KAySasS talLa YAE §Bukboth$ighd grolvi dbove fedid/ = b . { Q dzLJ

A Brazil a the bottom, very likely due to continued corona problems 18




Manufacturing PMI climbs, 90% are above 50, a further recovery signalled

The PMI rose by 0.2 p to 56 in May; the best level in 10 yea

Global Manufacturing PMI vs production
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A The global manufacturing PMI rose 0.2 p to 56 in May, below our est.
» 61% of the countries/regions reported higher PMIs in April than in March
» Almost 90% of countries reported a PMI> 50, the highest proportion since 2018
A Europearncountries at the top at a record high level. THSPMIs rose
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further, and the ISM index rose slightly as well

A TheChinesamanuf. PMIs were mixed but still signal growth above trend
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PMI Manufacturing

Dev from 50 & change last month
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Global PMF Inflation

Businesses keep reporting even faster growth in input/output prices
Higher CPI inflation unavoidable, at least short term
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Global PMI Services Prices
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The last services PMI priced based on preliminary
PMis from EMU, Japan, UK, and US
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OECD Inflation vs PMI prices
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A Both manufacturers and serviceswe reporting rapid
increases in prices, both input & output prices

A The correlation tactual CPI inflationis not prefect, but
the PMI price indices are signalling a lift in headline
inflation, from 2.9% in rich countries in April

A The correlation to core CPI is far less impressive
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Manufacturing ISM up 0.5 p to 61.2 in May
Delivery times are rising faster than ever, and prices have been rising faster just once, in 197¢

USA Manufacturing ISM USA ISM Manufacturing orders
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A Demandis strong: Order index increased by 2.7 p in May to a very high level of 67, signalling unusual rapid growth in ordersa3daithe backlog at yet
another ATH

A Activity is increasing broadly: 16 of 18 industries reported growth in new orders, only 2 out of 18 industries reported a coritrpotidaction, while 13
reported growth.

A Delivery timesare increasing broadi\:6 out of 18 industries reported slower deliveriemne faster.

Pricesare soaring54 groups of commodities were up in price m/ap from 52 in Aprill commodity was down in price, acetarte7 out of 18 sectors are
NBLRZNUAY3I KAIKSNI AyLdzi LINANOSa® oH OZ2YYZ2ZRAUASA | NB bdeyhigheKshdel2008 dzLJLIX € @

A
A Inventoriesk Y2y 3 Y I ydzFf I O dzNSlingHaSter Ddrevee YSNE | NB
A Employment:9 industries reported higher employment, 3 reported a decrease. The employment index was down 4.2 p to 50.9. Of coutselkdaélabott
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PMIs remain surprisingly resilient in May, decegtowth still signalled!
PMI fell by 7.3 p to 48.1 during the virus outbreak, gtgt asmall fraction of the setback last sprin

India PMI India PMI vs GDP
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A The manufacturing PMiell by 4.7 p 51.5, down to the average level for 204@19, a strong growth period in the
manufacturing sector

» New export orders increased too, for th&® 8onsecutive month. Manufacturing cost inflation running very high, according to Markit

A The services PMias down 7.6 o 46.4 in May, both due to restrictions and changes in behaviowbility fell sharply until
mid May but has recovered thereafter as the number of new cases/deaths have retreated

A GDPgrew by 8.7% (annualised) in Q1 (down from 43% in Q4), and is 2.7% upl.t@4ten only by China. Still, GDP is
almost 4.5% below the prpandemic trend path

A Growth will slow in Q2 but judged by the PNihe setback will be modesiThe May PMI suggests a 4% growth rate, and most
likely, the economy will start speeding up in June
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The composite PMI up to yet another ATH at 70s@nalling 8% GDP growith
The services index at 71.7 best on record too, and manufacturing just slightly from April ATH

Sweden PMI Sweden PMI vs GDP
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A ThePMlhas gone from record to record for several months, angiasanother ATH, now signalling some 8% GDP growth.
The service sector is seeing increased activity (here as elsewhere) as the economy opens up and people are allowec
spend on services again. Téervices PMvas up 5.1 p in May! Theanufacturing PMwas down 2.6 p to 66.4, but who
OF Nba ¢oKSY U0UKS tSUSt Aa UKNRdAdzZAK UKS NRB2F |lyegleéeX

A GDPgrew at a 3.4% pace in Q1, somewhat less than preliminary data implied

ATheRiksbank & aiAff o0de@Ay3a 62yRaz yR &aleéa Al SELSOGa 2
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Norwegian manufacturing PMI slightly down to 58.5 in Magtill a high level
The Norwegian PMI fell 0.4 p to 58.5, we expected 58. Actual growth the best in 50 years

Norway PMI manufacturing Norway Manufacturing surveys
%51 I Fjr%g. 6m/6m 31 St.dev, avg=0 - 125
M10.7 Quarterly avearges Manuf. prod
i ’ _ Sirveys 1 q fwd 29g/2q, smoothed - 10.0
60 - \ - 2- N
i
- 5.0
55 f ” " A 1- - 5.0
- 25 ' ‘.\_
\‘ | ~\ ' \ B 25
50 - Bad — T 0.0 0 ‘ 7 V. . ‘ - "B I
45 - L 50 -11 \ . | - 25
L ‘ ‘ - 5.0
40 - u 75 -2 - |
J --10.0 - -7.5
351 --12.5 -3 --10.0
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The fall was due to a decline in the new orders-Butex, which fell 3.8 p to 52. The two other simdices were up
A Also worth notingjnventories were up, as were delivery timggor the 3¢ month!)
A Other surveyshave turned up lately to around an average level

A Actual productionis growing faster thasince 1972, at least measured 6m/6m. However, that is due to a low starting po
in Q2/Q3 last year. Tharoduction levels above trend but not by that muahand just 1.5% above the pgandemic level
(though one of the best outcomes in DM, even with a steep decline in oil related manufacturing production)
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Global auto sales down 5% in Maylower sales in US, and a collapse in India
Semiconductor shortages at least partly to blame for lower sales (outside India)

Global auto sales Global auto sales
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A Based on oupreliminaryestimateglobal auto salegell by 5% in May and are just marginally above the Feb level
A A 2/39decline in sales imdia (guess why?) explains more than half of the decline, ldu@sales most of the rest

A The decline in th&JSin May is at least partly due to shortages of components, especially semiconductors, and not weak demand (but sale:
boosted by stimulus cheques in April)

A Sales rose marginally in tEEMUand rose sharply in thgK back up to a préockdown level
A Sales irChinaprobably rose in April, and are well above the 2019 level
A Sales irEM x Chindell sharply, due to the setback in India. Other were in sum probably close to unchanged (but many have not yet rete
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EM: Indian auto sales probably down 2/3 in May, from the best level in years
Mixed elsewhere but no other catastrophes reported, so far

EM ex China Auto sales EM ex China Auto sales
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Not all countries have reported yet, and for some countries we have just plugged in figures from media reports that vaysot@rect
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Beige book: wage and price pressures increased further
Modest/moderate recovery, and an optimistic outlook as vaccines are distributed & society rec

A Growth accelerated to enodest pacein most districts past six
‘o The Fedvsthe market 65514a> | OO2NRAY3d (G2 GKS CSRQ
term restrictions, and increased vaccination cited at reasons for
- s increased activity and outlook
' ' » 3 districts reported strong growth (NY, San Fran., and Dallas)
204 FOMC mediah L 50 » 9 districts reported modest to moderate growth
fcast » { (N yaSté WYzRSa0Q O2YYSylas 3IAL
15 ] L 15 A Demand for leisure/hospitality serviceBave picked up as
FOMC restrictions have been eased and vaccinations have continued.
104 average L 10 Bothretail sales and auto salesere robust
Market, A Manufacturingon the way up, despite supply chain challenges.
051 | OIS fwds L 05 Manufacturers reported of widespread shortages of both labout
L~ and materials. Thaousing marketis still going strong. In fact,
homebuilders are not able to meet demand due to capacity
0.0 0.0 constraints.House pricesre (of course) still climbing, as supply
is limited
051 r-05 A Most sectors are reporting further growth employmentbut
1718 1920 21 22 23 24 growth is slowing; anddifficulties attracting qualified workers
SB1 Markets/Macrobond lg erSIStEd
A The debate has started within the Fed, also in public: A Wage inflationaccelerated and many districts are seeing an
» At the late April meeting, FOMC membéaitked about the need for start upward pressure on wages, which is expected to increase
GF1Ay3 I 62dzii  CS Ritha recbvery doddhudziat ABNSR 3 NI th@ coming months. A growing number of firms offered signing
pace. Some have thereafter argued for starting talking about tapering in bonuses and increased wages
at the FOMC meeting in Jugeand we think the committee will. No A o . |
decision will be taken now, but something could happen at the September 2 INput pricesincreased sharply, and there are widespread report
meeting of increased selling priceas well
A TreasurySecr Janet YellerBunday said théhe USD 4rl (2% of A In sum:The reports out of the 12 districts keep getting more
GDP) fiscal programs could temporary lift inflation and lead to positive: the economy is recovering and the FOMC will have to
slightly higher interest rates which would be a plus for the address this fact at their June meetirRerhaps even the more
society & the Federal Reserve NElazy 2 KIFIFS 0KS ulbfl [ 02d
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Is participatiorheld back by too lucrative benefits? Or is it just the virus keeping folks at home*

USA Nonfarm employment USA Unemployment vs Fed forecast
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A BmploymentN2 4SS o6& ppdhQ 6ndm:0s F3ILAYy f85aa GGKIy SELISOGSR 6cT mbothremaiiNdwrt 6
below prepandemic levels. Total employment is 5% below theZFekevel, equalling 7.6 mill jobBo get the employment rate back up, 8.1 mill
A Unemploymentdeclined 0.3 pp to 5%, expected down to 5.9%, and still slighthh 2 @S CSRQa PAGHLE FSRLI A2 & XNBOKI Aa
than before the pandemic but the participation rate has fallen by 2.7% (1.7 pp), lowering the measured unemployment tatéalybs
» 2.5 mill. persons (down from 2.8 mill in March) report that they had withdrawn from the labour force (and were not searghihépr Covidl9 related reasons. Last
summer 5.2 mill persons were outside the labour market for the same reason. However, the labour force participatiotimasased!

A Average wagesose by 0.7%, expected 0.2%. During the pandemic, we have played down these average wage numbers as the employmesetmix cha
sharply. However, now the reversal should

A BondyieldsfeE ¢S | aadzyS Rdz2S (2 GKS WgSIH1Q SYLX 2eYSyid ANRSOK ydzYo SN 2 328 [
participation and unemployment, and the large lift in wages
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Labour market activity is on the way up, still far below the starting point
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A Labour market participatiorwas flat in May (in number,
the rate was down by 0.1 pp). The rate is down some 2.7%
below the precorona level, which is lowering the
unemployment rate by the same amount

A Nonfarm payrollss N5 R2 gy p®x: @& CS
employmentmeasured by théousehold survey
O[] C{ kQ! Y] QU Aednplayrdeptrateis 21%2 ¢ ©
below par. Given the prpandemicempl. rate trend path,
6% below (9.6 mill persons)

A Sum hours workedumped 0.5% in May. Still down 3.7% vs.
Feb20
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The participation rate is flattish, even if far fewer salgay are out due toCovid
The participation rate fell 0.1 pp in May, and is down 1.7 pp (2.7%, 3.5 mill) \d®Feb

USA Labour market
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A The decline in the participation rate is Co¥tiél related, at least it was initially. In May 2.5 mill. persons responded tlegtdid not search for
work (and thus were excluded from the work force) for Cel@drelated reasons (like fear of the virus, lack of work opportesitparents
having to stay home to take of their children as schools were closed etc, not because their job was closed down), dovdmfilbm ®larch,
and down from 9.7 mill at the peak last May, and 5.2 mill last sumfese 2.5 mill persons equal 1.5% of the labour force, and represents a
substantial potential for labour supply.

A However, since last summer this number has fallen by 2.7 mill. persons. Over the same period, the labour force participatidvas been
flat. Have all these persons left the labour market? Or have they returned, while others havetlefid if so, temporary (beingl g S f QO L.
extra unemployment benefits?) or permanently? These are the most important guestions in the US economy today! 30
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A labour force reservoarmwaiting to be tapped?
Do 6¢ 10 million personsoo manyreceiveunemploymentbenefits?

USA Jobless claims

304
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Continuing claims, state data

- 30

-25

- 20

06 08 10 12 14 16

18

20

A Usually, many more a reporting they are unemployed in the
[ C{ UKIY UKSNB I Nb NBOSAQSI
» The discrepancy has beerg8 mill persons

A Now, the difference has changed sign, there are more
receivers of state or now federal benefits

» There are 9.3 mill unemployed persons, according to the LFS

» Added up, the ordinary state programs, and the two temporary
federal pandemic benefit programs distributes 15.3 mill checks per
week¢ that is >5 mill more than those who report that they are
unemployed (actively searching for a job) in the LFS

A However, a (to us, unknown) proportion of the Pandemic Emergency
adzlll2Z NI OKSOla INB RAAUNAOdzU SR
(so they receive USD 300/week in addition to the USD 300+ state
unemployment benefity, and there are some doubleounting.
A But at least 1%, 13 millions are for real, and anyway far higher than
normal vs. the measured LFS unemployment rate
A This suggests that when the Federal programs end, in June
those states who have decided to opt out of the federal
programs or by the September sunset for these temporary
pandemic programsnillions of workers will return to the
labour market in earnest

A There were 8 mifob openings(unfilled vacancies) to choose
between in March. We assume there were some@bmill
jobs available at the end of May

A So barring really serious mismatch problems, employment
O2dzt R AYONBl asS adzaul yuAl ff
31
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Wages for those working are up 6&®0% vs the prgpandemic level

USA Hourly earnings, non-supervisory workers
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A Changes in the employment mix even within sectors
make these sectoral data uncertain

A However, it may be that these data reflects a real
Increase in wages recent months

» Say, why should the average wage in leisure & hospitality be
7% above the prpandemic level if wages in the sector have
not increased quite broadly? At least, it seems unlikely that
higher paid staff has increase its share of total employment in
the sector when wages have jumped by 8% (since December)

A At the chart above, wages fapn-supervisory workerare shown. When all employees are included, growth is slightly
lower in most sectors
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Wage inflation will accelerate, ilabour supply does not increase sharply
Companies are reporting that they have increased compensation, and they plan to do more

USA Small businesses, not able to USA Small businesses, not able to
fill positions vs compensation reports fill positions vs wage inflation
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A The wage indices we trust the most now since they are not influenced by the changes in the employment mix (ECI &
Atlanta Fed median wage index) are stdk reporting any take off (check the ECI index next page)

A However, survey data and anecdotical evidence (from companies) are unanimous: Wages are sharply on the way up,
especially on the lower steps of the steep wage ladder
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Eurozone inflation above expectations in Mayand the total above the 2% line
| 2NB AyTEFLaGA2Y 4G nodz: Aa aoAiaftft FI N oSft2g

EMU CPI (HCPI) EMU core CPI, constant taxes
1Change % i 2.00 - Core, constant taxes | 2.00
3.0yl OB taraat - 3.0
i arge L i L
1.75 ECB target 1.75
2.0 Total 2.0
. - 1.50 A -1.50
1.0+ S
i /\N‘ L 1.25 -1.25
0.0 \/ \J— 00
7 Both m/m &'yly rates are basey B 1.00 7
-1.0 4 on seasonally adjusted.indices --1.0
7 Core, change m/m r 0.757 r0.75
0.75 4 - 0.75
0.25 ‘ ) I 0.50 1 - 0.50
) Iy ||I|I|I|I||| Il.inmll ..I‘Ill 1 || 11 || ||. ill |..I|...| II..n wll |.|.|I. 1l |"'." I| Ul || il | <@
-0.25- | L1l Lo2s 0.25 - 025
-075 L T T T T T T T T T T T I -075 000 T T T T T T T T T T T T T T T T T 0-00
10 11 12 13 14 15 16 17 18 19 20 21 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A Core pricesvere up 0.2% m/m and the annual rate rose 0.2 pp to 0.9%

A Headline inflationwas up 0.4 pp to 2.0% in May. Energy and services prices were the biggest contributors to the increase in headlindheitation
are some base effect for the headline number (not the core), as the total CPI fell in May last year (they increasedwagagnJduly, before falling
sharply in August, due to tax cuts)

A Adjusted for changes in taxeshe core was at 1% y/y kpriid® ¢sépSrcok) A Y RSE Ada 0 noyz &keé

A Greece is still in deflationary territory, while the headline inflation is at or above 2% in many of the member cousttigisigrGermany, Belgium,
Finland and Spain (Although central banks usually targets core inflation, and this number is more sticky)

A Wage inflationin the EMU is still low, and negotiated wages are up less than 1.4%, the lowest on record 34
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Eurozone retail sales back below pfeovid trend in April
Sales fell 3.1%, 2 pp below expectations

EMU Retail sales Retail sales
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A Sales were down 3.1% m/m, from a 0.5 pp upward revised 3.3% growth in March.

A Sales fell by 6% in France, 5.5% in Germany, and 0.9% in Spain. Italy has yet to report its figures
» Slaleski]n Spain & Italy remain below the-pandemic level. Lack of foreign tourist probably explains much of the shortfals &a higher

eisewnere

A Sales fell sharply even if restrictions in EU were eased to April from March (Oxford stringency) and mobility rose. How
some specific restrictions may have kept a lid on retail spending in April. Anyway, restrictions were eased further i M
now into June), mobility is increasing, savings are strong, and consumer confidence is akuaedemic levels and far
above average. Most likely, far better spending data the coming months 35
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Credit growth flat at 5%, no boom to be seen
Total domestic credit growth (CBhch at 5.0%, due to lower local government borrowing

Norway Domestic credit Norway Domestic credit
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A Total domestic deb{C2) rose by NOK 24 bnApril, down from 28 bn in March, we expected NOK 25 bn. The annual growth rate was uncha
at 5.0%, as we assumed (consensus 5.¥¥é)are not witnessing a any credit boom, even if growth is accelerating slowly

A Household creditose by NOK 17 in April, 5 bn more than in March, we expected 14 bn. The annual rate climbed 0.1 to 5.0%, we expect
4.9%. The underlying rate is slightly above 5%, somewhat higher than a reasonable estimate of long term nominal incomégtawetimuch

A Corporate C2 credjrose by NOK 5 bfslown from7 bn),we expected 8 briThe annual growth rate was rose 0.1 pp to 4.84inland
corporationsincreased their debt by 5.1% yly (frdbidz 0 @& b 2 SEAQ2 foretagt (pAdished in March)

A Local governmentdorrowed less in Aprif NOK 2 brdown fromNOK 9 bn in March. The annual growth rate i€.8%, miles abov@c.growthg
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Consumption fell by down 2.9 in Q1, while household income grew by 1%

Norway Household income, consumption

Disp. income. x extraord dividends
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SB1 Markets/Macrobond

A Household disposabléncome rose by 1% (nominally)

g/q in Q1, slightly less than we assumgadnd the level
is up 4.3% yly. In Q1, the savings rate rose to 18.9%
from 15.4% in Q4, we expected 19.6%. Dividends are
close not normal, and the savings rate x extraordinary
dividends is at 19.2 (as shown at the chart to the left)

A Since Q20, the savings rate has been 8% pp higher

than normal &vg2019). The savings rate will be far
above a normal level in Q2 as well, as consumption will
not grow that fast. If so, households will at the end of
Q2 have accumulated extra net savings (national
accounts calculated) equallid@%c 13% of their
disposable incomeor well above NOK 200 bn. A decent
W21ttt 2F az2ysSe Qo

A In aggregate, households have not reduced their debts,

and just a minor part of the extra savings have been
invested in new homes, gheir financial assets have
increased substantially, like bank deposits

» By April, bank deposits were some NOK 90 bn higher than the
pre-covidtrend (the Q1 data for the other elements of their
financial accounts will be published this week)
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House prices up again in May. Outside Oslo, that is. Oslo down for then8nth in a row
Prices up 0.6% in May, we expected 0.2%, consensus was probably even lower

Norway House Prices Norway House prices vs Norges Bank's f'casts
48 -Existing iomes o~ 48 51 “NOK 1000 ber'sa.m. s.a Mar 2020 f'cast _ = 51
JIPrice level, NOK 1000/sq.m B 5o Implied |e\,§L am e T .
42 1sa /’\—--—/"—" [ 42 based on annual growth forecasts - Dec 20 .=
36 | -36 49 - g 49
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SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS SB1 Markets/Macrobond

A House pricesose by 0.6% seas. adjMay, up from flat (revised fron®.1%) in April. We expected 0.28@Ba0.7% (March MPBst). Prices are 0.5% lower
than NoBaexpected Prices are still up by 11% 3m/3m (annualised), stable since Dec. Priags Bte3% yly

A Oslo prices fell in both March, April and May, but not by more than 1®B8ées fell irkr.sandand Stavanger too, but rose elsewhere, on average by 0.9%.
Outer Eastern towns are reporting the highest monthly figures as well as 3m/3m growth rates. Costal cités $eomto TromsgxBodg are relative losers
over the recent year

A Thenumber of transactiondell slightly in May buis high.Theinventory of unsold homesell further to a record low level
A Our Norway x Oslfiow based price modesignals 1% m/m price growth, the Oslo model zero growth
A House pricesbelow 2 . F Q&Id&iG I NB adGAff 2y (GKS gl & dzlJd ¢KS olyl oAttt y20 S@Sy
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Smoothed 3m/3m Oslo is still up at a 4% pace. Other Eastern cities@P386!!
3 months ago, the momentum was strongest in Oslo, up 20% 3m/3m

Norway House prices Norway House prices
180 - _ 120 Change %, 3m/3m,ann rate, seas. adj %
Towns, Jan 2016 =100 /Oslo 0.0 25 50 7.5 10.012.515.0 17.5 20.0 22.5 25.0
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/Akersh 'towns' Tonsberg m. Fzerder I 22
160 - j <Bodg Porsgrunn/Skien & ] 21
<Tromsg Hamar m. Stange "¢ ] 21
150 - N\Other East Fredrikstad/Sarpsborg IS 21
140 ~Porsgrunn/Skien Bodg m. Fauske I 16
Bergen Kristiansand EEEs—— — 15

1
130 - < Trondheim Bergen . S 14
Stavanger | S 14
120 - L Kristiansand | Asker/Baerum I 13
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SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS

® Now @ 3 months ago
SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS

A From 2013
» Oslo in the lead, together with Drammen, AslegruniFollod Wi 2 gy & Q (Bodwan8Troingrardhaisd Gosedo the top of the list
» Stavanger has been the weakest town, but is now heading upwards again (but not as fast as the leading towns around Oslo)
» Bergen, Alesund and Trondheim is at the lower part of the lisgttagether with Kristiansand
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Short term market flows suggest continued price growtfoutside Oslo
However, the models signal lower growth than some months ago

Norway x Oslo House prices - model Oslo House prices - short term model

1-50 7 House prices 3 m smoothed - 1.50 47 House prices 3 m smoothed 4

1.251 - 1.25
k 3 -3
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SB1 Markets/Macrobond SB1 Markets/Macrobond

A Ournational modelbased on flows and the inventory signal&% growth in house prices per month
A OurOslo modekignalsno growth in prices

A These models amot long term price models, just short term price models based on flows of (existing) houses approve
for sale and actual sales
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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
St. dev, avg =0 -2 -1
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Japan

EM x China
UK

Latin America
Switzerland
** World **

; H EMU
A TheUSsurprise index has fallen to neutral ST

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

)Asia Pacific

A Emerging Markets x Chinare reportingmuch betterdata than expected ﬁ"svf\de”

A Norwayhas surprised on the downside, due to GDP & CPI data fustiala
ew Zealand [ ]

Norway
China I e

= Now ® 1 month ago

o < A A ~ z ~ < A ~ SN ~ 4 PN A = . A SB1 Markets/M:. bond -
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