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Highlights, corona update

The world around us
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Last week

The virus

A Good newsrom most corners of the world. However, thK reported a further steep risan new infections last week (R=1.4), and that the Indian
(delta) variant has gained a large market share (90%). However hospitalisations are just slightly up, and even theadetteydre manageable
¢ in a country with the highest immunity rate, at some 70%. Further easing may be postponed

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

The economy, part |
A China

»

Credit growthhas slowed substantially recent months and the credit impulse has fallen well into negative territory, even if the m/mrgsawth
marginally in May. The authorities have deliberately tightened credit policy and growth in credit outside banks has skotrie#léo After a
while, the impact is usually felt, both in the real economy and in raw material markets

A Us

»

»

»

»

»

Inflation once more accelerated more than expected, to 5% for the headline CPI and 3.8% for the core index, the highest in 12aesd 29 ye
NBaLSOuAgStéed t NAOSa NRasS I U0FR at26SNJ YKY U0KI Yy A yand tialsgort (ind. dzu
used autos) contributed by 3.1 pp of the 5% headline print. However, price increases are broadening somewhat and demarsitangytle
coming months and SMBs reported sky high price plans in their May survey. Anyway, Fed has reached its price leveRtapyetegrowth

over time)¢ but will not acknowledge that the employment target is met

X S@Sy AT akabtjoyssizared JuNderca record high level in April amid still very low employment rates and a higher
unemployment rate than during booming times. During the next weeks and few months we should get an answer to this increalitzlat
conundrum.How many million workers that are not employed today are able or willing to fill the vacant jobs when the corona virds retrea
further, and extraordinary unemployment benefits are abolished? The extra benefits run until September, but 25 statesluaebailevill

likely decide to opt out before that. The first 4 ended these benefits on Saturti@youtcome will reveal the growth potential in the US
SO2y2Ye> RSOARS CSRQa LLI2ftAOCe> eAStRa g Sldzhiude YINJSuUa Y2NB |
Markets greetedthe larger than expected jump in inflation and in unfilled vacancies by sending bond yields sharply down, and equitiis up
time high!

The trade deficitfell in April, due to a decline in impor¢gollowing a much larger increase in March. At one stage (and quite soon we think),
demand for goods in the US will slow, and imports will follow Soiit it has not happened yet. Exports recovered in Aprilfeatains below

par

Thebudget deficitfell in May due to some technicalities and the underlying deficit remains large. However, it has most likely peaked, even
downscaled but not properly funded (it seems like) infrastructure & family programs should be decided
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Last week: The economy, part Il

A EMU
» ECBevised its March GDP growth forecast substantially upwardgdyitpolicy unchanged and did not signal that a change of tack is imminer
» GDPFSft WwW2dzaldQ ndx: AYy vmI YR y2i noc: RdzS G2 | RSOt rapgr&paidgmiclIN

level. Net exports rose in Q1 but is still down vsX94GDP is 5.1% below the-Q4 level

» Industrial productionrose sharply in Italy and Spain, and production in the Euro Area probably rose in April even if Germany and France b
surprised on the downside. All surveys are signalling strong groart orders are surging. Lack of components, and weak oopison of goods
in the first tertial in Europe probably explain the discrepancy

A UK
» GDPANB G HDPo: YKYAY !LINAEIZ a4 aSNBBAOSA O YS <pdnleMilevelon Qi GDRsSBZ f A
below!
A Norway
» b2NBS& . Iyl Qa sighakkteyglgrbwtbabeadibatek least) formally the Network signal a slower recovery than Norges Bank

we) expect. All sectors and regions expect higher growth the coming months. Households services in the lead, for goodapasitys
utilisation & reported labour shortages are at average levels, even if all other measures of the output gap is well l[zeléxpeeted wage
inflation revised sharply up, by 0.4 pp to 2.7%. Businesses report higher prices for sales to other businesses but seftdiol$iou

» Mainland GDRose by 0.3% in April, as we expected (consensus 0.2%). GDP is still a tad weakeBdwasumed in June. Excluding electricity
production, GDP was probably close to flat. May and even more June will be much better!

» Inflation is not on the way up everywhere, ti&P{ATE corendex fell by 0.5 pp y/y, to 1.5%, expect@ach or 0.1 pp down. Furniture prices fell
sharply, food prices were lower than we expected toand they are flat y/\; and recreation was om the downside too. None siggd much on
UKS dzLJAARS® ! QauNBY3ISNI bhY KIFa Lzt I ftAR 2y AYLIZNIianORIA OSasz |y

» Unemploymentfell further last week
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UK fromthebott2 Y 2F (UKS NAOK YIFyQa €SI 3dzS

The level is still low as new cases in all others have fallen sharply. And no hospital problem ei
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A The UKnhas reported a sharp increase in new infections, at least partly due to thénuan mutant, which in some few weeks has_
AFAYSR | x> WYYINJ SU aKIFINBQ®P ¢KS ySg¢ DI NAFYyU Aa Tl N Y2NB
substantially more contagious than the original corona virus). We estimate that almost 70% of the total British popwatiomated
or have been infected (the highest level in a major courgrgiit the virus is still able to spread at R=1.4 pace

» Still, the UK infection level is still low, just 12% of the January peak, and hospital occupancy is at 2% of the paadkisenging just very slowly)
A The US & Germangre reporting very few new cases
A The no. of new cases Morwayis headingvery rapidlydown again
A Thehospital occupancyhas fallen even more than cases everywhere, witilathshave fallen even more than hospitalisations 5
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UK has moved rapidly towards the top of the list
South Africa, Brazil at the top of the list. India is falling rapidly, cases down some 75% from th

COVID-19, New Cases

Per 100' persons, % last %
14 days (7 d pace) & previous week last
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Mobility on the way back to a normal leve] sharply up in Europe (Nordics incl
Even India turned up in thgast 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

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

Oxford Covid Stringency Index
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A The removal of restrictions are quite parallel among
rich countriesg but the UK has tightened marginally
' YAR GKS WRStGOlIQ adl O

A The remaining measures will be eased when the
immunity rate 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
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Covid-19 immunity - estimated
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Covid-19 Immunity

% of population (calculated)
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Covid-19 Vaccinations

Administrated, % of popul.

1 dose

B Infected ®m Fully vacc.
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A Norway is not using AstraZeneca nor

Johnson & Johnson vaccines and is now a

laggard in Europe vs. total no. of doses

and the gap will widen

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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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
11
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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

12
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Here we go, German restaurants opened up too! And the Irish
The Brits seem to have become rather outgoing. The US not far below normal

Restaurant reservations OpenTable USA Restaurant reservations OpenTable
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A Sales in restaurants in the US were down 2% in April vs. th@@Fkdvel, far better than indicated by OpenTable data

13



MARKETS

K]
SpareBank €

Global airlinetraffic on the way up again? US straight up
X YR 2dzad wmo: 0St2¢ LI NE SOSY AT AYOUSNYI
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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 CPI Inflation |
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A The OECD data is updated through April. A further substantial lift in May, due to the acceleration in US inflation

15



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

China in the lead, India follows, at least in Q1, and measured absolutely

GDP
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GDP
2.5 1% change from Q4-19 vs pre-pandemic growth
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A Following an 8% growth pace in Q4, we estimate 3.2% growth throughfQWhen measured vs. there-pandemic trend growth pathChina

(0]

»
»

»
»

»

.8% not annualised)

GDP growth itChinaa f 2 6 SR (2 |
EMUcontracted further

IntheUS GDP grew at a 6.4% pace, up from 4.3% ig % the level is just
0.9% below GDP in €4

UK was 8.7% below in Q49 in Q1, but just 3.8% below in April!
India, Brazil & Russiall grew more than expected in Q1
Swedenwas just 1% below the Q¥9 level, Norway was 2.3% below, in Q1

WiNRO1tSQ ot

is the only country above all others are below
Hy® The glbBal@eotdinis 3! 1% Beldhptiie plp¥ndénficyrowth pati
and the negative output gap is substantial
» The USs 3.9% belowEMU6.8%, andJK11%
» Indiais 4.5% below
» Swedenis down 3.4%Norwayis down 4.7%, due to the different
response to the ® wave (by Q4, the positions were the oppojite

16



Credit growth slightly up in May but the credit cycle is tightening
Bank lending is keeping up but other credit channels are drying up, by purpose

China Credit growth
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China Credit growth
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A Total creditgrew at an 8.2% rate in May (m/m, annualised), up from 7.5% in April. Smoothed, the underlying rate ma§ebedin from 13%uring last
spring (and >15% during some months). An-8% growth rate is close to the trend growth in nominal GDP

Total creditrose by RMB 1.81, expected arl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities)ll{e
adjusted the core total social credit (total ex central gov bonds & corporate equites) grew hiyl Luf6from 1.62rl in April

»

»

»

Bank loangose by RMB 1.62I, both actual & seas adjusted. Bank loans are up 11% yly

Shadow banking creditvas marginally up (0.1#l) in May, following no growth in April, and a decline in March. Underlying growth has fallen sharply

A The Chineseauthorities have signalled that credit growth outside banks should slow, and it has been growing slower than bank credit since edig2018
contraction in shadow banking credit over the past year equals 5% of total credit

A The credit impulse has turned negatiyéke it usually do every™year or so. The ramification may be felt in many markets

17
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The credit impulse has turned negative
A moderate pressure at the brake pedal is reasonable, given strong growth and a high debt/G

China Credit growth China Credit/GDP
30 1 Total credit growth, yly, RMB- trl -30 250 1%
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A Apositivecredit impulseimplies that the credit growth/GDP ratio is increasing (thiédzrivative of credit vs the GDP level)

» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in thedohim@y, which
have had impacts at other markets

A The credit impulse bottomed in late 2018, turned positive one year later, peaked last autumn and hasndwas now fallen
into negative territoryg growth in credit is slowing

GDP is smoothed at the calculationstibacharts above 18
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Credit impulse vs. PMI, metals prices

[ 2NNt lIuA2ya IFNb y2u UGAIKLG odzu | UA3IKUESNI
Credit vs growth China Credit vs metal prices
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A ...by some few months
A And global metal prices (here the LME metal index) by several months, on average

19
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USA Consumer Price Index USA CPI
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A Prices have been acceleratimy/m since last October, and the 3m/3m rate is now up to 6.9%, highest since 200¢ 0

A In May surveys, companies reported that they expect to lift prices sharply. We doubt all these planned price hil 0.00
are competed

A The annual ratanay come down over the summer as prices rose sharply m/m (0.5 pp) in both Jundastlyhar

A The FederalResen@l y a Attt | FF2NR (42 o6FAlG FyR &aSS8S> odzi K -100
target) is already reached and communication will have to become more nuanced, with more assessment of th
upside risks on inflation than until now. The Times TMay Be! Q/ KIQ¥ 3 W NB Y S
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Core inflation sharply up too, the annual rate the highest in almost 30 years
Prices +0.% m/m in May, expected 0.4%, the y/y rate jumped 0.8 pp to 3.8%. Theday 2.5%

US CPI USA Core CPI
7 7 Tightening periods shaded -7 17.5 1 Change yly, 3m/3m, ann rate ~17.5
6 5 15.0
| I 12.5 -
i 10.0
° Total CPi| [1T0tal 4.9 ey
47 = 5.0 -
3] 5 2.5-
0.0
2+ — 2 -2.5 ~
1 1 1.50 - Change m/m - 1.50
Core <2% ] i
1.00 - - 1.00
0- 0 ]
0.50 - H - 0.50
-14 Contribution - -1 0.00 | i || T : 0.00
from food & energ T L
-2 --2 -0.50 - --0.50
86 88 90 92 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 Core pricesose 0.2 pp less than in Apgilwhich yielded the highest monthly increase since 1982 Change m/m - 1.00
» LYyGAf GKS 'LINAE WaK201Q GKS oYkoY LINAOS 3aAINRSGK <0.7 | &
A The price hikes in both April and May werdesist partly due to on@ffs which will not be repeated, or wil - 0.50
be reversed - 0.25
» Used auto prices (and auto rental prices) seem to be a candidate on the downside - 0.00
» However, some prices are still too low, like lodging, transport & recregtgectors that should be able to lift --0.25
prices during the reopening procegsd there is some broadening of inflation 050

A Parts of the hike the annual rate is due to the falling prices last spring. Howeyewerage inflation since J A J 0 J A J O J A J
April 2019 is 2.5%and inflation has been above 2% whatever relevant starting point 19 20 21 21
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Transport & energy explain 3.1 pp of the 5.0% lift in total CPI
... Of which half from energy, but new/used vehicles & airline tickets are sharply up too

USA CPI Contribution yly

| Contribution pp

—

kEnergy 1.65
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USA CPI Contribution m/m
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A In May (and almost in Aprilyew & used cargxplained half of the m/m lift in total CPI, and 1 pp of the 5% y/y growth in headline CPI
Used car prices rose 7% in May, and are up 30% y/y. They are probably too expensive now, but not necessarily by 3a% rimt bpdimited, though (as we said one month ago..)
A Energyhas lifted the headline CPI by 1.65 pp in the past year (but was not to blame for any of the m/m lifts in April or indil@yicas have flattened. If

the oil price does not skyrocket from here, the contribution to the annual growth rate from energy will quickhsédmére here

»

A Excluding the 3.1 ppontribution the headline CPI from energy & transp&@t ¢ NB Yl Ay Ay 3 ¢
level in several years. In addition, a far higher parts of the CPI is now reporting growth above 2% (even measuredageanenVvears, in order to

adjust for the impact of price cuts last spning

Lodging away from home (incl hotels) is a part of housing at the charts above

[K]

AYTFE L GA2Y -hoiwever é Highesto 2
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The oil price moves the headline C®in both directions
The oil price has already increased a lot. More to go? Not a whole lot, in our opinion

USA CPI vs Oil The Qil price
6 1CPI % yly -6 200 w1, UsDib 200
1Model: CP1 = f(oil) Actual I 7 CPI deflated i
4- -4 150 - - 150
_ My i\ L i -
ﬁwJ \ | |
2- { \}W\\ . /B[/ -2 100 - - 100
0 V I 0 50 - - 50
B Est:Unch - i L
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2 2 0
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A Oil price cyclehiave explained some 80% of the changes in CPI growth the past 30 years

» In our model we incorporate all indirect impacts from changes in the oil pgiesswell as the impact from other factors thafluenced
inflation which correlates to the oil price.
A From time to time, there are substantial residuals, like now: Headline inflation is more than 1 % above the model
forecast, as is the CPI x energy index (which is close to the core CPI). Why?

» Other factors are pushing inflation up, which are not correlated to the oil price. Excess demand, higher wages or sofs€thing e
28 KIFE@S (2 NBFAYS 2dzNJ Y2RSTt X
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Inflation expectations are drifting up but are not yet worryingly
Univ. ofMich survey 5 y inflation expectations have climbed to 2.9% from 2.4%

USA CPI Actual & expectatio
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A¢KS | aQa2.% rdmiPse@ithe

highest in 10 years (2.9% smoothed at the
chart to the left), and it is 0.4 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 ybreakeven (CPI) inflation

expectationhas fallen to 2.32% (not
smoothed) from above 2.5%. Not too high
for Federal Reserve
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USA Small businesses Single most problem
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A While more businesses than normal staigdak salesas the major problem during the pandemic, there were never

NBFfte f221Ayd
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USA What's the problem: Supply or Demand?

Small businesses, NFIB: What is
40 4-the single most important problem?
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that many, anchow fewer than the average share of companies say than poor sales is the problem

(K
(1
Supply, quality & cost of labour yet again reported as the major problems!
{[FfSa INB y20H LGQa

Ve

g ¢

A Availability, quality, and cost of labouis a much more serious problem than normal, the share is now almost back up
to the same level as before the pandemic, after subsiding somewhat

A Thus, companies report they are constrained from the supply side, not from the demand side

A Unusually few companies are complaining abfinéince/interest ratesand abouttaxes

25



Check these price messages from the small businesses
We hope you will never see anything like this again

USA Small Businesses Price Actions & Plans
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USA Small Businesses Price Plans
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A Itis long time since last time anyway, in December 1979, when price plans were as aggressive as today
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An even more dramatic xxheck: The employment rate is extremely low
... given the high number of vacancies

USA Employment vs. unfilled vacancies
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USA Vacancies vs employment
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Deficit narrows as exports increased and imports felirom a high level
Trade deficit down to USD 69 billion in April, from 75 bililoMarch

USA Trade Balance US Export & Import Volume
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A Exportsrose by 1.1% m/m, and are now on par with the-pendemic level (in value terms). In volume terms, exporigoafdsare
down 1.4%

A Imports decreased by 1.4% in April, following the 7% jump in March, and remains almost 10% above the early 2020 level. In v
terms, theimports of goodsare 11% above! The reason is no doubt strong demand for goods in the U.S. The decline in April is
obvious sign of weakness. However, the ISM import index has fallen somewhat recently. We expect household demand for go
slow in H2, from the present very high level

A The deficit vs Chinés almost at the same level as when Trump became president. However, the total deficit vs. other countries
exploded, has have the total deficit 28
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GDP fell less than first reported in Q40.3% vs-0.6%
GDP is down 5.1% vs the-D4 level

EMU GDP GDP
100.0 Q4 2019 =100 -100.0 2.5 1% change from Q4-19 - 25
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A Euro Area GDP fell by 6.7% in 2620 GDP is still 5.1 % below the fs@rona level (revised up frors.5%)

A GDP grew by 0.4% g/q in France (expected +0.1%)in+Raly (expected0.4), whileGDP decreased by 1.8% g/q in
Germany (expl.7%), and0.5% in Spain

A France, Germany are down 5% vs. thepaademic level, Italy6% and Spair9%, as foreign tourism has collapsed
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UK GDP grew by 2.3% m/m in April, boosted by the servioasch more to go
GDP will probably return to (above) the gpandemic level in June as service activity will cliorth.

UK GDP UK GDP - sectors
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A GDPgrew 2.3%, as more restrictions were eased, expected up by 2.4%, following the 2.1% m/m growth in March. GD
is still 3.8% below the Fe2D level.

» January was the local trough (down 8.5% vs-Fel andGDP _has been growing at 22% pace the past 3 mbnths

A Serviceavere up 3.4% in March, supported by hotels & restaurant, up 44% (but they were still 40% below-the pre
pandemic levet just wait for the May & June data!). Trade was up 8%, as more shops reopened

A Manufacturing, construction, and professional services were the only other sectors that werecdaviall are
trending up 30
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Mainland GDP up 0.3% in Apgl0.1 pp above expectations
¢KS AYONBI &S gl a

Norway Mainland GDP
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Norway Mainland 'core' GDP
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A Mainland GDP grew by 0.3% m/m in Aprilbove consensus
and NoBa expectations, but as we expected. The decline in
March was a tad smaller than initiaH9.4% vs:0.5%. GDP is
down 1.6% from the local peak last Dec

»

»

Production:Private servicesere up by 0.4% in April even if hotels &
restaurants were down 8.6%lanufacturingwas up 1.3% m/m, while
construction was up 0.3%

A Fisheriesslightly down Apriland electricityup 9% Y O0O2 NS a[ D5t
Demand:b 2 N3 S 3 A | v a&thonde fIS0/48 AnyAdil, goods up
0.8%, services down 1.6%. Both investmentslirfMainland

businesses and housimgse in April, while all fell in QExportsx
travel fell-4.4%

A Mainland GDP is down 2.6% vs the F2b level

»

»

»

TheGDPlevel & YI NHAYylIffte 0Sft2¢g b2NAS:
MPR. Ex fisheries & electricity, GDP is down 3.4%

Production: The 4hard hit servicesre down 20% (business services)
to 51% (hotels & restaurants). The total negative drag equals 3.4% of
Mainland GDP. Other sectors are up is sum flat, wétle,

manufacturing & educatiom the lead.Constructions down 5%, even

if housing investments are up

Demand:Norwegians are spendir§o less in Norway than in F&B,
services down 17%, goods up 8%. Spending abroad has fallen by 96%
(equalling 9% of disp. income), and the money is sadedsing
investmentsare up.Mainland business investmenisve fallen by 3%,
while oil investmentsare up 2%!Exportsex petroleum (and tourism)

are 3% below the FePO0 level Foreignersare not spending anything in
Norway, a cut equalling 1.4% of Mainland GDP
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Production: An improvement in all main sectors in April
The 2d/3"dwave hit all sectors too, from late last year

Norway Mainland GDP - sectors Norway Mainland GDP - sectors
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A Service sector production was up 0.4%6April, as corona restrictions were easgdery likely, March was the bottom
Manufacturing production {ncl mining) also rose in April, up 1.3% m/m, while construction was up 0.3%

A Other goods productions volatile mostly due to (oceafiyheries and electricity productionProduction was flat in
April, supported by a 9.1% increase in electricity production
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Some savings lost in transactions
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Norway Households' cash flow Household financial investments
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A The two stats are not always in line but the discrepancy is larger than normal

» The net financial investment calculated from the National income, consumption and housing investment data should equaldiwassactions in
financial instrumentg where the net cash is invested

A Financial accounts show that the extra net saving is invested in bank deposits, which are up NOK 100 bn, 50 bn more than
WYy 2NXIFEQd t SyaArAzya Aad uUKS Z2U0KSNI YIFIAY al@gAy3aa OSKAOfE Sz gA

A Investments in fund shares have increased recent quarters, as have investments in public equities, by NOK 25 bn and 16 bn
respecitvely

A Debt is increasing steadily, by almost NOK 200 bn per year 33



Inflation is not on the way up everywhere: GRITE down 0.5 pp to 1.5% y/y!
Imported goods prices fell sharply, helped by a stronger NOK. Domestic inflation modest too

Norway CPI core
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A CPIATE(ex. energy and taxe&)flation is down 0.5 pp to 1.5%
Ay alb@T non LIJ) 6St2¢6 b2NHSA
consensus estimate and our forecast

»

»

»

»

»

Prices were down 0.1% m/m (seadj), down from 0.04% in April

Inflation is below 2% for housing, clothing, food, alcohol,
communication, transportation, and airline ticket®thers are
still above

The main miss (vs odr Q Pwad & 2.5% drop in furnishing prices

As we have expected, imported goods price inflation is now
receding, due to NOK effect (and more than we assumed in May)

Domestic inflation has slowed substantially to 1.5%

A Total inflation slowed 0.3 pp to 2.7%
A The outlook

»

»

Inflation may slowsomewhat more the coming quarters.
the NOK effect fades and wage inflation remains moderate
(if not low). Demand for goods will have to decline from a
very high levelUpside risk: Higher raw material
prices/global price pressures but tispilloverto the
Norwegian CPI is not that significant

Anyway, CPI inflation will not have any material impact on
b2NHSE . I V] QalrKREYyCHAYNEIT LIEZ K
about the post Covid9 recoverg and the housing market
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Norway GDP vs Regional Network
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A Implications

» CKS wSIA2Yy I f

Bank an argument for lifting the interest rate path
» Still, we expect the bank to lift the interest rate outlook

somewhat later this week, due to higher oil prices, higher

bSig2N] SELISOG&E& | oON
gSF1TSNI GKI'y b2NHEHSa .ly1Qa 3INRSGK
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A Activity the past 3 months

»

The Network reports a 0.9 growth pace (annualised, 0.2% not annualisec
to FebApril from NovJan. In February, the network expected a 1.8% grow
pace the next 6 months. Obviously the first 3 months have been weaker
expected, and Mainland GDP was much weaker than the Network report
as itfell at a 4% pace! Capacity utilisation & labour shortages are at averz
levels

A Expectations for the coming months

»

»

bSig2N] Q EINE!JUK

wage inflation, a weaker NOK and a reduced NIBOR spread
(though counterweighted by lower CPI inflation)

The Network expect at 3.8% growth pace the next 6 months, best since
2010. We expected a 6% signal. In March, Norges Bank expected a 6%
growth pace in Q2 and Q3 on average

A All sectors are expecting higher growth

A Household services are the most optimistic, for good reasons.
Commercial services are no. 2 at the list

A Construction expects growth, following a setback the previous the 3
guarters. Manufacturers are expecting brisk growth

A Oil related sectors are the least optimistic
A Retailers expect a 3% growth pagwe think they are too optimistic
Investmentplans are revised further up

\%Ieféfé' ﬁflgt 8n;s re\ﬁs)&ﬁjp é{ 4a'puto 237‘% Qgh%’mrbgst'\hﬁaﬁ&ly revision

ever

> Companies expect tift pricesvs other businesses sharply but not (yet) vs

households
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Global economy
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Economic data are still surprising on the upside (but not Chinese & Norw. da
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A Emerging Markets x Chinare reportingmuch betterR I G |
rather extreme (>4 st.dev abowavg

A TheEMUis still surprising on the upside

A TheUSsurprise index shot up on the CPI, and we guess the vacancies report
A Chinaslides down, to well below neutral, alongside a credit tightening
A Norwayhas surprised on the downside, last week on weaker CPI data
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The Calendar: FOMC. FOMC. FOMC. And US retall sales, Chinese Mayodsa.

Time |Count| Indicator |Period| Forecask Prior
Monday June 14

11:0dEC _ [Industrial Production SAMoM [Apr | 0.4%  0.1%
Tuesday June 15

06:0JSW [PES Unemployment Rate May 3.7%
08:0qNO |Trade Balance May 17.0b
08:0JUK  |ILO Unemployment Rate 3MthgApr 4.7% 4.8%
14:3QUS  |Retail Sales Advance MoM May -0.6% 0.0%
14:30US  |Retail Sales Control Group May -0.4% -1.59
14:3qUS  [Empire Manufacturing Jun 22 24.3
14:3QUS |PPI Ex Food, Energy, Trade MgMay 0.5% 0.7%
15:159US  |Manufacturing Production May 0.7% 0.4%
16:0qUS [Business Inventories Apr -0.19% 0.3%
16:00US |NAHB Housing Market Index [Jun 83 83
Wednesday June 16

08:0JNO [New Home prices Q1

08:0JUK  |CPI YoY May 1.8% 1.5%
08:0qUK |CPI Core YoY May 1.5% 1.3%
09:0JCH |Retail Sales YoY May 13.8% 17.7%
09:0dCH  |Industrial Production YoY May 9.2% 9.8%
09:0JCH [Fixed Assets Ex Rural YTD Yo}May 17.09 19.99
11:0JEC |Labour Costs YoY 1Q 3.0%
14:3JUS  |Building Permits May 1730  1760K
14:3qQUS  |Housing Starts May 16404  1569K
20:0qUS |FOMC Rate Decision Jun-14 0.00%9  0.009
Thursday June 17

03:3JCH |New Home Prices MoM May 0.489
10:00NO |Deposit Rates Jun-11 0.009 0.009
10:00NO |.. Change in interest rate path +0.15% +0.279
11:0JEC |CPI Core YoY May F 0.9% 0.9%
14:3qQUS  |Philadelphia Fed Business Jun 31.0 31.5
14:3qUS  |Initial Jobless Claims Jun-12 360K 376K
16:0qUS [Leading Index May 1.3% 1.6%
Friday June 18

01:3JJN  [Natl CPI Ex Fresh Food, Energ|May -0.3% -0.29
06:0JSW [HOX Home-Price Index, YoY 18.99
08:0JUK [Retail Sales Ex Auto Fuel MoMMay 1.4% 9.0%

A China

»

Retail salesvere on the weak side in April, as wservice sectoproduction.
Industrial production was OK, as weli@avestments. We expect May data to confirm
that GDP growth will accelerate from the low print in Q1, but we expect growth to
slow in H2. The activity level is high, and credigistened

A USA

»

»

What will the Fed say they talked about@ost likely, they will start discussing the
timing of a tapering, for reducing the bond buying program. No precise message wi
be given. The bank will take credit for bringing inflation up (just transitory, of course
while noting that the economy is recovering but that the employment level is still toc
f2g 2S5 SELISOG GKS WR23G LIX2064Q G2 0SS ¢
start hiking the signal rate in 2022 ¢# 18 in Marchpr in 2023 (3 more, in total 7
0STF2NBE SYR 2F WHo AY al NOKU. We éxpect th&fankYy
to announce measures to dry up liquidity in the money market

Retail salesnust be miles above normal level, following the distribution of the
stimulus cheques and until now far less possibilities for spending on services. On t
other hand, the savings rate is still high, and the accumulated increase in banks sa
is impressive. Just a small decline in sales is expected in May

A Norway

»

NorgesBank will leave the signal rate unchanged at zero but we expect the bank to
nudge theintered path up, but less than 3 months ago. The Bank will signal that the
probability for a September hike has increased (vs. the 50% implied probability
signalled in March). The market is well prepared. Se more at the next page

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold 37
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September is coming, and the rest of the interest rate path will be lifted too

Changes in the interest rate path fron|Impact
the March NoBa meeting bps
Domestic demand (incl oil price), capacity util. 3
Money Market (money market, lending spreacls) 2
Prices, wages 10
Foreign factors 1
NOK 10

Judgement (surveys, fin. stab, global risk etc) -12

Sum

Changes in NOK Dec-22 FRA since mid March -9
Change in the interest path 1 1/2 - 2 years from now

Interest rate paths

SB1M Change Fair FRA %) FRA SBIMw

Path 1-21  fcast bps @IMM, SBIM now FRA

Q221 0.00 0.00 0.00 0.22 0.21 0.01
Q321 0.01 0.01 0.00 0.46 0.46 0.01
Q421 0.13 0.19 0.06 0.66 0.65 0.01
Q122 0.31 0.39 0.08 0.85 0.82 0.04
Q222 0.48 0.58 0.10 1.02 0.97 0.06
Q322 0.63 0.75 0.12 1.17 1.10 0.07
Q422 0.75 0.89 0.14 1.28 1.20 0.09
Q123 0.86 1.00 0.14 1.38 1.31 0.08
Q223 0.96 1.10 0.14 1.46 1.40 0.06
Q323 1.03 1.17 0.14 1.52 1.47 0.05
Q423 1.09 1.23 0.14 1.59 1.53 0.06
Q124 1.16 1.30 0.14 1.66 1.59 0.07
Q224 1.23 1.37 0.14 1.73
Q324 1.30 1.44 0.14 1.79
Q424 1.36 1.50 0.14 0.53

*) Assuming a 30 bps NIBOR spread from Q3-21
|Q4 FRAs adjusted for liquidity prem

A Norges Bank will signal that a September hike now seems mostdikely
but not a done deal, and will not rule out a 2. hike in December. The
average Q4 rate forecast will be revised to 19 bps, from 13 bps

A We expect just a small upward revision of the interest rate path
thereafter, and less than the March lift

What has changed sinde 2 . M&éh MPR?
A On the upside vs. the interest rate path

»

»

»

»

»

»

Global growthestimates have been revised marginally up
Interest ratesamong our trading partners are unchanged
The oil price(curve) is USD %/b higher

NOKis 2% stronger than assumed

Wage inflationwill be revised up by approx. 0.4 pp

TheNIBORNoBadeposit spreadwill be revised down by at
least 5 bps (to 30)

A Neutral

»

»

»

Domestic demandnixed, consumption weaker than expected
through April but 2021 Mainland business investments will be
revised up, as may 2022 oil investments

Vaccinationprocess in line witiNoBaF QO & (

Fiscal policyeven if extra measures are decided, will not lift
domestic demand more thaNoBaexpected in March

A On the downside

»

»

»

CPI inflationslightly down in the near end

The mortgage spreatias widened marginally
Judgement/grand picture The housing marked may be
slowing somewhat down, household credit growth has been
weaker (but corp. credit growth higher) than expected, no
take-off in consumer confidence. The Network OK but did not
signal faster growth thahNoBaexpected

38
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Credit growth slightly up in May but the credit cycle is tightening
Bank lending is keeping up but other credit channels are drying up, by purpose

China Credit growth
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China Credit growth
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A Total creditgrew at an 8.2% rate in May (m/m, annualised), up from 7.5% in April. Smoothed, the underlying rate ma§ebedin from 13%uring last
spring (and >15% during some months). An-8% growth rate is close to the trend growth in nominal GDP

Total creditrose by RMB 1.81, expected arl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities)ll{e
adjusted the core total social credit (total ex central gov bonds & corporate equites) grew hiyl Luf6from 1.62rl in April

»

»

»

Bank loangose by RMB 1.62I, both actual & seas adjusted. Bank loans are up 11% yly

Shadow banking creditvas marginally up (0.1#l) in May, following no growth in April, and a decline in March. Underlying growth has fallen sharply

A The Chineseauthorities have signalled that credit growth outside banks should slow, and it has been growing slower than bank credit since edig2018
contraction in shadow banking credit over the past year equals 5% of total credit

A The credit impulse has turned negatiyéke it usually do every™year or so. The ramification may be felt in many markets

40
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As it usually does, every'4ear. The turnaround now is not faster than before (in percent. pts.)

China Credit growth China Credit, GDP
30 ‘|Change yly trl. RMB 30 40 ‘|Change yy % 40
25 - 25 trillion 35 1 -35
rotal - _ 3.3 trillion 30 30
otal social financing 1.5 trillion 7 i
20 A %20 trillion
Shadow banking 25+ -25
15 . x local gov 15 20 - ToAal social financing <21.3
o .t ! Bank loans
10 - Bank loans L 10 15 15
‘ 12.3
10 10.2
5 5
5 1 - 5
0 0 0 0
-5 4 - -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 #F equalling >25% of annual GDP, down from CN¥l 80the peak
A Bankssupplied CNY 20l of the y/y increase
A Local governmenthave not yet accelerated their borrowing by much, at least not in the bond market, still up 3.3 bn y/y

A Other creditc via theshadow credit marketx local gov bonds gained speed last spring but has slowed substantially in recent months justluy
(from +5trl!)

A Total creditgrowth at 10.2% yly, the lowest since 2005, but still well above nominal GDP trend growth before the pandemic. (Undeviyinig g
even lower) "
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The credit impulse has turned negative
A moderate pressure at the brake pedal is reasonable, given strong growth and a high debt/G

China Credit growth China Credit/GDP
30 1 Total credit growth, yly, RMB- trl -30 250 1%
20 . 2 trillion In %, smoothed Total social financing @E
1 i 225 - 225
10 -10
0 0 J L
4 Credit growth/growth in -nominal GDP \ - 200 200
s K 227 175 - 175
2] )
I ] 150 + - 150
40 - 40
4 - 125 + -125
20 4 Feu
0l B 7\ i 100 - -100
-20 --20 75 1 - 75
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A Apositivecredit impulseimplies that the credit growth/GDP ratio is increasing (thiédzrivative of credit vs the GDP level)

» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in thedohim@y, which
have had impacts at other markets

A The credit impulse bottomed in late 2018, turned positive one year later, peaked last autumn and hasndwas now fallen
into negative territoryg growth in credit is slowing

GDP is smoothed at the calculationstibacharts above 42
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Credit impulse vs. PMI, metals prices

[ 2NNt lIuA2ya IFNb y2u UGAIKLG odzu | UA3IKUESNI
Credit vs growth China Credit vs metal prices
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A ...by some few months
A And global metal prices (here the LME metal index) by several months, on average
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Chinese inflation slightly below consensus, up 1.3% g/gnd has turned up
Core CPIl up 0.2% m/m, and up to 0.9%qtt more rapid price increase the recent months

China CPI China Core CPI
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A Total annual CRjrowth fell from above 5% in early 2020-82% in Feb. In May, CPI was at 1.3% y/y, up 0.4 pp from the previous month

A Food pricedell by 0.8% m/m as pork prices fell 6.6%. Food prices are up 0.3% y/y (down from 0.7% in April). However, the lattelgs tren
R2gy F2tt20Ay3d UKS mMom: LINAOS AYONBIAS RdzS 02 0KS edefludandrilla a I (
probably continue to decline substantially over time

A The core, ex food & energy price indexse by 0.2% m/m, and is up 0.9% yly, from 0.7% in April. The monthly price increases were high in
March & Aprilg and the 3m/3m rate has surged

A Inflation is up but is still lowand supports real income growtMonetary policywill not respond at low inflation per se, the real economy is
more important¢ and it is more than strong enough to rely less on credit fuelled gravetieck the previous pages 44




Pork prices down 7% m/m in May, pulling down food price inflation
Pork prices are down 30%t are still 50% higher than before the swinedlprobably more to go
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Factory gate prices are still surging thanks to commodity priggsofits are back
PPI up 1.4% m/m in May, up 9% yl/y, expected 8.5%. And the impact is felt around the world?

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

A Profits in privately owned industrial enterprise$ St f 06& p x> A y C SOo Nzl NB WHAnd t NPweA (a
label the profit level in 2019 and early 2020 as normat 5% of GDE and now it has climbed to 6%

A Profits in state owned enterprises profitkave now come back above 3% level not seen since 2013 (there is something strange |
GKSaS RIFGF X0 46

















































































































































































































































































