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The world around us
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Last week

The virus

A The Delta variants gaining market shares, rapidly.UK, Portugal & Russighe Delta is found in 96%:98% of new cases,
and the no. of cases in rising rapidly, even if 70% of the population UK is vaccinated (or have been infected). In UK hos
admissions & deaths are up too, but not by much and the level (and rates vs. new cases) is still low

A Elsewherethe no. of cases is falling most pladdsrwayhas turned marginally up but the number of hospitalised patients
have fallen to below 30 (=zero)

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

The economy, part |

APMI

» Peak PMI?The preliminary PMIs from US, Europe and Japan signal a decline in the composite global PMI in June. TF
are still very high, signalling growth far above trend in global GDP. The manufacturing PMI may have fallen marginall
to Japan & the UK, while the US survey ticked apd the EMU was unchanged, at a very high level. A significant declir
in the service sector in the US (to a very high level still), dragged our global estimate down more than a surprisingly s
increase in EMU. Longer delivery times & higher prices will be confirmed in the final PMI/ISMs this week
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Last week: The economy, part Il

A USA
» CSRQA t 2 ¢ St bothldig tReir bestftof pliay d¥in the hawkish signals from some of their peers (and the medial
member) in the FOMC, stressing that monetary policy will remain very expansionary for a long while
» Some GOP senators have agreed uaomnfrastructuredeab A 0 K 0 KS 5SY2O0N} 0ad LG A& a
still at USD 1.81 over the next 10 years. The annual amount could support the economy by some 0.8% of GDP per
year. The funding side is uncertajmndthe final outcome is still highly uncertain
» Inflation accelerated further in May, according to the PCE deflatdmst not more than expected. The annual rate is still
ANNBEt SOl yld OLINAOSa FStft f1ad aLINAy3I0L o0dz2t SYSY YSI adzN
(average, over time) inflation target as monthly prices increases have been unusual high recent months, and rather br
may by transitoryg we still think wage inflation will decide
» Consumptiorwas weaker than expected in May, as goods consumption fell 2% and services rose just 0.4%. We forece
further decline in goods (still 16% above the £€blevel), but solid growth in services the coming months. The savings re
auAtt p LI wi2z22 KAIKQ®P h ytaxes s farhighkrdhed bifore/thepangesiia, bignwhg SHele
UuKS ¢ NI adethiehadonestadenidilie fixed
» Housing starts/permitswvere far weaker then expected in Mgyand the direction is down, same goes &xisting home
sales Lack of supply is mostly to blame but the 1324% price hikes over the past year have probably dampened demar
too. Realtors reportecho further price increaseis May. Has the decline in mortgage rates done its job?
A EMU
» Consumer confidenceose further in June, and it is far above an average level
A UK

» In Bank of England 2 dz

~

iKS 20KSNAR R
A Norway
» Unemploymentis still falling rapidly, according to weekly NAV data
» Construction activityis heading upwards, even if housing starts fell in May

al 2yS YSYO0SNE UK SaldamzioRda tb rédlice $he QESpBogrankshgiftly, Su
SOARSR (2 2y GAydzS d GKS aryS LI OSe ¢K
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The delta virus will take the market everywhere, and it may become a challer

Il YR y2g | 5SSt i) LI} dza
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2560 -Rate per 14 days per-100.000 - 2560
1280 |(measurgd-ever 7 days) L1280
640 —f\ - 640
320 - -UK247 |
160—/\\_\) /m 2
80 P L —o
AN
20—\/ - 20
10 - Tu
| Jan | Feb | Mar | Apr | May | Jun
20 21

Source: Financial Times, June 20

SB1 Markets/Macrobond

GENRFYd A& F2dzyR Ay |

A TheDelta viruswill very likely capture the corona virus
market in most countries

A Indiahas managed to get it under control, without
killing the economy. However, in théK, Russia and
Portugal where the new variant has become totally
dominant (close to 100%), the no. of cases are surging
Israelis reporting as surge in cases, as are some other
countries with rather high level of vaccinations

A On the other hand, while the no. bbspitalisations
and even moraleathsin the UK are on the way up, the
level is low, and the hospitalisation rate is still falling.
Thus, there will not be a health crisis anytime soon but
at the current growth rate (close to 50% per week, R =
1.30) there are some clouds on the horizon. (See more
next page)

A In Norway, the no. of new cases is increasing slowly but
the no. of hospitalised is steadily falling (to below 30)

A In mostother rich countries the no. of new cases are
stable or are still falling, even if restrictions are eased
and mobility has increased sharply
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UK: Still a moderate increase in new hospital admissions, deaths
X I'YR FNRY OSNE f2¢ tS@gStasz O2YLI NBR (2 0

UK Covid cases, hospitalisations & deaths UK Covid rates
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A The no. ohew cases per daig steadily growing, by almost 50% per week (R=1.3), and will reach the January peak by
end of July

A However, thenospitalization ratehas fallen sharply, as both the old and other risk groups are vaccigateloelow 3%
from appox 8% in Januarg and it is still declining. On the other hand, UK hospitals will be filled up once more if nothing
changes the coming months. Hopefully, vaccination will speed up again, from the present 1.5% of population per wee

A Thecase fatality rate(of those tested positive) has fallen even more, to 0.3% from close to 3%. Hospitals will be filled u
long before the crematoriums 6
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Mobility on the way back to a normal leve] sharply up in Europe (Nordics incl
Even India turned up in mid May

Google mobility Time spent outside home
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Mobility almost back to normal most places in Norway
hat2 adAff mMo: R2ey> I OO2NRAYy3I G2 D223t So
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Vaccinations: On the way up, UK is speeding up again, for good reasons

b2NBle Aa |
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Covid-19 immunity - estimated
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Covid-19 Immunity
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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. Denmark not fully updated

1 & 0 NJ 4¢
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Global trade further up in April
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 salesAQiikestimate implies a 1%
decline due to lower sales in the US and the EMU, and very likely in India. Global sales are 4% abovpahdegmmic level

A Manufacturing productionrose more than 1% in March, and another 0.5% in Amaiid is 4% vs the ppeandemic level
A Global foreign traderose further inApril, to 7.5% above the pr€ovidlevel, according to CBP in Netherlardsnd the trend is
straight upwards

10
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Volatile retail trade data, but the trend is up
.. At least until we can spend more money on services

Retail sales volume Manufacturing Production
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People return to restaurants as soon as it is possible!
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USA Restaurant reservations OpenTable

Restaurant reservations OpenTable
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A Sales in restaurants in the US were down 6% in volume terms in May ¥20 F@penTable reports an unchanged level
of reservations irtate June

» NY is still down 34%, as tourism is still at a far below normal level
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Global airlinetraffic on the way up agairg by almost 1% per week
US airline traffic straight up, but still 28% below par due to still little travel abroad

World Commercial flights USA Airline passengers
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A We haverevised our calculus of US airline passengesadded a seasonal adjustmeyivhich substantially reduced
the June levet still the trend is straight up!

13
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PMI probably down in June, still at high levelsignalling strong GDP growth
We estimatel1.3 p decline in the comp. PMI to 57, dragged down by a 4.9 p drop in the US PM

Global PMI vs growth 7 Global PMI vs growth
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A The global PMis at the 29 highest level in 14 years

A The US PMivas weaker than expected but still thedhighest ever, signalling a very rapid growth in thecWSt the momentum is most likely
slowing

A The EMU PMiose more than expected

A Delivery times, input & outputprices are increasing fasterand faster than everApril was probably not the last month with high CPI prints son
places

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 14
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The US still in the lead, even if the service sector PMI fell sharply
However, US services are still at 64.8. EMU services PMI climbed to 58.0, ATH

PMI Composite
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A Themanufacturing PMfflattened, while theservices PMfell

A Peak growth behind us in tHgSbut as the GDP _level has
come closetotheprédr YRSYA O UNBYRZ
weakness. And now crisis yet, PMI says 7% growth

A TheEMUPMIs rose to ATH, and signals a 5% GDP growth 1o-

A The UKalso reports a brisk recovery in the service sector

A Japanis still sagging, the PMI further down, signal a GDP
decline
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It may still be transitory¢ and we are not that worried about raw material price

X 0SOldzaS UKSe I Ndvedy 2 NI T ¢
Gobal Manufacturing PMI Prices
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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 the US
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OECD Inflation vs PMI prices
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A Both manufacturers and serviceme reporting even more rapid
increases in prices, both input & output prices in June

16



USA PMI

Services down from ATH, while manufacturing PMI increased for thenbnth
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The service sector PMI fell by 5.6 p to 64.8, manufacturing up 0.5 to 62.6 (new ATH)
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A The composite PMI signal a 7% growth rate as the economy reapams this index has probably peaked as growth will
most likely come down through H2 as the GDP level returns to th@gmeemic growth path

17
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Another jump in June, as the recovery in services accelerates
EMU composite PMI up 2.1 p to 59.2, expected 58t& best level since 2006

EMU PMI vs GDP 7 EMU Composite PMI
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A The composite PMat 59.2 signals a 3.594% pace of growth in GDP (or 0.9 % per quarter), as the corona restrictions :
eased, and mobility is steady on the way up

» The composite index rose sharply in Germany, but only marginally in France. The average of Spain & Italy (and velty likely b
countries) also accelerategland reported the highest composite PMI ever

18
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Core PCE up 0.5% in May, 3.4% yly, in line with expectations

The headline up to 3.9% yly
USA PCE deflator
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A 1he core price deflatorose much more than normal in May too, 61 6
by 0.5%. The 3m/3m rate accelerated to 5&ndmore than half 51 A P
of the acceleration of annual rate recent months is due price 3: YN\ / \ Core
increases now, and not to declining prices last spring ' . Y
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» SinceMay 19 the average core inflation rate has been 2.2%. Inflatiol 1 - ; V | A
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average inflation target is met (but Fed has not told us yet) 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
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A Total PCE deflatarose by 0.5%, and the annual rate accelerated
0.3 pp to 3.9%, as expected (and prices are up 2.2% yly since April
WYMo 19
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Most prices up inMay too; New & used autos, recreationalerviecs
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A Used car prices rose further in May, and are up by 35% ve2Feho doubt above any reasonable lotgym trend
A Health care costs have increased sharply since late last year

20
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US Inflation

PCE by main sector: Transportation (autos & gasoline) explains a lot
However, most sectors report >2% pace of price increase the past3rf@nd past 2 years)

PCE price index
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Other Goods & Services 3.1
Household Equipm., Maintenance 2.8
Housing, Utilities & Fuels 2.6
Food & Beverages 2.5
Hotel & rest 2.3
Total 2.2
Financial Services & Insurance 2.1
Health 2.1
Education [ ] 1.2
Recreation olm 0.9
Clothing, Footwear o [ -1.2
Communication © I -3.0

45546123 4

m May 2021 ® Avgprev. 12 m

SB1 Markets/Macrobond

A Measured over thgast 2 yearsPCE inflation has been
2.2% on average. 4 sectors are below 2%, 9 sectors are
above 2%, on average

A Just communication prices fell in May

A The share of prices that are declining has fallen recent
months, but is still not low vs throughs the past 20 years

PCE price index

% change m/m %
-0.|25 . 0.|25 . 0.|75 . 1.|25 .
Transportation 1.3
Household Equipm., Maintenance N 1.2
Clothing, Footwear © I 1.2
Financial Services & Insurance | @ | 0.5
Hotel & rest O | 0.5
Total | o | 0.4
Other Goods & Services | O 0.3
Housing, Utilities & Fuels | O | 0.3
Food & Beverages ] 0.3
Recreation [ O | 0.3
Education O | 0.2
Health ue 0.1
Communication (N | -0.1
025 025 075 125
|I May 2021 ® Avg prev. 12 m |
PCE price index
% change 3m/3m, annual rate %
-5 0 5 10 15
1 1 1 1 1 1 1 1
Transportation [ 14.5
Household Equipm., Maintenance 4.1
Other Goods & Services 3.4
Total 3.3
Financial Services & Insurance 3.2
Hotel & rest 3.0
Housing, Utilities & Fuels 2.5
Health 2.1
Clothing, Footwear [ ) 21
Recreation 2.0
Food & Beverages e 1.5
Education | 0.6
Communication [ | 2.7
5 0 5 10 15

H May 2021 ® Avgprev.12m
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_US Inflation
The price level is on the right track, right?

UKS CSR KI &

{ SSYa a2 0 dzi
USA Core price level
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We stick to our main inflation analysis
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USA Core PCE inflation
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A Raw material cycleare not lasting that long and the impact on consumer prices are short lived
A Higher profit margingunit profits) have never been the main reason for a sustained lift in inflation
A To sustain a lasting increase in inflationjt labour costshave to grow faster. The ULC = wage inflatjgrroductivity

A A tight labour markety 2 N | f £ &
inflation when there are huge changes in the employment mix, have not reported higher wage growth. However, other measur
report higher wage inflation, and unusually many companies are reporting wage increases

AYLX ASa

KAIKSNI ¢3S AyFEFrdA2yd {2 FI NJ
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US Inflation

Inflation expectations are drifting up but are not yetorryingly high
Univ. of Mich. survey 5 y inflation expectations have climbed to 3% from 2.4%

USA CPI Actual & expectatio

ns
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10 years (2.9% smoothed on the chart to
the left), and it is 0.5 pp higher than before
the pandemic (2.5%)

» Still the level is nofar above the past 1§ear
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. These expectations usually correlated to
recent changes in energy pricesike now

A Professional Forecasteexpect a 2.3% 10

year rate of inflation, according to
Philadelphia Fed Q2 survey, up from 2.0%
in Q4. The Q4 level was the lowest ever,
and 2.3% is just marginally above the past
7-year average, and it refers to CPI. The 10
eSIFNIt/ 9 F2NBOlIau Aa
long-term target

A The 10 ypbreak-even CPI inflation

expectationis at 2.4% among the highest
prints since 1998. Still not far too high for
Federal Reserve (after deducting an
average 0.3 pp differential between the
two)

» However the direction is not that comforting?
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Spending & income downinMaga | Ay 3a | NB adGAfft W

Real spending down 0.4%, income fell 2.8%, no more stimulus cheques

USA Private consumption USA Household income & spending
105.0 1 volume,Feb 2020 = 0 27% trend - 4 == 20.0 7'ysD tr, annual rate 200
100.0 - S f oo Constant prices
] _/"’\F-’/ -
95.0 e - 95.0 17.5 -17.5
90.0 e - 90.0
85.0 - - 85.0 15.0 - -15.0
80.0 - - 80.0
12.5 1 % 3m/3m, yiy A 12,5 - 125
5.0 miss o - 5.0
2.5 AT 25 10.0 : -10.0
1001 fN " 100 Priv. consumpt.
255 E 25 age income
] r 5.0 + - 5.0
1.0 Tnaans PN SRS (R APV BN T T i i I“. a T 1.0
-0.51 | T K04
-2.07 --2.0 2.5 - 25
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A Private consumptiorfell 0.4% in real terms in May (spending was flat nominally, expected +0.4%). Consumption of goods fell further, wkibeoseraiut
less than expected. Consumption should still grow by some 11% (annualised). Consumption is up 2% v&0tley€ldh real tams
A Personal disposable real inconfell by 2.8% in May (household income fell 2% nominally, expe2t8eto). Transfers fell further, as no more cheques were
sent out. Market based revenues rose
A The savingsratéell by 2.1 ppto 12.4%g KA OK A a adAff p» 02@3S | Wy 21494 afeQonfe DS disgpine intomié S
high¢ and a normalisation will have to take place of the coming quarters/years
» h@SNJ GKS FTANRG p Y2yUKa Ay HAHmM Y2YAYIlt &ALISYRAY3 Aa dibdondeds udty anSextra YSD 900/bm
Thus, approx.some £z 2F 0KS WYaidAYdz dzawhizE®4jhdxe Be@n s&veddds a rairSes géguallidsd 3/686 ainnualincome. In addition, the
current savings rate is far above a normal lev@ti spending capacity is not exhausted 24
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Consumption of goods is slowing, services qiput just slowly
Consumption of goods down 2 % in May, services up 0.4%. Goods +16%20s $atices stid%

USA Change in consumption - in volume

USA PnVate cons. % Change from Feb '20 Change from Feb 2020 Change in constant US| In % From Last
50 L & m/m (bullets) -400 -100 200 500 800-30-20-10 0 10 20 3002-20 month
Volume | NN N U Y S N N N | 1 1 1 1 1 1 1

Total | 1 19 -04

407 T Goods I [ 15.9 -2.0
30 ZGOOdS 16 GSOe‘;\éi;es ] K -4.3 0.4
20 - <Clothing & Footwear 15| "¢\ ichings & Househ Eq n —— 186 -3.4
10 4 L Motor Vehicles & Parts . . 285 -85
Total 2 Recreational Goods, vehicles | . 300 -2.2

0+ ~Housing & Utilities 2 Durable Goods, Other 2 D 279 1.8
-10 4 ~Services -4 Clothing & Footwear 1 . 152 -1.0
‘JGasonne/energy -5 Food & Beverages - N 11.6 -0.8

-20 1 I Gasoline & Other Energy b | -4.7 23
.30 - N Non-Durable Goods, Other - N 122 -0.7

Services

-40 ~ k Financial & Insurance d > | 43 0.1
50 - RLE Food & Accommod. serv 4 L 5.9 1.0
Health Care K K -5.2 0.2

-60 - --60 Housing & Utilities 4 d 16 0.2
Recreation K | -16.4 3.2

701 : ‘ : : ‘ : : --70 Transportation [ ¢ [ 211 0.2

Mar May Jul Sep Nov Jan Mar May Jul 400 100 200 500 800-30 -20-10 0 10 20 30

20 21 SB1 Markets/Macrobond

SB1 Markets/Macrobond

A The slowdown irtonsumption of goodss broadc and will very likely continue the coming montss the level is way
above any reasonable sustainable leydl spending on services should increase further

A Consumption of servicemse just 0.4% in May, without any contribution from transpoweaker than we expected.
Spending is now 4% below the F2b level, in volume terms. Restaurants are down 6%, transportaibib,
recreation-16%- so there must be more to go as restrictions are further eased. Airline transport is at least further up in
June

A Total consumption us up 2% vs. Rl a somewhat below par growth rate over 16 months. 25
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Another downward revisiong and another decline in new home sales

Too few completed homes to chose between? However, more projects are entering the marke

USA Home sales USA New Homes for sales
1.50 - Mill. annual rate 10 600 “~Homes for sale:'000 - 600
L9 500 + - 500
1.25 4 8 400 A - 400
300 + < Total 314
-7
1.00 + Existing M 200+ [
\, homeg \ 58 | 100 - I
\ 0 Completed 35
0.75 - \ F v
\ . 12 J]Unsold homes/monthly sales L 12
1.00 <Mill. annual rate \ ~7.0 i : :
050 - A [ 10 ] C 10
090- \\ 6.0 -3 8 - - 8
o.so—lw - 7 ro.
070] 50 -2 67 Total 4.4 |
0.25 7] Existing 4 - F
0.60 homes ->1 4.0 L 1 4 L
JMSJIMsIwm 2 BUr
0.00 o0 0 0] =Completed 0.5 |
00 02 04 06 08 10 12 14 16 18 20 90 95
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A NewhomesaleF St (2 TcdQ o6Fyydzad tAT SR NIiGSUOU Ay aléX R2gy FNRY yvmoRiRY dn
SatGAYFGS tFad Y2YyUQKEZ FYyR FNRBY (GKS 2NRIAAYIE modnumQ S afkedpected Sliowngfp 1086S &

weaker outcome than assumed/expected in April. Sales are down more than 20% from Jabuisyill higher than before the pandemic

» ¢KS AYy@SYyli2NR 2F dzyaz2f R K2YS& KIFa AYONBI&aSR a2YSgKI (i &tKdve bedn adiledraimysaythiek a

highest level ever, a sign that the supply side is responding to the strong demand. The no. of completed homes fatiltdlediissg, and the level is extremely low
» Prices are up 7%8% yl/y, not much given the increase in building costs
A Existing home salekave also fallen recently. The inventory of homes for sale is record low, and prices are surging (see mor
page)

e Nne
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Sales are mostly declining due to lack of supply but some buyers are struggling with prices to

USA Home sales USA Inventory of existing homes for sale
81\ -8 4.0 Inventory, in mill -4.0
Mill. annual rate 3.5 -3.5
7 Existing 7 3.0 -3.0
homes 2.5+ -2.5
_— 2.0 - -2.0
1.5+ -1.5
1.0 A 1.0
0.5+ -0.5
0.0 0.0
120 - -15.0
100 -12.5
80 - -10.0
60 - - 7.5
1 L1 40 - - 5.0
1 Turnaround time -> “'\
20: i/s in months ' K23
0 0 0 0.0

84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
SB1 Markets/Macrobond SB1 Markets/Macrobond
A Sales oéxisting homedell to 5.80 mill (ann. rate) in May from 5.85 mill in April, expected 5.73 mill. The sales level is st

almost 10% above the pqgandemic level. Sales are do doklept down due to an unprecedented lack of supply. Howeve
there are reports on buyers becoming more cautious following the steep rise in prices

» The inventory of unsold homewasunch at a record low level, and equals just 2.3 months of sales. During the 2005 boaoifs, th
ratio was 4 months, in bad times is at 10 months

» Priceswere close taunch m/m in May but the annual rate shot up to 23.7% due to the 4% drop m/m last May (see next pa&ge}
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Durable orders further up in May

USA Durable orders USA Capital goods orders vs S&P500
300 4 USD bn -300 30 - Deviation from long term trends, % - 60
25 7 S&P500 90
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A Total durable ordersup 2.3% in May, expected 3%. April & March were both revised up. The trend is steeply up

A Core ordergex aircrafts & defence) rose by 0.7%. Auto orders have fallen some 10% recent months, very likely due to lack of
components, which has slowed core order inflow. However, auto orders rose slightly in May (but remains low)

A Core investment goods orderfell 0.1% but the trend is still straight up, and order inflow in Q2 will be well above the Q1 level

A Order inflowis far above preoandemic levels, especially for investment good orders and surveys are still strongly hinting a furth
increase the coming months
28
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Trade deficit in goods further out due to higher imports
Goods trade deficit up to USD 88 billion in May, from 86 billion in April

USA Trade Balance, goods US Export & Import Volume
250 - - 250 150 { Goods; volume - 150
USD bn ;
R 2010=1
295 - L 295 ebased, 2010=100
140 - - 140
200 - -200
175 175 130 - -130
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100 - 100 10- 110
- 75 y
T 100—,/" - 100
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-100 Trade Balance USD bn ©-100 80 - Exports - 80
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A Exportsof goods fell by 0.3% m/m but are still well above the-pamdemic level (in value terms). In volume terms, export
are still bell below the earl0 level

A Imports of goods increased by 0.8% in May, and are some 16% above the early 2020 level. In volume témpsythef
goodsare 9% above pr€ovidlevels. The reason is no doubt strong demand for goods in the U.S. We expect househol
demand forgoodsto slow in H2, from the present very high legednd imports should take a break too
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New jobless claims are not falling anymore??

MARKETS

[
1

A marginal decline lastweed- YR t Saa uKlIy SELISOUSRZ |YyR
USA New jobless claims USA Jobless claims
111 Mill per week  [yhions - 1000 P11 351 Millions 35
10- - 800 -1.0 30 - L 30
r 600
0.9 Pre\g;/;eek : 400 -0.9 LFS
0.8 - 200 08 25 1'Unemploye - 25
‘ 41 0
W15 W28 W41 W1 W14 N -
0.7 - o o1 -0.7 20 20
0.6- - 0.6 15 - - 15
0.5 A -0.5
10 sgassasp g 10
Continuing claims)
0.4 704 state data
03 0.3 57 i S
New weekly claims
0.2 -0.2 0 | ‘ ‘ ‘ ‘ -0
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SB1 Markets/Macrobond 20 21
A NewclamsF St f 2 nmmMQ FTNRBY nmyQ OoNBGAASR dzLJ INRY nmMHQO (KS LINStalade atzilevél S
far above normalin boomingtimeso ¢SSl a 32 2dzad oT1pQ FalSR F2N I Yy Sg lowshgultifhdveiheenlbglo
onnQ o0& y2ed ! ySg aft 2d Reert efforiito picikKup enhanded ueNdplyymén] béniéfits before theyrexgrom now and through
September? A real weakening of the labour market does not seem likely
A Ordinary continuingclam¥ St f 6& mMnnQ G2 o®n YAffE gKAtS GKS y2e 2F NBOSA GS NHED3MD:
SEGNI k6S5S10 AYONBlFaSR 060& mMnyQ (2 podo YAffsS FLYyR (GKSIgaomep ONBEDSE I8N

A 24 states havepted out of these federal program (which anyway will expire in September). The impact from the first leavers will be visible joftemefit
receivers from next week but weill still not know if these workers will try to find a job or to stay outside the labour market. State employment dat@ppert

also some survey data, will tell the coming months
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Will the cancelling of pandemic federal benefit programs lift employment?
One positive signal: The number of ordinary continued claims may be falling in early leaver st

USA Continuing claims - state ordinary A4 stated dropped out of the federal unemployment
140 - States grouped by expiring date L 140 benefit programs at June 12 (end of Wee_k 23), which is
of Federal pandemic programs the last week state unemployment benefit data are
130 - A star indicate last week with-Federal support -130 available
Jan 21 =100
120 - -120 » The no. of continued claims fell more than the national
o o average before this cenff day
\ » More states are cutting these benefits from June 19, and here
100 - B - 100 too, some more people have left the dole recent weeks
00 . \\ L 90 A still, we do not know what these former recipients do
\,\ now ¢ are they now trying to find a job?
801 \\ ~\/\ - 80 A Media reports suggest that employers in these states
70 B HJune 12 have been able to find more workegdbut media
o0 \'\.._, e 28 reports are not hard data
nas se . . .
: A Most likely, we will have to wait for state employment
01, ‘ ‘ ‘ ‘ ‘ e data, which are published @3 weeks after the national
20 21

» We doubt we will findmuch information irthe June state
employmentdata (date are gathered michonth), but July
data(published in August) coul@vealsomeinformation
whether labour supply increases or not. We think the odds of
finding some impact are pretty good

SB1 Markets/Macrobond
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The Bank of England, too, believes that inflation is transitory

YSSLA LRt AOe Wdzy OKI yYISRQIF (bQdzB&Hoif A FGSR GKS
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A The Bank left thénterest rate at 0.1%and maintained the
target for asset purchases at £895

A Outlook very upbeat easing of restrictions and increased
service sector activity considered most important update
since May. GDP growth for Q2 2021 was revised up by 0.7
pp to 5.5%

AlnflationA & SELISOGSR (2 6S 10620
0KS w32 GFNABSG AY QHH
» A¢KS /2YYAGGSSQa SELISOGI GAzZY

commodity prices on CPI inflation will be transitory. More o
ASYSN)rftftez 0KS /2YYAUuSSQa OS
will experience a temporary period of strong GDP growth and
abovetarget CPI inflation, after which growth and inflation will
TLEt ol O1¢

A¢cKS 2dzid2Ay3 YSYOSNI 2F GKS
Economist Andrew Haldane, has on several occasions
warned that inflation risks were building, and he voted in
favour of a small cut in the QE program, like he did at the
last meeting

A Yieldsof UK government bonds were dowr32ops after
the press conference and the GBP fell some 0.5%. The
market had been looking for somewhat less dovish signals
from the Bank
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7 New jobless claims Norway NAV Unemployment
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A We expect a rapid decline in unemployment the coming weeks/months as well
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SSB: Building permits down in May but the trend is still up
| 2YVFANY |1 2YSO0dAft RSNEQ alfSa g9 aidl NI RFEGLH

Norway Housing starts Norway Housing starts
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A AccordingtcSSE o0 dzAf RAY3 LISNX¥YAGA TSttt G2 HyQ Ay alé FNRBY op.
A HomebuildersNB L2 NIl da | onQ LI OS TFzibbthghdrplywpd | NI a> FyR alfSa |
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China is surprising sharply on the downside, other EMs on the upside
X FOO0O2NRAYy3 G2 [/ AGAQA &dzNLINAREAS AYyRSE® 9a

Citi surprise index

Citi Surprise Index 4
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°7 st 0 [ © 31 M3
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4- <EM x China 1_‘ p } | L,
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SB1 Markets/Macrobond Switzerland [ O ]
** World ** O
i i i it g i UK I °
A Chinaslides down, to well below neutral, alongside a credit tightening Y -
H H ; i+ /Asia Pacific I .
A Emerging Markets x Chinare reportingmuch betterdata than expected, and it is I ———,
rather extreme (>4 st.dev above avg.) Canada e
. . L . Australia O ]
A TheEMUis still surprising on the upside, but less so USA -
Sweden [ ]
A TheUSsurprise index is marginally on positive side Norway  —
China -

A Norwayhas surprised sharply on the downside recent weeks

= Now ® 1 month ago

o < A A ~ z ~ < A ~ SN ~ 4 PN A = z A SB1 Markets/M: bond -
Surpriseh Y RA 0S4 YSI adNB (KS RAFTFSNBYOS 050658y $02y2YA404Q Sciwuurunzya ryr urRs rouus b 2auozr$ 38 ¢
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The CalendarPMI/ISM manuf., US labour market. NQRemplretail sales

Time [Count] Indicator [Period| Forecast  Priof]
Monday June 28
08:0JNO |Retail Sales W/Auto Fuel MoM [May 2.0% 0.3%
09:3dSW |Retail Sales MoM May -1.49
Tuesday June 29
01:50JJN |Retail Sales MoM May -0.79 -4.59
09:0JSW |Economic Tendency Survey [Jun 119.3
09:0JSW |Consumer Confidence Jun 112.3
11:0JEC  |Economic Confidence Jun 116.5 114.5
14:0dGE [CPI YoY Jun P 2.3% 2.5%
15:0JUS [S&P Corelogic CS 20-City MolVApr 1.9% 1.6%
16:0JUS [Conf. Board Consumer Jun 119.9 117.2
Wednesday June 30
01:5dJN |Industrial Production MoM May P -2.09 2.9%
03:0qCH [PMI Services, NBS Jun 55.3 55.2
03:0JCH |PMI Manufacturing, NBS Jun 50.9 51
08:0qNO |Credit Indicator Growth YoY  [May 5.0%
08:45FR |Consumer Spending MoM May 8.8%4 -8.39
11:0EC  |CPI Core YoY Jun P 0.9% 1.0%
14:159US |ADP Employment Change Jun 575K 978K
16:0QUS |Pending Home Sales MoM May -1.09 -4.49
Thursday July 1
01:5JJN |Tankan Large Mfg Outlook 2Q 18] 4
03:45CH |PMI Manufacturing, Caixin Jun 52 52
08:3JSW |PMI Manufacturing Jun 66.4
09:3qSW |Riksbank Interest Rate 0.009 0.009
10:00NO |PMI Manufacturing Jun (58), 58.5
10:00EC |PMI Manufacturing Jun F 63.1 63.1|
10:3qQUK  |PMI Manufacturing Jun F 64.2 64.2
11:0JEC |Unemployment Rate May 8.09%4 8.0%
14:3qUS |Initial Jobless Claims Jun-24 380K 411K
15:45US |PMI Manufacturing Jun F 62.6 62.9
16:0qUS |ISM Manufacturing Jun 61.0 61.2
16:0qUS |Construction Spending MoM  [May 0.5% 0.2%
17:0WO |PMI Manufacturing Jun 59. 56.(
US |Wards Total Vehicle Sales Jun 17.10m 16.99m
Friday July 2
10:00NO |Unemployment Rate Jun 2.9% 3.3%
11:.0EC |PPI YoY May 9.5% 7.6%
14:3qUS |Change in Nonfarm Payrolls  |Jun 700K 559K
14:3qgUS |Unemployment Rate Jun 5.7% 5.8%
14:3qQUS |Labor Force Participation Rate |Jun 61.69
14:3qUS  |Average Hourly Earnings MoM |Jun 0.3% 0.5%
14:3qUS |Trade Balance May -$71.04 -$68.94

A Manufacturing PMI/ISM

» The preliminary manufacturing PMIs indicate a small decline in the global headline index, th
output component fell, while orders rose further. We assume the manufacturing sector is at
WLIS T | ANR GG KQ y2d {LISYRAYy3I 2y &ASNBAOSa ¢
in most rich countries. However, the PMI levels are record high, confirming a very strong
momentum in the manufacturing sectqrand soaring delivery times & runaway prices

A Auto sales

» US and several other countriesill report June auto sales at the end of the week. Sales in the
US are expected slightly up, while sharper recovery is likely in the EMU where sales have b
20%+ below par recent months. Data are difficult to interpret anyway, especially if sales are
slow: Supply problems (semiconductor shortages) or demand weakness, and if so related to
pandemic restrictions or underlying weak demand?

USA

» Employmentrates are still some 5% below the goandemic level, and employment is growing,
Fd T WwY2RSauQ LI OSsE S@PSy AT UKSNB Aa T NB
remain unsolved in June, at least are expectations for nonfarm employment growth not that
upbeatc given the low employment level and unprecedented demand for labour. The
unemployment rate is expected further down. The focus on wages is intensifying. So far, a
partial recovery in employment in low paid sectors has not led, tg lower grovvth in average_
g 3S& O0dzi NI} GKSNJ GKS 2LIRaAiGSd 'ySOR20GAO0!
ledgers of the wage scale is accelerating

EMU

» CPI Inflationis expected to remain in check in June too, at least the core indeXPFlig
approaching 10% y/y

Sweden

» The Riksbankvill not signal any change in monetary policy. Because it is not Norges Bank, n
because the economy is weak anymore

Norway

» NAV unemploymenwill decline rapidly in June too, at the same pace as in May, at least if the
part time unemployed are included, as witnessed by the weekly numbers so far in June. The
inﬂé)w of new jobless claims is very low, and the no. of new vacancies was very high in both
and May

» Retailsale§ SLIi dzLJ GSNE St RdzNR y aApiil, kil weld® Aot 2 v |
expect a sharp recovery in May. Sales are above any reasonableetam¢grend, and are
exposed when spending on services now recovers, and even more when it will become pos
to spend more abroad over the next months/quarters

» Credit growthhas accelerated but just marginally during the zero interest rate
regime/pandemic period, no credit boom to be seen. We expect an unchanged annual rate «
5.0%, one tick up for households up to 5.1%, and three down for corporate credit growth, to
4.1% yly 36

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold
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PMI probably down in June, still at high levelsignalling strong GDP growth
We estimatel1.3 p decline in the comp. PMI to 57, dragged down by a 4.9 p drop in the US PM

Global PMI vs growth 7 Global PMI vs growth
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A The global PMis at the 29 highest level in 14 years

A The US PMivas weaker than expected but still thedhighest ever, signalling a very rapid growth in thecWSt the momentum is most likely
slowing

A The EMU PMiose more than expected

A Delivery times, input & outputprices are increasing fasterand faster than everApril was probably not the last month with high CPI prints son
places

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 38



Global PMI
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The US still in the lead, even if the service sector PMI fell sharply
However, US services are still at 64.8. EMU services PMI climbed to 58.0, ATH

PMI Composite
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Source: IHS Markit, SB1 Markets, Macrobond

A Themanufacturing PMfflattened, while theservices PMfell

A Peak growth behind us in tHgSbut as the GDP _level has
come closetotheprédr YRSYA O UNBYRZ
weakness. And now crisis yet, PMI says 7% growth

A TheEMUPMIs rose to ATH, and signals a 5% GDP growth 1o-

A The UKalso reports a brisk recovery in the service sector

A Japanis still sagging, the PMI further down, signal a GDP
decline
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Global PMI

Delivery times, prices are rising are still accelerating

X LatEnoskydue & specific corona challenges i Qa | 022 YA Y 3
PMI Manuf. Suppliers' Delivery Times PMI Manuf. Output prices
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A The global delivery time®MI subindex(changes in delivery times vs the previous month) probably reached a new ATH
June, even if the EMU index felthe US index rose more

A The global manufacturing output price indesose further in June, to another ATH, as both the US, EMU, Germany, UK
reporting the fastest price rises ever

» | 20 SOHSNE W LI YyS&S YI ydzZFlF OGdzZNBENER R2y QO fATFTAH GKSANI LINAROSa a4 |
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It may still be transitory¢ and we are not that worried about raw material price

X 0SOldzaS UKSe I Ndvedy 2 NI T ¢
Gobal Manufacturing PMI Prices
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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 the US
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OECD Inflation vs PMI prices
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A Both manufacturers and serviceme reporting even more rapid
increases in prices, both input & output prices in June
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USA PMI

Services down from ATH, while manufacturing PMI increased for thenbnth

SpareBank o

MARKETS

The service sector PMI fell by 5.6 p to 64.8, manufacturing up 0.5 to 62.6 (new ATH)
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A The composite PMI signal a 7% growth rate as the economy reapams this index has probably peaked as growth will
most likely come down through H2 as the GDP level returns to th@gmeemic growth path
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Orders index down in June, but still at an extreme level, signals very high grc
Employment indices are strong, but not that impressive, given a still low employment level

USA Durable orders vs PMI orders USA Markit's PMI Employment
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both due to moderate demand and to supply constraints. Given other surveys, and the number of vacancies, supply
constraints seems like the most likely culprit
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The PMI up, regional Fed manufacturing surveys dogwend ISM a tad down?

USA Manufacturing Surveys

3 1 5 regional Fed surveys & PMI
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