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Last week

The virus

A The far more contagious Delta variaig gaining market share, rapidiand as more countries are reporting a steep increase in new cases, som
restrictions areeimposedc and markets are taking notice. UK, Portugal, Russia, Spain, Netherlands, France,[lzne®eek andwitzerland are
among countries that are reporting a sharp increases in ca@ses

A However, in rich countries, where the old and exposed are vaccinated, the number of hospitalisations & deaths are jluststasiggand
remain at very low levels. Thus, w&ee still far away from another heath crisis. \W&sumevaccinations will gain speed if the virus situation
escalates, and slow the spread of the virus befonew, serious healtlerisis occurs

A Norwayis now vaccinating more people per day than any other rich country ever has done, barring I3aldanyStill, the immunity level in
Norway is the lowest among rich countries. The no. of new cases is increasing marginally but very few need hospital (safitlessithan 30
persong)

A Mobility flattened/declined marginally last week. It may be due to the spread of the Delta variant

The economy, part |

A Global PMI

» The global PMI fell by 1.8 p to 56.6 in June, with negative contributions from US, China and several other countrige, th&=BMIs rose
further, as activity in the service sect@covered. US services reported slower growth (but still very high). While growth remains strong in tt
rich part of the world, EM countries are at the lower part of the chart. Global deliirags are still increasing fast, as gneces. But the
growth in theglobaleconomy has probably peaked

A Auto sales

» Global salegell some 4% idune, and is now 12% below the 2019 level. The deiclidane wasroad, led by the US and China (where sales
the previous months were revised down). In the Euro Zone, sales remai2€@oadf H220 level,we suppose mostly due to weak demand. In
EM x China sales probably fell slightly, even if sales in India recovered somewhat (but was still 50% below April sales).

» No doubt,ack of semionductorsS E LJt | Aya (KS f A flgbflsalesi Auto NiBducars woRdSna@vik ngpBrtthiatythis problem
will not be solved anytime soon. If auto production is cut &,&lobal GDP will be reduced by some 0.1 pp, not a serious problem. However,
other sectors are also reporting negative impact for data chips shortages




K]
SpareBank o

MARKETS

Last week: The economy, part Il

A China
» Credit growthaccelerated somewhat in June, but the trend is still down, and the credit impulse is clearly negative
» However, on Friday theBoQ- Yy 2 dzy OSR | Odzii Ay 0 Iby5D BpS follddBikg % ButhBsind\@eeirdn ohidVedhgsdas The

impact on banks lending capacity is limited (3 weeks extra lending) byiliey signal may be more importarifthe authorities want to keep
credit growth in check in order to reduce the risk fdugure credit bust. On the other hand, they do not want to curb growth too mootv
eithercl O2YY2Yy UN}RS 2FF AYy [/ KAYlI O0lFYyR YlIye 20KSNJ LI I OSaxo

A USA

» The FOMGs more divided than normal, but the majority still thinks the progress towards its target is not yet substantial, arftethat t
expansionary policy should continue for a long while. Other members seem to be more eager to remove some of the QBdaudier, a
members want to hike rates earlier. Bond yields have fallen sharply, probably due growth concerns but equities and cosnmeoglitiet weak

» The no. of unfilled vacancieemained at a record high level in May, confirming business surveys. However, the problem did not get worse i
May/June, and the no. of voluntary quits fell slightly (but is still tffeh&yhest on record, signalling a very tight labour market)

A EMU

» ECB has lifted its inflation targeb symmetric around 2%omW¥Yo St 2 ¢ 6 dzi), sigddllifgis@newhat larggr lerance for inflation (at leas
vs. the oldBuBastyle). On the other hand, the ECB wittlude owneroccupied housing cost in the inflation targéur probably in a way that will
not influence inflation that much. However, as the housing market is now strengthening, and higher housing costs may éanpacion
monetary policy. The'8change: ECB will focus more iamplications of financial imbalanceather than inflation implications of a monetary
developments, which has turned to be a complicated science. Again, a Bundesbank pillar is buried (perhaps just tfB@gpgoach could
0S OAYRAOFUSRXZ o fSFau Ay 0UKS | { X0

» Retail salesose 4.6% in May, and sales are 5% above the2Bdbvel

A Sweden
» GDPgrew less than expected in May, and April was revised down. Still, GDP is now close tepgaedamic level
A Norway

» Mainland GDRose 1.8%, twice as much as expected, and April was revised slightly upwards, and GDP was just 0.7% bel2@ lkneFSbBa
assumed1.8% in the June MPR). Services recovered sharply but still operates far below normal levels. We expect furtli@DFfte coming
months, which paves the way foNoBahike in September

» Core CPbnce more surprised on the downside, up 1.4% yly as food & airline ticket prices were lower than we expected. TotatGeloi 800,
due to the hike in electricity prices

» House pricesose by just 0.2% in June, less than expedmB@0.5%, we 0.6%). Prices rose slightly in Oslo, following 3 months decline. The
market balance suggest higher prices, even (marginally) in Oslo. However, buyers are aware of the coming rate hike? this time
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The Delta variant is rapidly taking over the virus market
2S KIS 2 FTRR Y2NB O2dzy UNASA (2 OGKS &Ll 3¢

Covid-19 new cases per day A TheDelta viruswill very likely capture the corona virus

1920.0 {Rate per14 days per-100.000 -1920.0 : d
(meastdred over 7 days) market in most countries

960.01 A UK, Portugal, Russia, Spain, Greece, France,
480.0 - - i
Spain 322 Netherlands, Denmark. are all hit -
240.0 i A On the other hand, while the no. dbspitalisations,
120.0 - N, ~Greece 185 and even moregdeathsare on the way up in these
60.0 4 X X joenmark 155 countries, the level is low, and the hospitalisation rate is
30.0 - \/ Norway 42| still fallingg and the death rate remains very low
15.0 4 | 4=q A Thus, therewill not be a health crisis anytime soobout
' at the current growth rates there may be some clouds
[ — ‘ ‘ ‘ S on the horizon. (See more next page)
F M Apr M . :
20 Jan - Feb  Mar 21pr 2y dun A In Norway, the no. of new cases is increasing slowly but
51 Markets/Macrobond the no. of hospitalised remains very low

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

Source: Financial Times, June 20



A majority of countries are reporting more cases, the Delta to blame

UK at the top of the list, but just up 35% last week (from 7M
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COVID-19, New Cases

Per 100' persons, % last %

14 days (7 d pace) & previous week last
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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
Per 100.000 persons, 14 days' pace 15.0 - Hospitalisation lagged 7 days vs. cases -15.0
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A The no. ohew cases per daig steadily growing, by 40990% per week (R=1¢1.5), and will reach the January peak by the end of the
mon)thc and by that time the immunity rateill have increased further (albeit not by much, UK immunity is increasing by just 1.5 pp per wee
now

A However, thehospitalization ratehas fallen sharply as both the old and other risk groups are vaccinated. The rate is approaching 2% from
appox 8% in Januaryand it is still declining. On the other hand, UK hospitals will be filled up once more if nothing changesihg
months. Hopefully, vaccination will speed up again, from the present 1.5% of population per week

A Thecase fatality rate(of those tested positive) has fallen even more, to 0.2% from close to 3%

A Implication: The Delta variant spreads like a wildfire but the number of infected will have to increase to very high levels beforevilheudK
into a health crisis 7
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Are we seeing some impact of the Delta on mobility (outside India)?
Mobility sharply down in Australia, and UK is sliding?

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

Google moblllty Tlme spent qut3|de home Norway Covid-19 cases
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Vaccinations: Finally, Norway in the lead, at least with regards to gaee

HoweverNorway is alaggard vs thevell | & 6S R2 Yy Qi

dza S ! 40 NJ %S

Covid-19 Vaccinations
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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

r, Denmark 3.1
Sweden 2.8 SB1 Markets/Macrobond
Spain 2.7
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Global retail sales have flatteneq and growth in manufacturing is slowing

Global Retail sales, industrial prod. & trade Global retail sales volume
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A Retail salegprobably fell slightly in May, even if EMU sales rose close to 5%. Sales rose just marginally in China, fell in
US and we assume in India too. Sales are still 4% above tpapdemic level

A Manufacturing productionclimbed further in May, and is also 4% above the-paademic level

A Global foreign traderose further inApril, to 7.5% above the pr€ovidlevel, according to CBP in Netherlaqdand the
trend is straight upwards
11
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Volatile retail trade data, but the trend is up
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Manufacturing Production
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Global airlinetraffic on the way up agairg still 25% below the 2019 level
US airline traffic straight up, but still 22% below par due to still little travel abroad
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Consumer confidence is still recoveriggemains below par in most EMs x Ch

In Europe confidence is well above avg., and above the@aneemiclevel Consumer confidence
St.dev, avg =0
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Peak PMI: The global composite PMI down in June, still signalling &% growtl
As we assumed after the weak Chinese report, the global index lost 1.8 p to 56.6

Global PMI vs growth 7 Global PMI vs growth
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A The PMI signals growth at close to twice the trend growth
A Both services and manufacturing contributed on the downside in June

15
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Rich countries in the lead, while some emerging markets struggle
The Swedish PMI is the best of all, ever. Just 3 countries below #a@e50
Composite PMI

P M I Com pOSIte Deviation from 50 & change last month
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|l Dev. from 50 ® Change last month

A 9 countries/regions up (from 17 in May), 16 down in June (from 8). 3 below tfiaéfrom 4)
A Sweden, US, Spain, and the UK at the top.
A The Chinese PMIs were down across the board

A India at the bottom, following a further decline Jugeven if the virus outbreak has been beaten back and mobility has
increased significantly 16
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Businesses keep reporting rapid growth in input/output prices but a tad slowe

Peak PMI price indices? Still, higher CPI inflation unavoidable, at least short term

Gobal Manufacturing PMI Prices
801 <+ Input Prices OECD Inflation vs PMI prices
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50 4 Al reo A Both manufacturers and serviceswe reporting rapid
\ ~55 increases in prices, both input & output prices
5 : . .
90 A The correlation tactual CPI inflationis not prefect, but
40 -45

the PMI price indices are signalling a lift in headline
inflation, from 3.5% in rich countries in May

A The correlation taore CPis far less impressive
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PMI/ISM: The employment indices down, very likely due to lacKadour
Services are reporting a decline in employmegt KA OK A& | WOl OF & d N2 LJ
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USA Employment vs ISM/PMI

62 Nonfarm payroll -5 A Actual employmentgrowth surged in June and far
9 % 3m/3m more than expected, and the past 3m/m employment
60.0 - : M4 is up at a 4.5% pace
575 L3 A Now,ISM servicesire reporting a decline in
\ | | employment, whilemanufacturersreported an
55.0 1 -2 incr in employment.
| | (vr\ ‘ \f“,\‘/"\ W, crease in employment |
52,5 If W o | IS A The weighted average of PMI & ISM employment index
50.0 ‘J is at an average level, signalling an average growth in
R . } 0 employmentg KA OK Aa Tl NJ o0oSt29g 0F
47.5 - \J \ the 4%¢c 5% shortfall in employment vs. the pre
45.01 | pandemic level
' \ \ L A According to thevlarkit PMI survey, companies are
42.51 reporting that they are struggling to find thaght
40.0 - | -3 employees
00 02 04 06 08 10 12 14 16 18 20 22 A The respondents in thiSM servicesurvey join in;
$81 Markets/Macrobond several sector report lack of labour and one sector that

wages are increasing in an unprecedented pace
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Auto sales down most places in Jug@lobal sales down 4%12% vs preCovid
Semiconductor shortages at least partly to blame for lower sales, but Covid also to blame dire

Global auto sales Global auto sales
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A Based on oupreliminaryestimateglobal auto sale¥F St f o0& m>* Ay WdzyS® {IfSa I NBE R2gy
pandemic level. Both supply challenges (data chips) as well as weak demand due to the pandemic (in EMU, India) explains th
downturn. We expect demand to pick up in both EMU and India the coming months. The lack of components may last for long

A Sales fell all main regions, by the most in th® Sales in th&uro zoneell marginally, and sales fell in UK as well
A Sales irChinahave been revised down by 3%% and fell further in June, and are now below the-pamdemic level, which was low

A Sales irindia probably recovered somewhat in June but remains far below the April level, and sales fell Russitand Brazil 19
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Stock of orders are skyrocketing, production is nosediving. Seems to be a serious supply prot

Germany Production Passenger Cars

Germany Motor Vechicle industry a Mill annual rate.s.a 7

i L 6+ X -6
175 2 m smoothed 175

54" -5

150 - - 150 41 4

3 - -3

125 - - 125 2 r2

<New Orders 14 L1

100 - ,\,f’ - 100 0- -0

14 1

05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
75 - B . SB1 Markets/Macrobond

Europe PMI Autos&Parts

50+ - 950 75 L 75
70 - - 70
65- - 65

25 - 25

04 06 08 10 12 14 16 18 20 2::

-60
- 55
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S0 Wﬁﬂw A DL\ f"lﬂVW‘VbVA’WT\ J 50
A The lockdown related 20% decline in auto sales in Europe the las 451 \A'“,\W /N“‘ } A k'\ [ 4°

months have not made a dent in orders or the order backlog, [ 40
rather remarkable (both according to actual order data, and the 357 39

European Auto PMI) 301 Stocks of Finished Goods r30
A Production of cars idunewas down 45% (!!) from last 20 e e b 28
November. The latter part of the decline in production is very 00 0102 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond

likely due to lack of components, especially semiconductors

20
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Credit growth accelerated in June, trend still probably down
 dzG K2 NA G A S&06 1 \WHa & 288 DEKNIW S ANSI| der X§ ¥S y

X 0 dzu
China Credit growth
_ \ | I
3.0 m/m RMB, trl, sa. ! 3.0
o 5 | Excentral gov. Total social financing | o5
) )
2.0' | L i ‘l 4 ‘ ‘ ;" ‘ [ 20
0l i ‘ ‘ \
1.5 - ““ | Wl I - 15
| ' | ’ J
1.0 1 THIIK - 1.0
0.5 A - 0.5
0.0 . [ 0.0
-0.5 - ‘ --0.5
-1.0 1 --1.0
Shadow banking
-1.5 1 --1.5
14 15 16 17 18 19 20 21
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China Credit growth

25 - l -25
Cha /m, annual rate %, s.a
actual & smoothed
20 - 'l - 20
H...
15 4 -15
10 _m
5 - - 5
Total social financing
0 T T T T T T T O
11 12 13 14 15 16 17 18 19 20 21
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A Total creditgrew at an 11.5% rate in June (m/m, annualised), up from 8.2 % in May. Smoothed, the underlying rate mag @ 986wn fromi3% during
last spring (and >15% during some months). A 2986 growth rate is marginally above the trend growth in nominal GDP

»

»

»

Total creditrose by RMB 3.81, expected 2.7rl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities).
Seasonally adjusted the core total social credit (total ex central gov bonds & corporate equites) grevwrlby@ om 1.7rl in May

Bank loangose by RMB 1.#l, seas adjusted. Bank loans are up 11.6% yly
Shadow banking creditvas marginally up 0.8l in June, following much slower growth in May and April, and a decline in March. Underlying growth has still fallen sh

A The credit impulse has turned negatiyéke it usually does every'4ear or so. The ramification may be felt in many markets

A The slowdown has been by purposas authorities have tightened, especially vs. credit supply outside banks. However, on Fri2Bp@edzii
requirementsg the authorities may shift the foot to the accelerator again

ol yla
21




K]
SpareBank €

¢CKS t. 2/ Odzii olyl1aQ NBASNWS NBI dzA N
[ 30 CNARF&@Qa nop L) darabrupt &redit odowmis\ihtivanted v (

China Interest rates, reserve requirements

A The reserve requirement was cut by 0.5 pp to 10.5 for

2251 r22:5 large banks and to 9.5% for smaller banks
20.0 - 4 sserve requitement -20.0 A The cut will free up some RMBrLin Iendlng capacity
75 X arge banks - Ay GKS oFylAy3a aeaasSys Sid:
a o credit supply from banks, no more, no less
15.0 1 LLL -15.0 A still, the measure signals that authorities do not want
195 L‘-L\—\1 125 credit tightening to go too far, even if they at the same
' LI time are worried that credit grown too fast for too long,
10.0 - Small ba“"s h 5105 increasing the risk for financial instability. This change
I t . of tack is rather common in Chigaand many other
75- anks' standard lending rate - 7.5 i
- (Lower band: With rebate) countries
5.0 1 || b £3.85
L% %
00 | | | Banks' q‘tand ard d‘eposit rate §1 .5?0

10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond
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Tapering is coming closer but the essence lies in the development of the labour market

USA Federal Reserve balance

97USD 1000 bn 9
8+ -8
7+ -7
6 - -6
S FED total assets -9
47 FED, Opé r4
3 - market oper. -3
2 -2
14 - 1
0- -0

200 -

150

100 -

50 -

-50 -

-100 -
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USA Fed Treasuries & MBS

ange m/m, bn

Target

D 120/m

V

Total

V

w28

W41
20

W1 W14

21

w27

- 200

- 150

- 100

- 50

- -50

--100
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A The views among the FOMC members probably differed
more than usual at the June meeting

A The minutes revealed that participants saw it as important
G2 WwWoS ¢Sftf LRaAlGA2y SR G2 NB
AY NBA&LRY sty XOFLIZAHSRI LIN2 3
A The minutes also stated that several participants saw
benefits to reducing the pace of MBS (Mortgage backed)
purchases as the housing market was booming

A At the press conference after the June meeting, Powell
stressed that the bank would communicate an eventual
tightening well on beforehand, and that the progress

0261 NRa GKS ol ylQa G NBSG 41
Central banks' balances
30 1 1n % of GDP EN
| Change since Feb 20, pp _ac

w10 W18 W26 W34 W42 W50W1 wo W17

20 21

W25
23
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How much of the public debt is the Fed mopping up?
Quite a bit of it¢ and net extra supply has been close to zero for much of H1

USA Net gov bond supply to market

-1-USD trl,- monthly rate L
1.75 /-8 weeks average Net issuances L1,
1.25 A Fed QE government L 125
- bond -buying, n%lw -
0.75 USD 80 bn/months L 0.75
0.25 . A m,-,/w W\‘A.—-I\.:v /025
-0.25 --0.25
1.50 - 1.50
1.00 - - 1.00
0.50 1 - 0.50
0.00 —\— ~—+ 0.00
-0.50 1 --0.50

19

W2 W15 w28 W41 W2 W15 W28 W41 W1 W14 W27
20

21
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A In addition, the government have until now been
transferring huge amounts of money to the private
sector (=the budget deficit ), so far in 2021 at a pace
of almost USD 048l per month, creating a similar
extra savings surplus in the private sector (as the
current account surplus is not that much larger)

A So, even if yields are low, there are money chasing
these yields, which has been of rather limited supply

24
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Official vacancy data confirm NFIB survey data (almost perfectly)
.. And we have never seen anything like this before. The correlation to wage inflatiosas

USA Unfilled vacancies vs. ability to fill them

6.0 -

5.5
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USA Small businesses, not able to
fill positions vs compensation reports

% of companies st.dev, avg = 0
-3
Compensation -> -2

t.dev)

-1
-0
-1
--2
--3
Compensation: Avg. of actual & plans L4
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SB1 Markets/Macrobond

25



USA SpareBank o

MARKETS

Such a high level of vacancies would normally signal a recorddaempl. rate
X a AF dzySYLX 28YSyid ¢ a aS KHA So"AadK AlFAIg S\FS |

USA Labour market USA Unemployment vs vacancy rate
15.0 -Both in the % of the labour force -15.0 Vacancy rate
12.5- 125 7 TFrom 2000 Viore -7
mismatch
10.0 - -10.0 B -6
:% 06/2021 (vacancy est)
7.5 - 7.5 1
57 ! 2020 - o
5.0 - 5.0 1
Iy
f/ 4- l -4
2.5+ - 2.5 1
0.0 Unfilled vacancies (openings) 0.0 3. i :.‘ 2010-2019 L3
9 Job defict: Unemployment rate - vacancy rate "9 : t April '20
4 - 4 1 L
37 [ o 11 Less | -1
31 -3 mismatkh
1 ] L 1 0 ‘\ T T T T T 0
-1 _‘ ‘ ‘ ‘ ‘ Asstiming unch vacancy rati'M}thi_ -1 0.0 2.5 5.0 7.5 10.0 12.5 15.0
00 02 04 06 08 10 12 14 16 18 20 22 Unemployment, in %
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Altisa permanent downward shift in labour supplg/a huge increase in mismatch in the labour market or that many workers
y2g LINBFTSNI G2 adl e 2dziaAiRScwadgé §rowthiwol ﬁcdeltejat¥$hamly$|mﬂamonumﬂ beanghan || W
transitory & the Fed will have to respond. If the Fed does not respond, another disaster in the waiting, and a more abrupt an
dramatic shift in policy will be needed at a later stage

A Or it just at temporary sweet/sour spot1% of the working age population can not work due to Gdgidschool children, own
health etc, they say) and another 3%4% are receiving extraordinary unemployment benefits, more than those that would
normally have received such benefits. At least he latter group will have no income if they do not turn up in the labotr marke
during the coming months, as these support programs will end now (in some states) or in September (everywhere) 26
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Will the cancelling of pandemic federal benefit programs lift employment?
No clear message yetbut state data are volatile

USA Continuing claims - state ordinary A 4 states dropped out of the federal unemployment

120 - States grouped by expiring date 1120 benefit programs on June 12 (end Of. We_ek 2{3$1ates
jf Fe;ciera# ggndemic programs left June 19, and 10 states June-2@hich is the last
an =

week state unemployment benefit data are available
A We do not know what these former recipients do nqw

110 - 110

100 - | 100 are they now trying to find a job?
A Some media reports suggest that employers in these
90 - 90 states have been able to find more workers, but other
reports havetold other stories

yet seen a reduction in the no. of recipients of ordinary
state benefits among these states

70 - - 70
S A Most likely, we will have to wait for state employment
60 4@ data, which are published @3 weeks after the national
Wi W5 we Wiz w17 w21 wzs payrolls report o
20 21 » We doubt we will find much information in the June state

$B1 Markets/Macrobond employment data (date are gathered mmonth), but July
data (published in August) could reveaime information
whether labour supply increases or not. We think the odds of
finding some impact are pretty good, if not already in July
employment data

27
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EMU HICP Total & Core

Averages from 2002
3 m smoothed

SB1 Markets/Macrobond

A As has been widely communicated, the ECB lifted its

inflation target to symmetric around 2%omW¥o6 Sf 2 &

Of 2 &S, sigralling:3pMewhat larger tolerance for

inflation (at least vs. the old Bundesbank line). A

symmetric 2% has been the norm for most central banks.

» The Federal Reserve US has moved further to an average inflatio
target, but even th€ECB will tolerate transitory periods with

inflation above 2% if needed to reduced the risk for entering a
disinflationary trap

A On the other hand (also well prewarned), the ECB will in

one way or anothemclude owneroccupied housing
costs(OOH) in the targeted inflation measure. The ECB
asks Eurostat to include a measure of the OOH in the HIP(
(the EMU CPI). Until now, most of OOH has been excludec
FNRY (0KS W/ tLQ AYy 9a! ® LI
Eurostat to implement this change (which is rather
complicated) However, the bank will start taking housing
costs into account when assessing if the inflation target is
met from now on- see more next page

A The ¥ change: ECB will focus more iomplications of

financial imbalancesather than inflation implications of
monetary developments as the latter has turned to be a
complicated science. Again, a Bundesbank pillar is buried
(perhaps just before thBuBaapproach could be )
BAYRAOFUSRZ | €Slau Ay 0K
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ECBs preferred ownesccupied housing index does not change that much
X o0dzi AYyFElLGA2Y ¢g2dd R K| gasd abogeShg NEWDargetdow K A :

EMU HICP w/wo owner housing costs A There are several alternatives for including owecupancy
: ... g housing costs (OOH) in consumer price indices
Assuming a 15% house ownership weight in total CPI ) ] o .
3 m smoothed. Averages from 2006. » Arental equivalentis most common, as it is done in the US and
4- -4 Norway and several other countries, owners are assumed to pay (to

themselves) the same rent as renters pay

» Anet acquisition approachusually just include construction costs for
3 L3 new homes, and not the cost of land

» Auser cost approachwhere 2¢hand prices are the main element but
where depreciation, real interest rates and expected capital gains are

included are preferred by many economists. However, both a volatile
27 | real interest rate and an uncertain expected capital gains element
complicates calculations (like if expected capital gains are high, the
"""""""""""" \‘K' - o - ownership cost is negative). A possibility is keeping capital gains out of
-1

the calculation, or assuming a stable relationship between (long term
smoothed) real rates and expected real capital gains, implying the new
and existing home prices

A The ECB hasgnalledthat it prefers thenet acquisition

0 Y/ 0 . . - -
V | ] approach implying that just new home construction costs
Total (and not the cost of land) should be included in the index
1] » (alongside maintenance, repovati@tc). The current
T : : : : : : : : : — 9dzNRP aAGIl 1 Qa SELISNAYSYyGlFf hhi
02 04 06 08 10 12 14 16 18 20 22 (as far as we understand). However, some statements from
$81 Markets/Macrobond ECB officials could be interpreted as if cost of land should be
included, even 2 hand house prices
A On average, inclusion of the current Eurostat A The Eurostat is assumed to spend some years figuring out how
experimenta' quarterly total OOH, would have lifted to include a OOH measure in the HICP (or construct anHICP
average HICP by 0.2 pp per year the past 15 yeans index). In between time, the ECB will include some OOH

V25 Whelrto AyFLraAr2y G2 akhdaeild AXabis OF vd 01 miga g

index at just below 2%5ee more next page A On average we assume including OOH, measured by house
prices, would have lifted average HICP byq(D23 pp per year
thepast20yearsF YR y 28 Wi20l f Q ny
See more next page
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Mainland GDP up 1.8% in Mayand is just 0.7% below the Fe20 level
X YR MOMxR2 . KSF RS 25Q 2 f rRuchir@drlds golingsérdced (0 A f f

Norway Mainland GDP A Mainland GDP grew by 1.8% m/m in Matyvice the consensus

2.5 Volume, monthly TS (and our)¥ Q @hddl jpp abové&oBat Q OGra@wth in April at

0.0 Tan/gefrom [ id 0.4% was 0.1 pp higher than the first forecast. GDP is finally ab
-2.5- \/ - 25 the Dec20 level, and just 0.7% below the F2b level

-5.0 - 5.0 » Production:Private servicesere up by 2.2% in May even business

75 — services reported a (strange) steep decline. Activity in hotels & restaura

rose by 35%. Trade up 10%, manufacturing flat

-10.0 - --10.0

A Fisheriesdlown May,and electricityflat, WO2 NBE a[ D5t Q 3 NJX

3 -3
\/“/—\/\./\ || @/m 18 » Demand:b 2 N S 3 A | v &thonie sBSty(RAM6% In May, goods
d Al |

Ty even more than services. Oil investments remained high in May, Mainla

4 T AT P business investments fell furtheExportsx travel rose 0.6%
g |Crovhmim. iy ‘ f/\ [ A Mainland GDP is down 0.7% vs the F2b level
JMMJSNJMMJSNJMMJ SN » GDPwas 1.1% above 2 . F Q® | & (i
19 20 21 o e » Production:The 4hard hit servicesre still far down, 25% 34% The
Norway Mainland 'core' GDP total negative drag equals some 3% of Mainland GDP. Other sectors ar
00] oo in sum flat, withtrade, manufacturing & educatian the lead.

Constructions down 3%

» Demand:b 2 NB S 3 A |V &thondke i®eh RrdmyFak20, goods
+16%, services down 8%. Spending abroad has fallen by 97% (equallir

98 - 98

96 - 96

GDP x fisheries

94

] & electricity [ 94 of disp. income), and the money is saveldusing investmentare up.
92- - 92 Mainland business investmentsve fallen by 7%, whilgl investments
901 " 90 are up 5%Exportsex petroleum (and tourism) are 3% below the b
8 | [ &8 IeveI.Forelg_nersare not spending anything in Norway, a cut equalling

J FMAMGUY JASONTDUIFMAM ./ 1.5% of Mainland GDP
20 21

SB1 Markets/Macrobond 30
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Production details: Business services further down in May, must turn up soor
Hotels/restaurants +35%, culture/entertainment +16%, still 30% below par. Transport still dowi

Norway Production sectors Norway Production sectors

30 ) i ' - 20 1.5+ ibuti - 15
Volume, % change since Feb'20 4Electricity 20 go(r;ftrg;go:hfng;ogtnhéevglggwg0
(o]

Monthly national accounts

%Trade 10 <Trade 1.0

/Electricity 0.6

V
’Manufacturing 1

ML GDP -1
Professional services -3

L/
/Manufacturing 0.0
/-16 0.0

NConstruction -3

K Transport -25

<Business services -25
~Culture, entert. -27
Hotels & Restaurants -34

--50

<Professional services -0.1
NConstruction -0.2

Hotels & Restaurants -0.6
NCulture, entert. -0.6
NTransport -0.8

--1.5
--60

-70 1 --70 -2.01 --2.0

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

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Business servicdgll by more than 5% in May. We assume these activities will increase sharply the coming months
A Hotels & restaurants, cultureandtransport all have miles to go before activity is normalised

A Tradereported a 7.5% lift in May, more than we assungdalit the level was strangely weak the previous months

A Fisheries & aquacultureontracted in May

Business services: Temp services, travel agencies, call centres, congresses, cleaning, canteens, property services, leasing 31
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House prices are slowing, just up 0.2% in Jui¥oBaexpected 0.45%, we 0.6%
¢KS AYLIOG 2F flLad &@SINXa f24SNI NGSa I NB

Norway House Prices Norway House prices vs Norges Bank's f'casts
Existing homes - 48 52 INOK 1000 per sq.m, s.a Mar-24 | 22
Price level, NOK 1000/sq.m Pt 51 INoBa implied level, based L5
TS— 42 on annual growth fcasts | _____ --"
L 50 - & ‘-50
- 36 Last f'cast _—<="
-30 497 TR ST 49
; _y/y 10.1 * —"/ Sep-20 [+
/ v A%: 7 A [
1 PGSy i 46 - - 46
07 </ r 0 45 - - 45
S -5 44 44
-Change % 3
1.5 - 1.5 43 - L 43
0.5 J.LIJ.,Ld||l|l|lIML,",,r,,1JI,HmJ.,L+ Cmim 02 42- / -42
-1.54 --1.5 JAJOJAJOJAJOJAJOJAJO
15 16 17 18 19 20 21 19 20 21 22 23

SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS SB1 Markets/Macrobond

A House pricesose by 0.2% seas. adjJune, down from 0.6% in May. We expected 0/888a0.45% Prices are up by 7% 3m/3m (annualised),
down from above 10% . Prices are still up 10.1% yly

A Osloprices rose marginally in June, following 3 m months decline. Mixed in other towns, mostly a reversal of last months §haabeore the
pandemicBodgin the lead, followed byPorsgruniSkien, Tensberg Drammen. At the bottom: Berg&r.heim Stavanger, Alesund ®romsg

A Thenumber of transactiondell slightly in May buts high.Theinventory of unsold homedell 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 prices are once again belbve . F Q&I #&KS AYLI Ol F2NI fFad &SkNQa AyGSNBal N



Through the pandemicBodg PorsgrunmiSkien, Tansbergn the lead
Drammen is ahead of Oslo tgdut too early to conclude that the capital will be deserted?

Norway House prices

117.5 - - ~Bodg/Fauske 116
g?: gg:f;;; 00 /Porsgrunn/Skien 115
~Tgnsberg/Feerder 115
115.0 1 N
<Oslo 114
112.5- <Follo 113
~Asker/Baerum 113
“Fredrikstad/Sarpsborg 113
110.0 - "Romerike 113
\Hamar/Stange 112
Kristiansand 112
107.51 \Total 112
\Bergen 111
105.0 1 e
\\Stavanger 110
Alesund 110
102.5 4 '\Tromsz 109
100.0 100.0
97,5 975
M M J S N J
20
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Norway House prices

% change from Feb 2020

(I) 1 5I 1 1I0 1 1I5 1
Bode m/Fauske | 16
Porsgrunn/Skien | 15
Teonsberg m/Feerder I 15
Drammen | 14
Oslo | 14
Follo | 13
Asker/Baerum | 13
Fredrikstad/Sarpsborg I 13
Romerike | 13
Hamar m/Stange | 12
Kristiansand | 12
Total | 12
Bergen | 11
Trondheim | 11
Stavanger m/omegn I 10
Alesund m/omegn | 10
Tromsg | 9

I I I I I I I I

0 5 10 15

SB1 Markets/Macrobond

1

A Costakitiesfrom Kristiansand to Tromsg (ex Bodajres

bottom of the list

[K]
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Short term market flows suggest continued price growtfoutside Oslo
X I n6 Rirther decline in Oslo

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
1.25 4 - 1.25
3+ -3
1.00 - A ‘ H - 1.00
Actual m/m
A | 2 -2
0.75 ~ Jﬂ ‘ \q " - 0.75
| . r
0.50 - ‘ . I | - 0.50 1/\/ / '\J \ \ -1
0.25 v L / W’W - - 0.25 o \ | /v\/\; v,
0.00 — ] 0.00 k\’\/ V v
-1 Actual m/m.....| 4
-0.25 4 --0.25
-0.50 _Model: Market flows, changes in inventories L .0.50 2 _Model: Market flows, changes in inventories )
12 | 13 | 14 | 15 | 16 | 17 | 18 | 19 | 20 | 21 12 | 13 | 14 | 15 | 16 | 17 18 19 20 | 21
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A Ournational x Oslo modebased on flows and the inventory signalg.@5% growth in house prices per morgftom
above 1% some months ago)

A OurOslo modekignalsmarginal price growttffrom zero 2 months ago)

A These models amot long term price models, just short term price models based on flows of (existing) houses approve
for sale actual sales & changes in inventories

34



Norway
Inflation is not on the way up everywhere: GRITE down 0.1 pp to 1.4% y/y!

R2YSauAO 3I22Ra 3

X I'YR y2g RdzS R2
Norway CPI core
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3.5 1 -3.5

3.0 -3.0

Infl. target

2.5 4w m 'I\N\_\}[\ R N 25

2_0_ b+ o o RSP [ [ — _20

1.5

1.0 1.0

0.5 -0.5
] Change m/m,6m avg (ling) L

0.6- - 0.6

0.3- C na
i Mm Wﬁr'v\ L

0.0 ik N\\ﬂ’“’ﬂ M4 =509

-0.3 1 seas. adj by SB1M -.0.3

13 14 15 16 17 18 19 20 21

I I RN S R T NS )
N A R

Norway Headline & core inflation

Total CPI

Co%.e CPI (ATE)

-5
-4

O

2

i

RN

0
1
-2
3

10

1 12

13

14 15

16

17

18 19

20 21

kets/Macrobond

K]
SpareBank o

MARKETS

a SNIA OS

A CPIATE(ex. energy and taxe®)flation was down 0.1 pp to 1.4%
Ay al@T nom L) 6St2¢6 b2NHSA
below our estimate

»

»

»

»

»

Prices were up 0.1% m/m (seadj), up from-0.1% in April

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

The main misses (vs otirQ Poénihé downside were food and
airline tickets, where furniture surprised at the upside

Prices on imported goods rose in June, but annual inflation is
trending down, following the strengthening of the NOK

In addition, domestic inflation has slowed substantially to 1.4%

A Total inflation accelerated 0.2 pp to 2.9% as we expected
A The outlook
» Inflation may slowsomewhat more the coming quarters. NOK

has strengthened and wage inflation remains moderate (if nc
low). Demand for goods will have to decline from a very high
level. Upside risk: Higher raw material prices/global price
pressures but thespilloverto the Norwegian CPI is not that

significant

» Anyway, CPI inflation will not have any material impact on

b2NHSA V]I QA KEYGHYNEI L2 K
about the post Covid9 recovery and the housing market
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Norway Residential Construction Cost Index Norway, Residential constr, material costs
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A Material prices are up-514.4% inviay June
» The 50%-+ lift in lumber/timber prices over the past months is unprecedented

A Includinglabourcosts, the total building cost index is up by 7.8%, the highest in almost 15 years
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In the US, the lumber bubble has burstf not totally (yet)
Raw material price cycles are normally not long lasting

Lumber/timber prices A .. And are not important for serious inflation cylces
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Global economy
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Global surprises still on the upside but many countries are heading down
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Citi surprise index
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Citi Surprise index
St. dev, avg =0 -2 -1 0 1 2 3 4
EM x China I
CEEMEA O ]
Latin America | [ J
New Zealand G
** World ** | [
/Asia Pacific I
A Chinaslides down, to well below neutral, alongside a credit tightening E'\é'u Sl e .
A Japan has lost substantial height the past month Canada - e
. . . o J | (]
A Emerging Markets x Chirare reportingmuch betterdata than expected, and it is rather Ai’;?rr;"a ommm
extreme (>4 st.dev above avg.) Switzerland [ °
. . .. . Sweden | ()
A TheEMUis still surprising on the upside, but less so USA 10
: : : China o ]
A TheUSsurprise index fell marginally do below average last week Norway —

A Norwayhas surprised sharply on the downside recent weeks

SurpriseA Y RA OSa YSIF adz2NBE GKS RATFSNBYOS 6SiGsSSy SO2y2YAadaqQ Secwwsuur

= Now ® 1 month ago
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