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Last week

The virus

A A large majority of countriegre once again reporting an increase in number of new Gi®idases, thanks to the Delta
variant. Inrich countries,where old & exposed people are vaccinated, hospitalisation & deadsare still very low and it
will most likely take 23 months before serious health challenges turn up again. However, if nothing changes, in the end 1
probablywill before herd immunity is reached by more people being infecteth@gso. of hospitalised & deaths are rising
rather rapidly. Hopefully, thpaceof vaccinations coul@ickup again where it has fallen to a low level, and new restrictions
0S | 2ARSR® wSaANBGOGGlIofeées GKFGQa y20 GKS 2Z2uudup Fhére i gilNSorie2
downside virus risk left

A Norwayis reporting fewer cases again, and less than 20 persons are hospitalised

A Mobility flattened/declined marginally lagtvo weeks It may be due to the spread of the Delta variant

The economy, part |

A Global autosales fell just marginally in June as Indian (wholesale) sales almost fully recovered from the 60% slump duri
Covid19outbreak in May. Preliminary media reports had signalled just a limited recovery. Global sales are still down 10

the prepandemic level, we assume some half due to lack of supplies (data chips), half due to the lack of demand (in se
European countries)

A Opect membersyesterday agreed upon lifting oil production by 0.4 mill/month, startingugust.Opecexpects its
production to have normalised sometime in4a2probably. The decision signals ti@pecmembers are satisfied with the

current oil price. Followinthe drop in the oil price to USD 73/b from 76,5/b last Wednesday on expectations of a deal, the
price has not fallen further
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Last week: The economy, part Il

A China

» GDPaccelerated to 1.3% (5.3&mhnualisedlin Q2, 0.X 0.3 pp more than expected, from a downward revised 0.42 (pp, 1.6% annualized) pac
in Q1. June indicators were better than expected too, bothebgports/imports, retail sales and investmentdanufacturingproduction rose by
0.6%, and service sector production by 1.0%. Still, growth has been slowin@in é assume due to the moderate credit tighing (which
y2¢6 YAIKU O2YS 02 |y SYRXE F2fft26Ay 3 UKS LINDG JAindmdméth imderBahdiér gooddzin A
many rich countries, and perhaps also due to lack og supplies. In addition, the activiip @4€l0 was above the prgpandemic growth patlg
and now the level is back on that track

A USA

» CPlaccelerated more than expected once more, tleadline up to 5.4% (exg.1 pp to 4.9%) and the core 4.5% (exp. +0.2 pp to 4.0%). Both
indices shot up 0.9% m/m. The prices increases are still not thatspiead, energy and auto prices explains 3.4% of the mA#lsthese prices
will very likely slow not before to long. Howeviusinesses are reporting thé%most aggressive price hikes plans (just one month in 1979
020S%Z FyR gl 35S LINbaadz2Nba | NB 0 ERisbrftidey & the updida 8o, df cowse NIReAhikedn irifl@ion@ngyR
turn outto be transitorgk & CSRQa t 2¢Sftf | NHdAzSR g Bultiie Siskd far soinéHihg idrelidAssibatil. We Adulbt thig
risk is prices into bond yieldswhich fell again last week

» Retail salesvere stronger than expected in June but May was revises substantially down. The trend is very likely down from heresodre sal
goods are 13% above the ppandemic level

» Manufacturing productionwas weaker than expected) 1% vs exp. +0.3%), mostly due to a large decline inpratiuction,no doubtdueto
lack of components

» Univ.of Michiganconsumer confidence fell sharply in Jglgs inflation expectations rose further, especially for the coming year
A EMU

» HICP (CPI) inflatiowas confirmed at 1.9% (total) and 0.9% (cayé)y R { K O2NB N}GS A& FINIoStz2g 9/
No devils in the details either

» Industrial productionfell more than expected in May-106 vs exp-0.2%)c and here too the auto industry was to blame

A UK

» CPl inflationaccelerated far more than expected, to 2.5% (total) and 2.3 (@vd)several sectors contributed. Still, the increase in CPI is so fa
not that broad based

A Sweden
» CPl inflationis still well behaved, the headlirtmwn 0.5 pp to 1.3%, and the core ex. energy down 0.3 pp to 0.9%, both as expected
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Thenumber of cases rapidly on the way wggian
Sorry but wehave toadded more countries to the spaghetti chart (and could have added many

Covid-19 new cases per day

A TheDelta viruswill is now dominatingin many

1920.0 1Rate per.100.000 over 14 days ~UK 763 : : : :
a0 o (messtied over 7 days) /Netherlands 737 countrle_s,and W|Ilvery_I|ker capture the corona virus
. W{\ JSpain 549 market in most countries
480.0 1 A A large majority of countries are reporting a sharp
240.0 - ~Greece 328 | increase in new cases, even where the
120.0 - . \Denmark 237 | vaccination/immunity rate is higtstill, vaccinesare
A ¥ protecting very well against sickness & deaths (and the
60.0 - y . ) =
\“\,\/ o, [Norway 41 risk of being infectel
30.0 - <Indi : o
[\India 40 A On the other hand, while the no. dbspitalisations,
15.01 B and even moregeathsare on the way up imany of
754 | | | | | R Y thesecountries, the level istill low, and the
Jan Feb Mar Apr May Jun Jul hospitalisationrates arestill fallingg anddeath rates
20 21 (CFR)emains very low

SB1 Markets/Macrobond

A However, if the spread continueseveralcountries will
run into health challenges that are comparable what
they experienced in th®elta variant spreads like now
(and it will, if nothing change®) 2 ¢ 3 months time. A
more rapid increase in vaccinations will of course be the
best remedy

Source: Financial Times, June 20



A large majorityof countriesare reporting more cases, the Delta to blame

UK at the top of thdist, a dramatic surge in Netherlands

Asharp lift in the US as well. Norway down again
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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 dow level of hospitaladmissionsdeaths but the direction is clearly up
Something will probably have to give before herd immunity is reached the natural way (by infe

UK Covid cases, hospitalisations & deaths UK Covid rates
Per 100.000 persons, 14 days' pace 15.0 1 Hospitalisation lagged 7 days vs. cases -15.0
819.2 - measured over 7 days Deaths lagged 17 days vs. cases
409.6 - 4096 12.5- New admissions, % of cases.....| 12.5
204.8 - -204.8
102.4 - -102.4
51.2 - - 51.2 10.0 1 -10.0
25.6 - 25.6
12.8 1 =11.6 7.5- - 75
6.4 - New hospital L 6.4
3.2 - 3.2
16- L 16 5.0 - - 5.0
0.8 - k
0.4 - - 04 2.5 -
<2.0
0.2 - - 0.2 j
0.14 ‘ | | | | | ‘ | SR N O 0.0 | | | | | | | ‘ ‘
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20 21 2020 2021
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A The no. ohew cases per daig steadily growing, by 409%70% per week (R=1¢31.5), and will reach the January peak by the endubj

A The no. of hospitalised has increasetbBl from the bottom in May, but the still just above 1M ®f the level in January. The no of death is up 7 times, still at 3% of the
January level

A Thus, thehospitalizationrate has fallen sharply as botsid persons anather risk groups are vaccinated. The rhtes fallen to 2% from appro8% in Januaryand it is
still declining. On the other hand, UK hospitals will be filled up once more if nothing changes the ommthg.Hopefully, vaccination will speed up again, from the
presentfar below 1% of the population

A Thecase fatality rate(of those tested positive) has fallen even more, to 0.2% from closeésti3an/Feb. The death rate is at less than®/Morgueswill not be filled
up again

A Implication: The Delta variant spreads like a wildfire but the number of infected will have to increase to very high levels beforeviheudinto anotherhealth crisis.
However, something will hawe give the coming weeks/few months; either a speed up in vaccinations or changes in behaviour, voluntarily or by newngstrictio 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

Google mobility Time spent outside home 104 Fepoooo =100 110
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Mobility almost back to normal most places in Norway
hat2 adAff mMo: R2ey> I OO2NRAYy3I G2 D223t So

Google mobility Tlme spent out3|de home Norway Covid-19 cases
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VaccinationsEU/Norway are speeding ug and are surpassing US

However,Norway is a laggard vs thevel

Covid-19 immunity - estimated

70 4...7.d smoothe

60 4

50 1

40 -

30 1

20 1

104

=\ Italy 72
# Spain 70
o

<'UK 76

| pra———
*ﬁ Belgium 76
\\ Canada 73

\l Denmark 67
| USA 66

65 Germany
"l Sweden 65

|l France 64
||| -rance 52 |

—

| Ireland 63
[ Poland 61

Norway 58
| \_Vi

SB1 Markets/Macrobond

O - I "
Nov Dec Jan Feb Mar Apr May Jun Jul
20 21
Covid-19 immunity - estimated
6_
Change 7d,
7d avg. pp
5_

Denmark 4.4
Norway 4.0
Sweden 2.9
Spain 2.5

4 Finland 2.0

'/ France 1.4

t/Germany 1.4
Italy 0.9
Canada 0.8

pp-— --=- == |

<UK 0.6
e
INUSA0.4

Nov Dec Jan Feb Mar Apr May Jun Jul

20

21

SB1 Markets/Macrobond

Fa ¢S R2yQl

Covid-19 Immunity

% of population (calculated)
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Covid-19 Vaccinations

Administrated, % of popul.
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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 lineottigns (a conservative assumption)

Iceland I 137

S

Israel | 127
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Czech Rep I 89
World — 47))
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Global retail sales & manufacturing production have flattened

Global Retail sales, industrial prod. & trade Global retail sales volume
10.0 1% change vs. Dec 19 - 10.0 130 1, auto, volume, 2014 = 100 . 130
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A Retail salegrobably fell slightly iZMay too,even if EMU sales rose close to 3e assume demand fell sharply in India, and US
contributed at the downside. The first June data points to growth

A May manufacturingproduction wasfar weakerthan we assumedastweek, as India reported a 12% setback, far weaker than
implied by Indian surveys. Production in Japan fell by 6%, partly due to the specific problems in the auto sector

A Global foreign traderose further inApril, to 7.5% above the pr€ovidlevel, according to CBP in Netherlarsnd the trend is
straight upwards
11



Global economy

Volatile retail trade data, but the trend is up
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Manufacturing Production
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Global economy
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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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The Calendar: Preliminary PMIs, US housing, ECB & Norw. meonfidence

Time |Count| Indicator |Period| Forecask Prior
Monday July 19

16:00US  |[NAHB Housing Market Index [Jul | 82) 81
Tuesday July 20

08:0NO [Housing Starts Jun

14:30US  |Building Permits Jun 1700K  1681K
14:3JUS |Housing Starts Jun 15904 1572k
Wednesday July 21

06:00SW |[Home-Price Index Jun

08:00NO |Industrial Confidence 2Q (12) 8.2
Thursday July 22

12:0JUK |CBI Trends Total Orders Jul 16 19
13:45EC |ECB Deposit Facility Rate Jul-234 -0.5% -0.5%
14:3JUS |Chicago Fed Nat Activity Index|Jun 0.3 0.29
14:3qUS  |Initial Jobless Claims Jul-11 350K 360K
16:00US |Existing Home Sales Jun 5.9m| 5.8m
16:0JEC |Consumer Confidence Jul A -2.5 -3.3
Friday July 2

08:0qUK |Retail Sales MoM Jun 0.2%  -1.4%
09:19FR  [PMI Manufacturing Jul P 58.2 59.0
09:19FR  [PMI Services Jul P 58.8 57.8
09:3JGE |PMI Manufacturing Jul P 64.1 65.1)
09:3JGE |PMI Services Jul P 59.5 57.5
10:00EC |PMI Manufacturing Jul P 62.5 63.4
10:00EC |PMI Services Jul P 59.5 58.3
10:3JUK  |PMI Manufacturing Jul P 62.3 63.9
10:3JUK  |PMI Services Jul P 62.0 62.4
15:45US  |PMI Manufacturing Jul P 62.0 62.1
15:45US |PMI Services Jul P 64.5 64.6

A Preliminary July PMls

» We assume that peak growth is behind us but the PMIs will remain at very high leve
both the US and Europe in July, signalling growth above trend. It is not assumed thz
the Delta wave has dampened activity even in the European service sector, even if
tourism is somewhat hampered by the outbreak

A USA

» Housing starts/permitshave peaked, probably mostly due to lack of supply of timber,
and partly employees. However, the high price level has also made a dent on the
demand side. The expected uptick in the Housing Market Index seems optimistic to

» Existing home sales has fallen somewhat too, and in May prices flattened (m/m, eve
the annual rate shot up due to 4% price decline last May. (In June last year prices r
1%, and by 6% in July, guess what will happen to the annual growth jate

A EMU

» The ECBuill leave the signal rate unchanged and will not reduce the QE program. Tt
inflation target is lifted to (symmetric around) 2%, and even if the bank now will take
housing costs into consideration, the impact will be limited

A Sweden

» House pricehave soared during the pandemic (even if floating mortgage rates are
up!) but should at one stage slow down, if not in June

A Norway

» Weexpec{ { . Q& |jdz NI SNI & t¥iepodfasteyivaNhighdd & dzl
capacity utilisation, and more companies reporting lack of labour

Sources: Bloomberg. SB1M est. in brackets. Key data points are highligketedost important in bold 14
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Indian auto salesecoveredthe May losses in June
X whichlifted our global June salesstimate Global sales still fell, artdey are 10%below 2019awy

Global auto sales
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EM ex China Auto sales
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June data better than expected, and GDP accelerated to a 5.3% pace in Q2
All major data surprised on the upsiddut growthhasslowed

i indi - A GDPgrew by 1.3% in Q2 (5.3% annualised), above expectafichsl.3%), up
China GDP vs monthly indicators de‘mand from a 0.2 pp downward revised 0.4% (1.6% in Q1). Measured y/y, GDP gre
130 1 Dec19-=100 Fhoo by Z].Q%, as expected. GDP is at or margiaalbyethe pre-pandemic growth
125+ 125 pat
120 - L 120 A Industrial productionrose 0.6% in June, 0.1 pp faster than in May. Measured
115 - 115 yly, production is up 8.3%0.3 pp above expectatioriroduction is 4%bove
104 109) the pre-corona trend path but growth has finally slowed to the fpr@ndemic
105 e . level, as we expected
GDP (q”a”e"‘ﬂ-/ . A A Service sector productiorose by 1.0% in June, as in May, aralisost back
1001/ =" - AVANS L, '\\ 7 — Investments to the prepandemic growth path
9% _L%_/ \/ 9 A Retail sales volumesse 0.5% in volume terms (our est.) in June, as in May,
90 1= ; - 90 and a decent growth rate, and in line with the pt®vid growth pace.
85 - - 85 However, sales have on average been growing slower since last November,
80 - - 80 just a 3% annualised rate and remain. Sales were up 12.1%.2/gp above
JMMJSNJMMJISNJIMMISNIMMIJIS €xpectations
17 18 19 20 21 A Investmentsgrew 0.4% in June, as in May. The level is 5% below the pre
S8 MarketsiMacrobond pandemic trend growth path but the growth rate is just marginally below the
pre-pandemic pace. The (still useless) accumulated annual growth rate was
China GDP vs monthly indicators - supply 12.6% in Jundl.5 pp higher than expectetiousing and other construction
B ndustrial production starts have fallen 3% 8% since last summer. New home sales fell further in
110 7 Dec/Q4 19 =100 ‘ﬂ Z June but the level is high remain well above housing starts, signalling an
inventory drawdown. House prices rose 2.7% % m/m in June (annualised),
105 GDP (quarterly) i 105 quite a bit lower than the 6+% at the start of the year
100 100 A Exports rose and imports fedllightly in June. Both were 10% stronger than
expected y/y. Export volumes may be flattening, at a level 18986 (!) above
05 - / L o5 the prepandemic growth path. Imports are still rising fast, and are 20 above
/ the pre-Covid growth trajectory (!
90 1= L 90 A Last week: Credit growthvas a tad higher in June than in May, but the trend i
! clearly down, andhe credit impulse has turned definitively negative. The
85 - L 85 I dzi K2 NRA GASa adzNIIINA aAydfe Odzi ol yl a
I further credit tightening is not warranted
80 1 ‘ - 80 A CPI inflationis on the way up, but is still moderate. Producer prices are soari
JMMJSNJMMJISNJIMMISNJIMMUIS (which is felt more outside China than inside)

17 18 19 20 21 In sum: China is probably slowing, and we are not sure we can blame
Se Marketsacrobond some local Covid outbreaks

17
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Q2 GDP up 1.3% qg/q (5.3%), exp. 1102%. Level back at the pgandemic tren

Q1 revised down by 0.2 pp to 0.4% (1.6% annualised)

China GDP China GDP
120: G4 2019 =100 :120 204 owth afa. viy L 20
110 - / - 110
1 . 15 - - 15
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90 - Level - 90 10 - 10
| s i ly 7.90
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A A 1.2% g/q rate equals a 5.3% annualised growth pace, up from an downward revised 1.6% pace (from 2.4%) in Q1. Estitetigeenié.0 and 1.2%.
Potential GDP growth in China is somewhere between 5%, and Q1 was therefore far below this and Q2 at the lower end ofcéile.sGrowth has
slowed as the activity level has approached the-paademic growth path

» Industrial production and retail sales were on the strong side in June, but sales are still below—mpi@ath whereas pduction has remained strong since March
Yund LY RRAGAZ2YS | NB ¢S RBaQrésefvie RolirdNBniicutd) Kiere aré sigSsiiveakiess yhdhe dcohBny (1 K S
» The 7.9% annual rate was marginally below expectations, as Q1 was revised 0.2 pp down, while growth in Q2 was a taghleighectdd
A The annual GDP growth rate was sliding down before corona, to 6%18.Q#the gradual decline in growth had continugdndcorona had not happened

¢ the annual growth rate would have been below 5.5% by now. The actual annual rate sii®af8.8% is slightBbovethe pre-corona trend, measured
that way 18
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GDP price deflator up to 5.3%, from 2.4%
Nominal GDP up by 13.6% yly

GDP Nominal & Real
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A Manufacturing producer prices (PPI) are8ig%y/y (quarterlyavg), while CPprices were up 1.1% yly
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We may blame China for many things. But it is not a drag on the global econ
Only China has reported Q2 data as of yet

Global GDP - who contributes? Share of global GDP, IMF PPP
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A Measured in purchasing parity adjusted prices, the Chinese GDP has been larger than the GDP in the US since 2017
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Industrial production up 0.6% in June, close to the gsandemic growth pace
X 1'YR LINE RdzOG A 2 y-pandamicrend granth@a8h! G K S LINS

China Industrial production China, Industrial production
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A The official data Production is up 8.3% yly, 0.5 ppoveexpectations

A Production grewby 0.6% m/m, as in June. Over the recent months, growth has slowly approached {b@nolemic
pace, some 6% annualtyas we have assumed.

A Productionisld: | 62 @S (KS 5SSO0 ‘UbodearedSaidble preoyora gidvgthypathlimyiressive

A Both supply and demand factors may be limiting factors the coming marghgply side probably most important

short term. Business surveys do not signal any downishgftowth o1
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Annual growth rates have normalised as base effect from lockdown fades
Still, strong underlying growth in many sectors

China Industrial production China 'Building' material production
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A All construction inputsare back on brisk preoronagrowth paths except copper production (Steel production is also dow
4.4% over the past two months)
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Electricity production has flattened recent months, level very high +16% vg. [
Transport activity robust toq but may have slowed somewhat too

China Electricity production China Trade and transport
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A Sales are higher
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Retalil sales up 0.5% Jueand higher than expected y/y still 3% below par
Sales up 0.5% in volume terms as in Jubat the underlying trend is weaker than before corona

China Retail sales, volume China Retail sales, volume
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30 120 - //

25 - - 25 115 - / - 115
20 110 - . - 110
15 - 105 - /'/ - 105
10 - /\ 113 100—/ - 100
e | 95
(5) ,N z 20 1Change m/m
5 .

w
o
1
i

N
o
1
i

(o]
(¢}
1
i

- 2.0
-5 - \/‘ Volume, SB1M est - _i_\r,j
10 - --10 "10
-15 + S Ao s --15 o o o o - --2.0
J MMJ SNJIMMJISNJIMMJ JAJOJAJOJAJOJAJOJAIJ
18 19 20 21 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Nominal retail salesvere up 12.1% yl/y in June, walbove market expectationst 10.9%. These annual growth rates are
close to useless due to the base effect, the low sales level last spring

A In nominal terms sales rose by 0.7% m/m in June, we assume by O/6%nre terms as in May, equalling a 6.5% growth
pace, like ahead of the pandemic).

» However, since last November the underlying volume growth rate has been closer to 3% (if we can trust these numberg, dalbaypie of
revisions)

A Sales volumes are 3% below the jpandemic trend path, and is probably growing somewhat slower too 24
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Investments growth has slowed but not further through Q2
Monthly growth stable at 0.4%, level above EXrbut 5% below the prpandemicgrowth path

China Fixed investments China Investments - nominal & real
85 7 Non rural, RMB trl. annual rate -85 40 HUrban fixed asset investments - 40
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A MeasuredYTD nominal investments rose 12.6% in June (still a silly number, due to the setback last spring), down from 15.4%
May, a tad better than expected. Measured yly, investments were up 17% in June, but far less in real term (our calc)

A Growth m/m has stabilised at some 0.4% per month since the start of 2021, following a substantial downward revision a coupls
of months ago. This growth rate, equalling 5% annualised, is just marginally slower than before the partugmicourse far
below the 10% 30% growth ratever the previous decades

A The investment level is 5% below the grandemic growth trajectorg and the gap is off course not closingw
25
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Construction activity up in June, still trending down
New home sales fell further but remain at a very high level

Construction starts Housing sales & starts
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A The rise imew home sale$ias been spectacular since last spring and until the past two months were sales have fallen
slightly. The level is still very high

A Housing startsose in June but are still down some few per cent from the record high level last sugivahéch is not a
dramatic downturn, but still visible

A Non-residential constructiorrose in June as well, but has fallen somewhat more since last summer

A In sum, construction startsire slowing. Look up for demand for steétlfis version of Chinse construction data are the

correct ones, in April they were heavily revised down)
26
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Construction activity is sagging following the pesbrona crisis surge
Some risk vs. domestic steel demand? And production is even higher, net exports are increas

China Steel China Construction vs steel
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Credit growth has slowed sharply and construction slowly (so far)
The two are dancing together, but not closely (and it varies who takes the lead to0)

China Credit vs construction

25710 % and pp - 25 AX adArftt GKSe& IINB +da fSFai
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O2yauNHzZOGA2Y &Gl NISR wiz2?2
101 ) - 10 A Signals some downside risk for construction, raw
5- \ : - 5 materials & steel
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previous week in order to make them lend more,
-10 --10 specifically towards SMBs. The 0.5 pp cut was modest
154 Construction gap 15 by itself but is probably signalling a turning point in
20, (vs. long term trend) o credit policyc which may work, this time again
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02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

28



K]
SpareBank €

House price inflation is slowing amid the credit tightening?
t NAOSa dzl) we2dza i Q HOT: 22 YKY AY WdzyS o6t yydz

2>3)

China Existing Home prices China Credit vs Home prices
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A Credit policy was tightened last autumn and the credit growth has slowed (= a negative credit impulse)
AcCKS O2NNBftFGAZ2Y (2 K2dzaS LINAOSa A& FIFIN FNRY GAIKG od
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Both exports and imports still strong in Jurebut exports may be flattening
So far no signs of any slowdown in the global or the Chinese economy

China Foreign Trade China Foreign Trade Volume
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A Exportsincreased by 2.2% in USD terms in June. Exports are up 32% yly, 9 pp more than expected (a silly estimhtef®) ténmsexports very likely rose
too, but may have flattened recent montlgsat a very high level, at least by 1§%0% above the prpandemidrend growth Global demand is strong

A Importswere down 1.1% in June from ATH in May, up 37% yly, expected 27%. Import volumes very likely fell as well. Howevetuimgaredeading
straight up, at 20% above the ppandemic trend growth pattDomestic demand is more than OK too

A Thetrade surplusincreased in June, to approx. USD 44 bn (seas adj.), which is above-frangesnic level, but down from above USD 60 bn atghak

A We expecgrowth in foreign trade volumes to slow substantigliyough rest of the year. Demand fgoodsin the rich part of the world will slow down when
spending in services picks up, shortages of raw materials/intermediates will dampen production. Even if credit policy hewumang expansionary, the
lagged impact on the previous tightening may be felt in domestic demand 30




K]
SpareBank €

| KAYIl Ndzya | WY2RS&a0Q &aad-FY%datGDP (i
The C/A surplus was above 10% of GDP in 20Qif close to zero before the pandemic
China Trade & current account surplus China Current Account
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A The tradesurplus in goods is now at 3%4% of GDP, slightly down in Q2

A In services, China runs a 0.5% deficit, down fr@% in 201% 2019(but from zero 10 years ago). For the time being, the
Chinese do not travel abroad (and we do not visit them either)

A China runst marginal deficit in net (mostly capital) income from abroad, even if the cohasya huge net + financial
position
» China has invested much in low yielding US government bonds; foreigners are investing in profitable production capawty in Ch
31
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Iron ore imports have declined recent months, steel prod. down 2.5% in June
Growth in domestic demand has slowed, and net steel exports have strengthened

China Net steel exports
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Coal imports have been trending flat since 2016
XFYR AYLER2NI& 6SNB YINBAYylFtte dz Ay WdzyS

China Coal imports (s.a.)
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Oil imports far below prepandemic trend (and even level)
Imports were low in both April, May, and Jyraecording to Chinese data

China Crude oil imports
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China Oil Production & demand
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The recovery in exports through the pandemic has been impressive, strong growth in all direc

China Export markets
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China is not aloneAsianexports are rapidly on the way up

(except Japanese exports)
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Fiscal policy is tightened, mostly trough the spending side
Revenues are normalising vs GDP, expenditures are falling shamdythe deficit is falling rapidly

China Government budget China Government - fiscal policy
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Yes, some of iis transitory, but inflation is above 2% for many sectors
The Fed just might have to react soomeavur bet is a tapering announcement in Sept

g 0
2 : ”‘\hf\\/\_/tmw ;wv/aun% 5 0.0 %

USA Consumer Price Index USA CPI
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A Headline CPilose 0.9% m/m in June, expected 0.4%. The annual rate climbed by 0.4 pp to 5.4%. And forget ak 1.00 - 1% mim
base effects, as prices were up 0.5% last Juhis. is the 2 highest headline CPI y/y print since 1990 0.501 L 050
A Prices have been acceleratimym since last October, and the 3m/3m rate is now up to 8.4%, highest since 199( . -
A In June surveys, companies reported that they expect to lift prices sharply. We doubt all these planned price hi 0-00 i I 000
are completed -0.50 --0.50
A TheFederalReservel y atGAtf I FF2NR G2 gFAlG YR &aSSs Fa GKS ] 100 Y

I dSNY IS AyFElL A2y W20SNJI GAYSQ 62NJ GKS LINKAROS t S@St
more nuanced, with more assessment of the upside risks on inflation than until now. The risk is that the Fed wi
G2 NBIFOG YdzOK a22ySNJIFYR 6AGK Y2NB FYYdzyAldAazy (KLU

20 21 5
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Core inflationsharply up too, the annual rate the highest in almost 30 years
Prices +0.% m/m in June, expected 0.4%, the y/y rate jumped 0.7 pp to 4.5%. The 2 y avg. at

US CPI USA Core CPI
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A Core pricesose 0.03 pp less than in April (which yielded the highest monthly increase since 1982) Change m/m
» In April, the 3m/3 rate was at 1.2%0ow it is at 8.1%, the highest since 1982 too -0
A The price hikes in the last three months ardeatst partly due to on@ffs which will not be repeated, or wi - 0.50
be reversed - 0.25
» Used auto prices (and auto rental prices) seem to be a candidate on the downside - 0.00
» a2d0 2F GKS WNB2LISyAy3aQ aSO02NAR KIFZS fAFAISR LINR L0025
tickets are still cheaper than normal L .0.50

A Parts of the hike the annual rate recent months are due to falling prices last spring. Hotlvevarerage JAJOJAJOJAU
inflation since June 2019 is 2.8%nd inflation has been above 2% whatever relevant starting point 19 20 21 39
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Used auto prices straight up in June, +10%, 40% yly

14 main sectors up >2% yly, just 2 are below

USA CPI
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Food & Beverages 5.6
30 - /Furnishings & Oper
%Core total 4.4
/:I\/led. Care, Hospitals L
20+ ‘

//Lodging 3.8

//Housing 3.8

-Other Services 2.9
_~Recreation 2.5
N\Education & Comm. 2.5
\Medical Care 2.2
\\Personal Care 2.1

\%Apparel 14
r\Transport, Public -4.5

J M M J § N J M M J

20 21
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A Just some few CPI components contributed to the setback last spring:
Public transport(airline tickets)odgingaway from home (hotelsct),
andapparel Other components of the C&id not slow significantly

» Now these sectors have more or less recovered, except public
transport (apparel prices are below F2b but are trending down)

A Used auto pricehiave been on the way up since last summeand
shot up almost 30% over the past 3 months, and by 409 &/
deliveries of new autos is hampered by lack of components. These
prices are very likely above a normal level, if not by 40%

USA CPI (mostly) Core

Change % m/m, s.a Now!

Tt 234 e T8 9N
Core, x food/energy [ O ] 0.9
Food & Bev O | 0.8
Apparel ) 0.7
Lodging I 7.0
Housing, rent/owners eq. » 0.3
Furnishing 10 -0.1
Medical Care » -0.1
Personal Care o 0.0
Edu & Com [ 0.1
Recreation » 0.2
New autos [ 2.0
Used autos ¢ | 10.5
Public transp O | 2.4
Other Services [ J 0.2

L B R |
-1 01 2 3 4 5 6 7 8 9 10 11

’I Last month ® Avg past 6 m‘

USA CPI (mostly) Core
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Change % yly, s.a Now
-5 0 5 1|0 1|5 20 25 30

Core, x food/energy :

Food & Bev

Apparel 5.6

Lodging : 8.9

Housing, rent/owners eq. e

Furnishing *

Medical Care | X

Personal Care -:
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New autos *

Used autos [ 29.7

Publc ransp cm— 58
=
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Transport & energy explain 3.4 pp of the 5.4% lift in total CPI
... Of which 1.5 pp from energy, but new/used vehicles & airline tickets are sharply up too

USA CPI Contribution yly USA CPI Contribution m/m
6 - - - 6 1.00 - Contribution
Contribut ontribu pp
oniribition pp < Total 5.4 <Total 0.90
5. <Energy 1.49 0.75- -
0.50 - /Transport x autos, fuel 0.06
4 - - “Food & Bev 0.11
025 T [
3. | a
A'li'randSZOét X %u;%s, fuel 0.42 0.00 %Housing x energy 0.16
5] ‘ ' 4 00 evy. ~Medical Care -0.01
£ O - |||||| Il -0.25 - --0.25
vl T lil |<Apparer0.13 |
1 |/ i -~ -0.50 - --0.50
" ‘ ‘HHH’ Il NHousing x energy 1.09 |
04 A mllll -0.75 --0.75
-1.00 - --1.00
1A (it WL E 9
-1.25 + S o --1.25
22 JMMJ SNUJIJMMIJ
13 14 15 16 17 18 19 20 21 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A In June (as in April and Maygw & used cargxplained half of the m/m lift in total CPI, and 1.5 pp of the 5.4% y/y growth in headline CPI
» Used car prices rose 10.5% in June, and are up 40% yly. They are very likely too expensive now, but not necessarifelbpdidgnmust be limited, though (as
S al AR Ug2 Y22yuKa I 32X0
A Energyhas lifted the headline CPI by 1.5 pp in the past year (but was only to blame for 0.1 pp of the lift in June). If tedloipriot skyrocket
from here, the contribution to the annual growth rate from energy will quickly fage (more herg
A Excluding the 3.4 ppontribution the headline CPI from energy & transp@it A NBY | Ay Ay 3¢ Ay FE L GA2y Aa aidj
parts of the CPI is now reporting growth above 2% (even measured as an average over 2 years, in order to adjust fot tifepnepamuts last

spring) A1
Lodging away from home (incl hotels) is a part of housing at the charts above




K]
USA SpareBank o

MARKETS

Are 29 hand cars too expensive following the 40% lift?
Very likely. But they were too cheap before the pandemic too?

USA Auto prices

130 15600 = 100 -130 A By the way, prices farew autosare up 3% since 1996

120 - L 120 quality adjusted, that is. And until the recent price hikes
10 New autos. | L 110 in a very tight US auto market',‘%a_nd prices were

down 10% the past 25 years (quality adjusted)

1001 19 Atis impossible from these data to be sure if there is an
90 - 90 equilibrium between new and used carsind even less
80 - - 80 what it might be Still, the current used auto prices seem
2o, Usgy autos o to be extremely stretched vs new autos
60 - - 60

120 4 Used/new L 120
110 12000 = 100 ’:110

100:WMWVAW - 100
90 - - 90
80 - - 80

86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
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A tight rental marketc a possible threat; even if mortgage rates are low
A low vacancy rate, rental asking prices argadfording to some measure§)puse prices are up

A Vacancy ratesnay have bottomed (more investors are entering the
housing market) but are still low. Few owned homes are vacant too

A Rent inflationhas been far lower than traditional models explain during
the pandemic
» However, the pandemic was a special happening, at the rental market bob the

pandemic is now receding

A The official (Commerce dept) rental asking price index reports an 18%
increase y/y. However, other rental surveys yield far lower increases in
rents, as rents in several metropolitan areas have fallen sharply, and
report an average growth between zero and 5%

Themid 2020forecastis heavilyinfluenced A Our model:A significant increase in rental inflation is not unlikely at all,

by the hike in unemployment say by I m oy LI oKAOK gAtt 2dzad tATO |
at 3¢ 3¥2%.T'he impact on headline CPI would be substantialc@.5
bp
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