Macro Weekly
Week 31/2021

Harald Magnus AndreassenTina Norden

Phone
Mobile
Email

1 (+47) 24 13 36 21
1 (+47)91 14 88 31
: hma@sblmarkets.no

Phone
Mobile
Email

SpareBank 1 Markets
1 (+47) 24 13 37 48 Phone . (+47) 24 14 780

2 Augus®021

- (+47) 93 22 62 24 Visit address Olav Vs gate 5, 0161 Oslo SpareBank 1

: tina.norden@sbl1markets.no Post address: PO Box 1398 Vika, 0114 Oslo

MARKETS



Highlights, corona update

The world around us
The Norwegian economy

Market charts & comments

AAAAA



K]
SpareBank o

MARKETS

Last week

The virus

A Most countries are still reportingrowth in new virus caseghanks to the Delta variant. Howevearowth has sloweéh
several countries past 3 weeks, and in UK and Netherlands, the no of cases has fallen sharply (by 40% in the UK)

A In Europehospitalisation & death rate{CFRs) have fallen sharply and are low levels. That has not been the case in the
suggesting diverging testing policies. (The US has in reality relatively more cases than Europe vs. the reported numbe

A Norwayreports a substantial increase in new cases but still a very fe\lyatehospitalised17 persons!)

A New vaccinationsre still rising rapidly in most EU countries and in Norway compared to the US & UK. All available
information suggest that vaccines are very effective, also vs. the Delta variant vs. serious illngsathndven the
vaccinated may be contagious (which requires an even highaunity rate to stop the virus)

» Countries/areas with low vaccination ratios are of course exposed to the Delta variant, like Japan and Aastdgatraich of EhergingMarkets
A ltaly has reintroduced some restrictions, others may follptwt we still think the economic impact will be limited
A Mobility has flattened/declined marginally last weeks. It may be due to the spread of the Delta variant

The economy, part |

A July PMls

» The global PMI has peaked, so has very likely gipbaith ¢ and global GDP growth probably slowed to a below trend
pace in Q2 (mostly due an assumed slowdown in Emerging Markets). Globakressares has probably peaked too.

» TheChinese PMIs fell just marginally in July but from a below average level in June. However, these indices signal I
growth than the actual 3.6% growth pace in H1. Mixed in the manufacturing sector in Asia, but more up than down ¢
India recovered sharply. We expect a 1.9 p decline in the global PMI, even if manufacturing wasuriokeat® the
services PMI probably fell sharply
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Last week: Theconomy, part Il

A USA

»

»

»

»

»

»

The FOM@cknowledges that the economy is strengthening and even if the employment level is well below-{henpieEmicthe committee will
continue to assess progress in coming meegmghich signals the bank is preparing markets for a tapering message not bedolenp. Still,
during last week (but not last Wednesday specifically) real interest rates are nosediving to record low levels (as i Bhirtgomflation
expectations rose

GDPNR &S WwWedzaidQ cop: Ay vHI SELS@&d Satidesyrevwpsast batdetnains well Befds eepan@emit 6 2
trend. Profits very likely rose sharply from Q1

Thesavingsrate hasfallen to below 10% but is still 2% above fire-pandemic level, and the accumulated excess savings through the panden
equals morghan 12% of disposable income. Total consumption has flattened recent month, goods down, services up

TheEmployment Cost Indegrew just 0.7% in Q2, 0.2 pp less than expected. The annual growth rate is 2.8%, and too low to support any in
fears. However, other wage data may signal a higher rate of wage inflation

New home salesare saggingasprices are surging. Supply has been a challengeCake/Shiller house price indeand other price indices are still
reporting record high, or close to record high price inflation (but realtors have reported slower price increases m/mdaray/

States that have opted out of tHéederal extra unemployment benefit progranmaay now be witnessing a decline in receivers even for ordinar
A0F0S dzySYLX 28YSyid o0SYySTFAGAEI INBE 62N]JSNER FAylffe WF2NOSRQ (2

A EMU

»

»

»

GDProse by 8.3% in Q2 (2.0% not annualised), well above expectations. Italy and Spain in the leagvg@yabcording to thpreliminarydata
Unemploymentfell sharplyin June, and is just 0.3% above the qpandemic level. However, hours worked is probably stil686 below par
Core CPinflation fell to 0.7% in June, as expected. Total inflation rose to 2.2%, above expectations. Energy is the main (aodyltagtit

A Sweden

»

GDProse 3.6% in Q2 (0.9% not annualised), better than expected as GDP rose sharplyito Jueléabove a prgpandemic level

A Norway

»

»

NAV unemploymenflattenedat 3.0 % irJuly, while we expected another decline. Still, we are confident the tretoM®. The no. of vacancies
rose further in July from a very high level in June, and the inflow of new jobless claims is very low

Retail salesvere close taunchin June, at a very high level. Wepecta weaker saleshe coming months as spending on services domestically ¢
all sorts of spending abroad will pick up
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Some very positive newsg the no of cases is falling, at least some places
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Covid-19 new cases per day
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A TheDelta viruswill is now dominating in many _
countries, and will very likely capture the corona virus
market everywhere

A A large majority of countries is reporting an increase in
new cases, even where the vaccination/immunity rate
is high. However, growth has slowed in many countries
the past two weekg and in some countries, notably UK
and Netherland which were at the top of the list last
week has reported a steep decline in new cases

A Vaccinesare protecting very well against sickness &
deaths (and the risk of being infected)

A still, the no. ohospitalisations,and even moregleaths
are on the way up in many of these countries. On the
other hand the levels of hospitalisations and deaths are
still low. Hospitalisation rates are still falliggand death
rates (CFR) remains very low (in Europe, US is not that
convincing)

A Even soif the spread continues unchecked, several
countries may run into health challenges that are
comparable what they experienced in early 2021. More
vaccinations and some minor changes in behaviour may
be needed, even in rich countries

A Norway is reporting a sharp increase in new cases but
the level is still low and just 17 persons are hospitalised
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Some few countries have turned down, but most are still on the way up

UK, Netherland sharply down, but a majority of countrie COVID-19, New Cases
H - H Per 100' persons, % last %
still on the way up. Spain now at the top of the list 14 days (7 d pace) & previous week  last
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UK: Still a low level of hospital admissions, deaths but the direction is clearly
The big news last week: The number of new cases has fallen 40%!

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 day, New cases Q Deaths lagged 17 days vs. cases
] issi )
409.6 12.5 - New admissions, % of cases 125
204.8 1
102.4
51.2 - 10.0 5 -10.0
25.6 +
12.8 1 7.5- - 75
6.4 -
3.2 1
16- 5.0 + - 5.0
0.8 - - 0.8
0.4 - 04 2.5 r
0.2- - 02 20]
0.4 e o Deathe MWk 0.4 ool e O, SO,
S O N D J F M A M J J Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
20 21 2020 2021

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The no. ohew cases per dageaked before it reached the Jan peaind it is now falling rapidly

A The no. of daily hospital admissions has increased 9 times from the bottom in May, but the still just afbeéthslevel in January. The no of death is up
more than 15 times, still at just 6% of the January level. Both will probably decline if the 40% decline in new casss is for

A Thehospitalization ratehas fallen sharply as both old persons and other risk groups are vaccinated, to 2% from 8%
A Thecase fatality rate(of those tested positive) has fallen even more, to 0.2% from close to 3% in Jan/Feb

A Implication: The Delta variant has spread like a wildfire but the number of infected will have to increase to very high levels bédéteithein into
another health crisig and now the curve has turned down

A Other European countries are reporting low hospitalisation & deaths rate, while the US is not (probably because teshatpig European levels), check
next page 7
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US may run into problems but stricter policies, more vaccinations will help?
Hospitalisation & death rates signal that the real number of new cases is relatively higher thar

United States Covid cases, hospitalisations & deaths

H Per 100.000 persons, 14 days' pace
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Italy has tightened Covid 9 restrictions again, most other are still easing

COVID-19, Oxford Stringency Index Oxford Covid Stringency Index
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Are we seeing some impact of the Delta on mobility? Trends have flattened
Mobility sharply down in Australia, and Israel is slidjradter being attacked by the Delta virus

Google mobility Time spent outside home

Google mobility Time spent outside home 110 T Feg 2020 £ 100 | Tl T T 110
110 - - 110
JEMU
100 Israel
~Europe f BiA
% Nordic % g
i _USA ndia
i <Australia
80 - - 80 . 60
70 - - 70 - 50
- 40
60 - - 60 MAMJJASONDUJFMAMUJJ
20 21
50_ L 50 SB1 Markets/Macrobond
Time spent outside home
40 - - 40 Feb 2020 = 100 Now
MAMJJASONDUJFMAMUJJ 9 10 2D 3D 4D 5D €D 70 80 9D 100110
Italy IO R N 106
20 21 Czech Rep I S 101
SB1 Markets/Macrobond Finland I 99
France I O 98
Spain |l m e | 96
Germany N e 96
Norway IS N 94
Switzerl - K] 93
Sweden I . 92
Ireland IO N 92
Denmark Nsssasrae o 91
USA I N 90
Portugal ... @ 90
Belgium = ] 87
UK | 1 @ 87
0 10 20 30 40 50 60 70 80 90 100 110

= Now @ April 2020 ® Sept2020 = Min 2021 10




K]
SpareBank €

W{2YSQ fcadsim caskesiskadply up last week

Mobility down last week, we doubt the Delta virus is to blame

Google mobility Time spent outside home
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Norway Covid-19 cases
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Covid-19 immunity - estimated

Covid-19 Immunity
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Vaccinations: EU/Norway are keeping the pace better up than US/UK
Even with high vaccination rates, the Delta variant is spreading rapidly. More vaccines needec

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 line with others (a conservative assumption)

'World

Czech Rep I

(.) 2|5 5|0 7|5 1(|)0 12|5 15|0
Iceland | 138
Canada | 131
Israel | 129
Denmark I 126
UK | 125
Belgium | 123
Spain | 120
Portugal, I 119
Ireland | 118
Netherl. | 115
Italy | 113
Germany I——— 110
Austria | 108
France | 108
Sweden | 105
USA | 103
Switzerland I 103
Finland | 101
I 101
Norway | 99

97
Sum doses g3

1

SB1 Markets/Macrobond



K]
SpareBank €

MARKETS

Global retail sales & manufacturing production up in June but has flattened?

Global Retail sales, industrial prod. & trade Global retail sales volume
7.5 4% change vs. Dec 19 \ I 130 7y auto, volume, 2014 = 100 . 130
50 /_\/ 5.2 120 -SBM1 estimate Retail sales -120
110 - - 110
2.5 / - 25 100 100
0.0 e A Retal L g
_— / sales 90 - - 90
2.5- / - 25 804 . 80
5.0 - \ - 5.0 70 - - 70
7.5 - 7.5 60 - - 60
-10.0 - --10.0 501 - 50
-12.5 - 12,5 2 l"mA‘\ b 2
15.0 --15.0 thw’v”“' - 0
2- -2
ATE S s 2175 - Dev. from trend, % IJ r
JMMJSNJIMMUJISNJIMMJ 41 : : ; ; ; ; ‘ ‘ ‘ ro4
19 20 21 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond/CPB SB1 Markets/Macrobond

A Retail salegrobably rose in June, according to our very preliminary forecastt sales have flattened recent months, partly due to
an assumed setback in India. The level is approx. 5% up vs tpapdemic level

A Manufacturing productionprobably rose too (a very preliminary estimategind may still be trending upwards. The level is some
4% above the prpandemic level. Trouble in India and in the auto industry globally has contributed at the downside

A Global foreign traderose further inMay, to 7.3% above the pr€ovidlevel, according to CBP in Netherlargsnd the trend is
straight upwards
13
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So far, mostly good news in June, both for retail sales & manufacturing prod.
However, growth has clearly slowed for both

Retail sales volume Manufacturing Production
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A Retail sales in emerging markets x China is the laggand not just due to (an assumed) weakness in India recent montr

14
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Global airlinetraffic on the way up agairg still 24% 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 Delta variant has not yet closed down the restaurants, and probably will
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Global GDRprobably slowedin Q2

X  Iw&assumeslowergrowth in EmergingMarkets (vhichhave notyet reported)

GDP
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A Ourverypreliminaryestimateis a 2.8%growth pace in
Q2 (0.7%)downfrom 0.8% in Q1

17
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PMI very likely down in July too, level still OKsignalling4-5% GDP growth
We estimate1.9p decline in the comp. PMI ®7/.7dragged down by a 3.9 p drop in the US PMI

Global PMI vs growth 7 Global PMI vs growth
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A The global PMhas peaked, so has very likely global groetut it remainsabovean averagéevel, and higher than the (likely) growth in Q2
A The Chinese PMirobably fell marginally, and is signalling growth marginally below trend

A TheUS PMWwas weaker but still close to 60, signalling almost 5% @®Wwth

A The EMU PMiose more than expected, to above 60 (ATH), signalling 4% GDP growth

A Mixedin the manufacturing sector iAsia x Chinabut mostlydown. However,the Indianmanufacturingsectorrecoveredsharply in Jyl

A Deliverytimes, input & outputprices are still increasing at a rapid pace but slower in July than in June

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 18
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The EMU up in the lead, as services expands faster

Still, services was the drag on the global composite PMI as US services reported slower grow
PMI Manufacturing

PMI Composite %% , %
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A TheEMUPMIs rose to ATH, and signals a 5% GD®th o e

A We assume th€hinesecomposite PMI fell by 0.2 p,
signalling growth marginally below average 19
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Delivery times are still rising but at a marginally slower pace
Prices are rising at a rapid pace lauiad slower in JulgThe price index fell sharply in China)

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 fell slightly in July,
signalling that delivery times rose at a slower pace in July

A The global manufacturing output price indefell marginally in July, following a small declindime

20
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Weaker (but notthat weak) JulyPMIs confirm a Chinese slowdown
20K b. {Q 9 al NJ] A G Qagrowttarotdar beBvatyeid, aadibktierfthardik HAL y
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A TheNBS indexell by0.5p to 52.4, below the average since 2012, expected down by 0.2 p

A Wedo not yet havethe servicesector PMI fronMarkit, but assuming the same (0.2 p) decline as in the NBS survey,
al NJ AU Qa PRIZEVEy223pto 50%5. The output component in the manufacturing survey fell just 0.2 p, less
than total index {1.1 p)

A Taken togetherthe two composite PMIs fell by 0.4 p to 51.4 which is 1.2 p below the average level since 2012,
signalling growth somewhat below trend biair better than theH1 3.6%eported GDP growth pace
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Rest of Asia: More down than up Buly too but India recovered substantially
6 manufacturing PMIs are above the-b0e (unch), 5 are below(unch) ¢ but just 3 up in July, 7 dow

i i PMI Manuf: '
Asia Manufacturing PMI anufacturing

Dev.from 50 & change last month
L 65 -20 -15 -10 -5 0 5 10
ATaiwan 597 aiwan N
/india 55.3 ISn?égrea [ __ ’
/S Korea 53.0 China CFLP ol
I/China CFLP 50.4 Philip. ol
/Philip. 50.4 F:inla '\garkit O-I
- . allan
~China Mark. 50.3 \iotnam —
Malaysia (]
NMean x China 47.3 Indon. ° ]
\ietnam 45.1 Myanmar . —. . .
SMalaysia 40.1 -20 -15 -10 -5 0 5 10
| \Indon. 40.1 ‘l Last month ® Change last m.‘
Myanmar 33.5 SB1 Markets/Macrobond
- 30 Asia Manufacturing PMI
65 - 65
- 25 :
Taiwan 59.7
601 \/ jlndia 55.3
-20 | 'S Korea 53.0
T T T T T T T T T T T T T T 55 :? / )m
08 09 10 11 12 13 14 15 16 17 18 19 20 21 5 * — e il 504
SB1 Markets/Macrobond y% /\}m
45 - £
. . . . <Viet 45.1
A Taiwan, IndigouthKorea are still reporting decent 40, Dielacsia 6.7
growth ¢ India from well below 50 in June 25 [indon.40.1 |
. . . <M 33.5
A Indonesia reported a huge decline in July as the Delta | B
virus variant has hit the country hard April May June July
21
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Employment costs calmed down in Q2, Fed still has its back free
Costs rose just 0.7% qg/g (2.8% annualised), expected 0.9%, are up 28%M/yin the priv. secto

USA Employment cost index, private sector USA Employment cost index
6 1 Change q/q; y/y smoothed -6 5.0 1 Change yly -9.0
4.5 -4.5
5 A -5
4.0 -4.0
41 4 3.5- _ 3.5
Private Industry
3. j% 3.0 / -3.0
2.5+ v ‘ -2.5
2 -2
2.0 - A‘,}/ All Civilian 20
1 1 15- 15
0 0 1.0 + 1.0

0102 0304 0506 07080910 111213141516 17 18 19 20 21 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
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A TheEmployment cost index for all civilian workersvhich measures wages and other wage costs for the same types of jobs, rose
0.7% g/q in Q20.2 pp less than expectedhe annual rate still rose 0.1 pp to 2.8%. Low paid services reported high wage growtr

» In the private sector, the total wage rose by 0.8% g/q, and are up 3.1% yly, the highest rate sinceb2068ll not a very rapid growth rate
» Wages and salaries in the private sector are up 3.5% yly, benefits by 2.1%. Since 2018 wages and salaries have beeorgrapidy than benefits
Al o SYLX 28YSyid O2aid 3IAINRPGIK Aa y20 LNROESYIFIGAO @ga GdREa
to keep unit labour cost inflation at 2%
A Other wage indicatorsare mixed, check next page
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Other indicators are reporting higher wage growth
X o0dzi GKS WI@GSNY3IS 41F3IS AYRAOFGZ2NRQ I NB A&l

USA Wage indicators USA Labour cost
112.5 - - 112 5 7 IChange yiy % Average earnings -7
(nonfarm payrolls)
] L 6 -6
110.0 110.0 Covid-19
_Average wage, effect
107.5 - L payroll report 108.2 5- -5
<3% growth 105.7 4. 4
105.0 - <ECI 105.2
3] B
102.5 4 -102.5 v
2- 1.9
100.0 - -100.0 ECI
14 -1
97.5 ‘ ‘ S 97.5
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A The Employment cost indeis up 5.2% vs. the 2019 average, implying an average increase by less ihao8és the past two years

A Average earnings in thmonthly payrolls reportare up 8.2% vs. 2019, or approx. 4% p.a.

A Average total compensation as estimatedNgtional Accountsare up 11.5% or by 6.6% p.a. This measure is the most val&tileover time the
WO2NNBOUQ NBadz i

A Atlanta C S R@\ey of median wages are up 6.8% or close to 3.5% in averigfe no sign of acceleration

A We still put most emphasisontt®e/ L I YR GKS 1| {if I yidasureqhSt R&canndt §idre thg’ Natiohall A count data after some
few quarters. Neither can the Federal Resefyad the surge in average compensation per hour has not been compensated by higher prodt
which it should have, if the low paid, low productive workers have not yet returned to the labour market 24
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The FOMC is moving closer to taperinge economy has made progress
X odzi Gl NBSG& | NB y2i4 &Sd YSi

A The FOMC left thearget rateunchanged at @.25%. No change on ti@E
volume either, USD 120 bn per month in Treasury bonds (80 bn) and mortgag
bonds (40 bng everything as all expected

The Fed vs the market A The FOMC once moggadually changeils descriptions of the economyhe

3.0 tLe"r'r‘]g - 3.0 sectors most adversely affected by the pandemic have shown improvement b

have notfully recoveredis the current wording. Six weeks ago, the FOMC said
these sectorgemain weakd dziT Kl @S aK24gy AYLINROSY

A Even if the economy has not fully recoverednd thelabourY I NJ S A &

g1 8Q FNRY CSR (ihe laigimgeSdtinidRof taperindg wad S
changed (...) the economy has made progress toward these goals (inflation,

employment which justified the QE program), anel Committee will continue to

FOM(C assess progress in coming meetingthich implies that the QE programs will be

average discussed.

» 9GSy AF olyl &aréa AdG 6Aff WwWO2ydAydzsS
any hint that the QE programs were on the taQleven if the minutes from the
meeting showed they were, at least for some participants

A We think it is quite likely that the FOMC will give the first formal tapering
warnings at the September meeting (where economic forecasts and thpldot
are published as well), and that the Fed can gradually reduce the QE volume:
the end of the year. The FOMC seems to be doing all it can to prevent anothe

-0.51 0.5 Wi yaGNDHzZYQ o6& LINBLI NAY3I GKS YIFNJ SO

6 tro18 19200 212 3 24 A The FOMC decided to establisbtanding repo facilityfor domestic depository
SpTHereracetond institutions and another for foreign central banks/institutions which could act a
liquidity backstop mechanism to stabilise money markets if liquidity dries up lil
it did in 2019 and during the first days of the corona crisis.

The market is pricing in the first Fed hike in » Today, the problem in the market is the opposite, the Fed has to mfegrsedrepo
agreements to prevent money market rates from falling too low as the money

Q422 market is flooded with liquidity (perhaps because the Fed at the same time is runr
AGa F3IINBaAaaAGBS v9 LINRPBIANI YXO

A Market reactions:Muted, real interest rates fell further, while inflation
expectations rosg like they did through last week, before and after the FOMC
announcement. Real yields are record low, the 10 41 &t6%!!

2.5+

2.0 1 FOMC
f'cast

1.5+

1.0+
Market,

05 - I OIS fwds

0.0
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Q2 GDP up 6.5%, well below expectations (8.5%ut 0.8% above the p level

Services are recovering but still well below par

USA GDP GDP
105194 2019 = 100 -105 10 1% change from Q4:19 _bhina 38
i <100.8
100 5_ L 5
95 - - 95 USA 0.8
0 Q ~<World est 0.6
90 ~ - 90
85 - - 85 >
80 - - 80 -107 [T
75+ e -15 - --15
12.5 1 Change yly <12.2
5.0 - / " 50 -20 - L 20
-\"\-\/\ /\/“\M F
_2.55 N \// -2.5 25 | | ‘ ‘ | o5
-10-0_ T T T T T T T T T T T T T T T T _-10.0 Q4 Q1 Q2 Q3 Q4 Q1 Q2
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 19 20 21
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A GDPgrew by 6.5% annualised in Q2 (1.6% not annualised), as in Q1 (6.4%) but well below expectations at 8.5% (2%
annualised). The GDP level is 0&86\e the Q419 levelg but still some 2.7% below the prgandemic (2.4%) growth trend
» InordertoreactCha/ Q& vn SaGAYFGSYT D5t Ydzad 3INRG o0& | T1ToOw: LI OS Ay

A US is now well aheadf European countries. The extreme US fiscal policy measures taken in both 2020 ar@iliexplains
most of the difference in performance vs the Euro zone
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A solid recovery in Q2, up 2% from Qlut goods are still going (extremely) strong

USA GDP - sectors

[K]

SpareBank o

Services are recovering but are still a substantial drag on activity

USA GDP Contribution the cycle 12'2'%0'18”96 vs Q4 2019 »éj;@@
3 | Deviation frdrﬁlfrend, % of trend GDP T3 50 L 50
Structures r 2 2.5 (=25
0.04 _e Total 0.8
< Structures -1.0
-2.5 ~ Services -2.7
-5.0 - -5.0
-7.5 - -7.5
-10.0 - --10.0
-12.5- | F-12.5
Services Q4 Q1 Q2 Q3 Q4 Q1 Q2
--2 19 20 21
-3+ --3
USA GDP Sectors
4 L4 5.07 Contribution to growht from Q4 2019 - 50
254 <Goods 2.9
5 it 1B N | B 00 GDP 0.8
T —T T T T T T T T T T YT =Structures -0.1
70 75 80 8 90 95 00 05 10 Lfm kzt?m y s ;%S_er.wces—1.6
-5.0 - -5.0
A Normally goodsind structures are the main culprit 75- - 75
during recessions, at these sectors are the most volatile | 10,0
elements in the economy. In addition, services are s s
normally lagging. During th@ovid19 crisis, the service o @ @ w o e e
sector was the main swing factqrand it has far from 19 20 21

recovered
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Investments: In sum, already above trerglbut still more to go?
Business investments above trend just due to IP & software, ICT. Other equipment, structures st

USA Investments USA Business investments
17.51 In % of trend nominal GDP Business investments [ 172 M 1n % of trend corporate GDP -1
10 - - 10
15.0 - - 15.0

9+ Equipment -9

12.5- - 12.5 ex ICT
8 - -8

N

10.0 - -10.0 7- ’ N -7
7.5- - 75 61 -6

Housmg 57 T
5.0 - 5.0
4- /\ -4
2.5 - 25 / ICT

0-0\ T I I T T I T T T T T I 0-0 I I T T T T T T T T T
60 65 70 75 80 85 90 95 00 05 10 15 20 70 75 80 8 90 95 00 05 10 15 20
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A Business investmentare up 1.1% vs. the @ level, driven IP/software and ICT equipment. Investments in structures a
still very low (and was revised down in the annual GDP revision). Investments in equipment x ITC is still at a low level

» Thus the outlook for business investments is not clear: The boom in IP/software/ICT may well continue, even if the lleigtisTrere is still
upside for other equipment and structures, at least vs the normal cycles in these sectors

A Housing investmentsell slightly in Q2, following the surge the previous quarters

A Government investmengas share of GDP is on the wayaiput probably still too lowThe infrastructure package which is
finally manoeuvred through Congress, could lift public investments somewhat the coming years but far less than %%
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] 2NLI2 N} S LINRPFAGA &4dzZNHSR AY VHIX 02
All details not yet published but our calculus suggests a 18% lift g/q!

USA Corporate profits USA Corporate profits
2.50 -2.50 -2.00
USD trl, pre surplus taxes 1000 bn USD
J.annual rate L 3.0 A
2.25 u 2.25 -1.75
2.00 A -2.00 v
2.5 I -1.50
1.75+ -1.75 \
/
) | Nat. accounts after tax /s -1.25
1.50 7 / r1.50 2.0 corporate profits // \[
1.25 - -1.25 . v’\,/ -1.00
1.5
1.00 - -1.00
| /f’\l‘ 0.75
0.757. - Government support -0.75 1.0 1 /
0.50 ‘ to corporates 0.50 /’ -0.50
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A Government pandemic programisave lifteddomestic corporate profitsat an unbelievable scateand still support profits by
20% of normal profits. In Q2, thmublicsupport rose somewhat véhe Q1 level, we expected a further reduction

» Itis possible that some of the new programs that has been deadet may be decided (the infrastructure program) have soteeents of
subsidies included

A2S R2dzod LINRPFAGA gAff OtAYO Fa FrLad d {3t Qa T2 NBEcupa
Wages rose less than value added in Q2 (1.8% vs. approx. 3.5%), and thus far less than profits (18%)
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Some recession illustrations. The pandemic downturn was deep but very shc
The accumulated economic loss is very likely amongtihglestin history

US GDP vs recessions USA Employment during recessions, and
Trend growth afterwards
pregrecesgons Change in employment rate in % from the peak before
16000 - i , - 16000 0.0 - ions 0.0
2.5 w v V - =25
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5.0 | <51
4000 - - 4000 75 . 75
10utput gap; % of GDP, HPfilter, 1=40k -~ i I e _ ] | _
500 n | e | | L 50 12.5 12.5
0_0: : 0.0 -15.0 1 --15.0
-5.0 N - -5.0 -17.5 - Resesjoner skravert --17.5
n ACtIVlty VS pre_ L. . T T T T T T T T T T T T T T T T
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SB1 Markets/Macrobond
0.1 s B SRR g - 0.1
-0.1 - NN N\ \ TN - N NoL -0.1 A The accumulatedGDPlossat the bottom chart to the left is calculated
4. 4.1 8 . B T E - by accumulatinghe gap to a reasonable growth forecasts ahead of the
S0 3 i B Dmmeew g --0.3 (rjecession(b:alsed on actual grovvtrz trgrllds the Bﬁlears beforle the;1 eft)
don K 8 NN B — E L ownturn (adaptive expectations (red lines at the top panel to the left).
05 - Accumulated recession loss 05 These gaps ar@ccumulated until the traditional output gap is closed
"~ ] vs. pre-recession growth trend K N [ (which is an arbitrary ending point of course, and unknown-tiead)
0.7 {-Sfprejofignnual GO 8.4 B k207 A Most metrics will conclude that thEinancial crisi€2008¢ 09) created
' ! ' T T r ! ! ! ! ! ! ! ! the hardest economic downturn since WWII, by far as growth the
50 55 60 65 70 75 80 85 90 95 00 05 10 15 20 following years was far lower than most expected before the crisis
SB1 Markets/Macrobond A The accumulated employment loss was large as well
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Spending & income up in June, and income fell. Savings not that high anymc
Real spending up 0.5%, income fell 0.5%, no more stimulus cheques. The savings rate to bel

USA Private consumption

USA Household income & spending

105.0 7 'Volume,Feb 2020 =0 2.7% trend - - = LTaa 20.0 USD trl, annual rate -20.0
100.0 - /M:./_-;:-— - ,\[“ - TUU.U Constant prices
95.0 - == - 95.0 17.5 1 -17.5
90.0:/-/,._———"’ - 90.0
85.0 - - 85.0 15.0 - -15.0
80.0 - - 80.0
125 % 3m/3m, yly \ ” 12,5 - 125
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1001 \r\l " 100 Priv. consumpt.
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A Private consumptiorclimbed 0.5% in real terms in June (spending rose 1% in nominal terms, expected +0.7%). Consumption in real termsriealgrftatte
April, as goods have yielded while services are recovering

A Personal disposable real inconfell by 0.5% in June (household income rose by +0.1% nominally, exp@@es) Government transfergell further. 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 FANRG p Y2y(iKa AY HAHM Y2YAYlLf &LISYRAY3I A& dindondeds udly ahSextra YSD 900/bm

Thus, approx.some &2 2F G KS Wa A Ydz dziwhiere@4djhdx® Be@n s&viedd® a rairBed geyguallids 3/686 dnnualincome. In addition, the
current savings rate is far above a normal lev@ti spending capacity is not exhausted
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The Nat. account revision shaved 0.7 pp from the Q1 savings rate (and 2 pp from the May rat

USA Housing savings rate USA Households' savings
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A TheNational account revisiorshaved 0.7 pp from the Q1 savings rate to 20.8% and by 2 pp to 10.3 in May

A In June, the savings rate fell by 0.9% to 9-4#hich is not that much higher than the ppandemic level at some 78%

» However, this extra savings can fund @2 % lift in total consumptioaboveincome growth the coming months/quarters, which is sufficient
to lift consumption to above the preorona growth path

A In addition,accumulated households excess savimyging thecovidcrisis amount to some 12% of annual disposable
income
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The savings glut has not been used to pay down debt or to buy equities
Household debt has increased faster than normal. 85% of the excess savings is placed in bar

USA Households' assets & liabilites USA Households' assets
7 --Change g/q; & 4Q sum -7 5 {Change yly, USD trl -9
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Core PCE up 0.4% in June, 3.5% yl/y, well below expectations

Fed may still say the price shock is transitory
USA PCE deflator

1Ch % m/ r
USA Core PCE deflator 06 ] e M I
4 0.51
7 Change yly, 3m/3m, ann rate i 671 0.4 - <0.45
5 - -5 0.2 JII'Il‘ ,I ' r‘ 02
- L Yol ‘ wwaw L
3. / @ 0.0- “ 00
1 VN a DR~ aanr) r 0.2 --0.2
1_\ / VS~ T ""“f\\/\.- L 1 L
-0.4 - --0.4
-1 - -1 -0.6 - --0.6
0.7 1 Change m/m - 0.7 JMMJSNJMMJSNJMMJSNJMMJ
05: ' " SB1 Markets/Macrobond
0.3- l l” 0.3
0.1 3l bl b ||||.|.||| Ml |,||||.| I |”| ||| - 0.1 USA PCE deflator
.01 L .01 12 1 Change % yly 12
0.3- 03 7 o
-0.5 1 L~ 10 - 10
-0.5_ T T T T T T T T T T T _-0-5 Q-A r 9
10 11 12 13 14 15 16 17 18 19 20 21 8- -8
SB1 Markets/Macrobond 74 -7
A The core price deflatofinally surprised at the downside, and Z: I 2
monthly increases has slowed from the peak in April. The 3m/3m , /\4‘\ L4.0
rate is still climbingnow at 6% 3 / \ Core[ %
- Y,

» SinceJune 19the average core inflation rate has been 2.3%. Inflatiol 27 B N\ ,"Mv"d ""\u,\/v,\.wvw\«yj -2
has beeratorcloseto 292 dSNJ U KS LJ au o 9 p o_ i (1)
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

A Total PCE deflataose by 0.5%, and the annual rate accelerated SB1 Marketsacrobond

0.1 pp to 4.9%
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Most prices up in June too; New & used autasstaur/recreational services
{OAff dzy Of SIF NJ g KI G #&andvihdrzs peintaneht WNB 2 LISY A Yy 3

USA PCE Deflator USA PCE Deflator
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A Used car pricesose further in June, and are up by 45% vs-E@no doubt above any reasonable leteym trend
A Restaurants/hotels, recreational servicese lifting their prices sharply
A Health carecosts have increased sharply since late last year but are now flattening
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_US Inflation
The price level is on the right track, right?

0KS CSR KI

{ SSYa a2 0 dzi
USA Core price level
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We stick to our main inflation analysis
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

SB1 Markets/Macrobond
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USA Core PCE inflation
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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 £ &

AYLX ASa

KAIKSNI ¢3S AyFErdA2yd {2 FI NJ

inflation when there are huge changes in the employment imixe not reported higher wage growthiowever, other measures
report higher wage inflation, and unusually many companies are reporting wage increases
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Another downward revisiong and another decline in new home sales
Too fewcompletedhomes to chose between? Howevarpre projects are entering the market

USA Home sales USA New Homes for sales
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A NewhomesaleF St f (2 cTtcQ 6 yydz AT SNay(NViseSdownArghveldzy F2 f R 2@y YENIAYS GiSHNG ¢

NEOSyYyid Y2yiKaod {IfSa 6SNB SELISOGSR I vy gandbelawthe\wdgghfemic [evef S& | 1

» CKS AY@BSY(i2NE 2F dzyda2f R K2YSa Kla a2YS¢eKIG GKS LI ald yen¥ddedindact moidA
new projects than ever! level evea,sign that the supply side is responding to the strong dema&hd no. of completed homes for sale is still declining, al
the level is extremely low

A Existing home saleBave also fallen recently. The inventory of homes for sale is record low, and prices are surging (see
next page) 37
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Some special house databoth measured y/y & the real price level
Even some Fed officials is now questioning the continued strong QE support of the mortgage

USA Home prices
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ABoththeCas¢ KAt € SNI bl GA2yFf AYRSEZ CIC! Q4 Ay
Y2a0 K2YSauvz FyR GKS NBIFf G2 O AY
real price levels, with data covering the past@3b years

A There are some big differences to 2005/6 price inflation & level peak
» Housing starts are at far lower level. The inventory of new¥h@me for sale is record low (vs highd %6 years ago)

» The debt/income ratio has fallen sharply since the peak before the financialgastbit is now just slowly increasing
» The running savings rate/net financial investment rate is kigh far too low 15 years ago 38
























































































































































































































































































































