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Last week

The virus

A Most countries are still reportingrowth in new virus caseghanks to the Delta variant. Howeverowth has slowedh several countries past 4
weeks, and in some countries the no. of new cases has fallen sharply, and it has flattened other places

A In Europehospitalisation & death rate{CFRSs) have fallen sharply and are at low levels, there are no widespread capacity problems at hosg

A That has not been the case in thk§ suggesting diverging testing policies as the no. of hospitalisation & deaths have increased far more tha
Europe. The good newgrowth in cases & hospitalisations is actually slowing in the US as well

A Norwayreports a substantial increase in new cases. Still there are very few hospitalised patients (25), and at the currentgsateatdn the
Delta variant will very likely be defeated before hospitals are filled up

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

The economy, part |

A China

» July industrial production, retail sales, investmeradl surprised significantly at the downside this morngrend house prices stagnated.
Monthly growth rates (which are the relevant) were all weak too and both retail sales and investments were once moraoswised
Underlying growth in retail sales are less than 2%. Housing and other construction starts are dp2@¥%d Becent months, andeel & cement
productioniscutby 1@mu2 @ { 1SSt LINBPR® Aa Odzi Ay 2NRSNI (2 NBI Sdty. Thaavidvirus H
may explain some of the weakness in July (following an OK, and better than expected June)

» Credit growthis still slowing, mostly due to lower growth in credit outside banksad the credit impulse is negative. However, the slowdasvn
not that harsh, and the authorities may already have turned the policy around, at least vs. banks by cutting the reseeraesg@in July)

Still, overleveraged real estate developers and shadow banks will probably not get any support in the near time

» A major Chinesport is closed down due to onel ¢ positive covidl9 case among the workers at the port. Some more supply chain
disruptions, but probably not long lasting
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Last week: The economy, part Il

A usa

» CPI growttm/m slowed in July, and at 0.3% lower than expected for core pricesd hard auto prices finally stabilised (but they are up an incredible 42%
and the price level is very likely not sustainable). Energy and auto prices ¢ explaln most of the hike in annual inflatiomorgbs, but there are signs of
ONRIRSYyAy3dsS FyR adaNBSea INB WONIT&Q gaod LI} | YYSR LIN”hg@ SontihugdpkeBstird ¢h Rt
prices. However, crude material prices may be peaking. From the costisiti®bour costsrose moderately in Q2, and they are flat y/from a very high
level last year, during the pandemic. Thus, the cost level is still high vs tipapdemic level, while the price impact haselm dampened by government
subsidies (and not lower profits). The number of unfilled vacancies rose to a new ATH in June, equalling 6.5% of emmogm’rmt:orrelatlon to wage
inflation is tight. Wage indicators have been mixed but one of the two Iagg!ardst I y G CSR Qsanovmrlepﬁrﬁng a S\Eb@ricr@dﬁé in median wage
In sum, not a reassuring wage/price environmeity R K2 g SGSNJ YSI AdzNBERZ GKS LINROS foge@time inflatibrtddetR &

» TheUSD 1rl bn infrastructure plan(550 in net increased spending, mostly over 5 years, 0.5% of GDP) was approved in the Senate, and the deal is bac
House. In addition, the Senate approved a sketch of an@Herl USD 10 y green/welfare/education budget packagew to be debated in the House.
Nothing is final yet but the infrastructure deal is most likely sealed

A EMU

» Industrial productionfell marginally in June, as expected, and the trend is downwards. The contrast to surveys and order inflow is unpresented
A UK

» GDProse by 4.8% in Q2 (21% annualised but the level is still 4.4% below Q2. In June, the gap had narrowed to 2.2% in June. Services gained the mo:
Q2 but hotels, restaurants, entertainment and others still have a way to go

A Sweden
» No inflation here Core CPI just up 0.5% y/y in July, down from 0.9% in June. However, a steep (too steep?) rise is expected the coming months
A Japan
» GDProse by 1.3% in Q2 (0.3% not annualised), slightly better than expected (0.8%) but did not recover much of the 5.1% QHs assvn 1.5% vs. (a low)

Q419 level
A Norway
» Core CPlinflatio St t 06& n®o LII G2 mMoOm: AYy WdAZ & Ay fAYyS gAGK O2y asSgourddde, andizi
they are down 0.6% yl/y (just like in our neighbour countries). Total inflation rose to 3%, due to higher electricitBpftés. H nmn b 2 N S o

been uncorrelated with actual core (or total) inflation

» The register based {@rdninger) number of employeesNR 8 S 6& n®y: YKY AY Wdzy ST -20deiel and QZwasiuihdh. veiQLQ
9EOf dzZRA Y 3 TENBAHY 62N SNE 2y aK2NI GSNY adle o6y2i halFYempldyinentiestithate, wihiSs
based on workers living in Norway permanently. Reported lack of workers is no doubt impacted by the decline in foreigaryammoyees

» b2NHSA . I y1 Qa didnotteSoy &y ishpbriaditdiaidSsdut banks are easing lending standards. However, banks abroad are more aggre:
» Manufacturing productionrose by 0.7% in June, as we expected. The trend is up
» Sales of new homeis sagging but the level is far from low
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The Delta variant is not exploding: the UK, tiNetherl. down, others flattening
And growthhas slowed somewhat most other places

A In Europe the Delta outbreak has led to more

Covid-19 new cases per day hospitalisations and deaths, but as hospitalisation/death
2560 -Rate per 100.000 over 14 days - 2560 rates have fallen sharply there is not any health crisig;yet
(measured over 7 days) and we doubt there will be
1280 - '/UK 581 | » Netherlands has reported a close to 75% decline over the past 3
weeks
640 - - Spain 497 » UK was down almost 50% and is now heading just slowly up
“Greece 409 » However, vaccines are far from perfect, check Iceland!
320 1 - » Vaccines are not perfect, but some Norwegian data implies a 85%
~Denmark 241 | efficiency vs cases and some 90% vs. hospitalisations
160 N A The outlook is a bit more uncertain in théSwhere
50 ] ngfv‘g'a;‘gg 189 hospitalisation & death rates are much higher than in
‘ / Europe (probably because the real no. of positive cases is
a0 el e ‘ underrepc_)rted). In some regions, hospital have run out of
! l beds again. Howeveyrowth is slowingalso in
20 - hospitalisations
A The challenge is of courseuch larger in mangmerging
10 - .10 Markets but even there the no. of new cases has peaked ir
some countries
51 g | | | | o5 A Norwayis reporting a sharp increase in new cases and the
Jan Feb Mar Apr May Jun Jul Aug number of hospitalised has doubled from the through, but
20 21 the level is still very low

SB1 Markets/Macrobond

» At the present growth rate in new cases, 30% per week, it will tak
many weeks before we have serious troublé¢hia hospitals

» In meantime, the vaccines are being roltaa rapidly,and a
sufficient immunity rate will very likely be reached before that
happens S
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The Delta variant is not combattedq new cases are still on the rise most place:

The UK, Netherlands sharply down, but a majority of cotintries
still on the way up. Spain at the top but has flattened

Covid-19 R
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UK: Still a low level of hospital admissions & deathand has peaked?
The no. of new cases is increasing again but slgwahydthe level is well down from the peak

UK Covid cases, hospitalisations & deaths

Per 100.000 persons, 14 days' pace
819.2 -measured over 7 da Néw cases L Q10
409.6 1 ""o
204.8 - -204.8
102.4 4 -102.4
51.2 - 51.2
25.6 1 - 25.6
128 - New.ho.spital _@
6.4 - admissions . 64
3.2 - 3.2
1.6 r
0.8 - - 0.8
0.4 - 04
0.2 - 0.2
0.1 1 - 0.1
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UK Covid rates
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A The no. ohew cases per dageaked before it reached the Jan top, then fell 50% during less than couple of weeks. Now it is Sleadjngp

A The no. of daily hospital admissions has increased 9 times from the bottom in May, but the level is just ab@fetgPpeak in Jan, and the no.
admission$as declined the past two weeKEhe no. of death is up more than 16 times, still at just 6% of the Jan level

» Thehospitalization ratehas fallen sharply as both old persons and other risk groups are vaccinated, to 2% from 8%
» 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
anotherhealthcrisisc and now the curve has turned dowierhaps because 93% of the adult brits have antibodies

A Other European countries are reporting low hospitalisation & deaths rate, while the US is not (probably because teshatpig European levels), check

next page
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US may run into problems but stricter policies, more vaccinations will help?
Far more hospitalisations/deaths, but growth in cases, hospitalisations & deaths is now slowin

United States Covid cases, hospitalisations & deaths

Hospital occupancy 1024 - maasorod ovar 7 daves 1024
175000 - _ - 175000 512 -
Most European countries 256 - - 256
128 - 128
150000 - - 150000 " New hospital | o
32 4 admissions _@
125000 - - 125000 16 - L 16
8- F 8
100000 - - 100000 4- "
2 F e
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20 21
50000_ L 50000 SB1 Markets/Macrobond
United States Covid rates
25000 -+ / - 25000 20.0 - Hospitalisation lagged 1 day vs: cases -20.0
Deaths lagged 20 days vs. cases
0 y . 17.5 175
MAMJ JASONDUJFMAMUJ JA 15.0 r15.0
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. . . . . . 7.5 - 75
A The hospitalisation rate is far higher than in Europe

. . . . 5.0 1 - 5.0
A The death rate (Case Fatality Rate) ¢s8times higher - e
A Thus, the no. of cases is very likely underreported vs. 0.0 | =

Eur Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug

urope 2020 2021

A However, growth in the (official, though) number of

new cases has slowed substantially recent dagsd
growth in hospitalisations has slowed as well 8
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Norway: More cases, more hospitalisations but the level is still very low
Given the present vaccination rate, Norway will probably not run into hospital capacity trouble

Norway Covid-19 cases & Hospitalisations

Norway Covid Cases & Hospital occupancy 12001 New Hospitafsations > -35
320 i ‘ - 320 1000 - -30
Hospital Occupanc J
800 - <- New cases, 7d avg -25
160 160 | 5 days fwd 20
] I 600 ~
J 15
804 0 400: 1
200 ~ 5
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40 - over 14 days L 40 0 0
(7d pace, 7d fwd)) Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
20 21
201 - 20 _
Norway Covid R, 14 days calc
1.6 -1.6
1.5+ -1.5
101 : - 10 1.4 New cases 14
S O N D J FM A M J J A 5d fwd

20 21 1.3 -1.3
SB1 Markets/Macrobond 124 New hospitalisations 1.2
1.1+ -1.1
A No more than 25 patients are hospitalised, even the 109 1.0
peak level at 300 was very low compared to peaks in ~ °° -0.9
most other countries gj zz;

» The number will very likely increase the coming days Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul  Aug

A Growth in new cases has slowed slightly, like in most 20 21
other countries

SB1 Markets/Macrobond
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Vaccinations: EU/Norway are keeping the pace up better than the US/UK
Even with high vaccination rates, the Delta variant is spreading rapidly. More vaccines needec

Covid-19 immunity - estimated
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Covid-19 immunity - estimated

Change 7d,
7d avg. pp
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Covid-19 Immunity

% of population (calculated)
9 1|O 2|0 3|O 4|0 5|0 6.0 7|0 8|0 9IOSum

The weeklyantibody survey in the UK
report a93% rate among the adult part of

the population. The high immunity rate m:
at least partly explain the unexpected
decline in the spread of the virus the past

two weeks

Covid-19 Vaccinations

Spain I 80
Belgium I 80
UK | 78
Italy | 77
Denmark I 76
France IS 75
Canada I 75
Ireland I 75
Sweden I 72
Israel - | 71
Norway I 70
Finland I 70
USA I 69
Germany I 68
Austria I 66
Poland I 63
Japan IS 50
Australia IEG—zG—_—— 38
T T T T T T T T T T
0 10 20 30 40 50 60 70 80 90
M Infected ®m Fully vacc. - 1 dose
SB1 Markets/Macrobond

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)

dministrated, % of popul. Total Last
Sum dosel 25 50 75 100 125 150 week
Israel | 140 5.7
Iceland | 140 2.0
Denmark I 138 6.5
Canada | 136 2.6
Belgium | 134 3.8
Portugal, I 132 6.3
Spain | 130 5.1
UK | 129 2.1
Ireland | 128 5.8
Netherl. | 125 6.0
Italy | 122 3.5
France | 118 4.9
Germany I 116 2.8
Sweden | 113 4.9
Austria I 13 20
Finland 112 5.4
Norway | 109 5.0
Switzerland I 107 1.5
USA | 106 1.5
Greece | 105 1.7
Czech Rep I 102 2.6
‘World ] 60 3.3

SB1 Markets/Macrobond



Are we seeing some impact of the Delta on mobility? Trends have flattened

Mobility sharply down in Australia after being attacked by the Delta virus
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Mobility further down last week, we doubt the Delta virus is to blame (but we are far from sure’

Google moblllty Time spent out3|d¢ home Norway Covid-19 cases
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20 21 21
SB1 Markets/Macrobond SB1 Markets/Macrobond
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Global retail sales & manufacturing production up in June but has flattened
The setback in some Emerging Mkts due to Covid/Delta partially to blame. And DM demand ¢

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 /\/ 47 | 120 -SBM1 estimate Retail sales 1120
110 - - 110
2.5 / L 25
S 100 - -100
0.0 4—==- —— - 7=~ Retail— 0.0
_/—/—’ sales 90 - - 90
2.5+ - 25 80 - . 80
5.0 - \ - 5.0 70 - - 70
7.5 - 7.5 60 - - 60
-10.0 - -210.0 50 - 50
12.5 125 21 I"”A\ h. T2
15.0- --15.0 Ojlﬁ”?u\' - 0
2- L2
ATS A SN o175 . Dev. from trend, % IJ F
J MMJ SNJIMMUJISNJIMMJ -4 : ‘ ‘ ‘ : ‘ ‘ : ‘ r-4
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 have contributed on 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
20 --% change from-Dec 2019 - 20 15 7% change from Dec 2019 ~/China 11
/Sweden 10
Norway 15 /World SB1M 4
gus 14 %Nor x oil
UK 12 related 4
gLy <South Korea 2
% 5 Ntaly 2
#® - World SBT e
Spain 1
) LINorway 0
<EM x China -1 NEMU 1
HIUSA -1
- S WUK -1
--10 :France, -3
Germany -4
‘ .15 | l\\l)car oil related -9
DJFMAMJ JASONDJFMAMJ Jan Mar May Jul Sep Nov Jan Mar May Jul
19 20 21 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

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 has fallen 4% past 3 weeks, the virus to blame, once aga
Probably mostly ilEmerging Markets. In the UStlme passenger traffic is stiin the way up

World Commercial flights USA Airline passengers
150 - Flights, '000 - 150 10 79 change from Feb-20, seas adj. - 10
125 - 2019 . 125 o LUS DOT, TSA data/_/\,vl' 0
100_@_{," 100 104 B 16.6
T51Rl TS 20 —%08/.2021
50 T 2021 2020 [ 50 _30 i | _30
25 - 25
-40 - - -40
0 0
20 “Change yly i 20 -50 - - -50
0 \ 0 -60 - - -60
-20 - --20 -70 - - -70
40 1T - --40 -80 - - -80
604 "21.vs."9 - -60 -90 - - -90
-80 - 2020 yly --80 -100 - s s e k100
1 31 61 91 121 151 181 211 241 271 301 331 361 J AJOJAJOJAJOUJAJO
Days 17 18 19 20 21
Flightradar24 SB1 Markets/Macrobond SB1 Markets/Macrobond
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Global GDP probably slowed in Q2
X a ¢S |aadzyS at2¢SNI ANRPGIK AY 9YSNAHAYy3I

10 1% change from Q4-19 L’China 8.8 |
GDP - Losses vs. pre-pand. trend growth
‘Sweden 1.0 Accumulated losses vs trend growth, % of GDP
57 /‘ : 35 30 25 20 15 -10 -5 0
~World est 0.9 S .
USA 0.8 Japan . 55
» South Korea . 56
Sweden s 5.9
ﬁNorway, ML -0.7 USA s 6.8
Norway, ML I 6.8
—iCanada -1.1 World, SB1M est 65
Germany s 8.9
N Canada I 9.0
N Indonesia I -10.4
Germany -34 Belgium e 10 4
\ EMU E— -10.5
wltaly -3.8 France — 116
'\UK 4.4 Mexico I -11.8
- Italy I -11.9
Spain -6.8 UK I -15.8
--20 Spain I - 17 .7
Philippines . -30.7
3% .30 25 -20 -15 -0 5 0

L _25 SB1 Markets/Macrobond
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19 20 21
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A Ourpreliminaryestimate is a 2.4%lobal growth pace in Q2 A Theglobal accumulated loss vs the pggandemic growth

(0.6%), down from 0.8% in Q1 trendAd a2YS 1 2F wm &SI NQa D5
» The uncertainty is larger than normal due to fBevidoutbreak in » Chinais in the lead, with the smallest loss, 3.3%
many Emerging Markets that so far has not reported (especially India)

. 0 ) » USis down 7% (which is among the smallest losses in a US recession
A The global GDP dfose to 1% abovthe pre-pandemic leve) since WWI1)

but still approx. 3% below the-p trend growth path

_ _ _ » EMUis down 11%; German§%, Spairl8%. UK is down 16%
A Norwegian Q2 GDP at the charts at this page is our forecast

» Sweden6%, Norway7% 16
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Inflation is on the way up, many placesand on average
Energy prices the main culprit, core inflation not much up outside the US and UK (so far)

Core CPI Inflation CPI Inflation .
S - Core inflation yly, in % :Feb 20 -5 6 - Feéb 20 6
\ USA 4.3 I
4 1 - 5- : L5
3- ! OECD 3.0 :
4 . ; <3.9
UK 2.3 EM median, SB1M !
2! k23 | =
1A <Norway 1.1 3 : @
<EMU 0.8 ;
0 —- —A—e 0 2 A /\/'//\\ A -2
l VA, /\VV AVE I
11 = Jap 1.1 . \ . y
-2 : L2 Rich countries
T T T T T T T T T T T T \l T T T T T OECD 1
JMSJMSJIJMSJIMSJIMSJIMS 0 \ \ \ \ \ \ \ ( T ) ‘ 2 ‘ 0
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China: The main takeg

July data far weaker than expected, following at better than expected June
All major data surprised on the downsidehe Delta virus and tighter policy has contributed

A Industrial productionfell by 0.3% in June, down from 0.6%. Measured
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China GDP vs monthly indicators - supply
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yly, production is up 6.4%.,.4 pp below expectation$roduction is 3%
abovethe pre-corona trend path but growth has finally slowed to the
pre-pandemic level, as we expected. Steel & cement dowq 12%
LJ aug o YZ2yuKaz LI NUfe RdzS 02
Is falling too. Surveys are not signalling weak growth ahead
Service sector productiofell by 2.4% in July, more than reversing
growth the prev. 2 months, even if surveys were OK. No doubt virus
related. The level is still just some 2% below thegaademic trend
growth path.

Retalil sales volumetell by 0.3% in volume terms (our est.) in July, and
the previous months were once more revised down. Since last Nov, s:
have grown by less than a 2% pace, far below thepo8@6 path. Sales
were up 8.5% y/\2.9 pp below expectations

Investmentsgrew by just 0.2% in July, half the previously reported pac
in June (which was revised down, together with the previous months).
The level is 6% below the ppandemic trend growth path. The (still
useless) accumulated annual growth rate was 10.3% inQlQlpp

below expectationsHousing and other construction starts have fallen
15¢ 20 % recent months\ew home salesell further sharply in July,
andexisting homeprices stagnated in July

Credit growthslowed a tad in July, and thiee trend is clearly down,
andthe credit impulse fell further. In July, the authorities surprisingly ct
0l V]iaQ NBEAaSNPS NBIldzANBYSyuazx aaAh
not warranted (just some overleveraged companies have to be sorted
out

Last week:

» Exports rose and imports both fefllightly in July (not in this report). Both are
levelling out, in volume terms, at high levels

» CPl inflationis on the way up, but is still moderate. Producer prices are soaring
(which is felt more outside China than inside)

W/

In sum: China is slowing, and most liketpt mainly due to the virus
outbreak. Policy has contributed too, and a maturing global cycle ir
goods
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Retail sales has almost flattened since last November, underlying growth >2¢
Sales far weaker than expected in July, volume down 0.3% m/m

China Retail sales, volume China Retail sales, volume
35 - Change yly - 35 125 +4Volume; 2017 =100, level -125
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A Nominal retail salesvere up 8.5 y/y in July, down from 12.6% in June, fantielow market expectationst 11.4%. (These
annual growth rates are close to useless due to the base effect, the low sales level last spring/summer)

A In nominal terms sales fell by 0.1% m/m in June, we assume by O\@farne terms

» Since last November the underlying volume growth rate has been less thaolRMing the 3 downward revision over the pasté5
Y2YUK&a OAFT ¢S Oy UNHMzaU U2RI €& Qa ydzYo Spdgandwe afe TeryNiely prdbably wWilheSdts &
sharp downshift in consumption growteven if irrelevant annual growth rates are still strong at 8.5% nominally, check the level!)

A Sales volumes are 5% below the jpa@ndemic trend path (we estimate@% in Juned and underlying growth is very Iow19
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Construction activity down in July, and the trend is clearly down
New home sales fell sharply in July, are down >15% from the early 2021 level

Construction starts Housing sales & starts
2.00 - - 2.00 2004 - 2.00
bn sq.m., ann rate Housing (commercigl) a.-m-,
1.75 7 175 1.75 - Starts )v\ -1.75
1.50 - A -1.50 150 4 \ , J 150
1.25 - - 1.25
/ 1.25 -1.25
1.00 - -1.00 ’
1.00 - -1.00
0.75 - -0.75 2.0 ales 2.0
0.75 - 18] 181075
0.50 - L 0.50 \ 1.6:—M 16
| 0.50 - 4] starts[ 14 50
0.25 - -0.25 1.2 L1.2
; JMSJMSIJIMS
i 19 20 21 L
0.00 0.25 0.25

0.00
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SB1 Markets/Macrobond SB1 Markets/Macrobond

A The rise imew home salefrom Feb20 to Mar21 was spectacular but sales have fallen sharply recent maiths not
further down than actual housing starts in July. The fight against the Delta virus may explain some of the weakness ir

A Housing startdell by some 6% in July, and are down 12% vs the late 2020 level. That is not a dramatic downturn, but
aAIYATFTAOlIYU @Ga UKS WYAYZ2NIR / KAYySaS O2yauNHzOuAzZy O2ydu
A Nonresidential constructionF St € Ay WdzZ & a ¢Stttz YR A& R286Y HE:> FN

A In sum, construction startsre slowing. Look up for demand (or supply??) for stedck next page
20
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Construction activity is sagging following the pesbrona crisis surge
In addition, the authorities have decided to curb steel production in order to meet 2030 (!) CO2 1

China Steel China Construction vs steel
1.21 Mill. tonn, annual rate, sa Production [ 1.2 2.50 Bn sq.m, ann. rate - 1100
13 mavg / L
1.1 -1 2.25 SP \ 1000
Construction starts . 900
1.0 - 1.0 2.00 -
- 800
0.9- 0.9 1.751 !\ n/‘/\/
- 700
0.8 08 1.50 - V .
€7 e - 600
1.25 A
0.7 4 -0.7 - 500
1.00 A
0.6 - / 0.6 - 400
0.75 4
0.5 J 05 . | 300
4 ill.ton, ann. rate
0.50 3mavg [ 200
0.4 - -0.4 7
) /' 0.25 1 Apparent steel demand = Production — exports + imports - 100
0.3 - 0.3 0.00 Apparent demand includes changes in inventories 0
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A The authorities have decided that 2021 steel production should not exceed the 2020 level, an@hgidduction
was well above the 2020 leveproduction must be cut in H2 (some 12%)

» Both production and demand (including inventories) are down 12% the past 3 months

A We assume there are more reasons for the cut than the 2030t&@8t, like local pollution, fear of overbuilding, and
too rapid credit expansion, especially among heavily indebted real estate developers (read: Evergrande)
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Credit growth has slowedand construction is on the way down
The two are dancing together, but not closely (and it varies who takes the lead to0)

China Credit vs construction
2511 % and pp - 25 AX aGArff GKSé& IINB |d t£SIaid
20 - - 20 A The recent credit tightening may have had some impact

at the property market; but basically the slowdown in
O2yauNHzZOGA2Y &Gl NISR wiz2?2

A The credit tightening signals some downside risk for

51 N //\ l\ /\ - 5 construction, raw materials & steel

15 - - 15

10 A - 10

July, the authorities cut reserve requirement for banks

] o in order to make them lend more, specifically towards
-10 --10 SMBs. The 0.5 pp cut was modest by itself but is
154 15 probably signalling a turning point in credit poly
Construction gap which may work, this time again
-20 + (vs. long term trend) --20
-25 _Credit impulse: Change.in the credit. growth/GDP ratio L .25

00 02 04 06 08 10 12 14 16 18 20 22
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Subpar (but far from low) credit growth in July, the credit impulse further dow
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China Credit growth China Credit growth
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A Total creditgrew at an 9.6% rate in July (m/m, seas. adj. annualised), up down from 11.5% in June. Smoothed, the underlying ratérEg2beddwn from 13% during las
spring (and >15% during some months). The underlying growth rate is still margh@ly the trend growth in nominal GDP

»

»

»

Total creditrose by RMB 0.8l, expected 1.7rl (not seas. adj., total social financing, including central & local government bond, and corporate equities). Seas.cadjtdated social credit
(total ex central gov bonds & corporate equites) grew byti2, Hown from almost 2.%1 in June

Bank loangose by RMB 1.%l, seas adjusted, or at a 11.7% annualised pacel less than expected. Growth is slowly, slowing, from a 13% rate last. dprants are up 12.7% yly

Shadow banking creditose by RMB 0.4l in July §.8). Growth has slowed sharp[y _underlying to 4%, from 13% last sumtherlowest growth rate on recordExcluding local government
bonds, WLINR @I 1 SQ aKI R2¢ canNfdtekthanavar y2¢6 RSOt Ay Ay 3

The credit impulse has turned negatiyéke it usually does every'4ear or so. The ramification may be felt in many markets
The slowdown has been by purposes authorities have tightened, especially vs. credit supply outside banks. However, the authorities may shift thentoattelerator

againg as they always have done after tightening too hard. In RBaQO dzii

0lyl1aQ NBEASNWS NEBEI|dZANBYSyidas yR y2¢ a3
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Peak CPI inflation? The m/m increases slowed in July, annual rates remain h
It may still be transitory (and most of it is) but the risk for higher inflation for longer has increas

USA Consumer Price Index USA CPI
5 6 15.0 - Change yl/y, 3m/3m, ann rate -15.0
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oLyt 75 s
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A Headline CPilose 0.5% m/m in July, as expected. The annual rate climbed was stable aTbet%is the @
highest headline CPI y/y print since 1990
A Prices have been acceleratimym since last October, and the 3m/3m rate is now up to 8.8%, highest since 198(
A In all surveys, companies reported that they have or expect to lift prices sharply, some faster than ever before
A Recent dayseveral FOMC membefs ¢S aA 3yt SR GKIFIGd G4KS CSRQa Y2ySi-
might signal that he (or the rest of the FOMC) agrees at the central bank conference in Jackson Hole at the en _

August, or the bank can wait until the September meeting, where new forecasts, doefdetdl be published. We
GKAY]1l GKS fFGGSNIAa Y2ad tA(1Stexr G tSradg AG Aa
asSyid FTNRY WHO1az2zy 12tSX FyR GFLSNRAyYy3 gAfft aidl NI

y
T

21
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Used auto prices finally flattened but goods/services are still on the way up

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

USA CPI
50 7o change from Jan 2020 - 50 M
Used autos
40 ~ -Lodging 10.0
30 - IFood & Beverages 6.3
|Furnishings & Oper
%Core total 4.8 L
20+ Med. Care, Hospitals
/ :Housing 4.2
10 k
-Other Services 3.4
0- = == ~Recreation 3.0
NPersonaI Care 2.9

\Education & Comm. 2.6/

-10 \Medical Care 2.5
\|Apparel -1.3
207 T o\ Transport, Public -4.2
J M M J S 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)

A Used auto pricediave been on the way up since last summer but rose
just marginally in July. These prices are up 42% yly, due to lack of new
cars (which are up 6.4%). More on these prices 2 phges

USA CPI (mostly) Core

Change % m/m, s.a Now!
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USA CPI (mostly) Core
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Change % yly, s.a Now
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Anyway: The price level target is met
The employment target is still up for debagdut a tapering of the QE program is coming closer

USA Core price level USA Core CPI inflation
115.0 - SRR - 115.0 4.5 4 Annual growth rates yly 4.5
FOMC fcast # [ 2%
112.5 - St 1125 4.0 4.0
, <1.75%
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A The Fed has not defined its time horizon but the price level target is met, whatever time horizon the Fed chooses

» Measured vs. the CPthe average core inflation is at well above 2%whatever period we checK he core PCE deflatis above 2%whatever
horizon

A Inflation expectationsare above 2% in markets & among households and very likely among companies as well

ACKS f102dzNJ YINJ SO Aa . Wil the nfillions thaf teldaindutsidé tBeQabaumaked lettirdzs the
corona virus retreats and extra unemployment benefits is being turned off
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Inflation expectations are drifting up but are not yetorryingly high
Univ. ofMich survey 5 y inflation expectations have climbed to 3.0 % from 2.5%

USA CPI Actual & expectatio
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A¢KS | aQa3.00dzelss18se® the
highest in 10 years, and it is 0.5 pp higher
than before the pandemic (2.5%)

» Still the level is not far above the past-§8ar
averagec but it is a sign for the Fed, of course

» The UM short term inflation expectation at
4.6% is the highest since 2011, up 0.9% from
March. These expectations usually correlated to
recent changes in energy pricesike now
A Professional Forecasteexpect a 2.4% 10
y rate of inflation, according to Philadelphia
CSRQa vo adzNIJSe-20. dzLJ
The Q4 level was the lowest ever, and 2.4%
is just marginally above the past 7 years
average, and it refers to CPI, which over
GAYS 3INRBgA ndo LII Tl
referred inflation measure, the PCE. Still,
above 2.0%

A The 10 ypbreak-even (CPI) inflation
expectationhas come down from the local
peak in the spring but is still at 2.4%, a tad
122 KA3IK @a CSRQa f 2
target
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The facts: Productivity rose 2.3% in Q2, less than expected but compensation grew less.
USA Productivity USA Productivity, costs & prices
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A Productivity growthhas accelerated through the pandemic, up to a 2.8% pace sifE9QPhe underlying trend is
probably lower, but well above the lows during 2012017

A Hourly (wage++) compensatiogrew at a 3.3% pace in Q2. The annual rate fell to 2% from 6.4% in Q1. Sit@e Q4
compensation has increased by 6.4% pace

A Unit labour costghourly compensatiorg productivity) grew by 1% in Q2, less than expeaead they are flat y/y.
However, since Q49, ULC has grown at a 3.5% pdaeabove a normal level

RI

ULC
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Wage indicators have been all over the place
But now just one remains at the station: The EHVen Atlanta Feds median wage index sharply u

USA Wage indicators USA Atlanta Fed median wage
1007 bec 19'= 100 < " 7
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A Average earnings in the monthly payrolls repaate up 7.7% in July vs.D&®, or at a 4.8% pace
g g y pay p p y p

A Average hourly compensation as estimated by National Accouarts up 9.7 % from Q49 or by a 6.4% pace. This measure is the most votatil
odzic 20SNJ GAYS GKS WO2NNBOGQ NBadz i

A Atlanta C S R@#y ofmedian wagesare up 6.5% or a 4.1 pearate ¢ a significant acceleration through Q2 and further in July, up 4.5% yly

» This measure, which is far less depended on the employment mix than the measures of average wages, has until now ndtiggmoreaige inflation. Now even this
measure confirm higher wage inflation. In June the median was up 4.5% yly, the highest since 2017! The 3 m averagertus8.0% p

A The only wage index now reporting significant increase in wage inflation, Bntiptoyment cost indexit is up 4.2% vs. the QI level average,
implying an average increase by less thanp386

A Thus, it seems even more likely that wage inflation is on the wayan possibly to an extent that is not consistent with a 2% inflation targe




K]
SpareBank o

MARKETS

Wages do respond to demand fdabour, and now demand is really strong
Companies report record high no. of unfilled vacancies and unprecedented problems filling th

USA Small businesses, not able to USA Wages - Actual vs NFIB survey

fill positions vs wage inflation 251 Change yly %, [ 20

50 7share of companies Change yly pp; [ 2.5 - 1.5
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A .. And more companies than ever say they plan to increase compensation
A Can wage inflation accelerate?
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USA Small businesses Single most problem USA What's the problem: Supply or Demand?
4 7'st.dev, avg=0 -4 Small businesses, NFIB: What is _
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A While more businesses than normal staigdak salesas the major problem during the pandemic, there were never that
many, anchow a close to record low share of companies say than poor sales is the problem (anthtaweefore thepand

A Availability, quality, and cost of labouis a much more serious problem than normal, the share is now close to the recor
highrecorded in late 2019

A Thus, companies report they are constrained from the supply side, not from the demand side
A Unusually few companies are complaining abfinéince/interest ratesand abouttaxes
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Like they (almost) never before have done

USA Small Businesses Price Actions & Plans USA Small Businesses Price Plans
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A Itis long time since last time anyway, in December 1979, when placswere as aggressive as today.
And it lasted just one month, now we have been up here two months in row

Altis challenglng to calibrate the SBM survey vs. actual inflation as the present print is so extremely far off the chart vs
GKS LI ad op @SFNB SELSNASYyOSo . dzi adaNBftex AdG GStta d

A Other business surveys confirm that something special is happening, more companies than in decades are reporting
higher input, costs or output prices

» Atlanta Fed Business survegports a 3% expected growth in unit costs. Since 2013, the expectations have been stable;dt.25P% 32
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2 ¢ X | Mish@damsubhdr sentiment fell sharply, to below the A0 levell

The current situation is deteriorating amid increasing (short term) inflation expectations

USA Consumer Surveys A The UM sentiment indexput of the, blue fell by 11 p to
25 B L 25 70.2 in August, expected unchanged! (The lowest est. on
Stdev, avg =0 Bloom was 78). The level is thmvest since 2011

207k - 20 » CKS RSOtAYS Sljdzk tft SR FfyY2ad m &
15 _I‘ '\\ 45 of the bigger monthly setbacks (thé& @ver). The level is 1.4 st.dev

' ' below par
1.0 4 - 1.0 » Expectationdell more than households assessment of therent
0.5 i l | ’ 0.5 situation but the latter still weaker than the former

' t | W ' A Why this suddeq andtotally unexpected; drop in
0.0 - ATV AN A La fHE+ 0.0 household sentiment?
05- /] 05 » Thevirus situationhas deteriorated in most states recent weeks,

' ' . but nothing like the during previous 3 waves
-1.0 - , \ -1.0 » Thestock marketis OK, to put it mildly
15 '\ 15 » Thelabour marketis recovering rapidly, and jobs are extremely
Y . Univ. of Michigan o plentiful (_also accor_ding to h_ouseholds themselves)
20- .20 » Thehousing markets still going strongnortgage rateshave fallen,

andcreditis available

-2.5 1 --2.5 » Gasoline pricesire up but just marginally since April, and they are
30- L 30 far from high in real terms

Bl w w w w w w w w w w T » Inflation expectationsare well above a normal levels, but they did

00 02 04 06 08 10 12 14 16 18 20 22 not (in sum) rise further in August, and cannot explain the
SB1 Markets/Macrobond Sentiment ShOCk

» Republicandost confidence much more than Democrats, and the
partisan divide is close to ATH, but there have been no political
drama in early August?

» Other surveysavenot recorded any sudden deathbut just one
other survey has publisheugustdata (IBD/TIPP). The gap
between surveys is in reality the largest ever

» We do not have access to relevant all updated booklet details

A What to make out of it? To put it simple/e are not sure
The market? Bond yields fell. But equities rose, of course
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Consumer sentiment is correlated to the stock market

USA Univ. of Mich vs. S&P drops

12800 {s&H 500 tital return 12800 A Sentiment is hit during most corrections at the stock
6400 CPl deflated /1L 6400 market¢ and sometimes the sentiment yields first
3200 - ﬁr/ﬂ - 3200 A The big drops in UM sentiment {20 p, red lines, 8
1600 - - 1600 times since 1970) normally take place in periods with

800 - //\/l . 800 market/economic turmoil. So far, just 1 UM drop has
il o endec dmg i s Gttt o
200 - - 200
{uniy: of M{¢higan - A However, most corrections at the stock market (10 % or
110 - 110 worse) has taken place without large eneonth
1 - declines in the sentiment index
901 h - %0 A On the other hand, sentiment is always deteriorating
70: I 20 amid all major stock market setbacks (bear markets,
| | more than 20% down)
50 - d(UM)<-10 p L 50 » Sentiment started to wane ahead of the large the market
70 75 80 85 90 95 00 05 10 15 20 setbacks in 1973, 1990, 2000 and 2008

70 75 80 8 9 9 00 05 10 15 20

SP500 10%
down past 3 m md(UM) < 10p
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(Core) Inflation is not a problem in Norway: GRTE down 0.3 pp to 1.1% y/y!
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X I'yYR y2¢6 RdzS (2 R2YSaiAaAO 3I22R& 3 aSNWAOS:
Norway CPI core A CPIATE(ex. energy and taxe®)flation was down 0.3 pp to
4.0 Gpange % viy -4.0 MOM: AY WdzeT AYy tAYyS gAUK
35- 35 b2NHSa .lyl1Qa F¥QOlaux IyR
3.0 - \}[\ o L3.0 » Prices were up 0.1% m/m (seadj), equal to the June print
2.5H-- 'j\/\,\_ R e ettt [\_\N -2.5 » Inflation is below 2% for housing, clothing, food, alcohol,
20 S N T I R communication, transportation, and airline tickegothers
15- w\/‘[ 15 are still above
104 <11 » CKS YIAY YAaasSa ogda 2dzNJ QO
0.5 - 05 and airline tickets, while clothing surprised on the upside
{ Chatige s l6m Vg (inG) . » Price_s on imported goods rose in June, but annual inflation i
0.6 - - 0.6 trending down
31 " na » In addition, domestic inflation has slowed substantially to
Z z WMM“’V\& N/"‘W'Jv\\.\ :@ 1.2%
0'3: r 63 A TotalinflationNR2 a S nodm LIJ G2 o0 ®m: =
-U.0 -'Seas. adj by SB1M r-U.
13 14 15 16 17 18 19 20 21 A The outlook
Norway Headline & core inflation kets/Macrobond » Inflation may slowsomewhat more the coming quarters.
% Total CPI N Wage inflation remains moderate (if not low). Demand fc
“ i goods will have to decline from a very high le\side
z: s risk: Higher raw material prices/global price pressures bl
| i the spiltover to the Norwegian CPI is not that significant
- o » Anyway, CPI inflation will not have any material impact o
b2NHSE . I V] QalrRZYySHYMNET L@
21 2 about the post Covid 9 recovery and the housing
3 ‘ e market
10 " 12 13 14 15 16 17 18 19 20 21
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Norges Bank has ndieenan inflation nutter (since2010, atleast)
Actualinflation has notbeencorrelatedto interest

Norges Bank vs. CPI
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Norges Bank vs CPI
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Register employment data confirms the strong LFS employment report
The no. of employees rose by 0.8% m/m in June, but remains 1.4% belew®ect S@St @

Norway Employment
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A X excluding foreign workersn short term stay (not
immigrants) the no. of employees (living in Norway) is
just 0.3% below the prpandemic level

A The LF$survey) employment data are more volatile
than other measures. In Mag\gApril ¢ June) LFS
employment rose 1.6% vs. February, and it was up 0.1%
vs. Dec. 19 (and 0.4% below the f2€blevel)

A National Accountswill report Q2 data this week. These
data includes foreign workers on short term stay, as
well as self employed

A Average monthly wageare up 2¢ 2.5% y/yc no signs
of higher wage inflation (check next page)
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Global view: Risk on, banks in large parts of the world are loosening policies
b2NBSIAlLY olyla | tAGGES fSaa azX

Bank lending surveys - corporates

T Central banks' surveys USA
Credit standards vs. corporates

TR LN

Tighter
Sweden: Banks' corp lending plans standards
-4 4.....US recessions.shaded

90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

A US banksre signalling loosening standards, and quite a bit towards the corporate sector. Credit spreads in the
corporate bond market are among the lowest past two decades

A European banksre also reporting an easing vs both households and businesses
A Swedish banksire reporting easing standards vs. households and no change vs businesses

38























































































































































































































































































