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Last week
The virus

A

A
A

A
A

Most countries are still reportingrowth in new virus caseghanks to the Delta variant. Howev@rowth has slowedh almost all countries past-15 weeks,
and in 13 out of 38 countries we track, the no. of new cases has fallen, and in some places sharply

In Europehospitalisation & death rate§CFRs) have fallen sharply, and are at low levels. There are no widespread capacity problems at hospitals

That has not been the case in th§ suggesting diverging testing policies as the positivity rate has shot up, and the no. of hospitalisation & deathsadsas in
far more than in Europe. In the US, the no. of hospitalised patients is just 30% below the Jan peak, and some (lowrveateistdites) are reporting a record
high no. of patients, and capacity constrairfihe good news: growth in cases in the US has fallen sharply, and fell to zero last week. Growth in hospitalis
is slowing too, signalling that the threat from the Delta variant may have peaked

In Norway,the no. ofnew cases surged last week, +8@¥ly New Zealand reported an even higher growth rate). The no. of hospitalised patients almost
doubled but the level is still lowl{ per mill, vs 100 in the UK, almost 300 in the US) as just kids and young persons are unvaccinated, and few of them a
the older, fully vaccinated end up in hospitals, if infected. Still, with an R at 1.6, something will have to give theneakéngnd some mild, local restrictions
cannot be ruled out. A continued rapid vaccination among the youngsters might be sufficient

In the Westmobility has not come down during the Delta outbreak, signalling that economic consequences are mild

In the Eastthe lockdowns will probably not last for too long, dndiais back at full speehinahave probably already beaten down the last (very limited)
outbreak

The economy, part |
A August PMIs

» The preliminary PMlsvere weaker than expected, especially in the US, where service reported a further, and sharp decline in growth. In teeviE®IU, s
growth kept well up, while manufacturing slowed somewhat (but the sector is still reporting unusual strong growth). Weedkttithe global PMI fell
more than 2 p, down to 53, signalling growth a trend. However, Emerging markets may have fared better than DM in Adtgesth@ysdid in July,
dampening the decline in the global index. Data out this week

A Us

» LT G0KS fF02dzNJ YINJSG R2Sa y24 (Gdz2Ny &a2dzNJ 6§ KS 02 Ve FGVCIW very dikBlBsjgdal acgiadu&
reduction in the USD 120 bn/m QE program from late Z8tzhe September meeting, as employment has made substantial progress towards the maxil
employment target. In his long awaitddckson Hole (digital) address on Friday, Gov. Posaill that he at the late June meeting argued for a tapering _
aulFNIO Ay €F0S HAaHM® 2S RARYQU (1y262 KS RAR y2u AYRA OlaieSigndled the samel K S
position recent days/weeks. They are arguing the supply side is the constraint in the US economy, not demand (andghty Stié, ivhile Powell also
NBEO23ayAaSR GKIFG GKS LINROS tS@St KIFER NBIF OKSR CSRQafafazuyfigientyBitiNevel (1), b S
employment had not reached the maximum employment target. Thus, there sirry for hiking rates, even if a QE tapering is appropridigkets were
well prepared for a tapering message (even if we thought he would wait until the Sept FOMC meeting), and were satikiedowigih stance on rates.
The yield curve fell, all over, with a sharp decline in real rate, while inflation expectations rose somewhat. And tharketatelebrated by the SATH for
the week
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Last week: The economy, part Il

A USA (cont.)

» Core PCHrices rose by 0.3% in July, as expected but still more than 4% annualised. The annual rate rose 0.1 pp to 3.6%p&omg re
impacts will surely subside"®hand prices have surged 40%) but prices increases are broadening somewhat, and businesses are still repol
unprecedented price hike plans. Wage inflation has accelerated too, the most serious threat vs. the inflation targetefkesustained)

» Household consumptioras flattened since April, as services are recovering but spending on goods is on the way down to more normal ley
Household income is normalising too, as wage income is recovering, and transfers from the government are on the retagdbfaihle time
being, new programs are on the table in the Congress). The savings rate is just 2 pp above a normal level but accunmgstadosmh the
pandemic (the Wall of Money) equal 13% of disp. Income

» Both new and existing home sale@ese marginally in July, both better than expecteldut both has fallen sharply so far in 2021, mostly due to
lack of supply and inventories are still low. However, the inventory of new homes are on the way up, at least for proj¢etethat started or
are under contraction. Realtors reported a 1% m/m price appreciation but the annual growth fell sharply (to 17% from 2@P&)el6eo price
surge one year ago

» Durable goods orderare still on the way up, and better than expected in July. Surveys signal growth will continue

A EMU
» Consumer confidencéll marginally in August but the level is still well above averaged at the same level as before the pandemic crisis
A Sweden

» Retail Salesvere down by 1.2% m/m in July, driven by a fall in household equipment and recreational goods. The level is still higlabodeve
the pre-pandemic level and we expect sales to fall further as more spending is shifted towards services and traveHalisagricedell in July
» Consumer confidencwas virtually flat while th&l business survefell just marginally in Aug, from super strong ATH in July
A Norway

» Retail saledell surprisingly by 3.1% in July, but just due to an unpresented decline in hardware/building materials, where safgsifell@dme
terms. Goods were in short supply, and demand was hampered by (an equally unprecedented) 26% price-isalesge! 10% inominal
terms. (The price hike in one months seems unlikely but may be due to a low data collection frequency) As most ofdhleasdlgare/building
YFGSNAFfA NB (2 K2YS0odzf RS N& k LINB FSaaaz Yita chmfdétﬁatalicc)ﬁmm@mnof&@’odsKZ
(ex electricitygrew by 1.0% ! & 'y AYRAOIFIG2NI 2F (204Kt SO2y2YAO FOlUAGAGE:E GKS

» Payrollsrose 1.1% m/m in July, and the no. of employees living permanently in Norway was some 0.8% abowpdnel@nac level. The tal,
including foreigners on short term stay is still dowsut just by 0.3%

» Consumer confidencéell in August, according to the CCI, but just reversing the July laikd the level is still strong (+1 st.dev abawg)
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Growth in Covid cases are slowiggand are down in almost 1/3 of countries
The main risk now: An even more contagiousaccine resistantirus variant

Covid-19 new cases per day
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In Europe the Delta outbreak has led to more hospitalisations and
deaths, but as hospitalisation/death rates have fallen sharply there is
not any health crisis yet andwe doubt there will be

The outlook is a bit more uncertain in thiSwhere hospitalisation &
death rates are much higher than in Europe (probably because the
real no. of positive cases is underreported, the positivity rate has shc
up too)¢ in tandem with a steep increase in new cases. The no. of
hospitalised is just 30% below the Jan peak, and is record high in
several states. Howevagrowth new cases has slowed further and
approached zero last week. Growth in hospitalisations is also slowin
signalling that the Delta outbreak is coming under control

The situation is more challenge larger in m&mgerging Marketdut
even there the no. of new cases has peaked in some countries, and
growth has slowed. Few new cases are reporteladia ¢ and China
close to none

In Norway,the no. of new cases skyrocketed last week (80%, R = 1.¢
just New Zealand reported higher growth last week) following
opening of schools & universities from mid August. The no. of
hospitalised patients has quadrupledrom a very low levet and

still just 62 persons are hospitalisedL(per mill, vs 100 in the UK, and
almost 300 in the US)

» We still deem it asather unllkely that hospitals will be overwhelmed
OSTEHEN®FO2RE QCdr aom®m|I@|@§tr|¢t|bn$ Sdre
introduced. However, a sharp increase in hospitalisations must be
expected the coming days/weeks
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New Zealand & Norway in the lead, growth wise

The level is still close to zero in NZ, not in Norway COVID-19, New Cases
7 Per 100' persons, % last %
14 days (7 d pace) Now & previous week last
-5?0I fIJ .590 .10.00.15.00.20.00. -5|O . (I) . 5|0 I1(I)OI 1€|)O week
Israel I ¢ 1234 22 lIsrael
UK e e k 698 [] 11 UK
H USA e  x 610 3 USA
Covid-19 R Ireland === * 517 ) 6 Ireland
] . L Greece ] 434 i 5 Greece
2.25 2.25 Thailand e 392 1 -11 Thailand
France e * 388 ) -10 France
Switzerl e * 322 -19 Switzerl
2.00 - -2.00 Portugal .. * 318 \ 1 Portugal
Turkey ] * 317 ° -3 Turkey
Serbia e * 304 49 Serbia
1.75 - Spain e * ¥ 287 ) -25 Spain
Norway 1.7 Iceland - * 286 @ -21 Iceland
Bulgaria e x 285 31 Bulgaria
i L South Africa e » 273 -2 South Africa
1.50 1.50 [ [Norway L) 268 D 82 Norway |
Japan [ ] 258 ° 16 Japan
Slovenia e * 241 ° 52 Slovenia
1.25 4\ B UK 1.1 Denmark ] * 228 ) -3 Denmark
o : Netherl [ J o 200 [ 3 Netherl
/USA 1.0 Austria » * 198 o 29 Austria
1.00 imdia 1.0 Russia e 190 q -7 Russia
Belgium @ * 186 -21 Belgium
Brazil » * 174 L ] -12 Brazil
0.75 - _\’Spain 0.8 Kosovo ® * 173 -25 Kosovo
' Vietnam [ ] 164 ] 22 Vietnam
Italy » * 156 " 5 ltaly
Germany » 146 43 Germany
0.50 4 I [ [ [ [ -0.50 Finland © 144 -14 Finland
Sweden [ ] * 120 5 Sweden
Dec Jan Feb Mar Apr May Jun Jul Aug Canada B % 99 29 Canada
20 21 Indonesia D% 68 ® -36 Indonesia
SBA Markets/Macrobond South K ® 47 -3 South K
arkets/Macrobon India 0o % 35 1 India
Czech Rep [ * 24 ) 0 Czech Rep
A The red dots on the chart to the right indicate the peak in new cases since June S'°r:’ak'a o * = & .° Sf a'Ovak'a
r ~ ~ A 7 v w r A A A v u 4 ~ Eay P 4 ~
OGLYRAIFQ& LIS 6la Ay aldoo 2KSy (KSagr®aia I NB Ay wINES ANDZ , OFAERY |
the recent peak- which is the case in 13 of 38 countries (from 12). However, Poland PS * 8 « 9 Poland
last week the no. of new cases grew in 23 countries (frong 24)it is over 500" 0 500 10001500 2000 50" 0 50 100 150
oyer y'et . . . . = 1 week ago ® Now e Max since 06-21 & % prev week
A Disclaimer: Testing policies/capacities may have changed (and they differ Change last week % Max = % last week 6

vastly between countries) SR Markate/Manrmrd
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UK: Still a moderate level of hospital admissions & deaths
The no. of new cases is increasing again but slowly

» Thehospitalisation ratehas fallen sharply as both old persons

UK Covid cases hospitalisations & deaths and other risk groups are vaccinated, to 2386 from 8%
Per 100.000 persons, 14 days' pace New cases » Thecase fatality rate(of those tested positive) has fallen even
819.2 {measured over 7. dafs more, to 0.4% from close to 3% in Jan/Feb
409.6 1 74096 A Implication: The Delta variant has spread like a wildfire, but
?8‘2"2: :fg;'j the number of infected will have to increase to very high
512 I levels before the UK will run into another sericuesalth crisis
25.6 - i@ A Other European countries are reporting low hospitalisation &
12.8 - NeWw hospita -z death rates, while the US is not (probably because testing is
6.4 - admission - 6.4 far below European levels), check next page
3.2 L a9
1.6 - - T.0
0.8 - 0.8 _
04- L 04 UK Covid rates
20.0 1 Hospitalisation lagged 12 days vs. cases -20.0
0.2 - 02 Deaths lagged 22 days vs. cases
0.1- L 0.1 17.54 -17.5
S OND J FMAMJ J A 15.01 r 1950
20 21 12.5- 125
SB1 Markets/Macrobond 10.0 - New admissions, % of cases -10.0
A The no. ohew cases per dapeaked before it reached the 731
Jan top, then fell 50% during less than couple of weeks. 5.0~
Now, it is headinglowlyup 25
A The no. of daily hospital admissions has increased 9 times ; 42
from the bottom in May, but the level is just above 1/5 of Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
the peak in Jan, and the no. admissions has flattened the 2020 2021
past two weeks. The no. of deaths is up 20 times, still at jus

8% of the Jan level
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US is running into problems but stricter policies, more vaccinations will help?
Far more hospitalisations/deaths, but growth in cases, hospitalisations is now slowing

Covid-19 Postive test rate

United States Covid cases, hospitalisations & 17:571n % of tests P75
deaths 15.0 - -15.0
<United States 13.8 |
Per 100.000 persons, 14 days' pace 12.5 } -12.5
measured over-7.day - 1024
New cases -@ 10.0 4
7.5+ - 7.5
[ 2% 501 ’ ‘ QA |/United Kingdom 4.5
- 128 : | o \ ;
64 - New hospital L52 4 2.51 ‘ - [/[Japan 0.2 |
32 - admissions - 32 0.0 4= ‘ S o
A S O N D J FM A M J J A
16 - - 16 20 21
8 4 L 8 SB1 Markets/Macrobond
4 - FEe United States Covid rates
24 L 2 20.0 ' Hospitalisation lagged 1 day vs. cases -20.0
Deaths lagged 20 days vs. cases
14 L 1 17.5 4 -17.5
S OND J FM A M J J A 15.07 150
20 21 12.5 New admissions,; % of cases 125
SB1 Markets/Macrobond 10.0 - L 10.0
754 o5
A The hospitalisation rate is@4 times higher than in ' '
Europe 201 50
. . . . 2.5 - 2.5
A The death rate (Case Fatality Rate) ¢s8times higher o {
. . . i 0.0
» Thus, the no. of cases is very likely underreported vs. Europe Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
. .. 2020 2021
A Howevergrowth inthe (official, though) number of

new cases has slowedibstantially past 3 weeksand
growth in hospitalisations has slowed as well 8
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Norway: A sharp increase in no of new cases, more hospitalisations to come
However, as less than 168bpositive cases are hospitalised, still not serious health burden

Norway Covid Cases & Hospital occupancy Norway Covid-19 cases & Hospitalisations
320 4 Hospital Occupancy - 320 1200 - 35
7 days lagged 7 New Hospitalisations -> L 30
160 - - 160 10007 7davg
7 <-New cases, 7d avg L o5
800 - d
80 - - 80 | 0
600 -
40+ - 40 1 -15
Cases pr 100’ 400 -
20 - over 14 days L 20 J -10
200 - 5
10 - 10 0l 0
Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
20 21 20 21
A siill, if growth the infection curve does not slow the Norway Covid rates
coming weeks (from the present 80% rate), even a 1% 20.0- Hospitalisation lagged 5 days vs. cases 7200
hospitalisation rate will in the end create problems 17.5- % m 175
A We think the likelihood for that to happen is limited 15.01 150
» Vaccinations will probably speed up again, now by including tt 12:57 125
16 & 17 y/o cohorts, and probably soon down to 12 year olds. 10.0 - -10.0
» Some mild, local restrictions have beeand will be imposed 7.5- New admissions, % of cases - 75
5.0 - - 5.0
2.5-WW 0.8
0.0- ! 0.1

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
2020 2021

SB1 Markets/Macrobond
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The no. of patients admitted due to Covid is increasing in several countries
But only the US is running into trouble, thus far

Hospital occupancy
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COVID-19 Patients in Hospital
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More jabs, at least in Europe
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Even with high vaccination rates, the Delta variant is spreading rapidly. More vaccines needec

Covid-19 immunity - estimated Covid-19 Immunity
-,% % of population (calculated)
\97 0 10 20 30 40 50 60 70 80 90Sum
\\ Italy 78 1 1 1 1 1 1 ] 1 ] 1
\UK 78 Spain | 83
4‘\\\\ France 77 Belgium I 80
\|Denmark 77 ltaly 79
\ji
Ireland 77
=~ = |
Canada 75 :;JK ;2
|
-\ Sweden 73 JEINES
Ireland I 77
] Denmark I 77
|| Norway 70 Canada I 76
nUSA 70 Sweden IR 74
|Germany 69 Finland I 73
| Poland 64 Israel I 71
Australia 45
0 - —— Norway I 71 . . .
Nov Dec Jan Feb Mar Apr May Jun Jul Aug USA I 71 Covid-19 Vaccinations
20 21 Germany I 70 | Sum dosed‘dMministrated, % of popul. Total Last
381 Markotshiacobond Austria I 67 ) 25 50 75 100 125 150 175 week
. . . . I Icel | 1 14.4
Covid-19 immunity - estimated L 2o |ce aTd — 122 7.6
61 - 6 Japan I 56 [srae ,
; I .
Change 74, Australia IE— 45| [Denmark 146 33
7d avg. pp T T T T T T T T 1 Portugal, I 143 4.9
-5 0 10 20 30 40 50 60 70 80 90 Canada I 139 2.0
[ I .
[Sweden 1.7 B Infected ® Fully vacc. ; 1 dose gzzilm 122 ‘113
| Sweden 1.7 | ] .
fJiLiniand 1.6 SB1 Markets/Macrobond |Ireland 136 38
Spain 1.5 UK ] 133 2.0
j E:nges;'z Italy — 128 2.9
»Usﬁ 08 Netherl. I 127 1.3
‘ ' France I 127 4.5
/Germany 0.7
Jieraeior  Noway  e— 2> 5.1]
Norway 0.6 | <¢— Finland 122 55
Denmark 0.6 Mostly 24 doses were administered Sweden 12248
Canada 05 | . Germany I 121 1.9
0 12 NUK04 in Norway last week Austria  E— 15 1.1
‘ I .
Nov Dec Jan Feb Mar Apr May Jun Jul Aug USA 109 1.8
20 21 Grgece I 109 1.8
SB1 Markets/Macrobond Switzerland I 109 1.7
. . L ) . . L Czech Rep I 106 2.0
We calculate the infected rate by assuming a 0.66% infection fatality rate, and a 90% immunity from infection. World e — 66 3.4

We assume those who have been infected are vaccinated in line with others (a conservative assumption)

SB1 Markets/Macrobond
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Norway: All countiesare reporting more cases. Oslo, Agder & Vikenthe lead
a2zoAfAlGe Aa 2y GKS gle& dzLd 3+ Ayd ! yviAt Fdz

Google mobility Time spent outside home Norway Covid-19 cases
M0 kep2020=100 ' 110 500 1 cases pr 100' over\14 days _;500
Measured "Oslo 475
100, xOslo 101~ 450- 450
Norway 99 L 400
90 - '. < OS|O, 91
{ - 350
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8011 - 80 Viken 280
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704 | - 70 /Innlandet 183
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60 L 60 | KRogaland 167
Vestfold & Telemark 163
NTrandelag 137
501+ - 90 M \Nordland 106
A0 e 40 0
Mar May Jul Sep Nov Jan Mar May Jul Sep
20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond
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In the West, no signs of reduced mobility during the Delta attack
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However, mobility sharply down in some Asian countries, augNZ! India almost back to norm

Google mobility Time spent outside home
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Google mobility Time spent outside home
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Activity in the goods sector is flattening
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 1% change vs. Dec 19 ‘ P 130 |Ex. auto, volume, 2014 = 100 . 130
120 -SBM1 estimate Retail sales -120
5.0 - ™~ L
I~ K37 110 - - 110
2.5 )
_ 100 - -100
0.0 +— — — Retail 0.0
_— ) / sales 90 + - 90
2.5 / - 25 80 - . 80
5.0 - \ - 5.0 704 - 70
7.5 - 7.5 60 - - 60
-10.0 - --10.0 501 - 50
12.5 125 21 I“"‘A‘\ T2
-15.0 --15.0 Ojlquv”‘- - 0
2- -2
ATS S N e 4] Dev. from trend, % [
JMMJSNJIMMISNUJIMMIS ‘ : ‘ : ‘ : ‘ ‘ ‘
19 20 21 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond/CPB SB1 Markets/Macrobond

A Retail salesose in June but may have fallen in July, according to our very preliminary focemadtsales have flattened recent
months, partly due to amssumedsetback in India (data a lagging). The level is approx. 4% up vs thanemic level

A Manufacturing productionrose in June, and probably in July too is still trending upwards. The level is some 4% above the pre
pandemic level. Trouble in India and in the auto industry globally have contributed on the downside recent months

A Global foreign tradeflattened in May (was originally reported up), and was stable in June as well. The level is close to 7% abov
pre-Covidlevel, according to CBP in Netherlands

14
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DM market demand for consumer goods have peaked
The upside potential is large for Emerging Markets, but the Delta variant is hampering activity

Retail sales volume Manufacturing Production

4.9 L 4 L i
20 1% change from Dec 2019 20 15 % change from Dec 2019 /(SICV|2261‘110
1

L /World SB1M 5
US 13 Nor x oil
%Norway 11 %related 4
YUK 8 South Korea 2
<EMU 6 NJapan 2
%China 5 Nitaly 2
<World SB1M 4 \Spain 1
A \USA 1
<EM x China -1 \Norway 0
HNEMU -1
T UK -1
--10 \France, -3
\\Germany -4
‘ 15 i l\\lgr oil related -9
Jan Mar May Jul Sep Nov Jan Mar May Jul Jan Mar May Jul Sep Nov Jan Mar May Jul
19 20 21 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Manufacturing production is still drifting upwards

A Norwegian oilrelated manufacturing production is down 9% vs the-pasmdemic levet non-oil sectors are up 4%, one of
the better results in the rich part of the world (but behind Sweden, + 10%)

15



Global economy

Global airline traffic may have bottomed, slightly up last week

In the US, traffic flatted in August, no doubt due to the Delta attack

World Commercial flights
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Flightradar24 SB1 Markets/Macrol

A Global traffic is down 27% vs. the 2019 level
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Global economy

Global GDP slowed In Q2

X Fa ¢S |aadzyS af 2

GDP

10 1% change from Q4-19 L’China 8.8 |

/World est 1.0
-USA 0.8
Denmark 0.7
~Finland 0.1
~Sweden -0.2

Norway, ML -1.0
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\

NGermany -3.3
\\France -3.3
Nlltaly -3.8

\UK -4.4

| |Spain -6.8

Q4 Q1‘Q2‘Q3‘Q4 Q1‘Q2
19 20 21

SB1 Markets/Macrobond

A We estimate a 2.4%lobal growth pace in Q20.6%), down from
0.8% in Q1
» The uncertainty is larger than normal due to the Covid outbreak in many
Emerging Markets that has not reported so far (especially India)
A The global GDP €6 abovehe pre-pandemic leve] but still
approx. 3% below the prpandemic trend growth path

A Norwayis lagging our Nordic neighbours, both vs. the level in Q2,

and accumulated losses during the pandemic (chart to the right)

g SNJ INP

»

»

»
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GDP - Losses vs. pre-pand. trend growth

Accumulated losses vs trend growth, % of GDP
-?:5 '3.0 -2|5 -2|0 -1|5 -1|0 -|5 (.)
China Il 33
Denmark . 5.2
Japan I 55
South Korea . 56
Finland . 58
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Canada I 9.0
Indonesia I -10.4
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Spain I -1T.7
Philippines I -30.7
3 30 25 20 15 10 5 0
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A Theglobal accumulated loss vs the pgandemic growth trends
a2vyYs 12

2T M &SI NRa
Chinais in the lead, with the smallest loss, 3.3%

USis down 7% (which is among the smallest losses in a US recession
since WWII)

EMUis down 11%; German9%, Spainl8%.UKis down 16%

Denmark-5%,Sweden & Finland6%,Norway-7% (as we where hit by
the downturn in oil investments, check the chart two pages back)
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PMI further down in August to an average level
We estimatea 2 p decline to approx. 53, to an average levehsed on weaker DM data

Global PMI vs growth PMI Composite
62 - -9 70 -70
60 - GDP ql/q -8
5 . annualised T 60 - I
3 -6 5USA 55.4
56 - . 5 OAA World 53.3
50 LN, ~China 53.1
54 - v/ :
\ N <Japan 45.9
52
-2 40 - -40
50 g
48 L %USA 55.4
0 30 4 <World 53.3 -30
46 - --1 China 53.1
F-2 <Japan 45.9
44 1 |3 20 - - 20
42 --4 o]
40 - --5 10 - -10
98 00 02 04 06 08 10 12 14 16 18 20 22 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond Source: IHS Markit, SB1 Markets, Macrobond
A The global PMhas peaked, so has very likely global growth. The August PMI signal3.3% GDP growth
A The US PMiell sharpy, by 4.5 p to 55.4, far weaker than the expect8d® p, signalling 3% growth. The service sector PMI was the weak linkdhatime
A The EMU PMiell far less, by 0.7 p to 59.5, close to expectatiQasid the index signals 3% G@@wth. Services keptip well amidthe Delta outbreak
A BothJapanandUKNB LI2 NIiISR | RSOt AyS Ay (GKSANJtaL& Ay WdzZ &85 RdzS (2 IlrachioKl N1LJ RSOt Ay S
A Delivery times rose even faster in the US, but slowed in Europe. Prices, input & oytpags are still increasing at a rapid pace but slower in August than in July
A InJuly the Developed Markets PMiell by 1.8%, while th&€merging Markets PMioseby 1.2 pc but remained 5.5 p below the DM avg. It is possible the gap will be further

closed in August and that our estimate for the global PMI is on the weak side (like it turned out to be in July)

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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Fed will probably start tapering in Q4, but Powell argues rates will be kept at
Progress towards targets is sufficient for tapering but targets must be reached before a rafk lif

USA S&P 500 vs. bond yields
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A Marketshad discounted a late 2021 tapering start, and was not
OK2O1SR o0e t2gSttQa WO2yTSaaAzyQ Moderating inflation in higheinflation items, like 2 hand cars, which have

A Rather, markets responded favourably to his comments on when to

KA1S NIGSax yR GKIG KS adaftft
to be transitory

A Interest rates/bond yields fel(real rates down, infl. expectations rose,
a reasonable response), and another ATH was reached atdhk
market ¢ cheap money forever

L S&P500
4509

A

A

At the Jackson Hole (digital) conference Powedlealed that heg at the
late July FOMC meetirggargued for starting tapering the QE program in
late 2020c¢ if the labour market made further progress towards the
target. The inflation criteria was met, and as the labour market had
strengthened, substantial progress towards the maximum employment
target has been achieved, and further progress was expected. Did we
really hear him indicate that at the press conference following the
meeting??
» Data since late July had confirmed his view, according to Powell, even if the Delta
variant created increased uncertainty

» However, minutes from the meeting revealed that many FOMC members assumed
that the Fed should start reducing the USD 120 bn/month QE program later in 202:
and several FOMC members have been very outspoken recently, in favour cutting
back the QE program as there were no lack of demand in the US economy but
rather lack of supply

Once more, Powell stressed thettrt of tapering did not imply the policy

rate would be lifted anytime soort-or tapering, progress towards targets

were sufficient. For a rate takeff: Targets has to be reached

» The economy haeached conditions consistent with maximum employmémhich
is still not defined)and

» And Inflation has reached 2% on its trackitoderately exceed 2% for some time
(even if this argument was introduced when inflation had been too low, and the
average inflation rate had to be brought up to 2%. Now it is, and more than that)

» He addedWe have much grountb cover to reach maximum employment atiche
to tell whether we have reached 2% on a sustainable basis

In his speech, he stressed than several factors could dampen inflation,
soon has the impact from the pandemic faded

» Hedid notsee broad based inflation pressures

flattened (and durable goods prices have been falling for 25 years)

I & sHese8 ligle afidenie thatavage ipcneager thag nyigint thieafen, excgrssivg infiation

» Longer term inflation expectation were not elevated

» Glgbal disinflationary forces had ruled for 25 years (technology, glgbalisation,
LISNKI LJa SYSY RSY23IANI LIKeo FyR OSYydNIf
stabilised expectations

19
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Domesticcorporate profits up 11% g/q. Government subsidies still lift profits by 23%!

USA Corporate profits USA Corporate profits
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SB1 Markets/Macrobond SB1 Markets/Macrobond

A Government pandemic programisave lifteddomestic corporate profitsat an unbelievable scateand still support profits by
23% of normal profits. In Q2, thmublicsupport rose somewhat vihe Q1 level, we expected a further reduction

» Itis possible that some of the new programs that have been decided gpod may be decided (the infrastructure program) hasene
elements of subsidies included, so that subsidies will remain at higher level than before

» Wages rose less than value added in Q2 (2% vs. approx. 2.3%), and thus far less than profits (+11%)
A2S @GSNB YdzOK R2dzod LINRPFTAGA oAff OftAYO la FrLad Id {9t

» We expect subsidies to decline, wage inflation will pick up, or top line growth (@DBlpw 20
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Profits were under pressure prior to coron@aas usual when unemployment fall

X YR F2N K29g

t2y3

At t dzySYLX 28 Y8y

USA Corporate profits

NB Y | ;

1 7 Domestic corporations, incl finance r
USA Corporate profits vs unemployment 1 |Romestic 6o P
131 Domestic industrieLs & finance 13 1 Pre tax r
12 4In %|of GDP, pre tax L12 10 + -10
114 - 11 - L
Profits 8 8
10+ L10 1 L
6 - 6
9 | -9 4 L
8- - 8 41 r4
7 -7 2- -2
6 - L 6 1 L
() ‘) 0 T T T T T T T T T T Ta¥es T 0
5 - (0] Lo - 5 60 65 70 75 80 8 90 95 00 05 10 15 20
4 () 4 SB1 Markets/Macrobond
3- - 3 USA Corporate taxes
24 L2 50 7 1n % of domestic corporate net profits - 50
4 - When unemployment falls L 451 Total taxes 45
belaw 6%, profitgl‘are exposed 40 (incl to states etc) - 40
0 I I T T T T T I T T 0 35 | L 35
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SB1 Markets/Macrobond 301 30
) 25 - 125
A Whenunemployment falls below 6%gorporate profits are exposed; at 20 20
one stage the profit share will start to decline because wage earners w
get the upper hand vs. employers. At least it has always happened in tl 151
past 10 - 113
» Before the corona crisis, the ptax profit share had fallen since the 2015 peak, 5 L5
0SOldzAaS dzySYLX 2eYSyu gl a Wwuz2z2 {26Q OEK ga o
previous estimates, the decline is less pronounced). After tax profits are record hig 0 - ‘ ‘ ‘ | ‘ ‘ | | ‘ ‘ 0

GDP

70 75 80 85 90 95 00 05 10 15

Taxes were cut substantially in 2018, equalling some 8% of corporate

profits. Some of these cuts will probably be reversed in order to fund the

AY FNIF &id NHzO G dzNB
in the House

LX Fy FYR G4KS WgStFINBQ 06dzRISTHG ¢6KAOK y2¢ 0620K | NB R

20
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Why are prices on the way up?
In Q1, Q2: Higher margins, higher wages costs
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USA Price level

Prod. taxes/subsidies

Price index, corporate
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USA Distribution of corporate GDP
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USA Inflation - what contributes?

30 -Domestic non-financial corporate GDP-inflation - 30
Contribution from costs/margins, pp q/q

20 - S R - 20
10 - S R - 10
0 - 0
-10 - S R R --10
-20 - S R --20
S0 --30

Q1 d3 d1 d3 d1 d3 d1 d3 d1 d3 d1 d3 d1 d3
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— GDP deflator EEBITDA
Labour Productivity (-) = Production taxes - subsidies

B Wage costs

SB1 Markets/Macrobond

A Changes in subsidies recent quarters creates huge ups

and downs in costs
A These subsidies will probably normalise the coming

guartersg creating a pressure on prices and/or margins

and wages
A Wage costs have been moving upwards
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USA
Household income up in July, real spending ftaand it has been flat since April

Signals substantial slowdown in GDP growth. The savings rate just 2 pp above paageenic leve

USA Private consumption USA Household income & spending
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SB1 Markets/Macrobond

A Private consumption felD.1% in real terms in July, a tad less than expected (spending rose 0.3% in nominal terms, expected +0.4%).
Consumption in real terms have flattened since April, as goods have yielded while services are regienay that fast

A Personal disposable real incomese by 0.7% in July (household income rose by +1.1% nominally, expeited Government transfers
contributed tomost of the increase, probably also vs. expectatidvarket based revenues rose tamage incomes are steadily on the way up

A The savings rateose by 0.8 pp to 9.6%, following another downward revisidré(pp this time). The savings rate is some 2 pp above the pre
pandemic level.ln addition, since the pandemic started, households have saved an extra amount equalling 13% of one years GDP. There
some money to be spent
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US Inflation

Core PCE up 0.3% in July, 3.6%q#As expected

Price inflation is slowing (m/m) but is still too high, in July at a more than 4% annualised pace

USA Core PCE deflator
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A The core price consumption deflatopse by 0.3% m/m in July, as
expected. June was revised up 0.1 pp to 0.5%. The annual rate r
nodm L) G2 odczx ¢Sttt 020S CS
» Sincewdzy § thélametage core inflation rate has been 2.5%.

Inflation has been higher than 2% measured up tgears back in
time. So whateveplausible horizor-ed would like to apply, the
average over time 2% inflation target is met (and more than that)

A The total PCE deflataiose by 0.5%, and the annual rate
accelerated by 0.2 pp to 4.2%, both 0.1 pp higher than expected
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USA PCE deflator
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USA PCE deflator

12
114
10
9-
8-
7-
6 -
4-
34
24
14

Change % yly

\

; // \‘4\

\f\.‘_\' ﬂu vﬂf\ﬂuvv,\wv\f\w

|

80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

24



US Inflation

The price level is on the right track, right? Finally, even Powell said so
However, he is still stressing that the recent hike is transitaapd he may still be correct

USA Core price level

115.0 - - 115.0
2017 = 100
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P 4
r 4
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107.5 - / -107.5
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100.0—/ - 100.0
97.5- - 975
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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

A To sustain a lasting increase in inflatianjt labour costshave to grow faster. The ULC = wage inflag@moductivity

A A tight labour marketnormally implies higher wage inflation. Now, almost all wage cost indicators signal higher wage
growth, and more than the tilt towards higher paid employees can expldiis. is the real challenge for the Fed

SB1 Markets/Macrobond
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USA Core PCE inflation
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Core durable orders further up in July
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Investment goods orders are trending up too, signalling further growth in business investment

USA Durable orders
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A Total durableordersfell by 0.1%expected down 0.2%. A NO NJ ¥

The trend is steeplyp

SB1 Markets/Macrobond

USA Capital goods orders vs S&P500
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A Core ordergex aircrafts & defence) gained 2%, expected 0.5%. The trend is strong. Auto orders rose sharply in July
A Coreinvestmentgoods orderdell 0.1% but the trend is still straight up, and order inflow in Q2 will be well above the Q1

level

A Order inflowis far above presandemic levels, especially for investment good orders and surveys are still strongly hintir

further increase the coming months
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New home sales slightly up in July, still down.
Too fewcompletedhomes to chose between? Howeverpre new homes are underway
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USA New Homes for sales
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6l yydzr f AT SR NIUhédNBXW a\8dzf &z.J dELINPFYN

fF NASNJ R26y 46l NR NBOAAAZ2YyA GKS
Januaryc and marginally below the prpandemic levelOn existing home sales: 2 padesl

AVONBIF 2SR a2YSoKIE

LINB A 2 dza

Y

gt ok LI

been added, in fact more new projects than eaesign that the supply side is responding to the strong dem@hd no. of completed homes

FT2NJ alfS Aa

NEO2NR 26> SldzattAy3a my RIFIedaQ alts

OATFT K2YSa

I
27



K]
USA SpareBank o

MARKETS

Construction costs up, but new home prices even more
Construction costare up 11% yly, selling prices are up 14%6%(like existing home prices)

USA New Home prices
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A Monthly Median new home sales priceare volatile, in July the annual rate was 18.5%, up from 6% in June (and 20% in
May). The more relevant figure is the 6m/6m rate at 17:-58e highest since 1987

» This price index is influenced by changes in the mix of homeg swid over time by changes in standards & size

A Theconstruction price indexs adjusted for changes in standard & size, as isitve homes sold price indexvhich
includes cost of land, and they are up by 12% and 14% resp. y/y (the latter Q2 data)

A As prices are still up more including land than the construction cost index (which of course is influenced by higher
material costs)demand must be the main driver for the hike in pri¢gsiot, land prices would have declined) 28
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Employment surged by more than 1% in July (from June!)
The no. of employees rose by 1.1% m/m in July, and is just 0.3% bele20 O@omestiempl. +0.89

Norway Employment A The increase in employment in July suggest at brisk
1. ‘ L4 growth in Mainland GDP
% change from Dec-19 .
» We do not have data for foreign workers on shtetm stay
A 0.1 F2NJ voX YR WR2YSAaGAO SyLfzey
0 | foreigners on permanent stay) in July is a estimate but
"z probably not too far from the mark
-1 / - -1 » In June, employment grew by 0.8%
‘ A The LF$survey) employment data have also been
N ’ ., - .
2 / T L strong recent months, the last data point is the April
Total employment June average
/ National accounts ~ g
3.7 3 A National Accountgeported a modest rise in overall
employment in Q2, and the level was still 1.6% below
A . Q19. The NA data includes foreignersshortterm
1 I stay
5 - --5
18 19 20 21
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Retalil sales of building materials down 18% mdnsumption of goods further uj
Total retail sales feB.1% (we expectedd.5%, consensu$.4%), but consumption up 1%

Norway Retail Trade Norway Consumption of goods
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A Retail salesvere down 3.1% m/nin Julyc far below expectations. Sales are still 10% above theppredemic level

» The steep decline in retail sales were exclusively driven by a 29% drop in the sales vduittingf materials, and other hardwarePrices rose 26%, and sales fell 10%
in value terms. The decline is in the sales volume is probably both daek®f supply and reduced demadde to the unprecedented price hike (which may be
somewhat exaggerated more on that next page)

A Total consumption of goodgx electricity)still rose by 1% in JUlyWe have never seen such a discrepancy m/m (when adjusted for auto sales,
which are not included in retail sale@hus, household demand rose further in July, even if retail sales fell

» The reason is differences in weighting in the retail trade vs the private consumption index. Building material etc cerpptate 8% of retail sales. However, a large
proportion of these sales are not sales to consumers but rather to professionals, like home builders, carpetitergoods consumption index just direct sales to
consumers are included’he building material/hardware weight in total goods consumption may be below 1% ( no exact data published, but thretebaE®! is low)

A We still expect sales/consumption of goodse slow furtherin the coming quarters, back the porona trend pathg whenit becomes possible

to spend more orservices and abroad, bothborder shopping in Sweden and holiday travel in general 30
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Consumer confidence reversed the July spike, and is still at a high level
hLIAYA2YQa / /L FStf o6& not a0dPRSOT | yR | f Yz

Norway Consumer Confidence o _
20 2.0 A The lift in July was substantial, 0.8 st.aess was the

oo D\ rem 2007) 0.7 st.dev decline in August. The level in August is still

1.0 - 1.0 AFinandb 2 NHSQa O2y TARSy O®anlj dzI N.
0.5 - 05 average level in Q3 his survey has been far weaker
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NOK up 2.5%, supported by oll, int. ratdg,peers & global stock markets
Our traditional model suggested an 0.9% appreciation

NOK vs main drivers NOK vs main drivers
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The status vs. the normal drivers:

A The NOK is 6%eakerthan suggested by our standard model (frogB!)

AcCKS DbhYeakalQ ofKIY GKS 3Fft26Ff aG201 YIFEINJSI ©a GKS-702NNBf L GA2Y 0
A The NOK is 9%eakerthan our AUD/CAD/SEK2 RSt = 2QNJ Y& dzlSSS\NNE €B) LINBRA OG&a O FNRY

A NOK is far (109s}rongerthan a model which includes global energy companies equity prices (vs the global stock market) (from 9)

After been neutral vs NOK from May, we turned positive in early July, as the gap vs. our models had Wveemak been wrong but less so ngw
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time for fx crosses. There are no substantial difference between these two indices over time
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The global stock market up, NOK even more
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NOK Index vs. global equities
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A Over time, there hagot been a stable correlation between NOK and stock markets (the Oslo Stock Exchange, S&P 500 or the MSCI, the ¢
equity index. (At the chart to the right, we hagetrendedthe stock market as equities are drifting upwards, while NOK (hopefully) is stationa
However, the two has been pretty closely correlated from time to time
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A We have long argued thalobal equity prices should be more important for the N®&n the oil price, as our global equity assets in the Oil
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Now, global surprises are on the downside, if not by much
X I OO0O2NRAYy3 G2 /AGAQA &dzNLINAR&AS AYyRSE® ¢KS

A TheUSsurprise has fallen further below average, and fell further last week
A TheEMUhas fell to below the neutral line last week
A ChinaJuly date were weaker than expected

A Emerging Markets x Chinare still reportingoetter data than expected, but less
than some weeks ago

A Norwayhas surprised sharply on the downside recent weeks, has have UK

Surpriseh Y RA OS& YSI &dzNB (KS RAFFSNBYOS 0S5i6S5Sy S02y2vyraaiaqQ SELSOGIGAZ2YE yR GKS | Olddt 2dzid2YS 340



















































































































































































































































