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Last week

The virus

A Most countries reported a decline ilew Covid19 caseshe past weeks, as over the previous weeks. New testing regimes will probably influenc:
these data, hospitalisations will no be the important measure most places

A The no. ohospitalisationsare falling almost everywhereand the past 4 week seven in the USA, from an elevated level. Elsewhere in the rich
part of the world, the pressure on the health system has been modest, and it is now easing. In Norway just 18/mill sabskdsjoih the way
down again), vs 100+ in the UK, and 250/mill in the US

A In the West mobility hasnot come down during the Delta outbreak, signalling that economic consequences are mild. The only remaining Covit
19 risk is another mutation that are resistant vaccines Some sectors have still reported a slowdown, like restaurants and travel

A In the Eastmobility is on the way up everywher@diais back at full speed, following the May disas@minahave probably already beaten
down the last (very limited) outbreakthough at substantial cost for services in July & August

A On Saturday, all remainire@rona restrictions in Norwawere lifted

The economy, part |

A GlobalPMl/surveys

» The preliminary September PMIs from USA, EMU, Japan, UK & Australia signals a further declgiebaltbemposite PMtlown to below
an average level, signalling growth below a 3% trend pace. The Euro area surprised sharply on the downside, even sttiaiomiss not
worsened, a warning signbut growth is still reported above trend. The US PMis fell slightly, but was close to consensiepdarese index
rose sharply (but remained below par), and the Australian survey recovered sharply (both indicating that virus problessane e
Asia/Pacific regiog and our estimate is more uncertain than usual due to the sharp decline in the Chinese indices in Angugitbal
manufacturing PMI fell more than services, which make the virus explanation less convincing. Deliveries times are highs amd gtill
rising at a fast pace but not faster

» OtherUS manufacturing surveysere in sum up in September
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Last week: The economy, part Il

A Central banks

» The Federal Reserwill soon announce a gradual tapering of the QE programs, very likely at the next meeting in Nov (if nothing surprising
turns up). The programs should be terminated by mid 2022, implying a reduction in bond buying by USD 20 each month dingrupH1.
plot, the individual FOMC members rate forecast, was revised up hyl@ps, a substantial revision. The first hike is assliméate 2022,
and 2¢ 3 more hikes in 2023. The inflation, forecast was once more revised upwards, to further above 2% the coming years. Followmg a3.
fATO OKNRAZAK WhHwmI UO-KSrtibeltaygtishotreac®dSa GKF G GKS w3

» Bank of Englandtept the signal rate unch. at 0.1% but signals that bank rate may be lifted earlier than so far assumed. Market rates rose
sharply, and a hike before Christmas is not likely but not totally unlikel® &ore hikes are expected next year

» { 8 SRSY Qa expéct]thie 6igna fate to remain aeroat least until end of 2024. However, the QE program will be terminated as planned

in December
» Norges Banliked the signal rate to 0,25% from 0, as extremely well communicated. The interest rate path was lifted by up to 12 bps, spo,
ourl8(15H N0 o6LJa F2NBOLFLaded® LT y2Zd F2NI I Hn oL thm)B’awdulwﬂFavd%cUhRa)SDéSYU

now! Norges Bank expects to reach 1.5% in Q2233 year earlier than assumed in Juikates will be hiked 3 more times before next
summer. The output gap and wage inflation were once more revised upwards, but the core CPI will not reach 2% beforeezii@d NOW
Ifa2 fAFTUSR GKS AyGaSNBad NI aGs WF2NBOI 400

A USA

» The housing markeis still going strong. Housing building permits have flattened in 2021, at a rather high level. Higher construction costs &
lack of supplies have kept construction in check, eveffii@nd home prices have soarddomebuildersare still reporting/expecting high
but not higher activityNew home salesose margmally whilexisting home saletell just marginally, both better than expected. Prices are
still rising but realtors reported just a 0.5% lift m/m in August

A EMU

» Consumer confidenceecovered in September, possibly due to the decline in virus infections/hospitalisations. Confidence is stronger than
before the pandemic

A Sweden

» House pricesecovered the July loss in August. Still, the annual growth rate has fallen to 13% from 18% at the peak and underlyihgggrowth
slowed substantially

A Norway
» LFSemploymentrose sharply in July too, and t@employment rateW 02 f f | LJASRQ R2g¢y ndc LII (2 now: 3

employment rate is on par with the pre pandemic level, the participation rate is well aPayeoll statisticsconfirm strong employment
growth. TheManpower surveyreports the most aggressive hiring plans, ever, both for Norway, and the global average

» Housing permitsvere very low in both July and August, a response to the unprecedented lift in construction costs&shdential starts still
OK but the overall construction starts trend is downwards




The

Calendar:

Time [Count] Indicator [Period] Forecast  Prior]
Monday Sept 27
10:0JEC  [M3/Credit growth Aug 7.709 7.60%
14:3qUS  [Durable Goods Orders Aug P 0.7% -0.19
Tuesday Sept 28
08:0JNO |Retail Sales MoM Aug (1.5 -3.109
09:3dSW [Retail Sales MoM Aug -0.2%  -1.2%
14:3JUS |Advance Goods Trade Balance |Aug -$87.30 -$86.44
15:0qUS  |S&P CoreLogic CS 20-City YoY N8A 20.09 19.19
16:0qUS [Consumer Confidence, Conf B. |Sep 115 113.9
Wednesday Sept 29
09:0JSW |Economic Tendency Survey Sep 121.7
09:0dSW [Consumer Confidence Sep 108. 108.6
11:0JEC [Economic Confidence Sep 117 117.5
16:0qQUS [Pending Home Sales MoM Aug 1.30% -1.80Y%
Thursday Sept 30
01:50JN |Retail Sales MoM Aug -1.89 1.1%
01:50JN Industrial Production MoM Aug P -0.59 -1.59
03:00CH |Non-manufacturing PMI, NBS |Sep 50.8 47.5
03:0JCH [Manufacturing PMI, NBS Sep 50.2 50.1
03:49CH [Manufacturing PMI, Caixin/Marki{Sep 49.5 49.2
08:0QNO |Hotel guest nights Aug
08:0JNO |Credit Indicator Growth YoY Aug (5.2% 5.3%
08:45FR |Consumer Spending MoM Aug 0.09q -2.29
11:0JEC |Unemployment Rate Aug 7.5% 7.6%
14:0GE  |CPI YoY Sep P 4.2% 3.9%
14:3qUS  |Initial Jobless Claims Sep-2 325K 351K
Friday Oct 1
08:0JGE [Retail Sales MoM Aug 1.594 -5.1%
08:3qSW [Manufacturing PMI Sep 60.1
10:0JNO [Manufacturing PMI Sep (60) 62.2
10:0dNO [Unemployment Rate Sep |2.5% (2.5 2.7%
10:0EC [Manufacturing PMI Sep F 58.7 58.7
10:3JUK  |Manufacturing PMI SepF 56.3 56.3
11:00EC |CPI Core YoY Sep P 1.8% 1.6%
14:3JUS  |Personal Income Aug 0.2% 1.1%
14:3qQUS [Personal Spending Aug 0.6% 0.3%
14:3qJUS [PCE Core Deflator MoM Aug 0.2% 0.3%
15:45US  [Manufacturing PMI, Markit Sep F 60.5 60.5
16:0qUS  [U. of Mich. Sentiment Sep F 71.0 71.0
16:0qUS |Construction Spending MoM Aug 0.30Y 0.30Y
16:0qQUS [ISM Manufacturing Sep 59.5 59.9
17:0JWO |Manufacturing PMI Sep (53.1 54.1
US [Auto sales Sep 13.40m 13.06m
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Manufacturing PMIs/ISM, US RCiEes. EMUWnempl.; Ret. sales, NAV he

A Manufacturing PMIs/ISM (& Chinaervices)

» The preliminary PMIs from US, EMU, Japan and UKmwieieel but in sum weaker than expected,
especially in the EMU (but tHevelwasstill OK).The global PMI index probably fell by some 1 p

» TheChinese PMIsurprised at the downside in August, especially in the service sector. Both
manufacturing PMIs and one of the services PMI are published this week

USA

» CPlinflation may have peaked, and the same could be the case fBCHBenflatiorwhich though high,
and businesses are reporting extreme price increase plans. However, the Fed has lifted its PCE esti
(the core up 3.7% in @21, vs. the 3.0% Q Glya iWdzy Sv I YR aK2dz R Wu2ft SI
(even it the price target is met, however you measure Iit). Focuspending and incomelata too

» Durable ordersare still going strong, and a further increase is expected in August

» House priceare up close to 20% yly, according to most indices but realtors are now reporting slower
m/m price increases.

» Consumer confidenceeports are all over the place. What is really happening? Conference Board out
thisweek

» Thedebt ceilingK I &

EMU

» Unemploymentis heading down, and is expected further down in August. The level is just 0.1 p abov
the prepandemic level

» Credit growthis still moderate but households are borrowing more, and following a lift in corporate
credit last spring, the credit level is rather high vs. thepaademic level

Sweden

» Retail saledell in July, and expected to decline further in August. Sales are still well above the pre
pandemic trend path

» The economic sentimenis still skyhigh in the business sector and well above an average in the
household sector

Norway

» We expect a further decline impen unemployment at NAVDemand for labour is still strong, and even
if the participation rate is soaring (according to the LFS), unemployment is heading rapidly down

» Retalil saleswosedivedby 3.1% in July, due to a 26% decline in sales of building materials amid lack o
supplies and surging pricddouseholds consumption of goodstill roseby 1% in July, as most of the
sales of building materials are to homebuilders and professionals, not directly to households. We
expect retail sales to partly recover, but total consumption to flatten as more spending are now beinc
shifted towards services

»  We eypectcredit growth (C2Yo slow marginally y/y in August, as corporate debt rose sharply m/m in
Aug20

G2 0SS tATGSR o0& /2y3INBaaz AT yz2iax

Sources: Bloomberg. SB1M est. in brackets. Key data are highlifteethost important in bold
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Most countries are reporting fewetCovidcases
The only risk now: A vaccine resistant virus variant

Covid-19 new cases per day Aln Europe the Delta outbrealed to more
1280 “Raote per 100.000 over 14 days - 1280 hospitalisations and deaths, but as
hospitalisation/death rates have fallen sharpiere
640 - LUK 669 . were no health crisi§he no. of cases is falling in most
<JUSA 484 | countries, and the no. of hospitalisesinow on the way
320 - L 320 down too
/Norway 178 A Growth in new cases, hospitalisations & deaths peakec

/Netherlands 144 in the USalmost 4 weeks aggin due time as the
serious illness/death rate had been far higher than in
Europe, and the no. of hospitalised rose to a very high
level againNow, the number of hospitalised patients is

160 -

~France 117 |

80 -

40 - L 40 falling rapidly
<India 31 A Thesituation has been even more challenging in many

20 - .20 Emerging Marketsbut even there the no. of new cases
has peaked in most countries, and growth has slowed

10 - L 10 others. Few new cases are reportedmaiac and in
Chinaclose to none

e S A In Norway,the no. of new cases is now falling rapidly,

J F M A M J J A S and the no. of hospitaliseid verylikely on the way
20 21 down, equallingl8 per mill, vs 100+ in the UK, and

SB1 Markets/Macrobond aImOStZSO |n the US)

» |t seems very unlikely that the Norwegian health system will run
into any sort of capacitgroblems, even after the lifting of all
restrictions last Saturday
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Just some few countries are reporting more cases
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COVID-19, New Cases
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The no. of patients admitted to hospitals due to Covid is flattening/falling
Just the US reached troublesome a level the past weeks the no. of patients have clearly faller

Hospital occupancy COVID-19 Patients in Hospital
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A The number of hospitalised persons in Norway has increased substantially but remains at a very lgaridwsgems
to have flattened



SpareBank €

MARKETS

Norway. New cases on the way down everywhere
Mobility has slowed marginally so far in September but we doubt Delta is to blame

Google mobility Time spent outside home Norway Covid-19 cases
10 7 ¢ep 2020 = 100 ' ' 110 1000 7 ¢ases pr 100' over 14 days - 1000
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Covid19

In the West, no sign of reduced mobility during the Delta attack
Still challenges in the East but mobility has bottomed everywhere

Google mobility Time spent outside home
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Google mobility Time spent outside home
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Global economy

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
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SB1 Markets/Macrobond/CPB

SB1 Markets/Macrobond

A Retail salesose in June but fell in July, and sales have flattened recent months, partly due to the India but also a downward tre
rich part of the world. The level is approx. 2% % up vs theppnelemic level

A Manufacturing productionrose in June, and continued upwards in July. The level is some 5% above-fiamgesnic 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
11
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DM demand for consumer goods have peaked, and EM has been weak latel
The upside potential is large for Emerging Markets, but the Delta variant is hampering activity

Retail sales volume Manufacturing Production
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A Retail salesn Emerging Markets x China were weak before the summer due to the setback in demand in India. Now a
substantial recovery is underway Indig but now other Asian countries have run into problems

A Manufacturing productionis still drifting upwards, everywhere. The manufacturing PMIs are still strong

A Norwegian oilrelated manufacturing production is down 10% vs the-pamdemic levet non-oil sectors are up 4%, one of
the better results in the rich part of the world (but behind Sweden, +7%). The Norwegian PMI and other surveys are

signalling very strong growth (among the best in the world) 1
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Global airline traffic further up last week, the gap to 2019 at 22%
In the US, traffic flattened in August but the first half of September marginally better

World Commercial flights USA Airline passengers
150'FIights,‘OOO - 150 10'%changefrom Feb-20, seas adj. - 10
125 . 2019 125 0 LUS DOT, TSA data A 0
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100 (T - 100 qod~T ] L
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0 0
20 {change yly - 20 -50 - - -50
0 N 0 -60 - - -60
-20 - 22 --20 -70 - - 70
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A Airline traffic drops some 10% from the peak summer season until the end of thelyeat. a flattish development
RAZNAY 3 GKA& FdzidzYy AYLEXASE | mMdtm: WNBO2OSNEQ LISNI Y2y
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Growth correlations are normally strong but the mechanics are idiosyncratic
So far, the Chinese direct contributions to gobal GDP volatilty has been rather limited

World GDP Global GDP - who contributes?
15.0 5 -15.0 6 e - 6
. Contribution to global growth
h [s)
Change % yly China in percentage points
12.5 1 -12.5 5 L 5
Sum =
10.0 - -10.0 World GDP
4- l -4
7.5 1 - 7.5
World x Chi A 3 3
50- orld x China, US 5.0 i All others
2_
2.5 A
1 .
0.0
\ v
-25- 017 A
-5.0 - The pandemic years are not.included in these charts L 5.0 -1 - L1
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SB1 Markets/Macrobond SB1 Markets/Macrobond
Al KAYF Kra +Fff Ay Fftft 0SSy | waidlots Tt Ol 2 Nbutthefontibutontdchadgedn tvorlGDPyY 2 Y & =

wassignificant during the Financial Crisis, both down and up

A China now (2019, before the pandemic) contributes by 1% to an overall growth in GDP of almtsi8%43!
» The US typically contributes with less than 15%, and EMU by half of that!
» WLt 20KSNBEQ | NB dzadz ffé& YdzOK Y2NB AYLRNII yi

A With 17% share of global GDP (PPP adjusted) a substantial GDP growth slowdown in China, will mechanically have a $worgjobglagpowth
figures, and even more on specific markets where China is aitapgeter

A (Several slides on investments/credit in China here

14
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PMI probably further down in September, to below par
We estimatea 0.5¢ 1 p decline to approx. 52, to slightly below an average level, the EMU to blz

Global PMI vs growth PMI Composite
62 -9 70+ 70
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SB1 Markets/Macrobond Source: IHS Markit, SB1 Markets, Macrobond

A The global PMhas peaked, so has very likely global growth. The September PMI signals less than 3% GDP growth

» The uncertainty irthe estimate is larger than normal due to divergences between countries that have reported preliminary PMIs so far, arepithectitee in China last
month ¢ with a wide possible outcome in September

A TheUS PM¥ell slightly but not much more than expected, while tB&U surveysurprised sharplpn the downside, with an almost 3 p decline.
TheUK indextell as well. Japan is still weak, but recovered, and&tstralian PMIrose sharply, following the Delta drop in August

A Deliverytimesrose even faster in the US, but slowed in Eurdpput & output prices are still increasing at a rapiace but in sum down from the
peak in July

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 15
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Delivery times still very high
Prices are rising at a rapid pace but a tad slower in August than in July

PMI Manuf. Suppliers' Delivery Times PMI Manuf. Output prices
90 -90 80 -+ - 80
USA 75 ] /USA
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A The global delivery time®MI subindex(changes in delivery times vs the previous month) has probably pegked
record high level (it was probably close to stable in Septemheatdes not imply delivery times are declining, at least not
if companies give an honest answer when asked if delivery times are increasing or decreasing (but the delivisry index
below 50 too infrequentlyywe suspect companies rathdo answerwhether deliverytimes are short or long)

A The global manufacturing output price indegxobably declined in September, and the peak may have been in Taee
level is still veryigh (just marginally down from ATH in Jug@nd @mpaniesare still reporting very rapid price increases

16



Do not forget what drives the momentum iexpectedearnings
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USA ISM vs. EPS expectations
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USA ISM vs. EPS expectations
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Both services and manufacturing slowed in September
Delta outbreak likely explains part of the fall in the services PMI

USA Markit's PMI USA Markit's PMI vs GDP
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A The composite PMiell 1 p to 54.5; 0.5 p below expectatioggind now signals just 2.5% GDP growth,
» Themanufaduring index fell by 0.6 p to 60.5, expected down 0.1 p 61.0. The level is of courseatithegh level
» Theservices PMfell by 0.7 p to 54.4, expected down 0.1 to 54.9. 4 months ago the index was above 70, the highest ever, by far. Thliglelel is
below average
A The Delta outbreak may explain the continued slowdown in serjteg slower growth is reasonable when activity has recovered
substantially. Lack of labour is also hampering growth

A Pricesare still soaring; and cost inflation was the ® highestsince the composite index was introduced in 2009 18
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EMU PMI weaker on supply chain constraintgeaker demand& virus concerns
PMI still signalling growth above trend

EMU PMI vs GDP EMU Composite PMI
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A The composite PMiell 2.9 p t056.1 (expected 58.5), which signals a 2.5% pace of growth in GDP (or 0.6 % per quarte

» The composite index fell in Germaagd France. The average of Spain & Italy (and very likely both countries) was als@ datvn
the PMI for these latter countries are still at impressive levels

» Themanufacturing PMlfell 2.9 p to 56.3, expected down 0.9 p to 59.0
» Theservice sector PMiell 2.7 p to 56.3, expected down 0.5 p to 58.5
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Fed very likely to announce tapering in Neyp n K p n

X GKS Vv 1 -NBETzSMa
The Fed vs the market
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A The FOMC left thearget rate unchanged at @.25%. No change on the

QE volumeeither for the time being, USD 120 bn per month in Treasury
bonds (80 bn) and mortgage bonds (40 and decision was unanimous

| 26 SOSNE WiIKS O2YYAUGSS 2dzRISA (K
LJdZNOKF aSa Yle &az22y 06S 61 NNIYyGSRQX
the middle of 2022

The FOMC once moggadually changeils descriptions of the economy:
Whe sectors most adversely affected by the pandemic have improved in
recent months, but the rise in COVID cases has slowed their 5
NBEO2 ABINBO XN I 6K 2F GKS SO02y2Ye 02yl
of the virus Progress on vaccinations will likely continue to reduce the
effects of the public health crisis on the economy, but risks to the
SO2y2YAO 2 dzisthe @&rtentM&ding. Biy Weeks ago, the
FOMC saidhe sectors most adversely affected by the pandemic have
shown improvement but have nmy recovered

A 2 4 oA x

SELISOGSR GNF2S002NE -oﬁ(e&tlmg'target @Pt t |
growth was revised marginally down. Theemploymentestimate was
lifted by 0.3 pp for Q€2 but leftunchfor 22 and 23 (down to 3.5%)

The average/mediadot-plot interest rate path was lifted by 020.4,
more than Norges Bank revised its patf]. Two members shifted the timing
FT2NJ UKS FTANRU KA1S U2 HnAnHH FTNRY Y

Chairman Powell tried his best to convince the market that tapering and
KALTAYy3 NrXraGSa FNB O2YLX SiSteé RSO2d:
thedotLJt 22X KFEF 2F (GKS YSYoSNBR asSSa
still claims inflation is transitory, the tone and projections suggest that the
FOMC is in fact more worried about inflation

Market reactions: Interest rates rose 13 bps, all over the curve. Real
NI §S&4& RAR (GKS WKSIg@geqQ tAFIAY3
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The market is fully pricing in the first hike in Q2R
The whole curve shifted upwards after the FOMC meeting

Fed funds future USA TIPS Real yields, break-even inflation
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SB1 Markets/Macrobond SB1 Markets/Macrobond
US & Germany 10 y Gov bond yield
A At theshort end of the curveFed Funds future rate climbed;7.3 bps. A Yield Change Change Min since
first hike is once more priced in by the end of next year Tw im__ April-20
. . USA nominal treasu 1.47 0.10 0.18 0.52
A The 10y gov bondose by 10 bps to 1.47, the highest level since late June, | ‘preak-even inﬂationry 234 0.01 0.04 106
well up from the July bottom at 1.19%but still well below the March .. TIPS real rate -0.87 0.09 0.14 -1.19
local peak at 1.73%
Germany nominal bund -0.23 0.06 0.25 -0.65
» Real rates rose further, by 9 bps-@87% . break-even inflation 1.76 0.02 021 040
.. real rate -1.99 0.04 0.04 -2.13

SB1 Markets/Macrobond
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So low rates do have an impactPousehold credit growth is accelerating rapidl
The debt/income ratio is growing again, though from far below thefprancial crisis level

USA Household debt USA Household debt
201 Change yly, q/q, annual rate - 20 18 1 % Debt/Income ratio - 140
| Adjusted for deviation from —> |

17 T ! 130
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A Households have reduced their debt burden in an unprecedented way past 12cyeatisQ1 last year
A From Q220, growth in household debt has outpaced income growth (adjusted for the income impact of the pandemic)

A In Q221, debt grew at a 8.1% 8ace, the highest since 2007. In the P/ears before the financial crisis, debt grew by some 12% pe
)é_ear oveé)rI several years (20Q2006). Debt/income ratio rose from a level equal to the current level, 100%, to 135% of
isposable income.

» The more than a decade long consolidation period from 2007 was the toughest ever, in US history. And it almost killewbthe @dwen credit
demand (and supply) collapsed in 2008

» Now, the deb/income ratio is at decent leweho reason to worry. ( Norwegian households entertain more debt to income radidgtwice as high)
A The debt/income debt service ratio is record low, due to the low mortgage rate 29
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Corporate debt growth has slowed, following the G0 hike
However, the debt level is highbut so is the level of liquid assets tdo

USA Corporate debt USA Business debt & investments
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A Corporate debt rose by just 1.1%nfualised in Q2, down from 4% in Q1. Measured yly, debt is up by 0.6%, the lowest rate
since the financial crisis. However, debt rose sharply in Q2 last year, as companies secured funding, and slashed investments
costs. The average growth rate over the past 2 years is 6.3%, slightly above trend growth in per cent of GDP.cbinps, the
GDP/debt ratio is just marginally above the long term increase in this debt ratio. Barring thehsgipdrorrowing last spring,
this ratio is at a record high level

A On the other hand, companies have also increased their liquid assets sharply since before the pandemic, to the highest level
ever

A In sum: Companies still have some capacity to further lift their investmeat®n if the profit cycle has turned south 03



On the road again: NoBa lifted the signal rateand the interest rate path (again
The hike was given. The rate path implies 1.5% in reached in Q2/Q3 2023, 1y earlier than in .

Norges Bank Signal rate forecast vs market

NoBa Sept path, $B1M f'cast‘ - =
1.50 - 1.50
L
1.25 - 1.25
1.00 - 1.00
0.75 4 - 0.75
ps NIBOR spread
0.50 + - 0.50
0.25 4 —l J/ - 0.25
0.00 0.00
-0.25 - --0.25
19 20 21 22 23 24
SB1 Markets/Macrobond
Interest rate paths FRA
Change SB1IM FairFRA* pre NoBa
Path 2-21 Path 3-21  bps fcast @IMM, NB meet -FRA
Q321 0.02 0.02 0 0.02
Q421 0.28 0.28 0 0.28 0.83 0.76 6
Q122 0.57 0.57 0 0.57 1.05 0.99 6
Q222 0.78 0.78 0 0.80 125 1.17 8
Q322 0.96 0.98 2 0.99 1.40 132 8
Q4 22 1.07 1.12 5 1.15 153 1.43 10
Q123 1.15 1.25 10 1.25 1.64 153 12
Q223 1.22 1.36 14 1.35 1.74 160 15
Q323 1.28 1.46 18 1.42 1.82 1.65 17
Q423 1.34 1.53 19 1.50 1.88 1.67 22
Q124 1.40 1.59 19 1.58 1.92 1.71 22
Q224 1.46 1.63 17 1.64 196 1.72 24
Q324 1.51 1.66 15 1.69 1.98
Q4 24 1.56 1.68 12 1.74 2.00

*) Assuming a 30 bps NIBOR spread from Q3-21
|Q4 FRAs adjusted for liquidity prem
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A Key policy rateavas hiked by 25 bps, which was
extremely well communicated in advance

A Policy rate pathrevised upwards by up to 19 bps by the
end of 2023/early 2023

» By luck and coincidence we forecasted an 18 bp lift for
that period¢ and our suggested path was close to
ARSYGAOLE G2 b2.+FQ&ax oF NNAY
ob2. Il Qa Odz2NBS FflIuUuSYSR ¥l a
» Il OO2NRAY3 (2 0O2YYSyida FTNRBY D2
rate path, the next step will be taken in December, then in
March and in June and one more in Q22, plus 1I¢ 2 hikes
during 2023

» The key policy rate will be back at 1.5% in Q2 (most likely) or
Q3 2023, one year earlier than assumed in the June path

» The end point was revised up by 12 bps to 1.68%
Ab2NHBSa ' y1 Q& R4&bpsSbokdithe K & I
FRA market rateahead of the meeting but markets did

not respond theb 2 . Mmé&3sage; as most had
expected an upward revision and market rate have
climbed rapidly recent weeks
» We deem the risk to be on the upside vs. FRA rates the
coming weeks
A TheNOKimmediately gained 0.3%, but half of the gain
gl a ljdzaAOolfte NBIOSNASR YR b
be a norevent. Anyway, NOK rates are not important at

all vs. the NOK exchange rate 04
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The new rate path well above market FRA rates
b2 LI YAO Ay GKS Cw! YINJSO F2tt26Ay3 b2. I ¢

Norway 3m FRA Norges Bank Signal rate forecast vs market
175 - =<Dec231.73 1.75 - Norges Bank path _ [ 175
-
1.50 ~Dec221.49 | 1.50 1 L7 - 1.50
, g’
1.25 - L 125 1.25 - / - 1.25
4y
1.00 - - 1.00
1.00 - L
0.75 - - 0.75
0.75 - _43%21 082 | / FRAE -30 bps
adjusted to NoBa
3m NIBOR 0.53 0.50 quart. avg - 0.50
0.50 14z <Sept 21 0.52 /
0.25 - ’ - 0.25
0.25 - <NoBa depo 0.25) ] 4
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A FRA rates have climbed rapidly since mid July, and are at the highest level in this cycle

A The market is now fully discountim¢pBaa hike in December, a March by 80%, and a June hike by 50%, if rates are hike
both December and March

A The FR&urve is some 7 bps below the NoBa path on average in 2022, and 13 bps in 2023, and 21 bps in 2024

» The longer NOK FRAs are of course gradually more influenced by the low rates aboard
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And then the LFS unemployment rate also felasempl. soars, +1.6% vs pie
Unemployment down to 4.2% from 4.8%. And even more impressive, the participation rate is

Norway unemployment Norway Employment
13 - seasonally adjusted 13 ° J | E
12 4 12 1 F
11 -1
10 - -10 0 APV | -
9 L9 . |
~ 4 |
8 1 -8 -1+ / | --1
7 -7 |
6 L 6 7 \\/’
LFS (AKU) 2 / \_ / -2
S = Total employment L
\/\ °
4+ — = @ 3 / National accounts L3
] *"‘"‘\\ ! |
2 i o9 .
NoBa -4 - L4
14 est -1
0 SB1M calculat|ons 0
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A According the LFS, employment rose by¢®0 LIS NE 2 V & YmU’gav@ yor bW(ﬁlz‘n'O/@foIIOV\xmgztyieS) 5% lift the previous morthé employment
level in July is 1.6% above the gr@ndemiclevelt KS Y2y G Kf & LI &@NBff adlda Aa O2yFANNSRIE Wyl (A
total no. of employees is still 0.1% below the ym@ndemic level, due to a decline in foreigners on short term stay

A Theemployment ratehas shot up recent months, and it is nawove the prepandemic level

A Thelabour force participation ratehas climbed even faster, and it is now 0.7 pp higher than before the pandeanit the highest since 201This is
incredible (even if population growth has slowed substantially)

A LFSunemploymer# 02t f | LASRQ o6& mMyQX R246Yy (2 nodw: FTNRY noy:r3 ¢S SELISOTOPSR nd
above the prepandemic levet but just because the participation rate surgeftie decline in the NAV unemployment rate is confirmed!

26
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The participation rate is surging to far above the ppandemic level
Is lack of foreigiabourenhancing the opportunities for marginal national groups??

Norway Labour market Norway Labour market
74 - - 74 74 - - 74
15 - 74 years Particinati ¢
73 - articipation rate 73 73 - L 73
72+ 72
71 71 72 1 Participation rate -72
70 - -70 714 - 71
891 69 70 - - 70
68 - - 68
67 - 67 691 69
66 - Employment rate 66 68 - 68
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62 A - 62 651 - 65
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A The surge in participation & employment rates is rather incredible, especially the lift in the participation rate to farttapve-pandemic level
A¢CKS y20 2F F2NBAIYSNAR 2y aK2NI GSNY adl @ -paidemieldN®, lequalliigg6so offhe wdrkig
age population. If nationals (Norwegians or foreigners on permanent stay) have filled all of these positions, both thedigsipa & the
SYLX 28YSyid NIYGS g2dzdZ R KIS AYyONBFaSR o6& |y Sldzr f I Y2 dzfihideffeci €
A If so, will these new national entrants remain in the labour market and keep their job when borders are fully opened inyk\Wey have a
decent chance
» We are not sure if foreign workers will return as labour markets are tight everywhere now
» The Norwegian labour market Is now very tight (see more next page)

» Those who have acaquired a job now. will have qgualified themselves 27



Manpower survey

Global economy

Employment outlook, net +%
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A At least, the companies have very aggressive hiring plans

» US in the lead, followed dpdaand Canada. Norway high up in the list

A Just 10 of 42 countries are reporting slower growth in employment than normal, 8 countries
have less upbeat plans than before the pandegqumd 14 are reporting record high hiring plans

United States
India
Canada
Netherlands
Mexico
France
Ireland
Spain
United Kingdom
Belgium
Norway
Germany
Italy
Sweden
Romania
Taiwan
Austria
Japan

New Zealand
Turkey
Brazil
Colombia
Slovenia
Australia
China
Costa Rica
Greece
Bulgaria
Israel
Poland
Czech Republic
Guatemala
Hungary
Switzerland
Hong Kong
Slovakia
Finland
Peru
Argentina
Singapore
Panama
South Africa

(most among those at the top of the list)

A This survey confirms other labour market data points: Unemployment is lower than normal
almost everywhere, the no. of unfilled vacancies are record high in most countries

-10

10 20 30 40

o -

T
50

‘l Now @ Average e Q1-20

SB1 Markets/Macrobond

This survey covers all swkbusinesses
not justa I y LJ2 @l a
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Some 25 countries have lifted their signal rates, of which 23 in EMs
Just South Korea and Norway have joined the party from the DM side

Policy rate, weighted

91 9 A Russia, Brazil, Mexico, Turkey, Argentina, Singapore and
8- 8 Chile, Peru and Hungary, to name the most prominent
, , of the early lifters

6- 6

54 -5

4 World ;

° 'k/ 2.66

21 OECD Countries M2

1- -1

0 ‘ £0.03

14 - -1

04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond

29



MARKETS

K]
SpareBank €

More negative surpriseg EMU (PMIs) contributed the most last week
And US surprised less on the negative side

Citi surprise index

Citi Surprise Index 4 s aei =0 4
6- - 6 3- -3
Std.dev, avg=Q
51 -9 2- -2
4 - -4 1-‘ ! f ' -1
e it LT P
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/ <\World
<EM x China -2 F-2
USA ] e
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~China, 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond
-3 Citi Surprise index
- -4 St.dev,avg=0 -20-15-1.0-0.5 0.0 05 1.0 15 20 25 3.0 35
- .5 New Zealand O |
‘ ‘ ‘ ‘ ‘ ; : : : ‘ : : Sweden © I
J AAJJOJAJOJAJOJAUJO EM x China [ )
18 19 20 21 Switzerland L]
Australia . [ J
SB1 Markets/Macrobond Canada mE
. Latin A i ;. e
A TheUSsurprise has fallen further below average, but have recovered past 2 we'CaEEM.;“:”w ‘ °
A TheEMUhas been below the zero line the two past weeHsut stabilised last 2 Pacifi pe——
week Norway © IS
_ . ** World ** _——
A Chinadropped on the weak August data published last week EMU I
] ] _ ) China N
A Emerging Markets x Chinare still reportingoetter data than expected UK EE—
Japan O ]

A Norwayhas surprised sharply on the downside recent weeks, so has the UK = Now @ 1 month ago

SurpriseA Y RA OS& YSI adaNS GKS RAFFSNBYOS 0SiG¢SSy SO2y2vyradaQ ___.___. _.._,_. . ,.. -.._ . _.__. .SBiMarketsMacobond 34 g




Highlights

The world around us

The Norwegian economy

Market charts & comments

SpareBank

MARKETS

[
1

31



K]
SpareBank €

MARKETS

China: Thegrowth model & constructioncollapserisk. Andthe rest of the world
China had®ecomeless dependenbn investmentsbut still morethan mostother countries

China Contribution to growth China Share of GDP growth, 5y avg
25+ 25 704 Consumption - 70
Gross Capital Formation ) I
20 - L 20 60 60
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15+ - 15
40 - - 40
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0 -0
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A Growth wise, China has not been driven by rapid growth in investments since 2013, like it had been during the previo
years

» Still, over the past 5 years (in average), almost 40% of growth in GDP is due to growth in investments, though down §t60%lmno
2013, after the take off in investments in 2008/2009, when China saved itself (and the world economy) by a huge liftiit domes
investments
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TheinvestmentGDP ratio istrending down but is still very high, above40%
Justfew countrieshaveinvestedmore than 35%of GDP for morgéhan a short period

EM Investments China Investment/GDP ratio
45 1 Investments in % of GDP, smoothed 45 45.0 7In % of GDP -45.0
: Official data
China
401 I 425 - 425
41.6
35 A -35
40.0 - ~40.0
¥ <S Korea
30 - S
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35.0 - -35.0
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A Such a high investment level is no doubt a warning sign, the risk of overbuilding must be substantial. In several
countries, periods with high investments, have been followed substantial setbacks (if investments contracts rapidly, lik
Thailand and South Korea) or a prolonged period of slow growth if the investment level declines over time (Japan)

A However, some researchegsiestionChinese investment data. They are aggregated from local governments, and these
regional data do not seem reasonable. A calculation *) indicates that the investment level is far lower than stated in th
national accounts (and that GDP growth has been slower than official figures tell).

*) WenChen et al: AorensiExaminationof/ K A yatiéhalAccountsBrookings2019 33
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Thecorrelation between constructioncyclesand GDP has ndieenthat close
At leastif official dataareto be believed

China Construction starts vs. GDP

Quarterly, change yly
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A The Financial crisis downturn did not start in the construction seghart the recovery happened in tandem
A The slowdown from 2011 was also pretty closely correlated

A Other cycles have not been that close

A Alarge dropin construction will very likely have a substantial impact on total GDP growth in China
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Construction starts hadiickily) fallen 15%sinceearly 2021but level still not low
Should9 @ S NH NirolldmSsiddrstop financingfor other builders asubstantialdownsiderisk

China Land sale to developers China Construction vs steel
900 - - 2750 2.50 ~ - 1100
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Apparent demand includes changes in inventories
0 T T T T T T T T T T T T O 0-00 T T T T T T T T T T T T O
00 02 04 06 08 10 12 14 16 18 20 22 00 02 04 06 08 10 12 14 16 18 20 22
SB1 Markets/Macrobond SB1 Markets/Macrobond

A .. Andshoulddemandand pricesdeclinesubstantiallyone more worry

A Howeverthe world (exiron ore producers) havived well duringthe 15%declinein constructionstarts. Another15%
would probablynot beanybigdealeier

35



K]
SpareBank €

MARKETS

A finalnail in the coffin: Avery high ¢ and still risingg Chinesedebt/incomeratio
Or apossiblenail: Thedebt levelis high ¢ and extremelyhighto be amiddleincomecountry

Private credit China Debt service ratio
250 1In % of GDP <Rich Asia ex Jp 211 Private non-financial sector K
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A China still hagterestratesthan canbe cut meaningfullyc and giverthe highdebt level, that would reducethe debt
service raticsubstantially
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Limits to growth? Well not yet, mechanically
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Institutions will decide, as always. Is the new (Xi) model suited for long term growth? We douk

GDP pr capita - relative to USA

USA =100, PPP adjusted
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A China has slowed but is still on the
rise, from a low level (25% of the US
GDP per capita level)

A The investmendriven economies
in Asia (+ Germany) reached 7§%
80% of the US GDP level per person
before flattening out (growth
became more complicated?)

A If institutions are bad? It may go
gNRY3IZ WFINI a2z St
income trap)

» Russia has crashed
» Brazil has crashed

A Are the Chinese institutions now, as _
aKlILJISR 0é LINBaAaARSY
(or worse) leadership, well suited in
a competitive world? Time will
show, we doubt as a monolithic
decision making system seldom
works well over time
»5Sy3 - AF2LIAYIQa Y2NB

WOl LIAUGIFrfAaYQ O6FNRY ™
well, lifting China out of poverty
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Growth correlations are normally strong but the mechanics are idiosyncratic
So far, the Chinese direct contributions to gobal GDP volatilty has been rather limited

World GDP Global GDP - who contributes?
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changes in world GDP wagnificant during the Financial Crisis, both down and up

A China now (2019, before the pandemic) contributes by 1% to an overall growth in GDP of almatstu8%/3¢!
» The US typically contributes with less than 15%, and EMU by half of that!
» WHEf 20KSNBRQ FNB dzadzZlf @& YdzOK Y2NB AYLRNIF Yy

A With 17% share of global GDP (PPP adjusted) a substantial GDP growth slowdown in China, will mechanically have a strong
impact on global growth figures, and even more on specific markets where China is a large importer
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PMI probably further down in September, to below par
We estimatea 0.5¢ 1 p decline to approx. 52, to slightly below an average level, the EMU to blz

Global PMI vs growth PMI Composite
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A The global PMhas peaked, so has very likely global growth. The September PMI signals less than 3% GDP growth

» The uncertainty irthe estimate is larger than normal due to divergences between countries that have reported preliminary PMIs so far, arepithectitee in China last
month ¢ with a wide possible outcome in September

A TheUS PM¥ell slightly but not much more than expected, while tB&U surveysurprised sharplpn the downside, with an almost 3 p decline.
TheUK indextell as well. Japan is still weak, but recovered, and&tstralian PMIrose sharply, following the Delta drop in August

A Deliverytimesrose even faster in the US, but slowed in Eurdpput & output prices are still increasing at a rapiace but in sum down from the
peak in July

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 39
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Both manufacturing and services probably down in September

Global PMI
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A We estimate a 1 p decline in tleanufacturing PMiand
a 0.6 p drop irservices PMI

A The slowdown in the manufacturing PMI was broad
A Services in the EMU fell sharply
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Delivery times still very high
Prices are rising at a rapid pace but a tad slower in August than in July

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) has probably pegked
record high level (it was probably close to stable in Septemheatdes not imply delivery times are declining, at least not
if companies give an honest answer when asked if delivery times are increasing or decreasing (but the delivisry index
below 50 too infrequentlyywe suspect companies rathdo answerwhether deliverytimes are short or long)

A The global manufacturing output price indegxobably declined in September, and the peak may have been in Taee
level is still veryigh (just marginally down from ATH in Jug@nd @mpaniesare still reporting very rapid price increases
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The global PMI price index has probably peakeut remains at high level
Output prices are slowing the manufacturing sector imtut prices in services still growing faster
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Gobal Manufacturing PMI Prices

j‘; 63 OECD Inflation vs PMI prices
] L 75 +-Change % yly L8
70 - [‘ G7, OECD data
65 - -55 70 - Mo
60 - \/ -53
55 - AA /‘ /\ - 51 c
50 V 4/\%\/ 49 65 - ( 4.0
v - 47
45 - C Totg{ CPI -> -3
49 60 - |
401 <-Input Prices C43 Inflation target
35+ " 41 Sl 1l e e & -+ 2
30 C39 55 -
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 -1
SB1 Markets/Macrobond 50 i O
Global PMI Services Prices
75 <=Input Prices 90 45 L1
104 -85
- 80 40 - --2
65 - T T T T T T T T T T T T T
i 98 00 02 04 06 08 10 12 14 16 18 20 22
60 -+ 70 SB1 Markets/Macrobond
55 ‘\.PV\-\‘/ Y “‘ ;'
50 1 y - 60 A Sure, companies world wide are reporting price increases far above
W 55 normal level, and actual inflation prints will remain elevated for
45 50 months (at least annual growth rates)
40 - - 45

9899 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
SB1 Markets/Macrobond
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PMis from EMU, Japan, UK, and the US 42
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Both services and manufacturing slowed in September
Delta outbreak likely explains part of the fall in the services PMI

USA Markit's PMI USA Markit's PMI vs GDP
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A The composite PMiell 1 p to 54.5; 0.5 p below expectatioggind now signals just 2.5% GDP growth,
» Themanufaduring index fell by 0.6 p to 60.5, expected down 0.1 p 61.0. The level is of courseatithegh level
» Theservices PMfell by 0.7 p to 54.4, expected down 0.1 to 54.9. 4 months ago the index was above 70, the highest ever, by far. Thliglelel is
below average
A The Delta outbreak may explain the continued slowdown in serjteg slower growth is reasonable when activity has recovered
substantially. Lack of labour is also hampering growth

A Pricesare still soaring; and cost inflation was the ® highestsince the composite index was introduced in 2009 43
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Manufacturing orders still strong; and employment growth slightly up in Sept.
No employment growth in Services in Sept, in line with what other reports are telling us

USA Durable orders vs PMI orders USA Markit's PMI Employment
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A We believe thatlte rise in the spread of the Delta variant as well as a lack of supply of labour are the reasoas for
downturn in the services employment index. Employment growth in the manufacturing sector was stronger in
September
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Mixed among manufacturing surveys: In sum up in September
Kansas Fed, Markit PMI down but both Phil & NY Fed sharply up

USA Manufacturing Surveys
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EMU PMI weaker on supply chain constraintgeaker demand& virus concerns
PMI still signalling growth above trend

EMU PMI vs GDP EMU Composite PMI
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A The composite PMiell 2.9 p t056.1 (expected 58.5), which signals a 2.5% pace of growth in GDP (or 0.6 % per quarte

» The composite index fell in Germaagd France. The average of Spain & Italy (and very likely both countries) was als@ datvn
the PMI for these latter countries are still at impressive levels

» Themanufacturing PMlfell 2.9 p to 56.3, expected down 0.9 p to 59.0
» Theservice sector PMiell 2.7 p to 56.3, expected down 0.5 p to 58.5
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PMIs down everywhere, both in manufacturing & services

Still, growth above trend is reported everywhere
EMU Manufacturing PMI
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Germany: PMI dropped sharply in Septembetevel is still decent
The composite PMI &s down 4. to 55.3,expected at 59.2

A The prelim. manufacturing PMiecreased by 4.1 p t65.3 expected down 1.1 p to 61.Fhe auto sector is very likely
to blame, while gpply constraints are still restricting growtland price pressures are weighing on sentiment

A The service sector PM¥as down 4.8 p to 56, expected at 60.2
A The composite PMho signals around 2.5% GDP growth, which is more or less at the German trend
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