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Last week

The (short) virus story

A The virus is on the retreahostplaces but more countries reported an increase last week. The number of hospitalised patients in the rich part c
the world is fallingapidly, and the level is low (except some few pockets)

A In the West, mobility is back to normal (Europe) or on the way up (US), and it has recovered in most of Asia. Airlifid traffitse further last
week, but itgradually narrowing the gap to the pgandemic level

The economy, part |
A Global PMI/ISM

» The global composite PMEcovered 0.6 p of the 6 p loss the previous months, and at 53.0 in September the index signals growth slightly
above trend. The outcome was far better than preliminary data from rich countries indicated. Emerging Market PMIs rasasigaind not
just due to the lift in the ChinedeMls. Here, thaervice sector reported normal growth again, following sie¢back in Augustyhen the fight
against the virus slowed the economy substantially. Just some very few countries reported a contra8aphDelivery timesare still high
but are not rising faster. The same goesifgout/output prices, and peak inflation may be near, albeit at a very high level in roanstries.

In theUS the services ISM survekept up at 60+ level, better than expecteéflwedenis even better, at the top of the PMI league.

A USA

» The real story from the labour market repavsnot the below consensus growth inndnt N LI e NRt f & omMpn Q Ga o |

school starts, covid9 related¢ YR UKS K2dzaSK2{t R adzZN¥Seé NBLEZNUSR RSOSYyu pnnQ 3N

- the decline in the already loparticipation rate (expected up)

- the 0.4 pp decline in thanemployment rateto 4.8% (expected down to 5.1%and the Fed 3 weeks ago expected the 4.8% level to be reached
in Dec

- the 0.6% gain imwagesvs. expected 0.4%

- the small business survey reporting another ATH in the share of compastibging able to fill their vacanciegheir hiring plansare very
ambitious, and the share of companies tlingtve hiked or plan to hike wagesurged to another ATH and thus there are

- NO tracef the almost 8 mill workers that lost theiemporary extra unemployment benefitsn early Sept

» Sowhat will the Fed say? A formal tapering decision before Christmas seems to be a done deal. It just requires that theesiploym
sufficiently on the way towards max employment. The inflation target more than met alrradgder to start hiking rates, the Fed must
conclude the maximum employment target is met. The Bearkstill tread the water, blame the virus, and say thiployment is still too low,
which no doubt is correciThe virugmayof coursebe the main reason for the still low employment & participation rates. Howdoeereach
month without any signs of higher participation/less mismatch itdgsomingmore likely that we havea supplyside problemnot a demand
shortfall ¢ KS CSR OF y Qi forer, avidiaDdae siage, tAe’Bank iy Bave to acknowledgeBhiwd yields rose further at Friday,
and the stock market fell, at least after market participants had reflected over this labour market report
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Last week: The economy, part Il

A Global auto sales

» Sales very likelfell sharply in September to@nd no doubt due to lack of components, and not because final demand is weak. China has no
reported final data but US, EMU, UK, Japan and several Emerging Market countries reported decline in sales/registtaians d&@an
25% vs the 2019 level! China (probably) the least, Europe the mos¢4@% down. Just one country is reporting top notch sakorway. We
do really not understand how it is possible. The only explanation is that factories earn higher margittehereywhereelse?

» The global auto industryeport the weakest PMI among all industries, and @erman auto industryhascut production by almost 60%

A EMU

» Retail salesose 0.3% in August, expected flat, and the level is close to thpgmwdemic trend. Not that impressive, given that services a
still well below
» Manufacturing productionprobably fell more than 1.5% in August, as Germany surprised sharply by a close to 5% m/m decline! The auto
industry is mostly to blame but other industries are now feeling the impact of the 60% decline in production
A Sweden

» GDPfell 3.8% in August, following the incredible strong prints in June and even more @qiblulthe level was still 1.6% down @g+19. The
decline was broad, the most in hotels and restaurants (which still are up 8%-18!Q4nd construction (down 8%). We exp&3 GDP to
climb almost at the same pace as in Q2, 3.6%

A Norway

» Wal Ayt | gske Q19DrbAugusiipBaexpected 1.0%, consensus 0.9%, we 0.6%), but 0.8 pp was due to a 46% surge in fisheries as th
mackerel catclwas much larger than usual in August. Services grew further, now especially in business services (contributing 0.4 pp).
Constructing activity fell due to a decline in housing investments. However both Mainland business and oil companied itheiease
investments. Consumption of goods fell but consumption of services rose more. In sum, a weaker report than expected

» Manufacturing productionwas unchanged in August but has been trending down since the spring, with oil related industries on the downsi

» House pricesose by 0.2% in September, we expected flat. Prices in Oslo continued upwards but prices fell in the close surroundings. The
inventory of unsold homes fell sharply to the lowest level ever, and the market balance signals;d @ #Bonthly growth rateHowever,
rates are on the way up, which probably keeps the prices in check

» The NHO Q3urvey reports the highest growth and tbestoutlookin a decade. Employment plans are far better than anytime before
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The Calendar: A full China check; US labour market, retail sales; Norwegian CPI & bt

Time [Count] Indicator [Period] Forecast  Priof]
Monday Oct 11
08:0NO  [CPI YoY Sep [|3.9% (44 3.4%
08:0dJNO  |CPI Underlying YoY Sep 1.3%(1.2) 1.0%
Tuesday Oct 12
08:0JUK |Average Weekly Earnings Aug 6.9% 8.3%
08:0JUK  |Unemployment LFS/ILO Aug 4.5% 4.6%
08:0JNO |National budget, main estimate 2022
11:00GE |ZEW Survey Expectations Oct 24 26.5
12:0JUS [NFIB Small Business OptimisnSep 99.5 100.1
16:0JUS [JOLTS Job Openings Aug 10925K 10934K
Wednesday Oct 13
CH [Trade Balance Sep $47.22h  $58.344
CH |Exports YoY Sep 22.09 25.69
CH |Imports YoY Sep 22.19 33.19
08:0JUK  |Monthly GDP (MoM) Aug 0.5%  0.1%
08:0qUK  |Manufacturing Production MoM|Aug 0.0% 0.0%
11:00EC |Industrial Production SA MoM |Aug -1.69 1.5%
Thursday Oct 14
03:3qCH |CPI YoY Sep 0.9% 0.8%
03:3qCH |PPI YoY Sep 10.69 9.5%
09:3qSW |CPI YoY Sep 2.7% 2.1%
09:3qSW |CPIF Excl. Energy YoY Sep 1.79% 1.4%
10:0JNO [New home sales, stars Sep
14:30US |Initial Jobless Claims Oct-09 328K 326K
14:3qUS |PPI Final Demand YoY Sep 8.8% 8.3%
Friday Oct 15
08:0JNO |Trade Balance Sep 42.6b
11:0JEC |Trade Balance SA Aug 13.4b
14:3qUS  |Empire Manufacturing Oct 25 34.3
14:3JUS  |Retail Sales Advance MoM Sep -0.39 0.7%
14:3JUS  |Retail Sales Control Group Sep 0.4% 2.5%
16:0JUS  [Business Inventories Aug 0.7% 0.5%
16:0JUS  [U. of Mich. Sentiment Oct P 73.5 72.8
During the week
US |Atlanta Fed, median wage, YoY/Sep 3.9%
CH |Aggregate Financing CNY Sep 31100  2960h
CH |New Yuan Loans CNY Sep 1810 1220k
Monday
04:00CH [GDP SA QoQ 3Q 0.4% 1.3%
04:0CH |GDP YoY 3Q 5.0% 7.9%
04:0JCH |Retail Sales YoY Sep 3.5% 2.5%
04:0JCH |[Industrial Production YoY Sep 3.9% 5.3%
04:0JCH |Fixed Asset Investment YTD Y ¢Sep 9.0% 8.9%

Sources: Bloomberg. SB1M est. in brackets. Key data are highlitifeethost important

A China

» Credit, inflation & foreign tradedata during this week & and the fi8ept/Q3 real economyackage
early Monday morning. Growth has been slowing but Sept data could bring some relief, as the virus
retreated. Services were reporting normal growth again, and the manuf. PMIs stabilised. Focus wol
still be atcredit and housing datawhich may have deteriorated further. @@DPgrowth is expected
just at 0.4% g/q, a 1.6% annualised pace

A USA

» TheJolts (job openings, vacancie)S LJ2 NIi Aa GKS Y2ai
growth data. Vacancies are expectaachin August, at a record high level
Retailsales Af f RSOt AyS RdzS G2 GKS &aKFNL) NSRdzOGAZ2Y
though mostly due to higher prices, we assume

A EMU

» Industrial productionprobably fell more than 1.5% in August, even if orders & surveys are strong.
Blame the lack ofupplies which is creating problems also outside the auto sector

A UK

» Wage inflationis high y/y but monthly increases have slowed. Still numerous reports signal serious
labour shortages, and rapid wage growth in many sectors. The official vacancy rate is record high, |
far. Unemploymentis heading down

A Sweden

» Inflation is expected to turn rapidly north in September but the core rates is assumed to stay well
below the 2% target

A Norway

» The outgoing governmenpublishes its last budget Tuesday morning. We expect the non oil structur:
deficit to decline from the 12.0% of Mainland GDP level in 2021 (vs. 12.4% in the May Revised 20z
budget) to 10.2 % of GDP in 2022, equalling 3% of the estimated value of the Oil Fund by end of 2!
If so, the budget is formally back on track but given lofty global asset valuations, the transfer from tt
Fund should have been well below as the economy recovers to above a normal activity level in 202
As a xcheck, the noroil structural deficit was NOK 244 bn (7.6 of GDP in the 2020 budget, before th
virus hit. Now it may be close to NOK 350 bn, and the underlying budget stance has been weakene
through the pandemic. We hope we are dead wrdnd\nyway, the overall central gov. budget will be
in plus, as oil and gas revenues will be more than decent

The new? NB R k gosBrighiwhich will take seat at Friday, will after some weeks present its
changes to the Parliament

» In the CPI reporthis morning, the headline rate will shoot up due to the large increase in energy
pan%?ds, we expect to above 4% in Sept. The core was at 1.0% in Aug. We expect 1.2% now

S E Arfletligh3vagé 2

»

»
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New cases down almost most places, no. of hospitalisations is falling rapidly
The fight against the virus is won in the rich part of the world

COVID-19 Patients in Hospital
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A The only risk now: A new vaccine resistant virus mutation
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US mobillity is recovering, Europe remains at a high level
Asia on the wayp too, and some countries are back at {ielta levels

Google mobility Time spent outside home Google mobility Time spent outside home
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Global retail sales have flatted, global trade is declining
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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A Retail salegprobably rose in August but has flattened since early spring as demand is on the way down in several DM:
EM is still fighting with the virus. The level is approx. 3¥2 % up vs thEpdemic level

A Manufacturing productionmay have stagnated in August. The level is some 5% above tipapdemic level
A Global foreign tradepeaked in May and has fallen slightly thereafter. The level is still well above thEpdemic level



Global economy

DM demand for consumer goods have peaked, EMs are recovering from a Ic
The upside potential is large for Emerging Markets
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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, and
thereafter in other parts of Asia. Now a substantial recovery is undemvidia, and other Asian countries will follow suit

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

A Norwegian oilrelated manufacturing production is down 14% vs the-pamdemic levet non-oil sectors are up 4%, one of
the better results in the rich part of the world. The Norwegian PMI and other surveys are signalling strong growth (am

the best in the world) °
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Global airline traffic stagnated last week, the gap to 20d8chat 21%
In the US, traffic fell slightly in August but is now slowly recovering into October

World Commercial flights USA Airline passengers
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A Airline traffic normally drops some 10% from the peak summer season until the end of th&lyesyra flattish o
RSOSt 2LIYSyu RdzZNAY3I 0KAa I dzu dzYCyiowih¥ gap is dealinidg bynalinost 1 p/peb O 2 ¢
week
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Inflation may be peaking now at a high level
Energy prices the main culprit, but core inflatioas turned up more places

Core CPI Inflation CPlI Inflation ,
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Unemployment on the way down everywhere
And unemployment is on par or lower than normal in 19 out of 23 countries
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A May these low unemployment rate partly explain the high
vacancy rateshat are popping up everywhere?

12
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The global PMI slightly up in September, due to China + rest of Asia, and Ru
The composite PMI rose by 0.5 p to 53.0, signalling growth slightly above trend

Global PMI vs growth Global PMI vs growth
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A The global PMIs were far better than the preliminary PMIs signalled (but in line with our forecast last week, when sorr
data became available)

A The global PMI signals growth marginally above trend, at a 3+%¢gackelow the reported growth rates until August
» Both manufacturing and services contributed to the lift, services the most

13



Rich countries marginally down, EM up, China the most. Sweden still at the t
Emerging Markets (EM) is recovering, and EM x China PMI is at the best level since early 201

PMI Composite
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Source: IHS Markit, SB1 Markets, Macrobond
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Composite PMI

Deviation from 50 & change last month
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A 11 countries/regions up in September (from 4 in August, 11 down, from 21). Just 3 belowlthe §om 8)
A Sweden, US ISM and Ireland at the top (+Norwegian manufacturing)

At KS

| KAySas

t aLa

NEO2 OSNBR
A Other EMs rose toq in fact to the best level in almost 4 years
A Both Japan and Australia are both reporting a continued decline in activity but less so in Sept vs. Aug

AKIF NLX 82X S&aLISOAlff e

al NJ A
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EM x China at the best level since ea?918
These countries have been struggling with the virus far more than DM, due to lack of vaccine:

Composite PMI Manufacturing PMI
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China PMI

Services recovered in September, the composite PMIs sharply up
The manufacturing PMIs also rose marginally, on average

China Composite PMls
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China PMI vs GDP
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A TheNBS composite PMbse by 2.9 p to 51.7, expected up 1.2 p. Thus most of the August setback was reversed, due to a shar
lift in the service sector index, while tmeanufacturing index fell marginally

A a I NJ coriip@site PMIrose by 4.3 p to 51.4 and recovered most of the Augustdasish services in the lead but even the
manufacturing PMI recoveregino signs of any construction crisis (not in the construction PMI either)

A In sum the average of the two composite PMIs rose 3.5 p + to 51.6, still beloAutyest levelThe PMI data set signals growth

marginally below trend.
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Auto sales further down in Sept, as production is cut due to lack of data chip:
Sales could have fallen by 8%, and are down some 25% from the 2019 level

Global auto sales Global auto sales
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A We still not have reliable data fro@hina(the autumn holiday). Based in very preliminary data, that are really uncertain, we assume a furthe
decline in sales in Sept here, and thus even our global estimate is more uncertain than normal (some other countriesWgve RoD A | £ £ ¢
either, we are using media reports)

A Sales fell sharply idSand inEurope both EMU & UK. UK sales are down 42%, E38%, US28%- all vs 2019. Japanese sales fell sharply in S

A Norwegiansales are soaring. The only explanations are that auto makers have the highest margins here, or that their autos wiksthe hig
margins are sold here
A Sales in EM x China very likely fell further ¢cground 27% vs. 2019
17
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Auto production still heading down, Germany is badly hurt, down 59% in Sep
The decline in US production is (strangely) moderate, just 13% (in August), both vs. the 2019

Motor vehicle production
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A There is huge upS|de in auto production the coming quarters as soon as data chips are produced in sufficient volume:
CKS 2yfeée ljdzSaiArzy Aa gKSyX

18



USA

The reallabour Y I NJ S

NBELI2ZNI LY LGQa

K]
SpareBank o

MARKETS

0KS &«

Half of US SMB companies are not able to fill their vacant positions in September, another AT

USA Small businesses labour demand/supply

60 NFIB small - 60
business survey, %

50 4 ?L 50
40 - - 40
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USA Small businesses, not able to
fill positions vs compensation

% of companies
not able to fill

Compensation change, net ->

Compensation: Avg. of actual & plans

% of companies

lifting wages, net - 45

-35
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A No a sign that many of the almost 8 mill workers who lost their temporary federal unemployment benefits in early Sep
have found a job

A Hiring planswere at ATH in Augustand even it the share of companies that planed to higher fell in Sept, it is still very

high
A As a consequencejore companies than evérefore reported that they plan to increasmmpensation
A The correlation to actual wage growth is pretty close, check the next page
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In July, the official vacancy rate was record high. In Sept, companies reported another unprecedentethlamk; @nd

a record high share of them plan to lift wages. And guess what has happened before, withguarters lag®Vell,

N
~

C

something that kills Fed doves and bond bulls. And now very likely the corporate bottom line & the stock market 1

USA Wages - Actual vs vacancies

USA Wages - Actual vs NFIB survey

8 - Vacancy rate, % Median wage growth |_ 40 1 :
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;! WM 05 s o5
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A More companies than ever before (data from 1986 though) are reporting that they have lifted compensation and that theydplan t

the over next months as well

A The correlation between the share of companies that report they plan to increase compensation and changes in actual wagemew

months later (6 12 months) is pretty strong

A The correlation between unfilled vacancies and actual wage growth is just as tight, with the same lag

A2S R2 y2i 2¢6 Chal Q&

gl 3Sa
coming 3 years (and thle >pfrice level to be deviate even more from a long term 2% path). However, the Bank could impas&ibtyprieav

F2NBOl aidia odzi ¢S

I &adzyS Oeé&de

in a wage ‘growtlanything close to what companies now tell or even less what the current tightness of the labour market signals

NS

20



MARKETS

ThereallabourY NJ] SG NBLIZ2ZNI LLLY LOIQA GKS

When willmaximum employmenbe reached (that is, when will the Fed have to start hiking rate

K]
USA SpareBank o

USA Labour market USA Unemployment rate vs Fed forecast
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A TheemploymentN2 &S FdzNIKSNJ 0AYy (KS K2dzaSK2f R adz2NBWSe&0 o0& pHcQ 2N ndo
A still, thelabour forcefell by 0.1% and thparticipation ratefell by 0.1 pp to 61.6, expected up to 61.8. The current rate is 1.7 pp below the pri
pandemic levet and the trend is completely flat
» Not many of the almqgst 8 mill workers who lost thextra federal benefitsn early Sept have found aNjob and they.do not seem to actively search for
62N)] SAUKSNH 2KIFG UKS KX FNB GKSé& "RZAy3d F2NI I tAGAYy3I y2eKK

A Theunemployment ratefell 0.4 pp to 4.8% in Sept (expected 5.1&)empl has fallen b% 1.1 p the past 3 months, the fastest 3 m decline eve
(barring the rapid decent last summer, following the first virus wave). 3 weeks ago, the Fed expected the 4.8% to berr&sxhed

A Fed has strongly signalled that the funds rate will not be hiked bef@emum employment target is meThe only question now istow
much spare capacity is left at the labour market?? No doubt some, but possibly not that much, withessing also the wiagacd&é&ration
21
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If we just forget the participation rate conundrum: Why so many unempl@amtivacant positions?

USA Labour market USA Unemployment vs vacancy rates
12.5 -Both in the % of the labour force ~12.5 Vacancy rate
8 TBoth in % of the labour force _ -8
10.0 - -10.0 The vacancy rate is est. before 2000 More mis-match
7 1From 1980 -7
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( 6 - L6
5.0 - - 5.0
-1 m - . -
/ 5 2010-2019 5050 - 5
2.5 - 25
acancies calc before 2000, Vacancies 4 - M4
0.0 and last month ; 0.0
. . I L 3 -3
g 1 Job defict; Unemployment rate - vacancy rate C o9 >
- B 2y Q%
6 1 - 6 2 - -2
37 -3 1- -1
] C Less mis-match
0 . "~ 0
. B 0 ‘ ‘ ‘ ‘ Lo
-3 - Assuming unch vacancy rate 2 last months -+ -3 0.0 25 50 75 10.0 12.5
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A 7.7 mill persons are unemployedhat is, they say they want a job and is actively search for a job but have not got a job

A At the same time, there are 10.9 mill unfilled, vacant positions

» During the 201@ 2019 period, Unemployment/VVacancy curve (UV/Beveridge) had moved somewhat outwards, but curve was noeftiheaboy
2010curve
A The unprecedented mismatch now may of course be mostly due to temporary (transitory?) impacts of the pandemic; different
sectors have reopened at a different pace, perhaps even geographically, and it will take time to match the job seekers and th
vacant jobs etc. However, there is a risk that some of the mismatch will turn out to be permanent, due to changes iatmunalific

requirements, work preferences etc. -
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What will the Fed say?
LT 461 3S AyFElLadAz2y

USA Wages vs Fed funds
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USA Wages vs 10 y gov bond
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A Thecorrelationto the 10 ybondrate is notthat closebut the risk isverylikely at the upside
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Manufacturing production probably down 1.5 2% in Sept (data out this week)
German production fell by 4.7%, but France, Spain & Belgium up

EMU Industrial production EMU Industrial production
10+ ::Zb'zo =| 100 g 2_%,)_ Erf"?g ———— 201 Change from Feb 2020, % Belgium 20
Tindex.xlrgland _ o _ooeeenmT r
'_//\{ef SO~ 15 + - 15
4 7> - 100
100 _ '-V\\ R
10 - - 10
90 4 - 90
. r -/Jtaly 1
80 - - 80
] L 'jSpain -1
70 - L 70 EMU x Irel -1
— \France -4
4 -4 e
. r Germany -10
2 -2
0. o --15
2] | - 20
e S o R o4 ‘ ‘ ‘ ‘ ‘ ‘ ‘ --25
J MS JMS JIJ MS I MS J MS Jan Mar May Jul Sep Nov Jan Mar May Jul Sep
17 18 19 20 21 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A Production is just very slowly moving upwards even if orders are surging, and surveys are close to record high levels

A Production in ltaly is higher than in 8B, in the other big 3 are down
» DSN¥IFye Aa (GKS fF33FNRX R2gYy ME:® CNRY GAYS (2 GAYST Fdziz LI
» Belgium is up 20, the Netherlands 1%
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German factory orders plummeted 7.7% in August, production down 4.7%
X a adzllld e 0200t SySO1a AIKIGSYd £+SKAOES |

Germany Manufacturing orders vs production

Germany Manufacturing orders, production 7 Gt proucton e
130 4 130 5 7 Feb-20 = 100 r125
Volume, Feb-20 = 100 120 - -120
New orders
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Germany Manufacturing production vs PMI
70 1 - 70 704 - 20
60 - | | | ‘ ‘ ‘ | | | ‘ ‘ L 60 65 - 15
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18 19 20 21 55 . L 5
SB1 Markets/Macrobond
. . 50 - - - — 0
A Manufacturing ordersdecreased by 7.7% in August, expected
down 2.1%, and it does not help that much that July was revised 45 - - -5
up 1.5 pp to 4.9%Lhe level is still 11% above the grandemic 404 10
levelc and we can still draw a strong trend line! Manuf. prod. —_—
A Manufacturing productionwas down 4.6% in August (total 35 % 6m/6m, ann. rate, smoothed |} - e R 15
industrial production down 4%, expecte@l4%). The level is now 98 00 02 04 06 08 10 12 14 16 18 20 22
9%below the FekR0 level. See more details next page o Marmetacrobone

» Surveys confirm softer growth in production & orders, as the industrial
sector is hit by both supply bottlenecks, capacity constraints and higher

energy prices 25
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GDP down almost 4% in August, trend very likely still OK
The July +2.9% vs. Q9 was too good to be true, GDP down 3.8 % m/m in Augli§% vsQ4-19

Sweden Activity index vs GDP Sweden production index
102.5 454152 igg~~~ GDP Indicator, monthly -102.5 120 45619'= 100 120
100.0 _Wﬁl& 3m avg A & 100.0 110 - Hotels & rest. 107.6 |
\ A y: A 27
ote o/ ey . e . n
97.5 - - 975 R et ivs of el "‘_F\_ GDP Activity
: \ Vs indicator 98.8
90 - S L
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T o 87,5 5O o-frrrcrr sl 50
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A GDPfell by 3.8% m/m in August, expected down 0.5%. In addition, July was revised down by 0.6%

» GDP is now 1.6% below the Q€ level. One month ago it was reported up by 2.9%! We assume production will recover in Sépat &©P will grow at
approx. the same pace as in Q3 (3.6%, g/q annualised)

» Manufacturing prod fell by 3.7%, very likely due to lack of supply, not lack of final demand. Activity in the constrotticielssharply as well11%)
» In services activity fell by 3.4% because the summer Swedish staycation ended, and the superficial strong July demdidt@lagerbstaurants down
10%, but activity is still 8% above the fandemic level!
A The outlookremains excellent, according to Swedish companies. THE Kl (NIER) survey is at close to ATH, and the PMI is the |
world. We still question if thev A | & Gektrérpely &@xpansionary stance is appropriate 26



Mainland GDP up 1.1% in August, 0.8 pp due to Brexit and a large mackerel
Business services recovered form a low level, contributing by 0.4pp%. The rest madgwvally

5.0 1
2.5

AWal Ayt yRQ

Norway Mainland GDP
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m/m in August, above consensus (0.9%) and Norges Banks estimat
(1.0%). We expected 0.6%. GDP is now 1.6% above thmpoemic
level

However, a 46% lift in production in fisheries (and aquaculture). This incredib
surge is due to very high mackerel catching volumes. Norway decided to han
the whole quota in one go when we did not have to share a common quota w
UK after Brexit. Strange data but this unusual timing of the mackerel catch
Fyegle tAFGSR WalAyftlyRQ D5t o6& no
A2YSoKIFEG FAAKE (223 K2SOSNI gAGK
Production in other sectorsPrivate servicewere 1.4% in m/m with a
substantialcontib. from business surveys, +16%. Culture, hotels & restaurants
3%-4%. Construction fell 3% (housing investments down), manuf. & mibig

Demand:b 2 N¥ S 3 A I v at@omie Wi yigROA796,F00ds down, services u
Mainland investments rose sharply, and oil investments remained at a high le
Housing investments fell sharply, exports slightly

A Mainland GDP is up 1.6% vs the F2b level (or rather 0.6%)

Adjustedfor the surge in fisheries, Mainland GDP is up 0.6% v2@eb

Production: Hotels & restaurants, transport and business services are still do
11%c 22%, in sum a 1.6% drag on GDP. Manufacturing and construction are
down 1% 2%. Trade is up 6%

Demandb 2 N¥ S 3 A I v athonie isI8p/68 ArofrdFedD, goods +16% (and
is now heading down), services down 2Btit rapidly on the way up. Spending
abroad is still down 78%, and total household spending is down 1%. Both
Mainland business and oil investments are up. Exports are still down

A The mackerel catch is not a good argument for hiking rates further

but the underlying strengthening of the Mainland economy is
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Prod. details: It was jusimackerel(and business services)
I nc: EATAO AY TFAaKSNR Scoutbf ihed Ti18cheadliad figugef | vy R Q

Norway Production sectors

Norway Production sectors

60 - Volume, % change since Feb '20 r 1.0 4 Contribution to growth, volume
50 - Monthly national accounts L 50 % of GDP change since Feb '20
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> Electricity 1
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<Culture, entert. -0.1

\Construction -0.1

\Manufacturing -0.2

[\Hotels & Restaurants -0.2

NTransport -0.6

NTransport -18 1.0
[\Business services -22
450 1.5
S

SB1 Markets/Macrobond

A Production in hotels & restaurants reported a further uptick but not by much, as hotel guest nights fell. Level still dowr

11% vs FeR0O

A Culture entertainment almost back, just 2% below the-prievel. Almost too good to be true?
A Business services recovered, as we expected, up 15% (0.4 pp contribution), still down 22%. The upside is still HUGE

A Construction on the weak side

Business services: Temp services, travel agencies, call centres, congresses, cleaning, canteens, property services, leasing
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House prices up 0.2% in Sept, prices are now increasing at a 2.5% pace
Our models signal a faster price increases than seen rec&éhtgxpected rate hikes to blame

Norway House Prices Norway House prices vs Norges Bank's f'casts
48 -Existing homes o~ 48 53 INOK 1000 per sq.m, s.a J . - 53
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A House pricesose by 0.2%n Sept, we expected unch., down from +0.9% in Aug (revised from Ri@#s are up by 2.5% 3m/3m (annualised), down from
above 12% in March. Prices are up 8% yly

Prices fell in a close circle around Oslo but rose further in Oslo as in most other towns. Bodg/Fauska ) asthe top, followed by Stavanger and
Kristiansand

Thenumber of transactionsvas stable following the 10% decline in Aug, lstillabove the preCovid levelTheinventory of unsold homedell sharply to the
lowest level ever

Our Norway x Oslffow based price modesignals a 0.75% m/m price growtbur Oslo model +1%, from zero 5 months ago. Very likely, the outlook for hig
rates is dampening willingness to pay

Norges Banlexpect house prices to appreciate a moderate pace the coming months, and flatten during 2022 29

) I S



Oslo prices on the way up again, some weakness around Oslo in Septembel
Bodd Fauskeprices are still going strong. Kristiansand/Stavanger at the top too, better oil news

Norway House prices
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Norway House prices

Change % m/m, seas. adj

%
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Tansberg/Feerder _ [ ) 0.3
Oslo e 0.2
Total - ° 0.2
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Tromseg F (] 0.2
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Drammen ! e 0.0
Bergen n ([ -0.1
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Follo I -1.0
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A In September: 9 cities up (from 15 in August); 4 down (from 1)

B Last month @ Previous month

SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS
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Short term market flows suggest higher prices, also in Oslo!
Our models suggest decent price growth. Are we witnessing a rate expectation impact?

Norway x Oslo House prices - model Oslo House prices - short term model
1.50 7 House prices 3 m smoothed - 1.50 47 House prices 3 m smoothed -4
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A Ournational x Oslo modebased on flows and the inventory signals a 0. f&twth in house prices per month
A OurOslo modekignals a 1%+ growth (up from zero 3 months ago)

A These models amot long term price models, just short term price models based on flows of (existing) houses approve
for sale actual sales & changes in inventories
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Still mostly negative surprises but not more last week either

Citi surprise index

Citi Surprise Index 4 s aei =0 -4
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A TheUSsurprises have become slightly less negative Asia Pacific n
A TheEMUis well below zero, and at tad down last week on weak manuf. data e " . —
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The global PMI slightly up in September, due to China + rest of Asia, and Ru
The composite PMI rose by 0.5 p to 53.0, signalling growth slightly above trend

Global PMI vs growth Global PMI vs growth
62 - L9 60 - 7.0
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A The global PMIs were far better than the preliminary PMIs signalled (but in line with our forecast last week, when sorr
data became available)

A The global PMI signals growth marginally above trend, at a 3+%¢gackelow the reported growth rates until August
» Both manufacturing and services contributed to the lift, services the most

34



Rich countries marginally down, EM up, China the most. Sweden still at the t
Emerging Markets (EM) is recovering, and EM x China PMI is at the best level since early 201

PMI Composite
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Source: IHS Markit, SB1 Markets, Macrobond
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Composite PMI

Deviation from 50 & change last month
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A 11 countries/regions up in September (from 4 in August, 11 down, from 21). Just 3 belowlthe §om 8)
A Sweden, US ISM and Ireland at the top (+Norwegian manufacturing)
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A Other EMs rose toq in fact to the best level in almost 4 years
A Both Japan and Australia are both reporting a continued decline in activity but less so in Sept vs. Aug
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EM x China at the best level since ea?918
These countries have been struggling with the virus far more than DM, due to lack of vaccine:

Composite PMI Manufacturing PMI
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Global PMI
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The service sector PMI slightly up in September, few are reporting a contract
China recovered forcefully from the August setbadke virus is responsible for both moves

PMI services
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Services PMI

Deviation from 50 & change last month
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A The global service sector PMise by 0.6 p to 53.4 close to an average level
» 10 countries/regions up (from 2 in Aug), 17 down (10); Just 3 below thia&(@), 17 above

A Rich countriesare still in the lead, but now just marginally @kinareported a brisk recovery in the service sector, very likely due tc
better Covid19 situation

A.

al NJ AdQa
A In the EMU, the services PMI fell but the level is still high, at 56.4
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’I Dev. from 50 @ Change last month

SB1 Markets/Macrobond
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A Thelndian service sector PMI fell slightly following the August surge but the level is still OK

A BTW,Swedenis still at the top, by far. Ireland and US ISM services follow at the next positions
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The service sector has not lost its confidence in the future

World Services PMI China Services PMI (Markit)
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Businesses keep reporting rapid growth in input/output prices

But it has not become worse past few moths
Gobal Manufacturing PMI Prices

32 e OECD Inflation vs PMI prices
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Most sectors are reporting slower growth, but just autos and construction <5(
X YR I YlFI22NARGe 2F aSOG2NB NBLEZNISR a42YS;«
World PMI sectors Global PMI Commodity sectors

B Now M Peak 2021 ® Change m/m

SB1 Markets/Macrobond

Deviation from 50 58 - New orders ’ |58

-7I.5 | -2|.5 | 215 | 7]5 12|.5 i L
Healthcare Serv ] 56 1 zChemicals
Technology Eq. [ — . - M
Healthcare NN = 54 - FComposite |
Machinery & Eq. I = i [jlransportation
Industrial Goods I = 521 %Forestry:&.Paper

; b / Manufacturing

Media . 50 o “Metals & Mining
Chemicals . s ] | N L Gonsrmat
Pharma, Biotech © I | 48 - -ﬁ
Technology [ | [ ] g -
Food etc I = 46 4 ‘ -46
Telecom Serv L O u Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
Basic Materials o u 20 21
Industrials [ | | SB1 Markets/Macrobond
Composite - [ |
Transportation . L] Global PMI Finished goods
General Industrials O | | ] L
Industrial Services am [ ] 6257 New orders 625
Com, Prof Services ol ] 60.0 - L 60.0
Forestry & Paper o n
Manufacturing au [ ] 57.5 - LR7E
Financials - ] ‘\/\/ Niachinery & Eq. |
Basic Resources om [ 55.0 - "”\ v \/ ;@‘M
Consumer Serv om [ | 7 \ i \ Composite |
Software & Serv. o [ | 52.5- <k
Metals & Mining o m ] \J ~
Real Estate X J | 50.0 —
Banks o u | J M
Consumer Goods om | 47.5 -4r.
Tourism o1 = Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
Househ Products e I [ | 20 21
Constr. mat. » || SB1 Markets/Macrobond
Automobiles o | |

40



PMI sectors

Services are reporting slower growth but far from slow

And the uptick in September was broad

Global PMI Consumer services

New orders, smoothed
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Global PMI Consumer services
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China PMI

Services recovered in September, the composite PMIs sharply up
The manufacturing PMIs also rose marginally, on average

China Composite PMls
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China PMI vs GDP
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A TheNBS composite PMbse by 2.9 p to 51.7, expected up 1.2 p. Thus most of the August setback was reversed, due to a shar
lift in the service sector index, while tmeanufacturing index fell marginally

A a I NJ coriip@site PMIrose by 4.3 p to 51.4 and recovered most of the Augustdasish services in the lead but even the
manufacturing PMI recoveregino signs of any construction crisis (not in the construction PMI either)

A In sum the average of the two composite PMIs rose 3.5 p + to 51.6, still beloAutyest levelThe PMI data set signals growth

marginally below trend.
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The service sector turned up in September, following the August downturn
The NBS survey reports growth again (Markit has not yet reported), as the virus is on the retre

China Services PMI China Services growth vs PMI
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A In Augusthe service sector average PN#Il 7 p to 47.1, the ® largest decline ever, to a level not seen anytime
before, except for FeB0. In September, both PMIs recovered sharply, almost back to the August average

A Actual activityin the service sector fell in both July and August. We expect a recovery in September

A No doubt, this mintycle in services is due to tfight against the virug and not due to a general weakening of the
Chinese economy
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Services ISM surprised on the upside, from a high leyeb Covid panic
al NJAGQa ASNIAOSA talL FT2NJ {SLISYOSNI YI NHA

USA PMI/ISM Services USA PMI/ISM vs GDP 7
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A Services ISMose 0.2 p to 61.9 in September from 61.7 in August. The level is of course rock solid and bears no witness of Cowitepanic in
service sector. 17 of 18 sectors reported growth in September, like in the past two months (unch. from August). Agriastheewnly sector
reporting a decline in activity

Aal NJ AGQa wa$ddhikned3lown,ut less than reported in the flash estimate. The index fell to 54.9 from 55.4 in August, but 0.4 p
above the Sept flash est. Businesses report slower growth in new orders but the order backlog still rose at the fastest pgteagain!) and
more companies report capacity constrains and shortages of input. Job growth wa¥ tevizest in 15 months due to lack of labolihe
outlook is still bright, the future index rose!

A Together with their manufacturing indices, tRvl/ISMssignal some 4.5%5% Q3 GDP growth, well below the actual growth in Q2 (6.5%)
A Pricesindices NB a2 NAy3Ix F2NJ AyLdzi LINAROS&a & ¢Stf | a 2dzilLdzi LINR OSs
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PMI/ISM: The employment indices down, signals a < 1% growth pace
Both the ISMs and PMIs report weaker employment growth

USA Employment vs ISM/PMI
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The September PMI confirmed sharply down
PMI weaker on supply issuaseaker demand virus concerngbutg SQNBE a0 Af f vy

EMU PMI vs GDP
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A The finalcomposite PMffell to 56.2 from 59 (0.1 p above the flash estimate), and signals growth well above trend, at a
GDP growth pace

» GDP rose by 8.2% in Q2 (2% not annualised), more than signalled by the PMIs
A All of the 4 main economieseported declines in their composite PMIs, but the levels are still very high

A We assume that reportedemand weakenings not due to a slowdown in final demand but rather due to production cuts
some sectors due to lack of critical input that leads to weaker demand for intermediates from other sectors
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