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Last week

The (short) virus story

A The virus will not lay down. Last week, 26 countries, many of them in Eastern Europe, reported more cases, while 16repartegka decline
cases. Even in Western Europe several countries are reporting more cases, and UK the no. of hospitalised persons aescortbe may up.
In Eastern Europe, vaccination rates are too ¢owut more vaccinations are seemingly needed elsewhere too

A We still think the rich part of the world, and most of Asia, andAmithas won the fight against the virus, at least in thessethat wide spread
lockdowns with serious economic consequences will not be needed

A In the West, mobility is back to normal (Europe) or on the way up (US), and it has recovered in most of Asia. Airlitid traffitse further last
week, but it is trending clearly upwards vs the 2019 level

The economy, part |

A The global economy
» The preliminary October PMIwere in sum better than expected even if the EMU surveys disappointed, as both US, UK, Japan and Australi

»

»

reported higher growth, and better than expected. The uncertainty vs. the final data are larger than usual as the ri€theantarld has

been reporting a slowdown, while emerging markets have been reporting faster growth (though still below the DM growgfaratep EM

has yet reported. We assume & 1% lift in the global composite PMI, up to above 54, signalling a 4% growth pace in glob&h&iekvery

times index rose to the highest level evand price inflation accelerated agajrclearly creating more challenges for central banks. We still
UKAY1l UKS NI¥g YIUSNRAFtkt23IAAaUAO0 WONRAAAQ GAft( yzdle(@ad:l:ﬁig}herihiﬁr,atst as
rates) ¢ KS NbBIFEf WElFrauoAy3IOQ AYyFEFaAZ2Y NAEA] Ada KAIKSNI gl 3S AyFElLuAzy
Interest rate expectationgose sharply last week too, by up more than 20 bps in the US, and 25 bps in UK. In the US, market expect the firs
hike in Q2 next year, and 1 or 2 more hikes in H2 next year. In the long end of the curve, far less altdmeal rates felast week. Inflation
expectations moderated 5 y 5fwd, but rose sharply over the first 5 years of the curve, +20 bps to 2.91%. In UK the short end of the curve i

up more than 75 bps during recent week. Markets are now expecting a hike in UK next week or in December, and then 3 lnkdsmore
during 2022.

Due to the rise in inflation, morEM central banks are lifting their signal rateand globally, more than half of the rate cuts last spring is
reversed (the world weighted). Last week Russia hiked by 75 bp, and by 325 bps from the bottom, to 6.25%. Brazil h&stipkéo d25%,
Turkey by 675 bps to 15.75%. India has not hiked, neither has China (and the latter is probably contemplating cuttimg datet® istabilise
the real estate sector

A China

»

Existing home pricedeclined in August, and fell further in September, by 2.4% m/m (annualised). Prices are still up 2.4 ywgnié
pricesfell slightly in September, for the first time since 2015
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A USA

» CSRQa NBIA2Y L Vv Sépdrtd Nightly slomérSrowttSobtal die Bo2id®l9trouble and supply side factors, both lack of
supplies and labour. Prices and wages are increasing fast. A clear message to the FOMC? Powell warned Friday thedipecaaygsove
less transitory and signalled that tapering will be announced soon. A decision next week is now very well communicated

» Manufacturing productionwas weaker than expected in September. Auto production fell sharply, while production of business equipment
grew. Capacity utilisation is above average (Federal Reserve) or record high (the |Siviragahsurvey)

» Housing permits & start$ell in September, and both are trending flat to down so far in 2021, mostly due to supply constraints and the hike i
material costs. Theomebuildersbecame more optimistic but the housing market index (NAHB) does not necessarily imply higher housing
starts.Existing home salesse in September, as did%hand prices. The inventory of unsold homes is at a rock bottom level.

A EMU

» Core HICP inflatiowas confirmed at 1.9%eadlineat 3.4% in September. Energy explains the differential. Core inflation is still below ECBs
new (symmetric) 2% target

» Consumer confidenceose further in October, and is well above average, and higher than before the pandemic
A UK

» Inflation surprised slightly at the downside in September but remains far above the inflation t&gédil saledell further probably due to
supply constraints as well a normalisation of demand for goods. Now sales are back to-gamgesnic trend growth path

A Sweden
» House price inflations probably slowing but the labour market is tightening. A record high nanfdfed vacanciesn September
A Norway

» SSB':,: manufacturing survegports continued strong grovvtrl in demand b“ut incrqasing gapacity 9opstraints glue to lack of raw materials, Iabg
YR LI Fyd OFLIOAGE® LYy FFHOOGX YAE 06S06SSYy RSYIF YR 2 NJekrdigbieifjudt FI C
during two episodes since 1995

» Norges Banks bank lending survdid not reveal any material changes in demand or credit standards. Lending margins are under pressure 1
while since it takes time to effectuate lift in lending rates

» More housing permitswvere given in September following two modest mont@sher construction startdave turned slightly upwards
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The Calendar: US, EMU GDP;du$l. costs; ECB; NOR labour market and retail sales

Time [Count] Indicator [Period| Forecast  Priof
Monday Oct 25
08:00NO |Employees & wages Sep
10:0JGE |IFO Expectations Oct 96.9 97.3
14:3QUS [Chicago Fed Nat Activity Index|Sep 0.29
Tuesday Oct 26
15:0qUS [S&P CorelLogic CS 20-City YoYAug 20.19 20.09
16:0QUS [New Home Sales Sep 758K 740K
16:0JUS  |Conf. Board Cons. Confidence|Oct 10§ 109.3
Wednesday Oct 27
10:00EU |Credit growth Sep
14:3JUS |Advance Goods Trade BalanceSep -$88.2h -$87.64
14:3qQUS  [Durable Goods Orders Sep P -1.0% 1.8%
14:3qQUS  [Cap Goods Orders Nondef Ex f&ep P 0.4% 0.6%
Thursday Oct 28
01:50JN  [Retail Sales MoM Sep 1.5 -4.19
08:00NO |Retail Sales MoM Sep -1.094 -3.89
08:00NO |Consumption of goods Sep -1.89
08:00NO |AKU Unemployment Aug 4.2%
09:00SW |Economic Tendency Survey |Oct 119.9
09:3JSW |Retail Sales MoM Sep 0.7%
11:0JEC [Economic Confidence Oct 116.6 117.9
13:49EC [ECB Deposit Facility Rate Oct-2§ -0.5%  -0.5%
14:0GE |CPI YoY Oct P 4.4% 4.1%
14:3qUS |[Initial Jobless Claims Oct-23 294K 290K
14:3JUS |GDP Annualized QoQ 3QA 2.4% 6.7%
JN |BOJ Policy Balance Rate Oct-24 -0.19%4 -0.19
Friday Oct 29
JN  |BOJ Policy Balance Rate Oct-24 -0.1%  -0.19
01:50JN [Industrial Production MoM Sep P -2.59  -3.69
07:3JFR  |GDP QoQ 3QP 2.3% 1.1%
NO [Consumer confidence Oct
08:0JNO |Hotel guest nights Sep
08:0dNO [Credit Indicator Growth YoY  |Sep 5.3%
10:0dNO [Unemployment Rate Oct 2.3% 2.4%
10:0JGE |GDP SA QoQ 3QP 2.29% 1.6%
11:0JEC |GDP SA QoQ 3QA 2.19% 2.2%
11:0EC  |CPI Estimate YoY Oct 3.7% 3.4%
11:0EC  |CPI Core YoY Oct P 1.9% 1.9%
14:3qQUS  [Employment Cost Index 3Q 0.8% 0.7%
14:3qUS  [Personal Income Sep -0.1% 0.2%
14:3qUS  [Personal Spending Sep 0.5% 0.8%
16:0qQUS  [U. of Mich. Sentiment Oct F 71.4 71.4

A USA

» The most important data point this week is t8 Employment Cost Inders the ECI is
the only indicator that has not reported any material acceleration in wage growth. An
uptick is expected but nothing like other indicators are signalling

» Q3 GDRyrowth is expected to slow to 2.4% (0.6% not annualised), from 6.7% (1.6%) in (
Private consumption has almost flattened but business investments continued upwards.
The risk vs. the headline estimate is on the downside

» Will house price inflationstay at 20%®urable ordersare still going strong too, and survey
data are still signalling growth above trend.

A EMU

» Q3 GDRlata will be reported on Friday. A 2.1% (8.7% annualised!) growth rate is expect
down from 2.4% (10% annualised) in Q2. We deem the risk vs. the consensus forecast 1
on the downside. Just the aggregate growth number is published

» TheECHhas signalled that a revised QE program will be announced. Rates are stuck, ev
there is some debate here too. However, as long as wage inflation remains low, inflation
will not become more than a transitory problem. Tewre CPls still below 2%, at least
until October data are published this week. édmch annual rate at 1.9% is expected

A Norway

» We expecemployment (register data) to continue upwards, andemployment(NAV &
LFS (AKU) to decrease further, at least the less volatile NAV registered data

» Retail saless on the way down to more sustainable levels but sales data has also been
WRAAUZ2ZNUSRQ o0¢e | KdzAS RSOfAYyS Ay alfsSa
LINE FSaaa 2yl fcansumptibonofigaoBdas Kefik apdar better but will very
likely come down the coming months and quarters as more will be spent on services, an
abroad (especially in Sweden)

Sources: Bloomberg. SB1M est. in brackets. Key data are highlititeethost important in bold
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A majority of countries are reporting more cases again ____COVID-19, New Cases
1::jays (l;edrs;ancsé) Now & pre\;ioiss week Ia?st
) -500 0 500 1000 1500 2000 50 @ 50 100 week
A 26 countries reported more castsst week, most of them Latvia E— 1805 . 39 Latvia
in Eastern Europe, but even some countries in Western S = e —— EREER
Europe, like UK, Germlany France Denmark]\mm/ay Al 1 oo -~ S Somania
However, jusit KS ! Y KU NBWest, Wil NP2 dz0 f & Q A YK o . oK i
more hospitalisations agaidust 15 countries reported Bulgaria — 746 . 44 Bulgaria
Slovakia e x 588 ® 45 Slovakia
fevver—mses Ireland e * 542 . 15 Ireland
. . . . Turkey e * 472 » -6 Turkey
A A Delta+ variant is around, but the main problem is low hustra 0 . 49 pustia
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The UK is reporting more hospitalisations agagand Europe has flattened

Hospital occupancy COVID-19 Patients in Hospitals
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SB1 Markets/Macrobond SB1 Markets/Macrobond

<Denmark 21

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
7.5 1% change vs. Dec 19 - 7.5 130_Ex. auto, volume, 2014 = 100 . 130
50- 22 120 HSBM1 estimate Retail sales -120
. ﬁ | L
25 N\ 34 ] 110 110
‘ ~/ 100 - -100
0.0 +— —- S —Retait—— 0.0
_/—/_/ sales 90 - - 0
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5.0 - Ny - 50 70- - 70
7.5~ - 75 60 - - 60
-10.0 1 --10.0 501 - 50
12.5- --12.5 2- IJPA\ A- 2
-15.0 - ' - -15.0 Ojlvrvm %1 0
2- -2
ATE A e R el 1) 4] Dev. from trend, % [ 4
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SB1 Markets/Macrobond/CPB SB1 Markets/Macrobond

A Retail salesose in August, but has flattened since early spring as demand is on the way down in several DMs, and EN
still fighting with the virus. The level is approx. 3%2 % up vs th@gmdemic level

A Manufacturing productionstagnated in August. The level is some 5% above th@gmdemic level
A Global foreign tradepeaked in May and has fallen slightly thereafter. The level is still well above thEpdemic level
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The upside potential is large for Emerging Markets

Retail sales volume

Manufacturing Production

20 4 % change from Dec 2019 - 20 154, change from Dec 2019 L/China 11 |
World SB1M 5
Nor x oil
%related 4
Norway 7 <ltaly 3
China 5 KSweden 2
UK 5 \South Korea 2
<EMU 4 USAO
{World SB1M 3 Norway 0
<EM x China -2 \EMU -1
r\Spain -1
s WUK -2
“‘France, -2
--10 \fJapan -3
\\Germany -7
15 - 15 L l\‘lgr oil related -14
J M M J S N J M M J J M M J 8 N J MM J S
19 20 21 19 20 21

SB1 Markets/Macrobond

SB1 Markets/Macrobond

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 down but not weak

10
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Global airline traffic still down 19% vs the 2019 level
In the US, traffic fell slightly in August but is now slowly recovering again

World Commercial flights USA Airline passengers
150 - Flights, '000 - 150 10 7o change from Feb-20, seas ad;. - 10
125 . 2019 125 0 US DOT, TSA data P 0
100 = -100 104 L
2021 -15.2
75 T~ - 75 20 - 1110/2021
50 4 - 50 230 - L 30
251 2020 ® -40 - T
0 0
20 “Change yly i 20 -50 4 - -50
0 : 10 0 -60 - - -60
201 21vs'9 " 20 70 - L -70
40 1T --40 -80 - - -80
-60 --60 -90 + - -90
-80: 2020 vs. 2019 :-80 -100 - o o o ~F-100
1 31 61 91 121 151 181 211 241 271 301 331 361 JAJOJAJOJAJOJAJO
Days 17 18 19 20 21
Flightradar24 SB1 Markets/Macrobond SB1 Markets/Macrobond

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 dealining bynatleast 1 pp Nés O 2 ¢
week

11
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PMI very likely recovered further in October
We estimate a X 1.5 p lift in the global composite PMI to 54.2, signalling a 4% growth pace

Global PMI vs growth PMI Composite
62 4 -9 70 -70
60 - GDP q/q -8
annualised L
55 - 7 USA57.3
— - 6
56 - . 5 <World 54.2
541 I 3 \Japan 50.7
52 - | i
-2 40 - 701 -40
50 L 65 -
d L 60 - JUSA57.3
48 0 301 -30
46 - -1 <World 54.2
--2 S0 NJapan 50.7
44 L3 20 - 45 - L 20
42 404 ‘
-4 JJAJOUJAUJO
40 - -5 10 - 20 21 =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 PMWas better than we initiallagssumed in both Aug & Sept, as Emerging Markets fared much better than the rich part of the world, at least
m/m change in the PMI. We do not yet have any PMI from EMs but have assumed another increase in these surveys in October
A However, the PMIs in thech part of the world very likely rose topas a further downturn in the EMU was more counterweighted by in increase in US, Uk
Japan and Australia. The manufacturing sector reported slower growth (but still very high growth, while the service deetoo\rived further)
A Taken together, a significant lift in the global PMI in October, b5 p to above 54, signalling a 4% growth pace in thieagleconomy
A Supply chairproblems are escalating. The delivery times index shot up again, to another ATH
A Pricesare rising faster again. The composite PMI price index for rich countries is up to the same level as the peak in 2008

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 12
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Manuf. output growth is slowing tdbelow par, as delivery problems escalate
While order inflow is still growinfasterthan normal. Current capacity is (b)reached

Global Manufacturing PMI Global PMI Manufacturing
- 60.0 70 - 70
-57.5 65 - Delivery times
| [Total PMI 65.0
53.8
- 1 - 60
~NOutput 51.3
-47.5 - 55
- 45.0
425
- 40.0 49
1.55 Orders - output g@ 40 - L 40
0.0 - 0.0 35 | -35
1.5° ~15
-3.0 1 --3.0 30 - - 30
10 11 12 13 14 15 16 17 18 19 20 21 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The current capacity is more than reachethe question is of courslow much is capacity (transitory) impaired by
the fight against Covid9? It is impossible to know before after the fact

A However, problems are most acute in Western countries where demand for goods have been much higher than norm:
CKFEG YIFe AYRAOIFIGOS GKS Wy2NXIf Q OF Ldenthhdifar godda is gk@ptiondlls O S &
strong¢ of course buoyed by exceptionally fiscal and monetary policy measures during the pandemic
» An example: US import volumes are 10% above theppredemic level (however below the 20138 trend path, import fell during 2@®)

13
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The global PMI price index up again, close to the 2008 peak level

Prices idlices up in October, both manufacturing & services, input & output prices
Gobal Manufacturing PMI Prices

jo' F6: OECD Inflation vs PMI prices
> ? 80 - Change % yly - 6
70- f’ . G7, OECD data
65 -1 | [ 55 75 F
60 - C53 <
55 - AA /‘m r/\/ / ~51 70 4.3 ]
> v VY - 65 - Total CPI ->
45 - C -3
-45
40 - " 43 60 - Inflation target
351 <-'Input Prices al Y LAY O .Y T2
30 “39 55 1
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 50 -1
: . —— 0
Global PMI Services Prices 45 -
75 - <=Input Prices 75
40 - --1
70 -
65 35 - -2
98 00 02 04 06 08 10 12 14 16 18 20 22
60 - SB1 Markets/Macrobond
55 -
50 1 A Companies world wide are reporting price increases far above norme
W levels, and actual inflation prints will remain elevated for months (at
45 least annual growth rates)
40 Output prlces SB1M calc '40

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
The last services PMI priced based on preliminary

PMis from EMU, Japan, UK, and the US 14
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The US challenge: Prices are soaring all over the place
C2NJ) 322R NBlazyas CSRQa t2¢Stf SELINBaasSRrR :

USA PMI/ISM Composite Price Indices

90 - -90
80 - = Markit PMI Input 78.4
~ISM input 78.2
70 - ~Markit PMI output 69.8
60 - - 60
50 -} 50
40 - - 40
30 - - 30
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SB1 Markets/Macrobond

A ISM has not yet reported October data

15
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Beige book: Growth slowed slightly tomodest to moderatepace
The Delta variant has slowed growth but resource/labour shortages, wage/price pressure don

The Fed vs the market A Growth decelerated slightly tomodest to moderate pacégfrom
3.0 L 30 moderate pace in the last report) in most districts past six weeks,
FOO2NRAY3 02 UKS CSRQa MH RA&UI
increased concerns due to the Delta variant, supply problems, and

2.5- - 25 . e o
labour shortages were mentioned as reasons for decline in activity.
20 FOMC mediah L 20 » 2 districts reported strong growth (down from 3 districts 6 weeks ago)
fcast » 10 districts reported modest to moderate growth
1.5 } - 15 A Demand for leisure/hospitality serviceBave slowed as the Delta
variant cases increased (Our comment: The virus is now on retreat).
10- o~ L 10 Auto saleswvere weaker due to supplgide issues
ar . . .
ols A Manufacturingreported aboveaverage growth, despite supply chain
0.5 _| - 0.5 challengesConstruction activityaried, but was on average
unchanged or slowed to some extefither sectors/activitiesgrew at
0.0 ~ 0.0 a slight to modest pace
A Most sectors are reporting further growth @mploymentbut growth
0.5 --0.5 is slowingg anddifficulties attracting qualified workers persisted, and
16 17 18 19 20 21 22 23 24 some firm reported cutting production due to lack of labour
$81 Markets/Macrobond A Wage inflationaccelerated and many districts are seeingugmard
A New signals from the Federal Reserve due to the Beige book? pressure on wage#\ growing number of firms offered signing bonuse:
» Tapering announcementDelta problems are still present but will subside, and and |_ncreased_wa.g_es _ _
growth in US is low limited from the supply side, not the demand side. The A Inflation was significantly elevated. Withervasive resource shortages,
inflation target is more than met, and there has been progress towards the input prices pressures continued to be widespreltiny businesses

maximum employment rate. The Fed could go ahead with a November tapering

decision, reduce bond buying in December (and stop buying by Jun/July) were able to pass along costs to the consumer as demand remainec

tron
» The Fed funds ratéVhen will the Fed start reflecting whether the maximum strong L .
employment target may be/or could soon also be mefignalling that the A In sum:The reports out of the 12 districts are slightly more subdued
interest rate may be lifted too? Or start reflecting on the risk for inflation than the previous reports, but growth is still satisfactory. The fact that
becoming too high for too long? The Bank should have startedgwmd the problems are largely supptirivenc and still escalating should

acknowledge that an expansionary monetary policy how may counterproductive. ; ; : oy :
Will Powell send a signal in November. Most likely, he will try to tread water, just underpin that a demangupporting policy is not necessarily the

perhaps until the Dec FOMC meeting. The market expect the first hike-22Q2 best tool and can be moderated 16
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Manufacturing production down in Septembeg level on par with Fel20
Th auto sector tdlame, off course down 29% vs Feb0!

USA Manufacturing production USA Industrial production
110 {Index - 110 10 - o - 10
Feb 5\ 100 hange from Feb 20, %
105 + -105 5- | Business
100 - 100.0 A\ [ | dupments
0 1 7 =
95 - - 95 / F 7 v >/
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90 - - 90 i //- <Durable cons gds -4
85 - 85 -10 - / --10
80 - - 80
-15 - --15
3 1" Growth' m/m; in % -3
| i -20 - --20
1 -1
4 - -25 - --25
14 <m/m -0.7
- = _30_ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ =
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SB1 Markets/Macrobond SB1 Markets/Macrobond

A Manufacturing productiondecreased 0.7% September, expected up, 0.2%, and August was revised dovinh from +0.2%in sum 1.5% _
weakt?r th?n assumed. Productionisunch.from-keb > I y R U0KF0Qa |y Sl &ae 0O2YLJI NRA & 2afe0MxK S
2019 level!

A The weakness in September was broad but the auto industry cut back production sharply, bgul88 supply challenges of caer. Hurricane
Ida did also contribute on the downside in September

A Total industrial production including utilities, mines/oil productioell by 1.3%, expected up 0.2% (and the hurricane was even more importa
vs total production, less oil in the Gulf area). August was revised down

A PMI/ISM and all other surveysignal a continuedtrongrecovery
A Capacity utilizatiorfell a little in Aug/Sept, but remains above average. The ISM survey reports a record high utilization, check next pagé
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Housing starts, permits down in Sept, still above gpandemic level
Starts have flattened, permits are down from a higher level in early 2021

USA Housing permits, starts USA Lumber 1st pos
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A Hgilusing startdecreased to 1.52 mill in Sept , from 1.58 mill in August, expected marginally down from the previously reported
mi

A Building permitsfell too, to 1.59 mill, fromrose to 1.73 mill, up from 1.63 mill. in July, expected slightly down

A Starts have flattened in202L | YR o6F NNAyYy 3 &a2YS adNRy3a Y2yiakKa t10S WunkSlt
up vs. the prepandemic level. However, given the incredible strong existing home market, and soaring prices, starts shoalllg nor
have strengthened further, amid still very low mortgage rates and a recovering economy

A Supply & capacity problems and higher castthe building sector may explain the lack of response. However, those constraints r
be easing, at least lumber is available at a far lower price than in the late spring 18
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Existing home sales rose more than expected in September
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A Sales okxisting homegumped to 6.29 mill.gnn rate) in September frorB.88 mill. (ann. rate) iAug, expected up to 6.00 mibales are down
7% from the local peak last autumn, but are almost 20% above thpgmdemic level

A Sales are no douliept down due tca very low inventory of unsold homedowever, there are reports on buyers becoming more cautious
following the steep rise in prices, and households judge the timing is very bad for home buying

A The inventory of unsold hometell marginally in both Aug & Sept, and the level is close to the lowest ewer equals just 2.3 months of sales.
During the 2005 boom, thigs ratio was 4 months, in bad times is at 10 monfAise median time at the market is just 18 days, down from 30
days before the pandemic (and 120 days in 2011)

A Pricesrose 1.2% m/m in Sept, the fastest rates since April. Still, the annudethterther, to 13.1% from 14.9%
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Existing home prices still on the way up

Existing Home prices
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» The annual rate fell to 13.9% from 14.9% 20 2
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prices are rising extremely fast, even after adjusting for
the decline/slow growth last spring 20
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Budget deficit slightly wider in September, at 9% of GDP
Spending is more than 1.000 bn above the-pasmdemic level (5% of GDP), revenues far less
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A Federal expense® USD 568 bn in Sept (seasonally adjusted), equalling 30% of (monthly) GDP. Spending is some 8% of GDP
before the pandemic mostly due to income security spending, and transfers to states

A Federal income rose to 332 bri9% of GDP and covering just 59% of the expenses. Revenues are just up 3% of GPD mostly du

higher tax payments from households that earn much more than before the pandemic

A The actuatleficit was at USD 62 bn in Sept, expected USD 59 bn. Theasidsficit equalled USD 174 bn or 9.1% of GDP. Over th
past 12 months the Federal deficit has equalled 12.3% of GDP

A TheFederal Reserva a

adAatt

odz2Ay3a 3I20Qi

that actual printing has slowed recently, due to the debt ceiling)
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Inflation a taddown in Septembeibut monthly increase still too high
Total inflation down 0.2 pp to 3.0% & core down 0.1 to 2.9%¢ 0.2 pp below consensus

UK CPI
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A Inflation is far above the 2% inflation targefollowing
UKS auSSLI NAaS AYy UKS | yyd:
subsidies fell out of the annual rate

A Transport has lifted CPI by 1.1 pp9t2and cars are
sharply up, as are fuel prices (both-18%)

A Residential energy prices are up just up 2.8% yly, and
the total energy bill is up just 109&and prices are lower
than in 2019

A However, other prices are on the way gand Bank of
England is worried and have clearly signalled than rates
may soon be hiked

22



K]
SpareBank €

MARKETS

Swedish house prices up 0.5% in Augg$tace is slowing but level still elevatec
The annual price growth has fallen to 13%, from the peak at 19%

Sweden Apartment prices
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A The annual price inflation fell to 12.5% in September from 20- /N :ﬂ
13.4% inAugust.In April the rate was 19% (as prices fall last |’ ) i
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» The underlying price growth (3m/3m) has slowed to just 3.2% 0
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Signals growth well above trend the coming months, broad based
Norway Manufacturing activity Norway Manuf. orders vs production
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AtKS O02YLRAAGS AYRSE A flltd 88.inMa frow 1 §2igeuv up frodz8) we BxpeczNad iBctease u
to 12. The level is 5 p above the average (or +0.7 st.dev abhaydown from 0.9 Q2)
» The index signals growth well above trenghmduction 3%2 GDP growth and a 20% growth in expected corporate (OSEBX) earnings

A Orders are growing rapidly but not faster in Q3. Foreign orders are now increasing faster than domestic orders, and ol
related industries reported a recovery

A Supply constraints the most serious since 2008. Demand/competition is far less of a problem than normal

A Companies are reporting they expect prices to rise faster than ever (data from 1990) on
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Limiting production: Supply factors far above average, demand far below

14 AF 6S 6SNB AYy | 022YAy3d SO2y2YeéX
Norway SSB manufacturing survey Norway SSB manufacturing survey
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A More companies are reporting supply side factors as limiting production, up to the highest share since 2008
» More companies are reporting that lack of raw materials/electricity as a limiting factor than anytime before
» More companies are reporting supply of labour and plant capacity as limiting factors than since 2008

A Far fewer companies than normal are reporting lack of demand or competition as limiting factors. The share rose in Q
just marginally, from the lowesgvel since 2008

A No demand crisic and it never was during the pandemic
25



Labour shortages further up, but still far below the 20qfak
Manufacturersand other sectors reports very aggressive hiring plans

Norway Labour shortages
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survey signals strong employment grovetiat the
fastest pace since 2008
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Norway Manuf. survey, Employment
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Norway Manuf. survey vs GDP Norway SSB Survey vs. OSEBX EPS
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A Our simple ERBodel is not perfect when oil prices are volatile

27
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FRAs: GBP rate expectations 25 bps last week, 75 bps past few weeks
The BoE will hike in November or December? ilichike 2 or 3 times next year?
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Still mostly negative surprises but not more last week either
Some signs of stabilisation past 3 weeks, perhaps has expectations adjust

Citi surprise index
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PMI very likely recovered further in October
We estimate a X 1.5 p lift in the global composite PMI to 54.2, signalling a 4% growth pace

Global PMI vs growth PMI Composite
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A The global PMWas better than we initiallagssumed in both Aug & Sept, as Emerging Markets fared much better than the rich part of the world, at least
m/m change in the PMI. We do not yet have any PMI from EMs but have assumed another increase in these surveys in October
A However, the PMIs in thech part of the world very likely rose topas a further downturn in the EMU was more counterweighted by in increase in US, Uk
Japan and Australia. The manufacturing sector reported slower growth (but still very high growth, while the service deetoo\rived further)
A Taken together, a significant lift in the global PMI in October, b5 p to above 54, signalling a 4% growth pace in thieagleconomy
A Supply chairproblems are escalating. The delivery times index shot up again, to another ATH
A Pricesare rising faster again. The composite PMI price index for rich countries is up to the same level as the peak in 2008

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually I®/5gss than 31



Global PMI

Manufacturing PMIs down, services up in October

Global PMI
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A We estimate a ¥ p decline in theanufacturing PMlbut a 1.5 p

lift in services PMI

A The slowdown in the manufacturing PMI seems to be broad in

October too, but the level still strong in Ddyand EMS are
probably on the way further up

A Services in the EMU continued down but are still reporting growtt

well above trend

PMI Manufacturing
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Manuf. output growth is slowing tdbelow par, as delivery problems escalate
While order inflow is still growinfasterthan normal. Current capacity is (b)reached

Global Manufacturing PMI Global PMI Manufacturing
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A The current capacity is more than reachethe question is of courslow much is capacity (transitory) impaired by
the fight against Covid9? It is impossible to know before after the fact

A However, problems are most acute in Western countries where demand for goods have been much higher than norm:
CKFEG YIFe AYRAOIFIGOS GKS Wy2NXIf Q OF Ldenthhdifar godda is gk@ptiondlls O S &
strong¢ of course buoyed by exceptionally fiscal and monetary policy measures during the pandemic
» An example: US import volumes are 10% above theppredemic level (however below the 20138 trend path, import fell during 2@®)

33
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PMI Manuf. Suppliers' Delivery Times
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» OK, transport bottlenecks may cause the problem, but what if
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A The global delivery time®MI subindex(changes in delivery times vs the previous month) rose in both the US, EMU an
Japan in October and very likely globally. These survey data confirm company statements, and a surging stream of m
reports
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Both input & output prices climbed faster in October

PMI Manufacturing input prices PMI Manuf. Output prices
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A Both EMU and Usanufacturing industries reported trgteepest growth in both input and output prices ewer
October
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The global PMI price index up again, close to the 2008 peak level

Prices idlices up in October, both manufacturing & services, input & output prices
Gobal Manufacturing PMI Prices

jo' F6: OECD Inflation vs PMI prices
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The last services PMI priced based on preliminary

PMis from EMU, Japan, UK, and the US 36
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Services pick up steam agaims Delta retreats? Manufacturing down, still stro
The composite 57.3 level signals a 4% GDP growth pace

USA Markit's PMI USA Markit's PMI vs GDP
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A The composite PMI climbetl.7 to 56.8; expected up 0.2 p
» The manufaduring index fell by 1.6 p to 59.2, expected down just 0.2 p. Still, the level is of coursesstiiragh
» Theservices PMbained 3.3 p to 58.3, expected up 0.2 p. The level is well above average

A The Delta outbreak is easing and may explain the recovery in the service sector PMI. Companies reported they have
able to employ more people in October

A Pricesare still soaring, andcost inflation was the ® highestsince the composite index was introduced in 2009 37
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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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The US challenge: Prices are soaring all over the place
C2NJ) 322R NBlazyas CSRQa t2¢Stf SELINBaasSRrR :

USA PMI/ISM Composite Price Indices
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A ISM has not yet reported October data
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Philly Fed survey down in October, still far above an average level
Order inflow is still close to the best level in 40 years, and prices are climbing faster than in 4C

USA Philadelphia Fed manufacturing survey Philadelphia Fed Manufacturing survey prices
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A Thegeneral activity indeXell to 23.8 in October from 30.7 in September, expected 24.5 still above an average level of
10. In April, the index was at 60, thed Bighest level in the history (data back to 1968).

A Anaverage of the most relevant sulmdicesroseto 34 in October from 23 in September, or to +1.6 st.dev above
average (from 1.3 signaling growth above average

A The new ordersndex shot up 14.9 to 30.8 in OctobBelivery timesgrew sharply again, aridput pricesand output
pricesare still growing faster than in many generations
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Manufacturing surveys so far in October: 1 up, 2 down
t KAtfe CSR NRaS O60GKS | @SN 3IS 2F WNEBft SOOI yi

USA Manufacturing Surveys USA ISM vs. regional surveys, PMI
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EMU PMI weaker on supply chain constrair&svirus concerns
Weakest expansion in 6 montlgsupply bottlenecks and rising input and outpasts dominate

EMU PMI vs GDP
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A The composite PMiell 1.9 p t054.3 (expected down to 55.2), which signalk &6 pace of growth in GDP (or 0.4% per

quarter)

» 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 very decent levels. The German PMI fell to just 52, which does not sigygriostith

A Theservice sector PMiell 1.7 p to 54.7, expected 55.5

A Themanufacturing PMffell 0.1 p to 58.5, expected down to 57.0
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PMIs down everywhere, both in manufacturing & services

Still, economy is still expanding everywhere
EMU Manufacturing PMI
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Germany: PMI continued the fall in Octoberas services PMI plunged
The composite PMI &s down 3.5 to 52,expected down to 54

Germany PMI Germany PMI vs GDP
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A The prelim. manufacturing PMilecreased by 0.2 p t68.2, expected dowrb6.5 The auto sector is very likely to blame,
while supply constraints are still restricting growtland price pressures are weighing on sentiment

A The service sector PMéll sharply for the  month, down3.8 p t052.4, expected ab5
A The composite PMhow signals around 1% GDP growth, which is well below the German trend
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Germany: Growth in orders further down, while employment growth rose a ta
X tS@Sta INB adAiaftt 21

Germany Manufacturing PMI New orders Germany Employment PMI
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A Weaker demand for new autos in particular is drawing on new orders
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France: The manuf. PMI further down in Od&ter ¢ level still decent
The comp. PMI still signals 2.5% growth, which is not impressive following the reopening of s

France PMI France PMI vs GDP
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A TheservicesPMI was up 0.4 p to 56.6 (1.1 p above expectations), whilentneufacturingPMI fell 1.5 p to 53.5, 0.5 p
below expectations

A Reported demand is still strong but supjglyain problem is putting a drag on the manufacturing sector
A The composite index fell 0.6 p to 54.7, which was in line with market expectations
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UK PMIs up in October services PMI jumped to 58!
Supply constraints are still curbing growth in manufacturing iapdt cost pressures hit another AT

A The composite PMiose by2.4 p to 56.8, signalling &%
growth (but the precision is not that impressivéhe
market expected a print of 54

A The total manuf. PMivasup 0.6p t0 57.7
A Services PMincreased by2.6p to 58, expected down 0.9 p

A Employment growthremains near ATH, but firms cannot
find workers and wages are increasing, putting a pressure
2y o0dzaAySaasSaQ oz2udG2Y ftAYyS 47


























































































































































































