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Last week

The (remaining) virus story

A A majority of countries still report more cases but growth slowed in most of these countries last week. Eastern Europieias eoarstruggling, and hospitals
are overwhelmed but social distancing (and immunity through infections) will have to do the job, as people hesitate gedtiatpad

A UK reported fewer cases last week. Hospitalisation are falling most places or remain stabile at low levels. The riakfiarisisethat will slow the
economies in Western Europe or in US is very low. Mobil#tatdeat high levels

A The virus is on the retreat in Asia too, and mobility has recovered substantially

The economy, part |
A Global monetary policy

» Brazilhiked the signal rate by 1.50 pp to 7.75%, the largest hike in almost 20 years. Canada signalled it will end its QEngrsigamilking interest
rates earlier. Australia may abandon its Yield Curve Control policy, and the short end of the curve shot up late lasbbadlgk n@dre than half of the
interest rate cuts conducted last year are now reversed, thanks to some 30 Emerging Market countries that have startexidsiking

A China

» The Chinese PMlsublished so far are on the weak side but does not signal a sharp setback. The NBS survey reported a 0.9 p declingtoh®0.8, w
YIydzFl OGdzNAy3d &aSOG2NI Ay GKS WiSIFRQd al NJAGIQaA YI }fdzTI Oswmy\kkje;élﬁledlﬁ)ﬁOu?Ipt
signalling growth below somewhat par into Q4 as well. The steel industry reported an unusual steep decline in Octoltke ednitgruction reported
better (but far from strong) growth in orders

» Other Asian countrieseported far better manufacturing PMIs, on average, just South Korea signalled slower growth
A usa

» GDPgrew just 2.0% in Q3, somewhat less than expected. The decline in the auto industry reduced GDP growth by 1.5 pp. Aieaceppsegte
demand grew at a slow pace too. The Delta variant slowed the recovery in services. Business investments grew weakectishtoexpeices are of
course surging but at a tad slower pace than in Q2. Wage costs are accelerating, and a goveubsidiaito the corporate sector declined, we estimate
a decline in corporate profitand we expect more to come as the tight labour market lifts labour costs even faster than prices

» The Employment Cost Indeyrew 1.3% in Q3 (5.4% annualised), at the fastest g/q pace since 1991, and far above the expedd@P0.8 he annual rate
rose to 3.7% from 2.8%, the highest since 2004. In the private sector, employment costs grew even faster (1.4%/4% wg dhosin wage
indicators tell the same storyvage inflation has accelerated. At the present pace, at least 1 pp higher wage inflation than over the pastars, itd
far from given that inflation will return to 2%. In addition, given the tight labour market, a further acceleration innflagien quite likely

» Household spendingose andncomefell in September as Federal unemployment benefits were terminqtaald thesavings ratefell almost 2 pp back to
the prepandemic level. PCE inflation is slowing m/m as the core rose just 0.2%, as expected. However price increasesrarg f@odtie Fed has
fewer excuses left. Consumer confidence surprised at the upside. Households deem jobs very easit ttagatever before baeeasier

» Existing home price inflatiomave peaked (m/m) but the broad indices are still up;20% y/y. New home sales surprised on the upside in September.
New home prices are climbing at the same pace as existing home prices, and well above construction cost inflation,tefrahicigprices are surging
on record strong demand for homes. The inventory of new homes is very low, but more starts will help, over time
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Last week: The economy, part Il

A EMU

»

»

»

ECB tapersnoderately but the board postponed to December how to replace the EUR 80 bn/month PEPP programs that runs until March.
bank recognises that inflation will stay higher for longer, but expect a decline to below 2% in 2023, and given that foredasest rate hike
is out of question. Markets are not so sure, a small hiked is discounted by end of next year

GDPgrew by 9.1% in Q3 (2.2% not annualised), a tad faster than expected and than in Q2. GDP is still 0.5% belb® Itne Qi will
probably cross the line in Q4. Spain is the big laggard, down 6.6% vs thanatemic level, due to lack of tourists

Headline CPI inflatiosurged 0.7 pp to 4.1% in October, 0.4 pp higher than expected, and the core surprisingly accelerated 0.2 p to 2.1%. ¢
underlying core inflation is not that high, and as long as wage inflation remains moderate, inflation will not be a poslaldom§ while. So,

the ECB may be right. On the other hand, more companies than ever before plan to hike their selling prices, accorditiglioginess

surveyc that was among the best, growth wise too

A Japan

»

Manufacturing productionfell 5.3% in September following the 3.6% setback in Augomich of it due to a sharp decline in auto production.
Retail salesecovered some of the August decline in September but has been trending down recently, at least partly due-i® Oduoid
mobility has recovered substantially

A Sweden

»

Retail saledell 0.3% in September but are 7% above thejpaademic level. Business confidence remains very strong

A Norway

»

»

»

The no. of employeesose by 0.9% in September, according to payrolls data, antdRBAKU) confirm the strong trend. Tkenployment rate

is above the prgpandemic levelLFS unemploymertell by 0.2 pp to 4.0%, and would have been lower than before the pandemic if not for the
surge in theparticipation rate. NAV registered unemploymerf St f FdzZNI KSNJ Ay hOG26SNEX GKS 3IN) YR
down to 2.5%, well below the long term average, as expected. The inflow of new vacancies rose further,"fantimetvin row. Very likely, the
unfilled vacancy rate rose further in Q3. Still, wage inflation is not accelerating, according to the payroll stats

Retail salesose 1% in September, expected unchanged. A 7% lift in building materials explained half of the lift. Sales are sthsbaWder
long term trends in most branches

Credit growthwas stabile at 5.3% in September. Household debt grew less than we assumed, and growth is not accelerating. Growth in th
corporate sector debt is slowly increasing
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The Calendar: Fed will taper, BoE may hik@Baconfirm Dec. PMIs + US labour market

Time [Count] Indicator [Period] Forecast  Priof
Monday Nov 1
08:00GE |Retail Sales MoM Sep 0.4% 1.1%
08:3JSW [Manufacturing PMI Oct 64.6
10:0JNO |Manufacturing PMI Oct (58) 59.2
14:49US  |Manufacturing PMI, Markit OctF 59.2 59.2
15:0qUS |Construction Spending MoM |Sep 0.5% 0.0%
15:0qUS |ISM Manufacturing Oct 60.3 61.1
Tuesday Nov 2
10:00EC  [Manufacturing PMI Oct F 58.5 58.5
16:0JWO |Manufacturing PMI Oct (54.2 54.1
US |Auto sales Oct 12.45n 12.18m
Wednesday Nov 3
02:49CH [Services PMI, Caixin Oct 53.5 53.4
08:3JSW [Services PMI Oct 69.6
11:0JNO |House prices, MoM, s.a Okt (0.4% 0.2%
11:00EC  [Unemployment Rate Sep 7.4% 7.5%
13:13US [ADP Employment Change Oct 400K 568K
14:49US [Services PMI, Markit OctF 58.2 58.2
15:0QUS  [ISM Services Oct 61.8 61.9
19:0qUS |FOMC Rate Decision (Upper B)Nov-03 0.259 0.259
Thursday Nov 4
08:00GE |Factory Orders MoM Sep 19% -7.79
10:00EC  [Services PMI Oct F 54.7 54.7
10:0JEC |Composite PMI Oct F 54.3 54.3
10:00NO  [Deposit Rate Nov-04 0.259 0.259
11:00EC [PPI MoM Sep 2.3% 1.1%
13:0JUK [Bank of England Bank Rate Nov-04 0.1% 0.1%
13:3qUS |Initial Jobless Claims Oct-3( 278K 281K
13:3qUS  |Productivity 3QP -2.5% 2.19%
13:3JUS  [Unit Labor Costs 3QP 5.6% 1.3%
13:3JUS [Trade Balance Sep -$75.00 -$73.34
16:0JWO |Composite PMI Sep (54.1 53.0
Friday Nov 5
08:0JGE |Industrial Production SA MoM |Sep 1.0 -4.09
08:49FR  |Manufacturing Production MoM|Sep 0.4% 1.1%
11:.0JEC |Retail Sales MoM Sep 0.3% 0.3%
13:3JUS [Change in Nonfarm Payrolls  [Oct 400K 194K
13:3JUS |Unemployment Rate Oct 4.79% 4.8%
13:3qUS  [Average Hourly Earnings YoY |Oct 4.9% 4.6%
13:3qJUS [Labor Force Participation Rate [Oct 61.69
Sunday Nov 7
CH |Trade Balance Oct $67b
CH |[Exports YoY Oct 28.19
CH [Imports YoY Oct 20.09 17.6%

A Global economy

» The preliminary indices suggest at further lift in tilebal composite PMin Oct, signalling growth above trend.
The output component in the manuf. survey probably fell further, due to lack of suplreers are still
growing at a fast pace. However, services recovered further, as the-Cowvighs beaten back. Emerging
Markets have been picking ups steam since the summer, and we expect more to come Oct. Delivery times a
surging, as are input and output pricesignalling that prices pressure from the supply side has not peaked yet

» Many countries will report Ociuto saleshroughthe weekg and we @ not expect any recovery, based on
reports from major manufacturers. The supply side squeeze has not eased

China

» Exportshave so far been very strong, the level is far above theparedemic growth trajectory. whilemports
have sagged recently. The latter may indicate a slowdown in domestic deqnahith Chinese data confirm

USA

» TheFederal reservevill formally announce the plan for scaling back the QE program. The bank may start
tapering immediately or in Dec, and finish by June/July. The bank will also acknowledge the risk for inflation
be less transitory than hoped for, and it should recognise the uncertainty on how far the US is from maximun
employment. The bank would then signal that the Fed funds rate might be hiked earlier than so far assumed
(which the market has not discounted, a start in in Q2 or Q3 next year)

» Thelabour market reportmost likely will confirm a further tightening of the labour market. The participation
rate is the most important figure alongside hourly wages. The growth/inflation outlook is digithalut a
substantial recovery in labour force participation after the termination of the temporary unemployment benefi
programs in early Sepgiven the current strong demand for labour. The NFIB (SMBs) will also report the labot
market part of its October report, lack of labour, hiring & compensation plans

» GDP data suggests a declinginductivity in Q3, and a substantial lift imit labour cost¢ the main (and
almost only) driver of inflation over time

EMU

» Retalil salesare expected further up, at a modest pace, while country reportmanufacturing productionwill
reveal continued problems in the auto sector

UK

» Will the Bank of Englandhike the bank rate? Economists do not think so, but the market has moved towards a
hike at this meeting. If not in Nov, then in Dec

Norway
» NorgesBang A f f y 20 KA 16SSdAESSRWQ YIS SiiKASy WAy ¢ KdzZNERF & 0o
not leave any doubt vs the planned December hike. No press conference is planned

» The flow/inventory balance at thkousing marketsuggests a rapid increase in house prices, both in Oslo and ir
the rest of the country. However, higher interest rates weights on the downside. We expect a modest increa:

in house prices in Octobegources: Bloomberg. SB1M est. in brackets. Key data are highligteethost important in bold 5
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A majority of countries are reporting more cases again ____COVID-19, New Cases
500 0152%8 5%?:%583 2000 ow 50& P;)e‘;ioag% We160k0 I":St k
A 26 countries were reporting more casif® last week too, Lt eeee——e 1818 e 1 lava
but growth has slowed substantially. Most likely Eastern L huania E— 175 fie °9 Litania
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The UK is reporting more hospitalisations agagand Europe has flattened
Some Eastern European countries have trouble, as far too few are vaccinated

Hospital occupancy
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COVID-19 Patients in Hospitals

1750 - ; - 1750
Per mill
Bulgaria
1500 - - 1500
1250 - - 1250
Lithuania
1000 - Bulgaria 985
750 - ¢$Hhuama639
UK 132
500 - 7MUSA 131
- -==" |
SA |
250 A /Spain 39
/Denmark 29
04— —_|<Norway 22
M

A However, most Western European countries report fewand quite fewc hospitalised persons
A The only risk now: A new vaccine resistant virus mutation

SB1 Markets/Macrobond
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US mobility recovers, Europe/Nordics stay more home due to the temperatur
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 flattened, global trade is sliding down

Now Emerging Markets demand for goods is recovering, while rich countries are heading dow

Global Retail sales, industrial prod. & trad

Global retail sales volume
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A Retail salesose in August, and very likely in September according to our initial estimate, up 4% vs.-fangesnic level

A Manufacturing productionstagnated in August and September mostly due deep cuts in auto production. The level is st

5% above the prpandemic level

A Global foreign tradepeaked in May and has fallen slightly thereafter. In August, trade volumes were flat. The level is st
more than 5% above the pfgandemic level
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DM demand for consumer goods have peaked, EMs are recovering from a Ic
The upside potential is large for Emerging Markets x China, and the recovery has started

Retail sales volume Manufacturing Production
4.9 - - L i
20 % change from Dec 2019 20 15 % change from Dec 2019 China 11 |
Us 15 /World SB1M 5
- /Nor x oil
related 4
‘ b No.rway 7 jltaly 3
China 5 ~Sweden 2
:]L South Korea 1
~— M EMU 4 \USAO
World SB1M 4 \Norway 0
/ ‘ \EMU -1
EM x China 0 | \Spain -1
- -5 WUK -2
TfFrance, -2
--10 _\Germany -7
154 B L | Nor oil related -14)
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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 very likely underway

A Manufacturing productionis still drifting upwards, most placeas,t growth has been hampered by a deep decline in auto
production The manufacturing PMIs are down but not weak
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Global airline traffic still down 19% vs the 2019 levebut the gap is trending in
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 o 125 o LUS DOT, TSA data/_/wr 0
_...._/-u-"""""/—v ——— N\
100 - 100 ol I
75 - 2021 . 75 -15.8
N~ -20 4 1110/2021
50 4 - 50 230 - L 30
251 2020 ® -40 - T
0 0
20 “Change yly i 20 -50 ~ - -50
0 : 19 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
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FRAs: Even EUR & SEK rates rose sharply last week
GBP rates continued upwards last week too and a first hike this week is now fully discounted

Dec 22 3m FRA rates Dec 23 3m FRA rates
2.00 L 2.00 2.5 - 25
1.75 <NOK 1.80
2.0- NOK 2.03
- L N
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1.004 P GBP 1.41
' USD 0.87 i L
0.75. U 1.0 V,,J’f 1.0
0.50+ i 0.5 L 05
25- - 0.2
0.25 0.25 . | FEUR 0.16
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-0.5- --05
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A In 2022, 4 more hikes are discounted in thed Bt then the curve flattens! No more hikes in 2023!

A In the US, the Fed is expected to start hiking between May and July nexg gedithen at least another hike in K1
and a Fed funds rate at 1.3% at the end of 2023

A SEK rates shot up by up to 25 bps is one go last week! Market expect the Riksbank to start hiking late next year

12
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A steep increase in short term rates almost everywhere last week too
X 0KS tSFad Ay '{5% bhYZI Wt kK ® ¢K2aS R2gY

TheAustralianRBAprobablycontemplatesto

2 y swap rates abolishthe YieldControlCurvepolicy. The 2 y rate
35 rose by 60 bpsn the week(but the AUDwas
’ keptin chech!

3.0 The CanadiamBoCwill endits QE program and
- signalsearlierrate hikes The 2 y up 35 bps!
- 28

NTD 335 | 2y swap rates
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GBP 1.22 SEK  mmmm o 18
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USD 0.69 ‘ EUR m e 10
4 usD - ° 7
NOK | ° 6
Trad. part 0.16 JPY S O O B 0
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""iiEUR -0.23 B Last week ® Last month
B '05 SB1 Markets/Macrobond
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SB1 Markets/Macrobond

13



K]
SpareBank €

MARKETS

Mixed manufacturing PMIs in October, in average
X 0K2dAK adAiaftt o0St2¢ pmi YR YINBAYLFff& o0

China Manufacturing PMI China PMI vs manufacturing production
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A TheNBS/CFLP manufacturing PMtclined 0.4 p to 49.2, expected up 0.1 p. The level b&8amwthe average since 2012, and it has been lower just once si
2012, barring the full stop during the Covi@ outbreak last winter. The decline since early 2021 is also substantial, ameltimel 2018 slowdown
A On the other handa I NJ| A (r€ravereddurther, by 0.6 p to 50.6, expectach The level is 0.6 @bovethe average since 2012. Thetput indexfell still
fell 0.2 p to 48.8, 1.8 pp below average
A In sum, the two indices were marginally better than expected, in average up 0.1 p
» ¢KS b.{ adz2NBSe Aa Y2NBE O2yOSyiNIGSR @ga tINHS adlrdS 26ySR O2YLIyASasz alNJAGQa @i
A¢KS b.{ adNIBSe NBOSANESR OYRMNI OGARYSWiya (IKS] 3 KRNSESoSDPOE DY dZNK Y F | & §
imply a contraction but rather growth just slightly below trend, at somec33%0. However, the correlation is not that close
14



Asia PMI

Rest of Asia: Manufacturing PMIs broadly up, just South Korea down
Signals that activity is gaining speed again following the virus setback during the summer

Asia Manufacturing PMI
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A 9 PMIs are at or above the Side (from 6), 2 are below
(from 5)

A Indonesia, India & Taiwan in the lead. Vietnam rose

S

harply to above the 5line

A The average x Chinagbovethe average since 2012
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PMI Manufacturing

Dev.from 50 & change last month
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b2g A0Q& WLaptGoitdek jbireed thelp&rty, wages ARE on the wa
Employment costs rose at 5.7% pace inthe prida® Ol 2 NJ AY voIX (UKS KA-Z

USA Employment cost index, private sector USA Employment cost index
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A TheEmployment cost index for all civilian workersvhich measures wages and other wage costshiersame types of jobs (and is
not influenced by changes in employment between sectors/type jalose by 1.3% g/q in Q8,5 pp (!) more than expected, or at a
5.4% annualised pace, the fastest since 199 annual rate shot up to 0.9 pp to 3.7%, highest since 2005
» In the private sector, the ECI rose by 1.4% qg/q, and it is up 4% vyly, the highest rate since 2003
» Wages & salaries in the private sector is up 4.6%hjghest since 1988Benefits are up just 2.6 (and the sum 4.0%)

» In general, low paid services reported the highest wage growth, both g/q & yly

A All other wage indicatorshave reported higher wage growth for a while. Now even the ECI followed suit 16
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Now all wage indicators are reporting higher wage inflation
The ECI is still reporting the lowest annual wage growth

USA Wage indicators Wages/labour costs - 2 y avg
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A All wage indicatorsare reporting faster wage growth, and all reporting wage growth well above the average recent years, also if
we apply a Z/ear average growth rate, to exclude the impact of changes in the first part of the pandemic (chart to the right)

A Wage/earnings/compensation is kast 1 pp above the 10 y averadéere is an obvious risk thatage inflation will accelerate
further (check next page) probably until the next recession hits as the labour market is extremely tight

A Over the past 10 years, inflation has been close to 2%, and well above 2% if calculated over a shorter period

A It will be a challenge to keep inflation at 2% if wage inflation remains at 4% or above. However, profit margins wilyprobabl
decline substantially from the present very high level, leaving room for higher wage inflation without higher price inflation

17
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A More companies than ever before (data from 1986 though) are reporting that they have lifted otpli#hsompensationover the next months, as
they never before have been so unable to fill positions (the correlation is incredibly tight)

A Thevacancy ratefell in August but remains extremely high

A The correlation between these two variables, and the median wage growth is rather close, with vacancies aedgilrmsy & 12 months IF this
correlation holdswage inflation will accelerate substantially from the present lewshich already is high enough vs. the 2% inflation target

A28 R2 y2i( 1y26 Cha

/ Qa ¢3S FT2NBOI ada

o dzi

S | aadzys

(and the price level to deviate even more from a long term 2% path). However, the Bank could impossibly not have fexteage igrowthanything
close to what companies now tell or even less what the current tightness of the labour market signals

18
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GDP grew just 2% in Q3, dragged down 1.5 pp by the auto industry

Services were somewhat affected by the Delta outbreéster growth in Q4 very likely

USA GDP GDP
105704 2019 = 100 105 10 <% change from Q4-19 - 10
100 v
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A GDPgrew by 2.0% annualised in Q3 (0.5% not annualised), down from 6.7% in Q2, expected 2.5%. The GDP level is thd%@4b
19 levelc but still some 2.8% below the prgandemic (2.4%) growth trend, as services still operate far below normal level
» D5t A& dzLJ 2dzald nodg: FYR Al o AasitreqoirBs Weyrodth pade @4 2 3ISG (2 CSRQ:

A Private consumptiorslowed as auto sales fell shargljput other parts of goods consumption slowed too, business investment gre
just slowly and housing investments fell furthBrofits may have fallen as subsides were cut back, and wage costs grew faster

A The EMU Q&DPeapfrogged 9.1% in Q3 (2.2% not annualised), andjépevs US narrowed to 1.9% vs the I¥starting point.
Calculated per capita in working age, the difference is even smaller

ékezxX
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National accounts corporate profits may have stalled in Q3
Less subsidies but also a fast growth in the wage bill to blame

USA Corporate profits USA Corporate profits
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A We estimate a 4% decline in domestic corporate profits in Q3 (data are not yet published)

» The main reason is a decline in government subsides (or in the producictaxesidies payments). The government support tgpooates on
the chart to the right is the difference between normal product tagesibsidies payments and the current
» Wage inflation is accelerating sharply. The wage bill rose by 9% (annualised) in Q3 (domestic corporate sector). Hondsgticompést have
increased by some 4€%6% (which is in line with what wage indicators report)
A The profit shareys. GDP, corporate GDRYy likely fell in Q3. We expect a further decline the coming quarters, whatevel

Fed does to counter the inflationary pressures
20



K]
USA SpareBank o

MARKETS

The profit share peaked in Q27
Ourestimatesuggests so. Subsidies are reduced (and more to come), the wage bill inflates

USA Corporate profits vs unemployment

20 { 5o mbst N SN O A Prices are increasing at an
omestic industries . .
S [ITeR S o N incredible pace but so are wage
1844 B&- o R i costs, and government support is on
Ao [ the Way down
16 P U R DI A

A Whenunemploymentfalls below
5%¢ 6% companies have normally
been struggling to keep their share
of value added; as their employees

are getting the upper hand
Viy Y Npew™W » Unemployment is now at 4.8%, and
10w N other indicators (especially vacancies)

suggest that the labour market is even
81\t o)\t tighter than the 4.8% signals

» Thus, it is quite likely that the profit
6 A Y R e N share is headed downwards from here

2 ‘WhenunemploymEntfa”S ....................................................................................... L 2
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All data are not yet published, and the Q3 numbers is just our estimate
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Strong order inflow in September toq except for aircrafts, autos
Investment goods orders are trending up, signalling further growth in business investments

USA Durable orders USA Capital goods orders vs S&P500
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A Total durableordersfell by 0.4% in Sepexpected1.1%.The volatile aircraft orders declined by 27%, dragging down the headline by 1.5% (b
aircraft have recovered well from the downturn last year). Auto orders fell bytaking the total down by 0.5%. The declineauto orders is
very likely due to the lack of supply of cars/component shortages

A Core ordergex aircraftsdefence) were flat, and in line with expectations. The trend is strong.
» |l Redzad SR F2NJ I dzii 2 2 NR S alEthelirén8 is avdtildtronger! O2 NS NBaS o0& ndrte:
A Coreinvestmentgoods ordersvere up 0.86, and the trend is still straight up

A Order inflowis far above prepandemic levels, especially for investment good orders and surveys are still strongly hinting a furtheeitieeeas
coming months
22
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Household income down on lessempl. benefits, spending up 0.3%
The savings rate backtothe ptdl Y RSYA O t S@St odzi GKS Wgl f €

USA Private consumption USA Household income & spending
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A Private consumptiorrose by 0.3% in real terms 8eptember asexpected(spending rose 0.6%, also as expected). Consumption in real terms have slowe
substantiallyMarch and rose just 1.6% in Q3. Consumption of goods is trending back to a more normal level while services are on thet sy well
below the prepandemic level-(.4%) and far below the pygandemic trend growth path%%). Services have been slowed by thédbautbreak, while the
decline in auto sales have slowed goods consumption (but the rest is slowing too).ohstainptionis up 3.5% vdhe Feb20 level, and 1% below the pre
pandemic 2.6% growth path

A Real personal disposable inconiell by 1.4% in September. Income before taxes fell by 1%, far more than the exp&864d Unemployment benefits fell
sharply (a 1.5 pp negative contribution, other net incomes rose) as the federal programs were termiatgdrevenues are growing quickly, at least in
nominal terms (to above the prpandemic trend, even if employment is still well below), and even in real terms with a 4.4%l &@i rate of inflation!

A The savings ratéell by 1.7 pp to 7.5%, down to the ppandemic level. Will the rate decline further®iseholdshave saved an extra amount equalling 13%
2T 2yS @SIHNR&a D5t RANAYyIfodKESENYRSYAO®Y | 2YKS202 WK¥E Wazk NI SNA 23



USA SpareBank o

MARKETS

The savings rate down to the prpandemic level at 7.5%
The rate fell by 1.7 p to 7.5% in September, from a slightly downward revised level in Aug

USA Housing savings rate USA Households' savings
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A Our old savings model, yields a 4.7% savings ra@2jrand very likely even lower in Q3owever, the model has
underestimated savings by some 2 pp in the years before the pandemic, and the savings rate may stabilise at the cur
level

A A downside potential for the savings rate (and upside for spendinglaccumulated households excess savimgsing the
covid crisis amount to some 13% of annual disposable incpin& S W2 | { f 2F a2y Se QX OKSO]
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Price inflation is slowing but still broadening

The total PCE deflator rose 0.3% & the core 0.2% in September, both as expected
USA PCE deflator

USA Core PCE deflator
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A The total PCE deflatanse by 0.3%, as in September, and the
annual rate rose 0.1 pp to 4.4%

A The core price consumption deflatopse by 0.2% m/m in Sept,
and the monthly rates has slowed steadily since the 0.6% peak ir
April. Measured yly, the core is up 3.6 ¢h)

A Inflation has peakedmeasured m/m), but given reports from the
businesses on price plagsnd the acceleration of wage inflation
pose substantial threats going forwagdand inflation is still
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USA PCE deflator
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On inflation, the Fed is soon running out of excuses (or has it already?)
Inflation is broadening, all measures are now above the 3% line, not seen in decades

USA PCE 'core' USA Trimmed median CPI, mean PCE
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A Thetrimmed PCE mea(Dallas Fedsup at a 3.1% pave over the past 6 months, up from 2% ahead of the pandemic. T
indicator of underlying inflation has not been growing faster since August 20@bat time the Federal Reserve had lifted
the Fed funds rate to 5.25% in June 2006 from 1% in 2@@4the way by hiking at each and every meeting in between (1
times in rowJ )

A The trimmed median CPI is up 5.2%, the highest on record, data back to 1983

A Other measures of underlying inflation are also at the highest levels in 30 yemtsit that time, the Fed funds was not at
zero
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House prices inflation slowed in August, according to C&baller
t NAOS&a dzlJ w2dza i Q M>* YKY o6mMo: FyydzZ f AASROZ
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A{ gt Qa |/ | aSk/{ Hricdirfdé hokral.6% m/m O MugdsSIueptavg, equalling a 13% annualised pace, the
slowest growth rate since July last year. The annual growth rate at 19.7 %, down from 20.09% whichywas the highest
growth rate since just after WWIThenational GS indexs up 19.9% vyly

A The FHFAFederal Housing Financing Agency) price index, which covers homes with loans guarantied by the governm
sponsoredlCl YYAS al S 2 NisahkBnRRA & a1 O ®&8dzy iNBEGARS O2@OSNI IS0
yly. The peak annual rate before the pandemic surge was 11%, ahead of the housing crisis 15 years ago (chart next |

A Relatorsreported a 1% price lift m/m July, and the annual rate is 17.9% 27
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ECB: Important decisions postponed to Debut policy will remain expansionan
Market unsure what the ECB will do, expects a hike late next year, the ECB woes to wait longt
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A The policy signal rateemained at-0.5%, and Lagarde says

the bank intent to keep it there for a long whiteas ECB
expects inflation to fall below 2% in 202&ven if the

current surge will last longer than first expected. The

L2t AO0& NYXGS ¢gAft 0SS 1SLIW d
forecast is at 2% at the end of the forecast period. Lagarde
said inflation was debated heavily but the bank is still
comfortable

» We assume the bank can remain dovish until wage inflation starts
FOOSft SN UAYy3d 046KAOK y2¢g Al 0K

A On theQE programs

» CKS W2NRAYINEBQ !aaS0 t dzZNOKI &A
continue at approx. EUR 20 bn (government, corporate, covered
bonds)

» The Pandemic Emergency program (PEPP) will run until next
March, by somewhat less than the original EUR 80/month
(however, actual accumulation has been somewhat lower since
the summer)

» The board postponed to December what to do when the PEPP
runsoutch YR [ I 3 NRS LINBYAAaSR 02 R

A ECB vs markets

» Markets are questioning ECBs stance on rates, and the market is
now discounting a first rate hike in late 2022

» ¢KS f2y3 SyR 2F GKS Odz2NBS KI &
long term yields
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Eurozone inflation up 0.7 pp to 4.1% in October, core up 0.2 pp to 1.9%
And well above expectations. Energy prices the main culprit.

EMU CPI (HCPI) Euro Area, HICP, Index
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A Coreprices SNBE dzLJ ndw: YKY AYy hOGX YR GKS Fyydzrf NIGS NRaS qamdihe L
highest since 2002. However, core inflation has been far below 2% for a long time, in contrast to the US
» Industrial goods x energy prices fell 0.1 % na/but they are up 2.0% yly
» Services were up 0.2% m/m, and prices are up 2% yly

A Headline HIPC inflatiowas up 0.7 pp to 4.1% in Oct, 0.4 pp higherthanexpegte R G KS KA IKS&ad 2y NBO2NR
biggest contributor, +5.3% m/m up 23.6% y/y (a 1.6 pp contribution to total HICP). The annual rate will probably stay thieataing
months, as the monthly increases were low/negative until-2@c

A Wage inflationis still modest, but more unions are requesting compensation for the hike in consumer prices 29
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Economic sentiment almost up to ATH again in October
3 of 4 subsector indices were ug signals continued strong growth in the Eurozone

EMU Economic sentiment vs GDP
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» All sectorsare signalling above average growth. 3 of 4 secgjoes/ more 2.5 1 ‘J --2.5
confident in October. Consumer confidence rose further in Oct, evemci -3.0 1 I --3.0
expectations reached highest level since 1992! 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21
» Industry confidencss stillat the 29 highest level in history $B1 Markets/Macrobond

» TheEuroCOINowcasterconfirm the strong growth momentum in the
Eurozone economy, while the Oct PMI has fallen substantially recent months

(but remains at a decent level) 30
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A The corporate debt level is still above the grandemic

trend growth path but not by much

» Corporate debt rose sharply last spring, when all credit gates

were wide operg but growth m/m has slowed to a trickle

» The average growth over the past 2 years is 3.3%
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Corporate credit is flattening, household debt still growing at a decent pace
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GDP up 9.1% (2.2% not annualised) in Q3, marginally faster than in Q2

GDP just 0.5% below the 1D level. Spain the big laggastill down 6.6%, due to lack of tourists
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A Euro Area GDfell in Q1, but recovered at a strong pace in both Q2 and Q3. In Q3, growth was 0.1 pp higher than exp
GDP has almost recovered from the pandemic logdrs still the well prepandemic growth path. No demand details yet

A Just to celebrate the strong growth data, we present them in the American, annualised rate: France +12.6%, Italy 10.¢
Spain 8.3%, and Germany 7.3%. France is down 0.1%18 Qérmanyl.1%, Italy (just!) 1.4% but Spain is down 6.6%.
Tourism is no doubt to blame

32



K]
SpareBank €

MARKETS

Manufacturing production plunged in September (t00)
Down almost 9% past twmonths. Theauto industry mainly to blame (chip shortages)

Motor vehicle production
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» Overall order inflowhas strengthened substantially through 2021,
and signals a higher manufacturing production level (chart next

page)
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Reg. employment surged by 0.9% m/m in September, well above thepgardemic level

The LFS confirms strong employment growth

Norway Employment
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A The increase in the register based no. of employees in
September suggest at brisk growth in Mainland GDP (at
least adjusted for mackerel fishing)

» Total no. of employees grew by 0.9% m/m and is now 0.9%
above the level in Det9

» We estimate the employment among permanent residents
(Norwegian and foreign born) to be 1.7% above the pre
pandemic level (based on our Q3 estimate for foreign workers
on shortterm stay)

» The increase in employment is broad based

A The LF$survey) employment data (both employees
and selfemployed) have also been strong recent
months and employment grew further in August ¢{Jul
Septavg), and the level is up 1.1% vs. Bl
» Employment was revised down by some 0.6% for Q4/Q1 but

not growth since therg and at a similar pace as the payroll
stats for employees

A National Accountseported a modest rise in overall
employment inQ2.The NA data includes foreigners on
short-term stay. Q3 data will be MUCH bettér
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A¢cKS WFdzA t GAYSQ 2YTISFKHI»OK Xz SivdzRE & YBgzNI 2 dzZ3 K S Radp2 NJgS NIMX) Tiidt S&Kd
fell by 0.1 pp to 2.5%, equal oBaforecast. (Unadjusted, the rate fell by 0.2 pp to 2.2%, vs. 2.3% expected by consensus). The 2.5% rate
belowthe 2000¢ 2019avgat 2.9%. Unemployment is falling rapidly everywhere and for all sorts of labour

A In addition, the number opartially unemployed(not included in the ordinary unemploymentn&)Sf f S@Sy Y2 NdsIJabdug o
marked measures, thiotal unemploymentF St f o6& wmnQ (2 wm-pandamic lével. Thera isl4.6% & FomiB3lK% inEEYS

A The inflow ofnew job seekerdell further in Oct, and the inflow of new vacancies rose further from a high level the previous 6 months

A The AKU unemployment ratéell further by 0.2 pp to 4.0%, and more than expected aseitm@loyment raterose further. In addition, the
inflow of new vacanciesose further, and the level is high 35
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Retail sales stronger in September as sales of building materials rose 7%
Sales rose 0.5%, expectdd0%:- the level is still high

Norway Retail Trade Retail sales - value
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A Building materials contributed to increase in retail salegjrrently 6% above the prevandemic level

» Sport equipment down 4.5% m/m in September,-ITT%, grocery sales down 0.4%s we went to restaurants and were shopping in
Sweden, at least in parts of the month. Clothing sales were down 1.4%, while the 7% volume lift in sales of building Iftatetahl
sales by some 0.5 pp

A Consumption of goodslata are delayed until Nov 12

A We still expect retail sales consumption of goottsnormalise thecoming quarters, back the pigorona trend path, way

below the current +12% above poarona level! a6
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Domestic credit growth (C2) still modeatnch5.3% in September

Monthly growth well below our forecast, as businesses took a break after the August spurt

Norway Domestic credit Norway Domestic credit
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A Total domestic deb{C2) rose by NOK 16 bnSept down from40bn inAug we expected NOR2 bn. The annual growth rate remained unchanged at 5.3%
which was in line with our estimatg/e are not witnessing any credit boom. However, debt levels are high, especially for the household sector

A Household creditose by NOK 14 kin Sept, down fronl5 bnin Aug (revised up by 0.5 bn). We expected a somewhat hatgreand of +18 bn from
householdsThe annual rate declined 0.1 pp to 5.1%

A Corporate C2 credjrose by NOR bnfollowing the NOR1 bn surge in August. The annual growth rate still accelefat®d from 4.8%, we expected a 5.0%.
Mainland corporationsincreased their debt by 5.7% y/y (+ 0.3 pp fréumg)

A Local governmentincreased their borrowingy NOK 0.3 brgown from 4 bn inAug we expected the growth to remaimch The annual growth rate is at
7.0%, down fron8.1%
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More hotel guests in Sept, 16% down vs the 2019 level, foreigners to blame
Room prices have fallen back to a more normal level

Norway Hotel guest nights Norway Hotel guest nights
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A The no. of guest nightwas jUSt 16% below the 2019 level in Septembsolely due to the lack of foreigners. Norwegians guest nights are
2yte R20y MO @ga GKS wnmgp £SOStsS FTNRY bz -K290inlAdgHstlgd G @ C2 NB A 3

A Business travellingsum occupation & conferences) is still down almost 25% vsIttoth due to fewer Norwegian & foreign guests
but no split is available. The conference markets is down less than @08 we assume a further recovery in October

A Thus, Norwegian recreational traffisaved the day in September too (no explicit data available, but given the low number of foreigners,
the conclusion is given)

A The outlook for Q4 not that badThe conference market is recovering rapidly, ordinary business travel will probably recover further (but
LISNKI LJa y20G FdzZftexr ySg KFIroAada IINBE fSIFENYSR® ! & dzLJAaAeRi®! T2 NJ b 23X
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Inflation may be peakingrew soon¢ at a high level
Energy prices the main culprit, but core inflatioas turned up more places

Core CPI Inflation CPI Inflation |
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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

Citi Surprise Index 4 s aei =0 4
6- - 6 3- -3
Std.dev, avg=0
S -9 2- -2
44 -4 1-‘ ! ’ ! -1
n a3 VLA AT e
bl
-1 -2 4 -2
USA 31 -3
EMU -4 L4
~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 -2|.5 -2|.0 -1|.5 -1|.0 -0|.5 O.IO 0]5 1'.0 1.|5 2i0 2]5 3.|0
- .5 New Zealand ]
—— — ‘ — ‘ — ‘ Australia I .
JAJOJAJOJAJOJAJO Sweden [ | )
18 19 20 21 Canada K]
SB1 Markets/Macrobond S Clilla u _
CEEMEA ol
. . . Switzerland [ °
A Both US, EMU and China surprises are on the downside, but less last week Uv,z' seran ° -
A Emerging Markets x Chinare still at the positive side, but less so last week XZ: Pacific '_-
: : - " EMU o
A Norwayhas surprised sharply on the downside, according to Citi Norway N
** World ** G
Latin America I O
China © I
Japan -

B Now ® 1 month ago
SurpriseA Y RA OS& YSI adaNS GKS RAFFSNBYOS 0SiG¢SSy SO2y2vyradaQ ___.___. .., . ,.. -.._ . _.__. .SBiMarketsMacobond sq g




Highlights

The world around us

The Norwegian economy

Market charts & comments

SpareBank

MARKETS

[
1

41



China PMI

October PMIs in sum probably down, but mixed reports from the manuf. sector
We assume a decline in the average composite PMI by 0.7 p to 5®&low average

China Composite PMls
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Markit Oct
SBIMF QO & i

A TheNBS composite PMell by 0.9 p in October to 50.8, expectadch The level is 3 p below average. Both manufacturing and
services slowed, manufacturing the most, the Oct print is among the weakesthe past 10 years, barring the Cot@ shock
last winter, and the Covid9 setback in August

Aal NJ AdGQa

Y |y oxe 0.6 ol tdZ0r6 YUl thet oatput index (which is include in the composite index) fell 0.2 p to 48.8

Alnsuml dadzyAy3a | RSOf Ay S A yiheaverdge af th@tivo canfpbsEeAPOIS felB0S @ to BN, .55 below

average.The PMI data set signals growth somewhat below trend, but not by much
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