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Last week

The virus story is around

A A majority of countries are still reportlng more cases but in sum growth slowed further last week. In the UK, new casiesvwéast week too.
However, the Delta variant is aggressive, afid8oster shot is distributed in most rich countries

A Hospitalisation have increased somewhat but outside Eastern Europe, far from any health crisis

A Mobility is stableat high levels in the West, and as the virus is on the retreat in most countries in the East, mobility is normalising. here to
However China is struggling with its zero tolerance policy

The economy, part |
A Monetary policy

»

»

»

»

»

»

The Federal Resenaarted taperlng its USD 120 bn/month QE program immediately, as the FOMC judgsudifticéént progress has been
madei 2 6 NRa CSRQa (g2 3I2Fftax AyFelLdAz2y 0 w>r 20SNI GAYSI bylBD YI
15 bn/month, purchases will end in June next year, as expected. However, the FOMC, or at least chair Powell, stresseldzhat th Y | y R I
targets are not metand that the Fed funds rate will not be lifted anytime soon. Powell blamed the Covid virus, which is still around, for
LINS@SYGAy3d GKS f1F02dzNJ adzLJL) @ G2 y2NXIfAaASd 2S NBlIffeée K2LIS KS
Bank of Englandurprised markets by not hiking the Bank rate at Thursday. The bank sounded more dovish than expected too, even if it sa
would be necessary oveoming monthgo increase Bank Rate in order to return CPI inflation sustainably to the 2% Rageexpectations

fell sharply, by up to 30 bpsdown to the level 3 weeks ago. Still, close to 4 hikes before end of 2022 is discounted, cilomihdkpected

before the BoE meeting

The BOE surprise sent interest rates down in most coungriagen far out on the curves. A decline in the oil price may ham&riboited but in
the US it was just the real rate (TIPS) that declinamla very low level again. Which supported the equity market

Norges Banklid not signal any changes in its plan to hike the deposit rate to 0.50% at the December meeting
Polandhiked by 75 bps to 1.25% and tGzech Republiby 125 bps to 2.75%
Globally, more than half of the interest rate cuts during the pandemic is now reversed

A The global economy

»

»

The global composite PMbse by 1.2 p to 54.5 in October, as both Emerging markets x China and Developed Markets reported higher grov
The PMI in EM x China is at the best level since 2@k3more countries are recovering from Covid attack. US is reportireg fastwth, and

the ISMs were strong, and at ATH in the service sector. In the EMU, the PMiIs fell as first reported. Delivery timesgire \8fstern rich
O2dzy UNASAaXZ |a INbB auAff LINANOSAaA® LY UKS NBau 2F 0KOBlaUGSRNI RS dTUIKN
We have not yet finalised our estimate for Octolaerto salesbut most likely stabilised, at least in DM. Sales rose in the US, UK and Japan bu
fell further again in the EMU
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Last week: The economy, part Il

A China

»

Exportsare continuing upwards, and are far above the-pendemic trend growth patimportsrose in October, but in volume terms imports
have fallen 8% since the spring to below thp end,confirming a slowdown in domestic demagall other Oct Chinese data out this week).

Thetrade surpluswas record high. Still, the surplus at tberrent accounthas fallen through 2021

A USA

»

»

»

»

Payrollsrose more than expected in October, and the history was revised up. Howeveattieipation ratewas flat after the decline in
September, and thenemployment ratefell by 0.2 pp to 4.6%, more than expected. The lack of response on the supply side may turn out to
0KS ' OKAffSaQ KSS f-parﬂeamc reuor«eawatg@r}ﬂalums stiit ﬁﬁucmh@&r thai Before the pandemic, up to a 5% pace
now from 3% %. The SMBs (NFIB) reported a minor decline in the share of companies that reportrtbéeglaleeto fill vacanciedut the rate

is still much higher than anytime beforgying plansremain very aggressive, and an ATH share of companies report they pifan to
compensationthe coming months

Productivity stumbled in Q3, down 5% (g/q annualised) and is down 0.5% y/y. However, the underlying trend is some 1.5%urlotal
compensationis up at a 5.9% pace since before the pandemic, and growthiinabour costis at more than 4%ar too high to achieve 2%
inflation over time barring a substantial decline the corporate profit share. In Q3, ULC rose by 8% (annualised) but that was an ouflier, as v
the 5% drop in productivity

Thetrade deficitwas ATH in September as imports are shining while exports are falling, especially in volume terms

With support from some RepublicansA RSy Q& A y Twéb finaliNdedzbnediaNtBe Congresk. The headline amount was scaled down t
USD 550 bn over 10 years (from USD 2.600 bn), and the annual amount is not large vs. the USD 22.000 bn US economeg|falevbilhis

at the table, and a resolution is not unlikely but the size will just be less than half of the initial proposal at USih3.500

A EMU

»

»

»

Unemploymentfell by 0.1 pp to 7.4%, to below the ppandemic level

Retalil saledell by 0.3% October but the history was revised substantially upwards and sales are up 5%-18.[BaErman sales contributed
most at the downside

Producer pricesre up 8% even ex energy, the most (at least in Germany) in more than in 40 years. Total PPl is up 16% in the Euro zone,
signalling almost 5% HICP inflation

A Norway

»

House PI’ICE$OS€ by 0.2% in Qctober slightly less than we (and Norges Bank) expected Prices fell in Oslo, Kristiansand and Steassger by
St aS6KSNBE>X yR 0@ GKS Y2ad Ay .2RDZ | a dzadz t KSaar&isuRduredmgnovaKSN
are the laggards. The 3m/3m price inflation has slowed to below 4%, from 12% during the Bpeimgventoryof unsold homes is record low,
and if not for the interest outlook, price inflation would very likely have substantially higher (at least a 1% per ma@)th pac
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The Calendar: China slows further? US inflation, vacancies. Norwegian vacancies, bt

Time [Count] Indicator [Period] Forecast  Prior]
Monday Nov 8

08:00NO |Ind Prod Manufacturing MoM |Sep 0.0%
12:00NO [Supplementary budget 2022
Tuesday Nov 9

08:0JNO |Payrolls, wages Q3

09:3JSW |Private Sector Production MoM|Sep -4.79
11:00GE |ZEW Survey Expectations Nov 20| 22.3
12:0qUS  |NFIB Small Business OptimismOct 99.3 99.1
14:3Jus _ |PPI Final Demand MoM |Oct 0.6  0.5%
Wednesday Nov 10

02:30JCH _ [CPI YoY Oct 1.4% 0.7%
02:3JCH [PPI YoY Oct 12.59 10.79
08:00NO |CPI YoY Oct 3.8% 4.1%
08:0JNO |CPI Underlying YoY Oct 1.2% 1.2%
14:3JUS [Initial Jobless Claims Nov-06 265K 269K
14:3qUS  |CPI MoM Oct 0.5% 0.4%
14:3JUS |CPI Ex Food and Energy MoM [Oct 0.4% 0.2%
14:3qQUS [CPI Ex Food and Energy YoY |Oct 4.3% 4.0%
20:0JUS |Monthly Budget Statement Oct -$61.54
Thursday Nov 11

06:0JSW [PES Unemployment Rate Oct 3.7%
08:0JNO [Vacancies Q3 3.2%
08:0JUK |GDP MoM Sep 0.4% 0.4%
08:0qUK [GDP QoQ 3QP 1.5% 5.5%
08:0JUK |Manufacturing Production MoM|Sep 0.2% 0.5%
Friday Nov 12

08:0JNO |Construction costs YoY Sep 11.29
08:0JNO |Consumption of goods MoM |Sep -1.89
11:00EC |Industrial Production SA MoM [Sep -0.5% -1.69
16:0JUS [JOLTS Job Openings Sep 10439K
16:0QUS |U. of Mich. Sentiment Nov P 72.5 71.7
During the week

CH |Aggregate Financing CNY Oct 16000  2900h
CH |New Yuan Loans CNY Oct 800b| 1660b

Monday Nov 15

00:50JN  |GDP Annualized SA QoQ 3QP -0.7% 1.9%
02:3qJCH [New Home Prices MoM Oct -0.19
03:0JCH |Retail Sales YoY Oct 3.6% 4.4%
03:00CH |Industrial Production YoY Oct 3.0% 3.1%
03:0JCH |Service sector production Oct 5.2%
03:0dCH [Fix asset investments YTD Oct 6.3% 7.3%

A Global economy

»

Several countries have reported Octolzrto salesand so far a recovery is not in the cards in
Octoberc but not a large, further contraction either. DM sales probably moseginanily

A China

»

Export data were strong in October too, and early next Monday the full package of economic data
will be released. Growth idomestic demandor goods has slowed substantially, bo#iail sales

and nvestments which is confirmed by a decline in import volumes recent montidustrial
production has slowed too but less (thanks to exports), and the PMIs are signalling modest growth
Production in theservice sectofell sharply in August, but recovered in Sept and probably further in
Oct. In November new Covid measures may dampen growth agRinnflationis still low (but food
prices are accelerating again). Neame pricedfell in Sept, and existing homes in both Aug and
Sept. Media reports suggest a further decline in October.ARkNdex is climbing double digit

A USA

»

»

Core CPI inflations expected further up in October, but markets do not seem to care anymore as
the Fed says it is expect the elevated inflation to be transitory. Both the CPI aRdPtlsemore up
GKFry Ay RSOFRS& o6dzi ONMzRS ttL LINKROSa KI @S y;
too). Check out th&MB (NIFB) surveyB 3 NRAY 3 LINAOS LX Fyas (KSe
The most exiting data point this week may be thrdilled vacancy ratén September, following a
minor decline in August. The level is far above anything seen before, 6.6% of jobs are vacant

A UK

»

Sept and Q&DPis expected to confirm strong growthfrom level that was still low in Q2

A Norway

»

»

»

The new government will present issipplementary budgetoday. We do not expect the overall
balance to be weakened but some taxes will be increased, as will spending at some areas, mostly
symbolic, we think

Thevacancy ratevery likely climbed further in Q3, confirmed a tightenlaour market. The
completeQ3 payroll statawill reveal how foreign workers on temporary stay have returned. We
think rather few have, which paves the way for more resident workers to enter the labour market
Total consumption of goodgrobably rose sharply in Sept, as auto registrations soared (though with
a reversal in Oct)

Sources: Bloomberg. SB1M est. in brackets. Key data are highlititeethost important in bold 5
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A mayjority of countries are reporting more cases again _ 1OOCOV|D'19, New Cas?? .
er ' persons, % last %
14 days (7 d pace) Now & previous week last
i i i —5?0I (.) I5(|)0 .10.00.15.00.20.00. —5|0I 1] .5.0 I1(I)Ol1t'l>0I week
A 27 countries were reporting more casé last week, but growth is Estonia ——— 1869 . 7 Estonia
in sum slowing somewhat. Most likely Eastern Europe is now getting LAl = L AL
control of the spread the hard way, by social distancing, closing down Lithuania E—— 1323 o -10 Lithuania
it i H i i Slovakia K] 1179 30 Slovakia
some activities, and immunity through infections ) — i 0 sop
i i Austria [ 3 959 () 66 Austria
A Just 15 countries re_p_orted fewer casesnong them UK, following a _ S i N ora . -
substantial surge, visible even in hospitals. So, even the Delta variant Bulgaria e 905 -6 Bulgaria
Oy 6S O02Yo0ldiSR® [SGQa K2LIS | DI Y¥TF yvddimgl, R2 2 4 G dzNy/ % gAamIx
Greece & ] 680 ® 53 Greece
Romania I * 680 (] -30 Romania
Netherl | IS 667 ° 33 Netherl
. Belgium e e * 628 -28 Belgium
Covid-19 new cases per day Hungary ———- 502 . 47 Hungary
Denmark e X 510 o 30 Denmark
1280 Rate per 1’00-003 Zver ;4 days 20?802 Turkey - 442 d 0 Turkey
easured over ays Iceland e 405 L] 26 Iceland
<Netherlands 667 i i
_ [ Russia L] 387 » 7 Russia
640 ‘ Germany e 361 23 Germany
J Poland e * 358 47 Poland
320 4.\ _JGermany 361 [ Norway | 3 336 35 Norway ]
~NNorway 336 USA C I 302 1 USA
NUSA 302 Switzerl D - * 251 7 Switzerl
160 - L 1RO Thailand » * 174 -8 Thailand
France 128 ‘ Kosovo ® ¥ 173 -25 Kosovo
Finland | -3 153 6 Finland
80 - - 80 France B o * 128 (] 14 France
Portugal D o * 116 | 9 Portugal
Sweden [ J * 113 [} 30 Sweden
40 - 40 Italy » * 109 ° 14 ltaly
Vietnam | 3 82 ()] 45 Vietnam
Canada Dok 80 -6 Canada
20 - r 20 Israel ® * 74 -27 lIsrael
| Brazil » = 63 q 19 Brazil
India 12 South K [ 58 . 29 South K
10 1 FTu Spain ® . % 56 o 7 Spain
New Zeal. ® 39 ® 50 New Zeal.
Mexico [ 2 31 I 33 Mexico
51 S S o ‘ S 9 India oo ¥ 12 o -16 India
Japan @ * 9 [} 166 Japan
J F M A M J J A S 0 South Africa o * 5 -37 South Africa
20 21 Indonesia o * 2 ® -24 Indonesia
SB1 Markets/Macrobond —5I00I (I) I 560 I10I00I15I00I20I00I —5|0I 0 I 5I0 I1(I)0I1£I'>OI
B 1 week ago ® Now o Max since 06-21 & % prev week

Change last week * Max % last week 6
SB1 Markets/Macrobond
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More hospitalisations in Europe, but the level is still low outside Eastern Eur.
Growth inhospitalisationsn the UK is slowing. And the US is steady on the way down

Hospital occupancy COVID-19 Patients in Hospitals
\
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Norway: More new cases, more hospitalisations
Some arenot vaccinated, and some vaccinated get the infection, and some few get sick

Norway Cowd Cases & Hospital occupancy

640 - Hospital Occupancy Cases pr100' 640
7 days lagged over 14 days
320 A - 320
160 - 160
80 - - 80
40 - - 40
20 - - 20
10 - 10
J F M A M J J A S O N

SB1 Markets/Macrobond

A However, we are miles from a serious health cisis
check at the bottom of the chart to the right on the
previous page
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People in Europe/Nordics stay more home due to the temperature?Uunsh.
Mobility in Asia is on the wayp, and some countries are back at fdelta levels

Google mobility Time spent outside home Google mobility Time spent outside home
e = 140 - - 140
100 - 100 | I
a H\.\/I'/"'\,\r /Nordic 130 130
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90 - N W [<Europe 120 - —1_20
_ USA | 410 Vietnam
./ Thailand
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80 - \, - 80 100 + vEMU
“* 90 - <Japan
‘ Australia
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70 - %New Zealand
60 - - 60 60 - NSingapore |
50 - ) 50 + - 50
40 - - 40
40 1 | | | | | | | | F 40 30 - ~r 30
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20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond
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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. & trade Global retail sales volume
7.57% change vs. Dec 19 - 7.5 130 1. auto, volume, 2014 = 100 . 130
50- - 120 H{SBM1 estimate Retail sales L 120
| P 110 + - 110
2.5 \~
\ 7<) 100 - - 100
0 === % .
0.0 _/_/./\/ \ Retail 0.0 90 - L 90
-2.5 / sales - 25 80 - L 80
-5.0 - \ / - -5.0 70 - - 70
7.5 - 7.5 60 - - 60
-10.0 - --10.0 50 - 50
12.5- 12,5 -2
-15.04 ' --15.0 - 0
-2
AT 5 e e 475 i
JMMJSNJIUMMJISNJIMMIJISN 41 ‘ ‘ ‘ ‘ ‘ ‘ : : : r-4
19 20 21 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond/CPB SB1 Markets/Macrobond

A Retail salesose in Aug, and very likely in Sept according to our initial estimate, up 4% vs. tharutemic level

A Manufacturing productionstagnated in Aug and Sept mostly due deep cuts in auto production. The level is some 5% abow@ane@nec
level

A Global foreign tradepeaked in May and has fallen slightly thereafter. In Aug, trade volumes were flat. The level is still more than 5% above
pre-pandemic level

10
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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
20 + % change from Dec 2019 - 20 154, ~China 11
| change from Dec 2019 World SBIM 5
Us 15 Nor x oil
related 4
— ltaly 3
-/Norway 7 4 Y
i = | —
EMU 5 ~Sweden 2
UK 5 \Usao
World SB1M 4 ‘\‘Nomay 0
‘ _ EMU -1
EM x China 0 _X“Spaln -1
-5 UK -2
ﬁFrance,-S
--10 |Germany -7
\\Japan -8
15 L l\‘lgr oil related -14

J M M J S N J MM J S
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 otbier par
Asia. Now a substantial recovery is very likely underway

A Manufacturing productionis still drifting upwards, most placdsyt growth has been hampered by a deep decline in auto produciibe
manufacturing PMIs are down but not weak

11
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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 o change from Feb-20, seas adj. - 10
195 ] 2019 . | 125 o LUS DOT, TSA dati_/wr 0
_...._/-u-"""""/—v ——— N\
100 - 100 ol |
i 2021 L -17.7
75 ~ 75 20 - -{11/2021
50 4 - 50 304 . 30
251 2020 ® -40 - - 40
0 0
20 “Change yly i 20 -50 - - -50
0 . 0 -60 - - -60
0] 21vs "9 [ 50 704 70
40 1T --40 -80 - - -80
-60 --60 -90 -~ - -90
-80: 2020 vs. 2019 :-80 -100 - . R R S 1100
1 31 61 91 121 151 181 211 241 271 301 331 361 JAJOJAJOJAJOJAUJOJ
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 development during this
I dzi dzY'y AYLIX ASa | maniwthedapiOdedirsnygByat leads INIp e weakK

A The November estimate for US is based on just some few days

12
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Global GDP very likely gained speed in Q3 but not due to US & China
Strong growth in the EMU and very likely in India the main contributors

GDP GDP
10 1% change from Q4-19 ’China 8.9 5 - Deviation from pre- ’"Denmark -1.1
___—"_ |/Denmark 1.9 pandemic growth path /China -1.7
/World est 1.8 -Norway, ML -1.9
<USA -2.1
<Norway, ML 1.5 <ltaly -2.2
NUSA 1.4 F
World est-2.6
=Sweden 0.4 ~Sweden -2.6
\\France -0.1 France -2.7
L\EMU -0.5 WJapan -2.9
\jGermany -1.1 \EMU -3.1
ltaly -1.4 ‘
\Japan -1.4 \Germany -3.7
\YCanada -1.5 \\XCanada -4.9
VUK -1.8 -25 - \UK -5.2
\Spain -6.6 \Spain -9.8
Nindia -8.1 30 Nindia -15.8
Q4 Q1 Q2 Q@3 Q@4 Q1 Q2 Q@3 Q4 Q1 Q2 Q3 Q@4 Q1 Q2 Q3
19 20 21 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A We estimate a 1.1% (4.5% annualised) growth in Q3, up from
0.2% (1%) in Q2. GDP in India fell sharply in Q2 but very likely
recovered sharply in Q3 (but no data yet). GDP grew more
than 2% in the EMU (9.1% annualised)
» If so, GDP is 1.8% above the-T®level but still some 2¥2 % below
the pre pandemic growth path
A The global GDP i®w 1.8% above the prgpandemic leve|
but still 2.6 below the prgopandemic trend growth path 13



GDP still below the prgpandemic trend growth paths everywhere
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GDP - Losses vs. trend through Q3-21

adzoaidl yaal f

I YR | OOdzydzf I U SR
GDP Deviation vs. pre-pand. trend
In % of GDP
oy 876543210
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Accumulated losses vs pre
corona trend growth, % of GDP
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SB1 Markets/Macrobond

A UK,Sweden and Norway Q3 datare our estimates

125 75 25

SB1 Markets/Macrobond

14

y



K]
SpareBank €

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 |
3 - Core inflation y/y, in % E Fob 20 -9 61 Feb 20, 6
41 : 5 | 5
3 - YUK 2.9 :
jOECD 2.9 4 - J

2- bc:j LEMU 2.1 EM medjan, SB1M

3 '
) Norway 1.2 :

—_—

: NI VAWl B
0 0 \/\AA V_ \IA"\/E ‘
, G068 ] A : ¥
| Rich countrieé;
2 | -2 0 S S
16 17 18 19 20 21 10 11 12 13 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond
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Unemployment on the way down everywhere, as unfilled vacancies soars

And unemployment is on par or lower than normal in 20 out of 23 countries!

Unemployment Unemployment

] B LFS,% 0 2 4 6 8 10 12 14
In % of the labour force 1 | 1 1 | 1 1 1
13 4 (LFS/I'AKUY) -13 Switzerland NN 2.8
Japan I e 2.8
Netherlands o 3.1
Germany ([ 3.4
South Korea I 3.9
Norway (] 4.0
UK I ¢ 4.5
USA I ¢ 4.6
Denmark I 4.6
Australia I ¢ 4.6
Austria D 5.2
Ireland | [ 5.2
Belgium  HEEEEES—— © 6.3
11 Portugal I ° 6.4
T T T T T T T T T T T T T T T T T _ .
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 Cenada O
EMU L 7.4
SB1 Markets/Macrobond
Finland I 7.7
. France I ¢ 7.7
Vacancy ratios Sweden I 8.8
5 7st.dev, average=0 -5 ltaly O 9.2
Greece I ® 133
44 usA4t | Spain I 0 14.6
I I T I I T T T
3. UK30 | 0 2 4 6 8 10 12 14
‘= Now ® Average 2000 - 2019 |
24 <Norway 1.9 SB1 Markets/Macrobond
EMU 18 |
14 r”\/‘ -1
0 A~ J \ Lo A A large majority of countries report lower unemployment than the
/\NN \w/ 2000¢ 2019 average
- '\I\/ -1 » In both Norway & Sweden, registered unemployment is falling rapidly
2 L 5 and is below average leveleven if the LFS rate is higher
80 82 84 86 83 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 A May these low unemployment rate partly explain the higitancy

SB1 MarketsMacrobond ratesthat are popping up everywhere?
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The global PMI further up in October, both DM and EM ex China up
The composite PMI rose by 1.2 p to 54.5, signalling growth well above trend

Global PMI vs growth Global PMI vs growth
62 - -9 60 -
60 - GDP q/q - 8 59 - -8
annualised L7
58 4 ; 6 58 4 GDP g/q, a.r -7
56 - .5 57 - ’ 6
54 - =54.5 56 -
52 - | -3 S N
-2
50 - L 54 - / \— A ' ;
v
481 -0 53! \l /\/\
—\‘ '3
46 - -1 52 - v
44 - 2 51 - [ 2
--3
42 - L4 50 — 1
40 - --5 49 - 4 0
98 00 02 04 06 08 10 12 14 16 18 20 22 14 15 16 17 18 19 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The global PMIs were once more better than the preliminary PMIs signalled, and even 0.4 p above our forecast one week ago

A The global PMI signals global GDP growth clearly above trendiatpace; in line with our preliminary estimate of Q3 global
growth

» Both manufacturing and services contributed to the lift, services the most

17



Global PMI

The EMU down but still an OK level, US sharply up and strong. China mixed
Just 3 countries report PMIs below 50 but still more countries down than up in October

PMI Composite
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Deviation from 50 & change last month
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A 11 countries/regions up in Octobenr{chfrom Sept) Just 3 below the Bide (from 8), 13 down
A Sweden still at the top, together with US ISM and Ireland. Then cémdés(and Norwegian manufacturing)
A The Chinese PMiIs flattened, close tocsill signalling growth not far below normal
A Other EMs mixed but in sum slightly up

SB1 Markets/Macrobond
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EM x China at the best level since early 2013, it is their turn now!
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

Manufacturing PMI slightly up in Oct, Emerging markets on the way back
Just 3 of 43 surveys below the 50 line

Global Manufacturing PMI vs production
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A Theglobal manufacturing PMflattened following a decline the prev. 3 m
Over 60% of the countries/regions reported higher PMIs in Oct vs Sept
European countries dominate the top of the Ilgsbut US PMI & ISM are up there too
India, Indonesiaare climbing further, the two at the top in the EM universe
TheChinese PMlsvere is sum close tanch, and both are close to 50

EMsare still far weaker than DM but the gap narrowed further in Oct

»

»

»

»

»
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PMI Manufacturing

Dev from 50 & change last month
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Delivery timesindex further up in October¢ and liftsthe total indexby 2.4 p
¢ K Supplychairtshockdoesnot signalstrengthin the manufacturingsector

PMI Manuf. Suppliers' Delivery Times Developed Markets - Manufacturing PMI
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A The unprecedented increase in the delivery times ingleshich probably mostly is due to the unprecedented growth in demanddamds
in the rich part of the world (where delivery times & prices have surged , the EM story is not thegaasejontributed to aubstantial lift
in the headline manufacturing PMI in Developed Markets

A The surge in delivery times are not a sign of strength in the manufacturing sector, even if no doubt is caused by strodd.ieraly, the
delivery times index (15% of the total index) has moved in tandem with a the other activity indicators, and did not irtfieciotal index
- S0 we could use the total as a proxy for activity. Not so how
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Delivery timesjricesincreasinga problem just inthe rich part of the world?
Because demand is so strong in DM, not in EM? Why bottlenecks at some harbours?

Retail sales USA Traffic in Los Angeles Ports
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A Could it be that too many ships came to the same harbour at the samectieeause demand for goods has been
incredibly strong through the pandemic?

A Might the
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An ATH trade deficit in September up to USD 81 bn, imports are really strong
X da RSYFYR F2N) 322R&a Aa aidAaftf GSNER KAIKOD

USA Trade Balance US Export & Import Volume
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A Exportsfell 3% m/m in Sept, and is closeuchsince before the pandemlc level (in value terms). In volume terms, expagoaisfell by 5%, and ardown
7% fromFeb2020 2 S SELISOG Ylyeée 2F ' {Q GNIYRAY3 LINIYSNB (G2 AyONBI aghtolwsSA NJ

A Importsrose by 0.6% m/m, and is 15% above the Feb 2020 Ievel In volume ternmptms of goods are 11% abdveemand for goods has been strong
during the pandemic, driving importsS @Sy AT I dzi2 AYLERNIA& KI @S 6SSy f2¢6d 2 S comibdadaiers, frofn K
the present very high leveldampening demand for imports too

A The trade deficit rose sharply in Sept to USD 81 bn

A is trending upwards, also measured in per cent of GDP, now at 3.9%, up from less than 3% before corona
» The deficit vs Ching almost at the same level as when Trump became president in 2016. However, the total deficit vs. other countries kad,intsedefore corona
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Businesses keep reporting a rapid growth in input/output prices

Still, we think the peak in price inflation is near
Gobal Manufacturing PMI Prices

80 Fos. OECD Inflation vs PMI prices
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China PMI

October PMIs mixed, in sum marginally down
We assume a decline in the average composite PMI by 0.7 p to 5®&low average

China Composite PMls
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China PMI vs GDP
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[K]

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 wea&est the past 10 years, barring the CetfIshock last winter, and the

Co

vid19 setback in August

Aal NJ A G Qa roSebydIpdbhg Bhe level is marginabipvethe averagesince 2012The total manufacturing index rose but the
output component fell. However, the service sector PMI rose marginally

A In sum,the two PMIs were unchanged and below par, signalling GDP growth below rgibuisiar better than over the 3 past quarters.
Howeverthe PMIs have been to optimistic so far in 2021, and growth may well remain below the level signalled by these surveys
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Manufacturing ISMmarginallydown in October,and still very strong!
The index was down 0.3 p to 60.8, 0.2 better than expected. Prices are still rising fast; orders

USA Manufacturing ISM USA PMI/ISM Manufacturing
75 - -75 90 - 90
204 .70 ISM New orders
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A ThelSM manufacturingndex fell slightly in October. However, the ISM has for months indicaged still does an unusual rapid
growth in manufacturing productiorwhich so far has not been delivered

» In October, 16 of 18 manufacturing sectors reported growth, down from 17, 2 down (wood products anaetallic mineral produc)

A Thenew ordersindex fell to 59.8, down 6.9 p from September

A 42 commodities (from 41) are up price, only the price of wood was down

A # GAff X Wwadzald Q Hc Oahgriysapgplfbiit iSidm 24 $1EBptemel JAakEItHEriR50 wefe reported in short supply
ew months ago). The supplier deliveries index anyway also rose in October, signalling longer delivery times

A In their comments companies are complaining @il sorts of shortages, including extreme labour shortages. Demand is still stron
26
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Services ISM shot up to ATH, by far!! The composite PMI signals 6% growth
Up 4.8 p to 66.7, expectathch All 18 sectors reported growtielta is not any problem anymore

USA PMI/ISM Services USA PMI/ISM vs GDP 7
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AX AT A (IS @Sitelbrdersaddlivery times, input prices are surgiagd faster. Employment is growing but slower
¢ and inventories are falling rapidly, according to ISM

Aal NJ A G Qa als6midd aharfly, ancddven more than first reported. The index is at 58.7, a more than decent leve

A Together with their manufacturing indices, tRMI/ISMssignal some 6% Q3 GDP growth, well below the actual growth ir
Q2 (6.5%)

A Pricesindices NB &2 NAy3 60OKSO]l YySEG LI 3ISOIT F2N AyLdzi LINK QS
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Norwegian manufacturing PMI a small tick down in October, level still high
The Norwegian PMI down 0.5 p to 58.5, we expected 58. Delivery times, prices straight up, he

Norway PMI manufacturing Norway Manufacturing surveys
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A The new orders index rose (both domestic & exports), while the employment index and the delivery times index fell

A Businesses here, as many other places, are reporting of bottlenecks and increased input prices (check next page). W
the record high delivery time index signal strength in the manufacturing sector, and an index excl. this component is n
relevant now (like in other countries, check next page)

A Othersurveyshave turned up lately to abovaverage levels

A Even if surveys have been reporting groyebtual productionhas fallen slightly sincepil
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Both exports & imports up in Oct, exports are record high. An ATH trade surf.
Exports 4% higher than expected, imports 2% logvand import volumes are not impressive!

China Foreign Trade China Foreign Trade Volume
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A Exportsgrew by 3% in USD terms in Oct (our sagjs and are up 27% yly, from 28% in Sept, expected down to 22%. Export volumes very likely rose toc
the level is high, up 20% vs the gyandemic level and 13% above th@prend path!Signals still strong global demand for godesces are up 15% yly

A Importsvalues added 5% m/m and are up but are up 21% y/y, up from 18% in Sept, expected up 26% (an optimistic estimate). Resiemponovalues
have flattened, and as prices have climbed, import volumes are down some 8% since thdpanpvolumes are now below the pgandemic trend
Prices are up 25% yl/y. Oil and iron ore import volumes were still weak in Oct, while coal imports remained high follosungg tineAug

Ao s oA

A Thetradesurplusg & G KS KAIKS&ld SOSNIAY hOGxI | G |afijBhe gumplusiegll SlighByEo IS0 JrBm ATH ilzSdptQ

A For some time we have expected an export slowdown in H2 due to lower demand for goods in the rich part of tiggbwowe arestill wrong! The decline
in imports confirms a softening of domestic demand, both retail sales and investments. So far, the slowdown is modestininip2 2 > | VR & A (
ups and downs in activity
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Oil imports flat since mid 2018, are down almost 20% (2 mb/d) since2d1
Iron imports have stabilised recent months

China Crude oil imports China Iron ore imports
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A 3 years without growth in oil import or domestic demand is rather surprising?
A Some inventory/reserve building/drawdowns may explain short term deviations
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Fed starts tapering now, will come down to zero in June
X odzi t2¢Stft adAftft FaadzyS GKIFy SYLX 2eYSyi

The Fed vs the market A The FOMC left thearget rateunchanged at @.25%, as everybody
2.5 Long - 2.5 expected.

term A The Federal Reserve will immediatedguce its monthly QE
programby USD 15 bn, government bonds to USD 70 bn from 80
2.0 1 - 20 bn, and mortgage bonds to 35 bn from 40 bn. In December, the
FOMC mediah , amount will be reduced by another 10 + 5 ¢and the last
] fcast ‘]l 1s purchase will take place in June, if the tapering continues at the

’ ' same pace

1.54

7 - 1.0 G261 NRa CSRQa Gl NBSGa

Market, ’ A However, the FOMC is not planning to hike signal rateanytime
05- OI!:‘»fjd/ , - 05 soon, at least according to chair Powgds the maximum

/ » The argument for starting tapering is that sufficient progress is made
1.0 I

’ employment and 2% over time inflation targets are not met. Given
actual inflation datag and the FOMCs Sept inflation forecast, it is

0.0 0.0 the employment target which is not yet met. The FOMC even
Y2RAFTASR Ada WINIYyaAG2NREQ Ay T
elevated inflation ixpected to bdransitory

0.5 05
16 17 18 19 20 21 22 23 24

SB1 Markets/Macrobond

A At the press conference Powell stressed the need édtirg
employment back up to the prpandemic leveland several times
stated that theCovidsituation is responsible for the lack of supply
and the increased mismatch at the labour market. The pandemic
has also created havoc in the supply chains. On the other hand, he
promised vigilance should inflation become a lasting challenge

A Market reactions:Yieldsrosesome few bps at Wednesdaybut fell
sharply Thursday and Friday as the yield sentiment turned sharply
R2gy T2ttt 2¢Ay 3 -hkefdcisient 9y 3If | yR!
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Solid gain in employment but no growth in the participation rate
Virus relief in October but the real story is the lack of sug@nd wage growth

USA Nonfarm employment USA Wage indicators
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% per month 55 Adjusted for census temps Dec 19 =100
110.0 r
150 - 25 - 150 Average wage,
15 107 ngrgll report 109.2
07.51 ~Atlanta Fed median 107.0
145 1 <0.4] 145 3% growth 105.6
05 105.0 1 F
MJSNJMMISN
140 4 20 21 - 140
102.5 1 -102.5
1354 -135 100.0 - -100.0
130 - 130 97.5 1 - 975
95.04 S oo 950
125 _\ T T T T T T T T T T T T X 125 J A J O J A J O J A J O
98 00 02 04 06 08 10 12 14 16 18 20 22 19 20 21
SB1 Markets/Macrobond SB1 Markets/Macrobond

A EmploymentNR &S 068 powmQ Ay h Ol 2 6c% N M6RNGBal ekfedtafionsSiterteliftéiaeRtheceven better ADP reportt NA @1 S a SO0
KAaG2NE o6+ a NBOAASR dzLJ G2 G f -28%pve. th@pbpartdafiidileRed Yh8 ghiployinant rasédawin 8.9%3 ingiyhg 6L Ximill Ios‘tlolﬁ 0
» The lift in employment was broad, with leisure/hospitality in the leddit this sector is still down 8.2% vs. the jpandemict S@St ® 9 RdzOl GA2Y cA &

and down 5% vs. FetD

A The participation rate was flat at 61.6%xpected one tick ug and the trend is still flat, even if demand for labour is strong. The unemployment rate fell 0.2940 4.
expected 4.7%. The unemployment rate has fallen faster the past 4 months than ever before (barring last summer). Undezathipliaing too, and is low

A Average wagesose by 0.4%, as expected, and wages are up 4.9% yly. All sectors are reporting higher wageqitatiath wage indicatonsow tell the same story

A The lack of supply, the flattish participation rate is still the huge mystery, and threat.4 mill workers are missingVithout an increase in the participation rate, US is
running out of available workerswhich the SMBs were still reporting in October. It became marginally less difficult tosfiilgm ¢ but still extremely difficultThe Fed
can still claim that the maximum employment target is not yet mbut may the bank be forced to adjust its position not beftwe long?
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The participation rate flat in Octobec at a very low level
Why are not more workers returning to the labour market when demand is so strong?

USA Labour market
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A The labour force participation rate is down 1.7 pp (vs the working age population) vs the pre pandemic level, equallihger$omns

A In October 1.3 mill. persons (down from 1.6 mill in Sept and 2 mill in August) responded that they did not search fanchtbrls(a
were excluded from the work force) for CoM@ related reasons (like fear of the virus, lack of work opportunities, pareniadn&y
stay home to take of their children as schools were closed etcnahdecause their job was closed dowiihese 1.3 mill persons
equal 0.8% of the labour force, and represents a labour market reserve. However, there are not more workers outside the labo
force than want a job than nhorm#&see some pages further out)

» However, it is still unclear if all these workers will enter the labour force when the corona explanation is not relevaoitea@g 2/3 of them say that
they do not want a job. Thus, the real reserve may be less than 0.5 mill
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Not that many outside the labour force that saythey want a job
Infact, this W NI 4 S Ndw&0 anaderadgdével ¢ but higherthan beforethe pandemic

USA Labour Force + Want A Job USA Discouraged workers
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A Covidrelated outsidersare includedin thesediscouragedvorkersdata
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Wages are up 7% 12% vs the prgpandemic level (a & 7% growth pace, avg 6¢
X 1'YR ¢St -paentgrovitrKpstin lalNsBctorsNow all wage indicators agree

USA Hourly earnings, non-supervisory workers
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A The two wage indicators that takes into account the impact of changes in the employment mix, the Employment Cost
Index and Atlanta Feds Median wage index have joined band, wages are now clearly accelerating

AcKS ySEG (o2 LI IASasz 2dNJ Waidl yRFENRQ OKFNIa 2y ¢3S Ay

Memo: On the chart to the left above, wages fam-supervisory workergare shown. When all employees are included, growth is slightly lower in most sectors
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But the share is close to ATH, and even more company reported plans to increase compensa

USA Small businesses labour demand/supply USA Vacancies vs. compensation
60 |NFIB small o - 60 60 794 of companies % of companies
business survey, % not able to fill ||ft|ng wages, net L 45
50 T o 50 50 |
40 - 40 - 35
40
Compensation change, net ->
30 - - 30
20 - 20
10 - 10
0 0
-10 - Hiring plans, net L -10 Compensation: Avg. of actual & plans L .5

0

86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
SB1 Markets/Macrobond SB1 Markets/Macrobond
A{ a. Qa KA &dstllRloskdd tegbi high too, and unchanged to October from September

A As a consequence, companies reported the most aggressige increase plansver in October (data from 1986)

» The share of companies that reported plans to lift compensation rose to 38% from 36%. Until 2021, the max level was 30%
and the average level is below 20%

» The correlation to actual wage growth is pretty close, check the next page
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A tight labour market may well lead to substantially higher wage inflation

The correlation to changes in Atlanta Fed median wage index is very close

USA Wages - Actual vs vacancies

USA Wages - Actual vs NFIB survey

8 - Vacancy rate, % Median wage growth | 4 g 40 1 -
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SB1 Markets/Macrobond

A More companies than ever before (data from 1986 though) are reporting that they have lifted compensation and that they plan
to do so the over next months as well

A The correlation vs changes in actual wage growth some months latetZénonths) is pretty strong

A The correlation between unfilled vacancies and actual wage growth is even tighter, with the same lag

A2S R2 y2i4 1{y2¢6 Chal/ Qa ¢3S FT2NBOlada odzi ¢S aadzyS GKSe
target the coming 3 years (and the price level to be deviate even more from a long term 2% path). However, the Bank could

impossibly have factored in a wage grovathything close to what companies now signals or even less what the current
tightness of the labour market may imply
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Volatile data but cost inflation is probably accelerating
Hourly compensation has accelerated far more than productivity, unit cost inflation has increa:

USA Productivity, costs & prices USA Productivity, costs & prices
125 1 Nonfarm businesses C2s 112.5 I Nonfarm businesses - 1125
2016 =100 Q4 2019 =100
120 4 -120 110.0 SR RIVAV)
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115 - J<ULC 1145 | \/ <
110 - / _<ﬁ)10(5e PCE deflator 111.2 | 105.0 1 / ~Core PCE deflator 104.8 |
//
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A ProductivityF St f o6& p» liklf FyydadtA&aSR AY voX YR A& R2gy nopr aeshcelQdy ST!
A Hourly compensatiorrose by 2.9% in Q3, and are up 4.3% yly. However frosi@Q4ompensation is up at a 5.9% pace, well above growth in prodyctivi
this growth due to changes in employment mix, productivity should have accelerated at the same pace, as low paid/lowiygdhbstivere cut

A Unit labour costsclimbed at a 8.3% pace in Q3, and costs are up 4.8% y/y. Sirt® Q4C has increasing at a 4.2% pace, far above theopmea trend
growth

A Over time price inflationis close to equal to growth in labour costie current pace of cost inflation is not consistent with 2% inflation over time
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Bank of England: Soon, but not now!
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Markets (but not economists) expected a hike but a split BOE committee decided to wait

Dec 22 3m FRA rates

--0.75

SB1 Markets/Macrobond

A It was a close call, the majority (7) said after the meeting, and
two members voted for a hike to 0.25%, from the present 0.1%

A However, the bank states th#twould be necessary over coming
months to increase Bank Rate in order to return CPI inflation
sustainably to the 2% target

A still, the majority argued that by await the two employment
reports before the December some uncertainty on the impact o
the termination of the of the furlough scheme could be reduced

A The Bank recognises the record high vacancy rate, at the
unemployment prognosis was lowered further

A The Bank cexpects inflation to be elevated for still some time bu
SELISOG GKAA& &adz2NBS (G2 6S WiN
IS not lead to higher wage inflation over time. The inflation rate
expected to decline to target not before 2024. The 228 04 a
lifted to 3.4% from 2.5%, even if the Bank accepts market rates
that had climbed by more than 75 bps since the August MPR w
published

A No changes in the QE program, which has a target at GBP 875
in government bonds and an additional GBP 20 bn in corporate
bonds. The target will soon reached. The sum stands at GBP 8
bn, and monthly purchases have slowed tq & bn. Two
members wanted to stop buying immediately

A Markets had expected the Bank to hike now, as governor Baily
has been interpreted as signalling rate hike was near. The Banl
was also judged to be dovish in some of its comments. Thus,
market rates fell sharply, by up to more than 25 bps. Even so re
expectations are still higher than 3 weeks ago

A The GBP fell 1.7% last week. So from time to time, interest rate
are important for the f/x market!
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Norges Bank confirmed the plan, a next hike in December
The bank is not in all in doubt about the next step
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A Key policy ratevas kept unchanged at 25 bps, as
everybody expected
Ab2NBSa Iy | a nddh&aliSng écanorayK I i Q
suggests that it will be appropriate to raise the policy
NI} 0S FdzZNIKSNJ FNRY (2RI & Qa
the effects of higher interest rates warrants a gradual
NAAS Ay (GKS LRftAOE NIaGSQ
A FRArates fell sharply last week, but not due to new
signals from Norges Bank or weak Norwegian data
(barring an increase in virus infections and
hospitalisations). The setback was due to foreign factors
» The nehike-decision in Bank of England, dovish comments
from the Federal Reserve, and the decline in oil prices were
probably the most important factors behind the decline in rate
expectations abroad
A The FRAurveis stillaboveNorges. | y $eptdmber
interestrate path from mid 2022 tomid 2023. The FRA
curvedoesnot discountmorethan a 25bp hike per
quarter (and peMonetaryPolicy Report), and did
not beforelastg S S indalaration
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House price inflation has slowedup 0.2% in October
Our models signal a faster price increases than seen recently. Higher rates to blamesiomnitimvn

Norway House Prices Norway House prices vs Norges Bank's f'casts
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SB1 Markets/Eiendom Norge/Finn/Eiendomsverdi AS SB1 Markets/Macrobond

A House pricesose by 0.2%n Oct,unchfrom Sept, we expected 0.4Riices are up by 3.8% 3m/3m (annualised), down from above 12% in March. Prices &
7% yly.In both September and October prices rose a tad less than Norges Bank assumed in the Sept MPR

A Prices fell 1.1% in both Kristiansand and Stavanger, even if news from the oil sector has been good. Prices fell m@sjotalyrse in all other towns, the
Y2au Ay . 2RDZ | a dzaddt 0KSasS RIéad bz2g Of SINJ LBrice iinfeuthdy ha2sowed evdpivheteF andi 2
Y2au Ay hat2 YR AY UKS adz2NNRdzyRAYy 3 WYWi2gyanQ

A Thenumber of transactionsvas stable, levedtill above the preCovid levelTheinventory of unsold homesose marginally from the ATL in September

A Our Norway x Oslftow based price modesignals a 0.75% m/m price growibur Oslo model +1%, from zero 6 months ago. Very likely, the outlook for hig
rates is dampening willingness to pay

A Norges Banlexpect house prices to appreciate a moderate pace the coming months, and flatten during most of 2022 41
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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
1.25 - 1.25
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SB1 Markets/Macrobond SB1 Markets/Macrobond

A Ournational x Oslo modebased on flows and the inventory signals a Ogfetvth in house prices per month
A OurOslo modekignals a 1%+ growth (up from zero 6 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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All main regions are surprising below par
But the global surprise index has stabilised recent weeks

A Both US, EMU and China surprises are on the downside, but less last week too

A Emerging Markets x Chirflipped sign, to the negative last week, after more than
one year at the positive side. However, actual date from EM x China is not that bad,
and the PMiIs are recovering

A Norwayhas surprised sharply on the downside, according to Citi

Surpriseh Y RA OS& YSI &dz2NB G(KS RAFFSNBYOS 0S5i6SSy S02y2vyraaiaqQ SELSOGFGAZ2YE yR GKS | Oldd t 2dzid2YS$ 4380





















































































































































































































































































































