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Last week

Omicron: Heaven or hell?

A Very likely, the new virus variantsgnificantly more contagioushan the previous variants, andtill soon become dominant most
places just like the more transmissible variants have become until now

»

The Omicron virus has already spread very rapidly in South Africa and it is already found in a large humber a countries

A We do not yet know how mucimmunity present vaccines or earlier infectionsill give vs the Omicron. Many of those now being
infected are reported to have been vaccinated (but South African physicians say that unvaccinated young people are over
represented among those with symptoms)

A Even more important, we do not know whether those infected with Omicromuee or less ill or will become more or less
dependent on hospital care/treatment or will experience a higher Case Fatality Riaée after being infected by the previous
variants, neither for the vaccinated nor the unvaccinated

»

»

ALG &aSSvya tA1Steée GKIEIG aSND1Qa FYyR tFATSNXRE GNBIFGYSy(d WLMACT

However, most experts still beliewaccines at least will reduce sickness, if infected

South African health experts (who may want to play down the consequences) repoittfidt ONR Y &8 Y LJi 2 Ya (maiwB WSE

symptoms being sore muscles, and tiredness at day or two and some have a slight cough) but no research is yet conducted

A The coming few days (orcl2 weeks) should yielextremely important information on how harmful the Omicron variant isis it

WSEGNBYSt e YAfRQ 2N R2Sa (KAA GFNRARFYy(Gd ONBI3pdSsibie sceriayoS a ak RS

1)

2)

3)

Thebestcase S gAf f WI f fvady fewSlo detferlly Siakvéhie thosdzinfected with Omicroalso gains immunity vs the other variarifsso,
we will soon win the fight against the Covid

A bad caseVaccines/earlier infectigns yield some immu aﬁ/vs Omicron and reduces illness, but as Omicron is far more transmigdigialémnd
O2yaSljdzSyO0Sa | NB Ay sekiogtSchalehdekin ththSaItthx&tﬁamisWh|c®st~om<lé\a|=eyilLeébly under pressukesubstantial
increase in social distancing will be needed to prevent a breakdown a health crisis. It will take time to for the viroghioolgh the population. Bad for
the economy & most marke{&nd probably more than what is priced in Monday morning, following the partial recovery so far)

The ugly caseThe new variant spreads like a wildfire, and those infected get really, sic# it will take time to develop good vaccin@odernasays
they can deliver in early 2022, but if Omicron is really contagious, time is criticathtmare, of course. Some very hard choices will have to be made
and many people will decide themselvweby self isolatingEconomic & market consequences will be substantial, at least for some months

A On theDeltavariant

»

»

»

The majority of countries are still reporting more cagédmit growth slowed somewhat last week, also in Austria and the Nethdd, which introduced
harsh restrictions one week ago (and Netherlands tightened their measures at Friday)

Hospitalisation have increased further in most countgesd now even in the US and in the JBut outside Eastern Europe, na any health crisis (yet).
Austria and Netherlands have introduced harsh restrictions in order to get control, and milder measures are introducdtdenptiaes

Mobility is so far close to stabile at high levels in the West, and as the virus is on the retreat in most countriesig thebAlity is normalising here too,
GKAOK &aKz2dzZ R SIasS adzZJJ & OKIAya LINEOf SYa adSYYAy3a FNRY GKAA LI NJi
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Last week: The economy (before the Omicron virus turned up)

A Preliminary November PMIs

» PMI datasets were in sum better than expectediue to upticks in both EMU and Japan, while US services surprised somewhat at the
downside. Our estimate for a small uptick for the global composite PMI signals growth well north of 4%. Delivery timeseimegkea but
price inflation is still accelerating

A USA

» Theminutes from the FOMC were more hawkishan we thought chair Powell sounded at the presser following the early November meeting
(He was applying for a#i@omination??) According to the minutes, many members of the F@N4€Ed their concerns regarding inflatiopaving
the way for speeding up tapering in December (nraf\Omicron do not hit too hard)

» Q3 GDRvas revised marginally upwards to 2.1%, no important details changed. Howexgurate profitsrose further to the best level
SOSNk2NJ Ay RSOIRSao 2 S AUACLT GKAY] WiKS SYR Aa Yy 8é&edddo@ephide 0§ KS
profits rate at present levels. So far, they have solved the problem by hiking their prices at the fastest pace In 3geeelesry much doubt
that is a sustainable solution

» Personal spendingrew rapidly in October too, and much more than the incagraand the savings rate fell to below the ppandemic level but
thbe Wall of Money saved through the pandemic is still intact (equals 13% annual income). Spending on services are gél] hetms far
above

» Theconsumption price deflato(PCE) confirmed the high monthly inflation in October reported by the CPI, putting even more pressure on tf
Federal Reserve

» Export volumesclimbed 10% in October, and the trade surplus in goods shrank substantially. No details yet
» The number ohew jobless claiméell to a record low level last weekwhich do not weaken the impression of a very tight labour market
A EMU
» Consumer confidencéell slightly in November very likely due to the Delta challenges
A » No credit boom Corporate credit growth has gained some speed recent months, but growth is still moderate, as for households
Sweden

» The Riksbanksignals that the signal rate will be hiked. In-@4 ® al NJ] SGa 6SNBE WRAALl LI AY (I SROealgzi
2023

A Norway

» The LFS (AKU) unemployment rdé&l much more than expected in September, by 0.4 pp to 3B%ploymentgrew further, while the
participation rate fell marginally (and it has flattened since the summer). The strong labour market is confirmed byratforigegrowth in
the no. of employeeqpayrolls, aordninger) in Octoberc now up 1.4% vs. the pygandemic level, and by 2.1% with permanent stay in Norway

A ¥ 1 A -

» RetailsaleNP &S Ay hOG206SNE 68 SELISOGSR | & ¥dndumer doSidehcinyeR i@l skarigin G NB y R
November, and it seems strange that the Delta virus should get the blame. But what else??

» Hotel guest nightsvere much higher than we expected in October, up 1% vs. the 2019 average. Norwegians guest nights are up 18%, due
much higher recreational traffic than normal. Even the conference market is back to normal! Total revenues are up 4% vs. 2019
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The Calendar: Omicron + PMI/ISM, US payrolls, Norwegian unemployment, house pr

Time [Count] Indicator [Period] Forecast  Prior]
Monday Nov 29
09:3JSW |GDP QoQ 3Q 1.804  0.9%
11:00EC  |Economic Confidence Nov 117.9 118.4
14:0JGE |CPI YoY Nov P 5.0% 4.5%
Tuesday Nov 30
00:5(0JN Industrial Production MoM Oct P 1.99 -5.49
02:0JCH [Non-manufacturing PMI Nov 51.3 52.4
02:0JCH |Manufacturing PMI Nov 49.9 49.2
08:0JNO |Credit Indicator Growth YoY  [Oct 5.3%
11:0JEC |CPI Core YoY Nov P 2.3% 2.0%
11:0JEC |CPI YoY Nov P 4.4% 4.1%
15:0US |House prices S&P CS MoM |[Sep 1.3% 1.2%
16:0qQUS |Consumer Confidence Nov 110.7 113.9
Wednesday Dec 1
02:45CH [Manufacturing PMI, Caixin Nov 50.5 50.9
08:00NO [Households' savings rate Q3 (8% 12.19
08:0JGE |Retail Sales MoM Oct 1.0 -2.59
08:30SW [Manufacturing PMI Nov 64.4
10:0JNO |Manufacturing PMI Nov 58.5 58.5
10:0JEC  |Manufacturing PMI Nov F 58.6 58.6
11:0JEC  [OECD Publishes Economic Outl.
14:19US |ADP Employment Change Nov 515K 571K
15:49US  |Manufacturing PMI, Markit Nov F 59.1| 59.1|
16:0QUS |Construction Spending MoM |Oct 0.4% -0.59
16:0qUS |ISM Manufacturing Nov 61 60.8
17:0JWO |Manufacturing PMI Nov (54.7) 54.3
20:0QUS  |Beige Book Federal Reserve

US |Auto sales Nov 13.20m 12.99n
Thursday Dec 2
11:0JEC  [Unemployment Rate Oct 7.3% 7.4%
11:0dEC |PPI YoY Oct 19.09 16.0%
14:3qQUS  |[Initial Jobless Claims Nov-21 255K 199K
Friday Dec 3
02:49CH  |Caixin China PMI Services Nov 51 53.8
08:00NO [SSB Economic forecasts Q4
08:3JSW |Swedbank/Silf PMI Services [Nov 68|
10:00NO |Unemployment Rate, NAV Nov 2.2% 2.2%
10:0EC |Markit Eurozone Services PMI [Nov F 56.6 56.6
10:00EC |Markit Eurozone Composite PNINov F 55.§ 55.8
11:00NO |House Prices Nov 0.4% 0.2%
14:3qUS  |Change in Nonfarm Payrolls  [Nov 525K 531K
14:3qQUS  |Unemployment Rate Nov 4.5% 4.6%
14:3qQUS |Average Hourly Earnings MoM |Nov 0.4% 0.4%
14:3qUS |Labor Force Participation Rate [Nov 61.79 61.69
16:0qQUS |ISM Services Index Nov 65.0 66.7]
17:0qWO [Composite PMI Nov (54.9 54.5

A

A

A

A

Omicron¢ heaven or hell?
» CKS W2yfeQ AYLRNIIFY(d Rsididess/hddfof hospitaktledmentaelfor pedson? 6 &
infected with the new virus variantSo far there are no indication that Omicron is more harmful than the Delta
variant
ALy FILOGx a2YS {2dziK ! TNAOIY NBaSHNOKSNAR adlasS
problem lesg; and if the Omicron is very easily transmissible and at the same time protects against the De
variant,a quick fix for the whole pandentic

A The alternative: Omicron is easily transmissible and even more, escapes current vaccines/earlier infection
but at the same time just as harmfglor more harmful; than the Delta variant. If sgignificantly more social
distancing will take place, whether authorities say so ot not

November (final) PMIs

» The preliminary PMI dataets from the rich part of the world signalled another small uptick. Emerging markets
ex. China have reported much better PMIs recent months, and should continue upwards now. The Chinese
are weaker than some months ago, but not yet weak. Global delivery times may have peaked (or at least the
increase in delivery times) but prices are still accelerating! In the US, the focus will be at the ISM surveys. Th
service sector ISM was at record high level in October

Auto sales

» Several countries report November auto sales this week but too few countries will have reported by next
weekend to produce a global estimate

USA

» Nonfarm payrolls growthis expected to be strong in November too (0.5 mill +), butghsicipation &
unemployment ratess well asvage inflationare the really important data in the labour market report, as these
data give the relevant data on labour market tightness. In addition, the NFIB (SMBs) wilhigpgrplans if
they areable to fill vacancieas well asvage plansFollowing the drop to the lowestew jobless claimsver last
week, check out the flow this week too

» 2§ S E LIS Beige &R é@dfirm decent growth, lack of labour and higher wage & price inflation

EMU

» CPlinflationwill very likely accelerate further in November, preliminary data out from today

» Unemploymentis steadily falling, and has fallen to below the pandemic levet as thevacancy ratekas
YWSELX 2RSRQY 02 UKS KAIKSau fSOSt SOSNY» ! FdzNI KSN

Norway

» NAV open unemploymenis rapidly on the way down, and we expect a further decline in November, especially
among the partially unemployed

» House pricesre appreciating at a slower pace, and interest rates are on the way up but the market is tight an
we expect a small increase in prices in Nov too
Sources: Bloomberg. SB1M est. in brackets. Key data are highliffeethost important in bold S
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TheOmicronis rapidly gainingthe upper hand in SouthAfrica
As it must be far more transmittable than the previous variapésd it will be so everywhere

A new variant is spreading rapidly in South Africa, and appears to be out-

There are signs that B.1.1.529 may be triggering a new wave in South Africa competing other variants much faster than previous variants of concern did

20,000 daily cases in South Africa Share of all sequenced cases* in South Africa accounted for by each variant,
S/7day oG RYarese) by number of days since it passed 12
1007
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3 from Gisaid and the South African National Health Laboratory Service ‘Growth of B.1.1.529 is modelled from SGTF data rather than full genomi

A So far, the number of infected in South Africa is lout, it exploded through last week
» Either because it hag significantly higher Rfan the previous variants (which an unprecedented no. of mutations in the spike protein may indicate)

» Or because the current vaccines or earlier infectidngs not give or give far less immunity vs. the new vaijahich some other mutations may
indicate)
A However, the main question is: How many will get sick, need hospital care/treatment? So far, positive comments from South
Africa

Source: Financial Times 6
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Even theDeltavariant creates more trouble

A majority of countries are still reporting more cases COVID-19, New Cases
Per 100' persons, % last %
14 days (7 d pace) Now & previous week last
-500 0 500 1000 1500 2000 -50 | 50 150 250 week
A 25 countries were reporting more casée last week too, and Czech Rep e 2460 . 45 Czech Rep
growth slowed marginally, like in Norway and Denmark, and several e R L pe i
others Slovenia PSSR 1854 -15 Slovenia
] ) Netherl | —— " 1779 ° 24 Netherl
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SB1 Markets/Macrobond
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More hospitalisations in Europe, and the in the US as well
However, levels are still low outside Eastern Europe

Hospital occupancy COVID-19 Patients in Hospitals
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er mill
150000 - - 150000 1500 - Bullgaria - 1500
125000 - - 125000 1250 - - 1250
Bulgaria 1063
100000 - USA - 100000 1000 - R
75000 - - 75000 750 - - 750
/ USA 142
‘ UK 112
50000 - v 50000 500 - /Italy 81
%Denmark 71
25000 - - 25000 250 -+ £/'Spain 45
. %Norway 42
0 ‘ ‘ ‘ ‘ ‘ ‘ 0 0 : : ‘ : ‘ : : ‘ KGermany 21

¢ : ‘ :
M M J S N J M M J S N
20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond



SpareBank €

MARKETS

More hospitalisations in Europe, and the now in the US as well
Growth has slowed in Norwayand in UK the no. of patients is declining again!

Hospital occupancy COVID-19 Patients in Hospitals
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Mobility is slightly reduced: The season or the virus? We think the season
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
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SB1 Markets/Macrobond SB1 Markets/Macrobond

A The drop irthe US is due to Thanksgiving

10
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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
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A Retail salesose further in Sept and is up 4% vs. the-pemdemic level

A Manufacturing productionstagnated in Aug and Sept mostly due deep cuts in auto production. The level is some 4.5% abowvpdnegméc
level. The first October data are more encouraging

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

11
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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 1% change from Dec 2019 - 20 15 7% change from Dec 2019 -/ China 1.1
_US 17 Nor x oil
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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 US retail data are still very strong, although below the March peak
A Manufacturing productionhas been hampered by a deep decline in auto producfidre manufacturing PMIs are down but not weak

12



Global economy

Global airline traffic has not recovered further recent weeks
Last week was down 19% vs. the 2019 level2186 the previous weeks
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USA Airline passengers
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A The no. of passengers has stagnated in the US as well (but Thanksgiving may change the picture)

13
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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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Unemployment on the way down everywhere, as unfilled vacancies soar

Unemployment is on par or lower than average since 2000 in 20 out of 23 countries!
Unemployment
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A A large majority of countries report lower unemployment than the
2000¢ 2019 average

» In both Norway & Swedemegisteredunemployment is falling rapidly
and is below average leveleven if the LFS rate is higher

A May these low unemployment rate partly explain the higttancy
ratesthat are popping up everywhere?

15
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PMI very likely recovered further in November
We estimate a 0.4 p lift in the global composite PMI to 54.9, signalling a 4.5% global GDP gro

Global PMI vs growth PMI Composite
62 -9 70 - -70
60 - GDP g/q -8
55 annualised -7 USA 56.5
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SB1 Markets/Macrobond Source: IHS Markit, SB1 Markets, Macrobond

A The flash composite PMilovember estimates rose in EMU, UK, Japan and Australia but fell slightyl#$. We do not have any data points from Emerging
Markets, and recent months this part of the world, at least EM ex China, has gained substantial speed. Based on th@nepwtsHe rich part of the world,
we estimate a 0.4 p lift m/m, to 54®well above a normal level

A In the composite PMthe output componentof the manufacturing survey is included, not the total manufacturing index. Normally, the output index quite
to the total index. Now, the surge in the delivery times index has lifted the total index significantly, especiallych plaet of the world, and the total index
has become less relevant.

» In November, the manufacturing output index rose, while the headline (activity) index in the service sector flattenedivEg titaes index fell slightly, but remained hig

A Pricesare rising faster again, broadly
Our estimates are based on the preliminary PMIs from US, EMU, Japan UK, and Australia. The estimates are uncertaiy,dydessuabn 0.5 p 16



Manufacturing PMIs up, services flat in November, due to a decline in the US
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PMI Manufacturing Output
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Global PMI

Manuf. output growth gained speed in November, orders are still climbing fas
The delivery times index fell slightly but is still at a very high level

Global Manufacturing PMI
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A The current capacity in the manufacturing sector is more than reachelde question is of courslow much is capacity (transitory)
impaired by the fight against Covi®? 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 normal. Thatateay indi
UKS Wy z2N¥YItQ OF LJ OAue Aa Yy 2 uexcédhddd strang Mémared foAgyoddbf doddeRuopedzly NI U K S NJ
exceptionally fiscal and monetary policy measures during the pandemithe main reason for the surge in delivery times aridgs
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Delivery times index may have fallen slightly in November
A limited ease in US, EMU, UK and Japan

PMI Manuf. Suppliers' Delivery Times
-%SS@ Alf it was mainly a Covid related problem: Why are not
B Asian counties reporting more delivery challenges?
» OK, transport bottlenecks may cause the problem, but what if

o those problems are mainly due to strong demand for goods in
70 this part of the world?

sia x
L1China/Japan

NChina
- 50

-45

-40

35 A - 35
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A The global delivery time®MI subindex(changes in delivery times vs the previous month) and probably declined globally as well. These su
data confirm company statements, and a surging stream of media reports
A The interpretation of this index is uncertaig are companies really reportirchangesn delivery times?

» This index as been above 50 most of the time (the past 20+ years), signalling longer delivery times. However, delibane taemcreased almost all
the time ¢ they have rather fallen! Companies may be reporting the level of delivery times. If so, delivery times are noatiogatrehile the index
formally reports than delivery times are increasing at a marginally slower pace
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Input prices accelerated further in November, output prices slowed marginall
... atleastin the rich part of the world

PMI Manufacturing input prices PMI Manuf. Output prices
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A Both EMU and U$anufacturing industries reported theteepest growth in both input
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FOMC minutesMany membersstarted to worry about inflation
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A The minutes from the FOMC meeting Nov 3 revealed that many
members of the committee are becoming far more worried about
inflation as they express uncertainty about the level of spare capacity
at the labour market. We are not sure Powell reflected these views a
the press conference after the meetiggeven though he then
acknowledged risks on inflation. Here are some quotes from the
minutes:

»

»

»

Many participantgointed to considerations that might suggest that elevated
inflation could prove more persistent. These participants noted that average
inflation already exceeded 2 percent when measured on a multiyear basis and
cited a number of factorssuch as businesses' enhanced scope to pass on high
costs to their customers, the possibility that nominal wage growth had become
more sensitive to labor market pressures, or accommodative financial
conditiong that might result in inflation continuing at elevated levels

Some other participanihiowever, remarked that #idlough inflationary pressures
were lasting longer than anticipated, those pressures continued to reflect the
same pandemicelated imbalances and would likely abate when supply
constraints eased

Participantsobserved that uncertainty about the economic outlook remainec
high. They particularly stressed uncertainties associated with the labor
market, including the evolution of labor force participation, and with the
length of time required to resolve the supply chain situation. Participants cit
upside risks to inflation, including those associated with strong demand for
goods and a tight labor market. Upside risks to economic activity included ¢
potential nearterm boost to aggregate demand that could arise from the
drawing down of the substantial savings accumulated by households since
beginning of the pandemig few participantsnentioned an upsurge in
COVIBEL9 cases during the coming winter or an emergence of new virus
strains as possibilities that, if they were realized, would damp economic
activity and intensify price pressures.

The market did not react to the minutes, very likely because at least two

WOSYGNR&AGQ Cha/ YSYOSNB NBOSydGfe
the upcoming December meeting should discagsore rapid tapering in
order to open for rate hikes much earlier than so far assumed 21
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Corporate profits rose further in Q3, as they lifted prices at a 8% pace
Subsidies were cut, but profits still rose even if the wage bill grew rapidly

USA Corporate profits USA Corporate profits
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A Domestic corporate profitsose by 3.4% in Q3, we expected a 4% decline. Value added grew more than we assumed

» The wage bill rose by 10.9% (annualised, and faster than initially reported) in Q3 (domestic corporate sector) ldlided|tese even faster, by 14%
pace, azompanies were able tlift their prices at an 8% pace (domestiwrpx finance), an incredible high number. And hard to swallow for the Federal
wSa SNBSS X

» Government subsides (deviation from trend in indirect tagssibsidies) were cut but still equals almost 1.5% of GDP
A TheS&P 500 companieseported a further increase in profits in Q3 but at a rather slow pace

A We think the profit outlook is muted. Wage inflation will not subside anytime soon given the super tight labour markkt
continued price inflation at the current pace cannot be tolerated by the Federal Reserve. Exciting times ahead
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The profit share is close to peak?
The bottom line has always been hurt when the labour market becomes too tight

USA Corporate profits vs unemployment

1 . A Prices are increasing at an
Domestic industries . .
incredible pace but so are wage
costs, and government support is on
the way down

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
» Unemployment is now at 4.6%, and it

is falling rapidly as other indicators
(especially vacancies) suggest that the
labour market is even tighter than the
4.6% rate signals

A In addition, it is reasonable to
expect the production taxes
subsidies to normalise the coming
quarters.

2 | When unemploymentfalls e Heast ] r 2 » Itis still well below a normal level (the

| Pelqw 6% profits grei@xposed |« I impact is shown as the green area at

0 | w w w w w w | — 0 the chart above)

80 85 80 % 00 0s 0 Ts 20 26 A Thus, itis quite likely that the profit

share is headed downwards from
here

All data are not yet published, and the Q3 numbers is just our estimate
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Real consumption up 0.7% in October, real income down 0.3%, as prices So:
The savings rate fell to below the ptdl Y RSYA O f S@Sf X odzi GKS wmo

USA Private consumption USA Household income & spending
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A Private consumptiorrose by 0.7 in real terms iBctober, 0.3 pp more thaexpected(spending in nominal terms rose 1.3, 0.3pp more than expected).
Consumption in real terms hagmined speed since the summer and is now up 4.4% 3m/3m. Consumption of goods has strengthened recent months ai
17% above the FeP0 levelg but will one day turn south! Services have been somewhat slowed by the Delta outbreak, but cansumpeading steadily
upwards. Total@nsumptionis up4.2% vsthe Feb20 level, and on par with 2.6% ppandemic growth path

A Real personal disposable income fell by 0.8%0ctober. Income beforgaxesrose by 0.3%, 0.1 ppore than expectedUnemployment benefits fell but
wage revenues gained more. Underlying wage income growth is approaching 10%

A The savings ratéell by 0.9 pp to 7.3%, down to slightly below the yp@ndemic level (Sept was revised 0.7 pp upwardsjiseholdshave saved an extra
FY2dzyd Sldzt ftAy3 Mmooz 2F 2yS &8SINRa RAALPARFEEQAYDRYSSRUZNAFITaAWKEG LI
the savings rate further down
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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 3.3% pave over the past 6 months, up from 2% ahead of the pandemic. T
indicator of underlying inflation has not been growing faster since 1991

A The trimmed median CPI is up 6.2% over the 6 months, 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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The Fed expects the 2% price target to slip, want to push employment up

CSRQa RSOA&AA2YY 1 00SLI | AyTFirGA2y 110208
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We stick to our main inflation analysis

A Raw material cycleare not lasting that long, and the impact on consumer prices are normally short lived

A Higher profit margingunit profits) have never been the main reason for a sustained lift in inflation

A To sustain a lasting increase in inflatianit labour costshave to grow faster. The ULC = wage inflag@moductivity growth

A A tight labour marketnormally implies higher wage inflation. Now, th@cancy rate is the highest ever, asehestall wage cost indicators signal higher wage
growth. This is the real challenge for the Fédnay be that maximum employment is not that far awaand if so, both targets are met (and prices more thar
that!). And if so, monetary policy most be brought back to a neutral stance
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New home sales weaker than assumed/expected in Sept/Qstill not weak
The inventory is growing rapidly, as the supply side has responded

USA New home sales and housing starts USA New Homes for sales
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A New home salesvasvlosttounchat 7420 6| yydzt f AaSR NI wsld Ayi h&E2 aBIEES A9 @io Mabthd2 N.
were 7% weaker than assumed/expected
» {fSa KI-@gS FrttSy (2 TtpnQ FTNBY Ot2aS G2 m YAttt Fd GKS 20t LISI|

A The inventory of unsold homes has increased by 35% the past 9 months, and the level is the hlghest since Sept 2008vhthaquaed of
sales, theinventor$ |j dz £ & ¢ ®o Y2y i K& ¢up Fom&BI5 méhthglastiSepeeniber t Q f SOS T

» ¢KS AYONBlIasS Ay (GKS Ay@Syi2NE Aa y2d RdzS G2 I NHS nhyetdbustidialsily dagsaisald (filbddaR
normal level). However, the no. of projects not yet started (but for sale) has doubléae highest number eveand new homes for saleut still under construction has
climbed rapidly, to the highest level since late 2007. So, there are lot of homes in the pipeline, and deafisnaation that the supply side is responding to the steep
increase in demand. At one stage, combined with higher mortgage rates, that could change the housing market outlook 27
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Strong order inflow in October, except for aircrafts defenece
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 0.5% in Octobgexpected 0.2%. Both thelatile aircraft & defence orders fell sharply, dragging down tr
headline level by 2%

» OE (GKS&aS (g2 O02YLRySyilias (KS wamimBtendistoSg 68 modp:YX 0SGGSNI 0Ky SEIL
» 1 dzi2z 2NRSNE NRasS (223 odzi WO2NB E +dziza O2yGAydzsSR dzLls |l NRa
A Coreinvestmentgoods ordersvere up 0.686, and the trend is still straight up

A Order inflowis far above prevpandemic levels, especially for investment good orders and surveys are still strongly hinting a furth

increase the coming months
28
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A strange export hike in October but no details available yet
Import volumes have flattened recent months

USA Trade Balance, goods US Export & Import Volume
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A Exportsrose 10.7% m/m in October, an unusual monthly lift. This advanced report does not give any details.
» Exports rose sharply in volume terms as well but is still below thep@nelemic level (in value terms exports are well above)
A Imports rose by 0.5% m/m in value terms, and is 19% above the Feb 2020 level!

» In volume terms imports fell slightly in Oct, but is still sqt&o above the prpandemic levélDemand for goods has been strong during the pandemic,
drivingimportscS @Sy A F | dziz2z AYLRNIA KIFIBS 0SSy t26d 2SS SELISOG !mtheigrdseri ey 2 f |
high levelg dampening demand for imports too

A The trade deficitin goods fell sharply, to USD 82.9 bn from the ATH at 97 bn in September
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New jobless claims suddenly fell to an ATL
Probably an on®ff, but the level is anyway low and confirms a tight labour market

Jobless claims vs. stock market crashes
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USA New jobless claims
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Consumer confidence down in Novembeitthe Delta virus probably to blame
Confidence fell by 0.2 st.dev to 0.9 st.dev abavg still a quite high leve] and better than in Aug

EMU Consumer confidence vs consumption EMU Consumer Confidence
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A The consumer confidence indefell to -6.8 in November frors.8 in October, expected down 6.5
A The level is still high and signals strong household den@odsumers are especially in favour of making major purchase:
A All of the large EMU economies reported confidence above p@ctober but monthly changes were mixed
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The Riksbank finally acknowledges that rates will have to be lifte@zs, s
NEGA&GSR Ada NIGS SELISOGFGAZY A

¢KS YINJSiU

Sweden Riba - expected policy rate
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A The Riksbanktick to its analysis: Inflation will return to
below 2%, as growth moderates and the LFS (AKU)
unemployment remains above 7%

A The Bankprolonged its forecast to 2024, and a first hike
Is now signalled in 24!

A The marketexpects the bank to start late 2022/early
HNHOZXZ SYSY AT UKS 'y jc@a
bps

Tabell 1. Forecast for Swedish inflation, GDP, unemployment and the repo rate
Annual percentage change, annual and quarterly averages respectively

2020 2021 2022 2023 2024 2024 Q4*
cPI 0.5 2.1(2.0) 23(2.1) 1.9 (1.8) 2.2 2.4
CPIF 0.5 2.3(2.3) 2.2 (2.1) 1.8(1.8) 2.1 2.1
GDP 28 4.7 (4.7) 3.8(3.6) 2.0(2.0) 15 1.6
Unemployment 83 8.9 (8.8) 7.7(7.6) 7.2(7.2) 7.1 7.0
Repo rate 0.0 0.0(0.0) 0.0 (0.0) 0.0 (0.0) 0.1 0.2

Note: The assessment in the September 2021 Monetary Policy Report is shown in brackets. *Percentage change in calendar-adjusted
GDP compared with the corresponding quarter in the previous year and seasonally-adjusted LFS unemployment.
Sources: Statistics Sweden and the Riksbank

——
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Reg. employment surged by 0.6% m/m in October, level far higher thanpgard.

The LFS confirms strong employment growth

Norway Employment
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A The increase in the register based no. of employees in

October suggests at continued brisk growth in Mainland

GDP

» Total no. of employees grew by 0.6% m/m and is now 1.4%
above the level in Det9

» We estimate the employment among permanent residents
(Norwegian and foreign born) to be 2.3% above the pre
pandemic level (based on our Q4 estimate for foreign workers
on shortterm stay)

» The increase in employment is broad based, check next page

NEaARSyoOe

A The LFSAKU, survey) employment data (both
employees and seémployed, with permanent
AY Db2NBIl eo

NB LJ2 N.

employment in Septembeay¢gAugOct fromavJuly
opQ Z2ZUOBSNJ UKS

{ SLI O X

or a 5.8% annualised pace

2NJ 0é

» LFS employment is up 1.%acvebefore the pandemic, and
both participation and employment rates are far above the
pre-pandemic levet and the LFS unemployment rate is
Yozttt LIAAY3IQ

0Y2NB

02

02YS I
A National Accountseported a 2.1% growth in total

employment in Q2back to the level in GQ49. These
NA data includes foreigners on shierm stay. In Q4,
employment will climb further, to well above the 4

level
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the pandemic (because the participation rate has increased even more than the employment rate).

A The decline in the LFS unemployment rate during the 5 months since Magn it still was at 5.0%is the steepest 5 m
decline, ever (by a wide margin)

A The decline in the NAV unemployment rate is confirmed

~

RS (

I R
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Retail sales further up in October but the tide has turned
Sales rose by 1.0%, better than expeatdalit the trend has been down from last summer

Norway Retail Trade Norway Consumption of goods
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A Salesare up 7% vs. the 2019 level but rib&t far above a modest 1% trend line from 2013
» Sport & IC equipment contributed on the upside, food on the downsided food is now sliding down

A Total household consumption of goods electricity) fell by 1.3%, and has fallen almost 2% since the summer, and
measured 3m/3m sales are down at a 5% (annualised) pace. The level is still well abovepduwederaic trend, by some
10%- at a level that very likely is not sustainable
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October among the best hotel months ever? 1% above the 28¢§
Total revenues are up 4%!

Norway Hotel guest nights Norway Hotel guest nights
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A The no. of guest nightavas 1% ABOVE the 2019 average level in October, even if foreigners were 40%oNmwegian guest nights
were up 18%lIf not SSB had published these data, we would not have believed in them but a sih@tkkin the industry confirmed
a strong October

A Business guest nightsum occupation & conferences) was just down 12% vs the 2019 average, with conferences alone just do

A Recreational traffiovas up 11% vs. the 2019 average. As foreigners in total are down 40%, we estim&erihagian recreational
demand was up by more than 30%!!
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The global surprise index continues upwards but is still slightly below par
US and several countries are reporting better data than expected, China is back on par

Citi surprise index
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A EMU still surprises are on the downside, but less last week too Cﬁinnaa 2 °

A Emerging Markets x Chintaave fallen to below par, after more than one year at gy

the positive side. However, actual data from EM x China are not that bad, and télsziaé;;i\ific ]
PMiIs are recovering (at least until November) EM x China

Norway [
Latin America
Japan

USA ([ ] |
an
I

A Norwayhas surprised sharply on the downside, according to Citi

B Now ® 1 month ago

Surpriseh Y RA OSa YSI d4dz2NB GKS RATFSNBYOS 0Si6GsSSy SO2y2vyrataq _. .SB1MarketsiMacrobond, 32 ¢
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PMI very likely recovered further in November
We estimate a 0.4 p lift in the global composite PMI to 54.9, signalling a 4.5% global GDP gro

Global PMI vs growth PMI Composite
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A The flash composite PMilovember estimates rose in EMU, UK, Japan and Australia but fell slightyl#$. We do not have any data points from Emerging
Markets, and recent months this part of the world, at least EM ex China, has gained substantial speed. Based on th@nepwtsHe rich part of the world,
we estimate a 0.4 p lift m/m, to 54®well above a normal level

A In the composite PMthe output componentof the manufacturing survey is included, not the total manufacturing index. Normally, the output index quite
to the total index. Now, the surge in the delivery times index has lifted the total index significantly, especiallych plaet of the world, and the total index
has become less relevant.

» In November, the manufacturing output index rose, while the headline (activity) index in the service sector flattenedivEg titaes index fell slightly, but remained hig

A Pricesare rising faster again, broadly
Our estimates are based on the preliminary PMIs from US, EMU, Japan UK, and Australia. The estimates are uncertaiy,dydessuabn 0.5 p 39



Manufacturing PMIs up, services flat in November, due to a decline in the US
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PMI Manufacturing Output
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Global PMI

Manuf. output growth gained speed in November, orders are still climbing fas
The delivery times index fell slightly but is still at a very high level

Global Manufacturing PMI
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A The current capacity in the manufacturing sector is more than reachelde question is of courslow much is capacity (transitory)
impaired by the fight against Covi®? 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 normal. Thatateay indi
UKS Wy z2N¥YItQ OF LJ OAue Aa Yy 2 uexcédhddd strang Mémared foAgyoddbf doddeRuopedzly NI U K S NJ
exceptionally fiscal and monetary policy measures during the pandemithe main reason for the surge in delivery times aridgs
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Delivery times index may have fallen slightly in November
A limited ease in US, EMU, UK and Japan

PMI Manuf. Suppliers' Delivery Times
-%SS@ Alf it was mainly a Covid related problem: Why are not
B Asian counties reporting more delivery challenges?
» OK, transport bottlenecks may cause the problem, but what if

o those problems are mainly due to strong demand for goods in
70 this part of the world?
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A The global delivery time®MI subindex(changes in delivery times vs the previous month) and probably declined globally as well. These su
data confirm company statements, and a surging stream of media reports
A The interpretation of this index is uncertaig are companies really reportirchangesn delivery times?

» This index as been above 50 most of the time (the past 20+ years), signalling longer delivery times. However, delibane taemcreased almost all
the time ¢ they have rather fallen! Companies may be reporting the level of delivery times. If so, delivery times are noatiogatrehile the index
formally reports than delivery times are increasing at a marginally slower pace
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Input prices accelerated further in November, output prices slowed marginall
... atleastin the rich part of the world

PMI Manufacturing input prices PMI Manuf. Output prices
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A Both EMU and U$anufacturing industries reported theteepest growth in both input
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The global PMI input price index sharply ago ATH (data from 1998)

Input prices idices up in November, output indices mixed but at ATH levels
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Global PMI Services Prices
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OECD Inflation vs PMI prices
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A Companies world wide are reporting price increases far above norme
levels, and actual inflation prints will remain elevated for months (at
least annual growth rates)
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ThecompostiteA Y RSE YI NBAYIff& R26yIX airdalyl

.. Due to a decline in the services PMI, down to X7still a very high level

USA Markit's PMI USA Markit's PMI vs GDP
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A The composite PMyielded 1.1 p to 56.5; expected up 0.4p

» The (rjnanufaduring index gained 0.7 p to 59.1, expected up 0.6 p. The level is still verg highihe output index is at 53,%till signalling growth above
tren

» Theservices PMfell by 1.7 p to 57.0, expected up 0.3 p. The level is well above average
A Companies report enoderae growth inemploymentc far below what they really want
A Pricesare still soaring; and cost inflation was the ® highestsince the composite index was introduced in 2009
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The US challenge: Prices are soaring all over the place

A ISM has not yet reported November data
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