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Lastweek: The vrus, part |

Omicron:High transmissibility seems to be confirmed.
But howmany will need hospital treatment? No consensus yet

A The past week hasot revealed many new factsn the Omicron variant. We were quite sure one week ago that the new variant was
much more transmissible than the Delta variant, which has been confiqedh in South Africa and in Oslo

»

»

»

»

»

»

»

»

Inthe SA Gauteng province, the number of new cases grew 5 times last week (408943.equals some 3given the present social
distancing/immunity/vaccination therel he Delta variant had an R atdt below in the same environment. (The comparison may be even worse, we
assume social distancing has increased in Gautemgl even so Omicron cased are exploding. In addition, we assume that atynafjeihose who are
infected, are not tested which may be good news vs. the probability of hospitalisation

Sofar the most transmissiblevariant has conquered the virus marketverywhere, and it seems very likely ti@micronsoon will become dominant,
globallyg and that it will not take long time. The virus is now found in a large number of countries

Immunity from previous infectionsare sharply reduced compared to the previous variants where an infection reduced the probability fordiefagted
by someB0%. The Omicron was 2.4 times more effective in breaking through, which should imply that the real immunity rate hasdredrtddb0%

There isnoresearch regardintp what extert vaccines are protecting 3+ Ay add Ay FSOGA2Yy FNBY hYAONRBYS>IX gKAOK
Oslo Christmas party, where half of 120 participants (and 60 gthests/employees at the restaurant) quite likely got infected from two participants who
had come in from South Africa implies tliae vaccinesdo not protect any better than earlier infections, that is 50%.

If protection from earlier infections or vaccines are reduced to 50% from 8@4jrus will spread at Z; 3 x faster pace among these groups.

In most countries the Delta R close to 1 now. If an Omicron virus is allowed to spreadrything else qual, after some 10 wks, 50- 60% of the
population will be infectedat the same time Then we would better hope that just a very tiny proportion of those need any medical help, because it can
not be given.(Thetotal no. of bedsin hospitalss some 0.15% in Norway, not to mention the 0.015% ICU bed capacity)

Shouldsocial distancing be the preferred stratedgy keep the Omicron at bay (an R not much above 1) until new vaccinégeodline availablafter
some months, draconiameasureswill be needed

Mostlikely, more information will be available during regarding transmissibility and the effectiveness of vaccines during this or the next week

A Evenmoreimportant how harmful the Omicron varianis for both vaccinated and those unvaccinated

»

»

»

»

Different storieshavecomeoutform{ 2 dzi K ! FNAOIFI X GKS AyAGAFf NBLRNIA alAR GKFd GKS &gy
symptoms are similar to an ordinary cold (and there may be some common cold elements in the new virus, and it may Festgpén part of the
respiratory system, not deep down in the lungs, as the previous versions of the virus have done

South Africardata implies a substantial reduction in the hospitalisation rate but given that the virus have exploded over a very shortfpignegtiois
calculus is uncertain (see charts sofee pagesout in this report). Thévesthopewould be the real no. of infections is much higher than reported

Most immunologistsexpect the Tcells created byaccines will protect rather well against serious illness and dealso against the Omicron variaiihe
outcome is extremely important for how much harm the new variant will cre&efar, no clinical results are published, as far as we know

Most likely, this or the next week will revesdmefactson how harmful the new virus variant is
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Lastweek: The virus, part I

Omicron: High transmissibility seems to be confirmed.
But how many will need hospital treatment? No consensyst
Our scenarios are the same as one week @&gms news during week has not brought any clarity on the uncertain points

1)

2)

3)

Thebestcase2 S gAf t Wl f fvady fewSlo detvehls Siakvéhie thosdzinfected with Omicroalso gains immunity vs the other
variants If so, we will soon win the fight against the Cdvid

A bad caself healthconsequencesarey @ § KAy 3 Of 2aS G2 GKS 5StdlF @I NAIy(dQasefioysR |
challenges imur healthsystems of which some are already under pressukesubstantial increase in social distancing will be needed to
preventa health crisis. It wiltill take time to for the virus to burn through the population. Bad for the economy & most ma(keid

probably more than what is priced imow)

The ugly caseThe new variant spreads like a wildfire, andre of thoseinfected get really sick and it will take time to develop good

vaccinesNlodernasays early 2022!!"). A nightmare, of course. Some very hard choices will have to be aratimany people will decide
themselveg; by self isolatingeconomic & market consequences will be substantial, at least for some months

Scenario 3 seems too pessimistic, but even 2 may become rather dramatic as the number of persons infected at the sathe time w
become far higher than earlier in the pandemic. On the other hand, it will not last forever. Barring another strangetwafiant dzLJX

A Post festum, orthe Deltavariant: It would have been manageable!

»

»

»

»

»

Lastweek,alargemajority of countries reported a decline in new cases vs. an increase the previous weeks

Both Austria and Netherlands are reporting a decline in new cases, following the lockdowns/restrictions imga3&ee2ks agoThey
managed to takt the Delta R belowcnd Austria well below 1. They could soon start easing the tight restrictions. At leastlie Omicron
F NNA @S a X

In Austria, the number for hospitalised patients are on the way down too. In Norway, the hospitalisation rate have fallgnathagst
partly because those over 65 have received a booster vaccine shot

Mobility is so far close to stabile at high levels in the Weatring Austria and Netherlanasbut there is now of course a substantial
downside risk

andas the virus is on the retreat in most countries in the Asia, mobility is normalising here too, which should ease sumgyotitams ]
a0SYYAYy3 FNBY (GKA& LINILG 2F GKS g2NIR® ! yiAf GKS hYAONRBY I NNRAOD
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Last week: The&conomy

A November (final) PMIs

» The global composite PMjained 0.3 p to 54.8 in November, signalling@5%6 global growth rate, well above treqdefore the new virus variant arrigein late
November. Rickountries (DM) contributed at the upside, EM slightly at the downside, including (on of) the Chinese PMI. Just 2 coemépestary PMIs < 50. TH8S
ISM service sector indefnot included in the global PMI) wastremelystrong.Delivery times may have peaked but price indices are still surging, signalling a further uptick
in inflation. However, commaodities prices are now easing due the Omicrog aslalso the growth outlook has become more unaier

A Auto sales

» Sales fell in both US and EMU but rose in Japan. Glaleshre down almost20% vs the 2019 level. Norwegian sales are up by a incredible 30%! More countries are
reporting this we&

A USA

» Transitory turned out to be transitoryC SRSNJI f Pm&l&nﬁanyﬁb&*@/dedged what colleagues at the FOMC and the market has told him for a wikire longer
FLIINBLINAEFGS G2 RSaONAROGS GKS adzZNAES Ay AyFildAzy | a WiithdOmirdnidaesBotkdockd@d yhe Y 2 NB
economythe FMOC will taper off the bond buying program faster than signalled in at the November meeting. Then the Fed could stéat bddilngy than indicated so
far. Interest rate expectations rose but less than they feltraninitial Omicron news. The long endthe curve has fallen sharply, on lower inflation expectatiqras the
Fed now signals willingness to address the short term challenges How it is possible to do so without I|ft|ng the rdmtl:haztasvunchanged and deeply into negative_
territory is still a mystery to us-eds Beige bodk LJdzof AAKSR | FUGSNI t 2¢4StfQa YSaal 3S 02y TANa&ity,iokdendardO | LJI

» Nonfarmpayrolls growthwas less thamalfa strong as expected in November but the household survey reported much higher growth, and the unemployment rate fell k
0.4 pp to 4.2% (expected 4.5%). The most positive piece of news was a 0.2 pp lift in the participatiomhiatestill remais well below the prgpandemic level. A further
increase can not be ruled out but the supply side has been stubbornly slow to respond to the unprecedented strong defabodripconfirmed by the NFIB (SMB)
survey on ability for fill job openings and plans for wage hikes the coming months (and a low inflow of jobless claieektas)wActual wages rose a tatbwerthan
expected in November but wage inflation is well above thegaademic level

A EMU

» CPlinflationaccelerated sharply in November, both the headline and the core, to 4.9% and 2.6% resp. However, the core is stillefigustdrage of the past 2, as
years. The steep surge in energy prices is the main culprit. However, the surge in producer prices, also excluding emna@rgyng sign, as are aggressive plans for lifting
prices

» Unemploymentis steadily falling, antll further below the prepandemic levein October to 7.3%, as expected. At the same time Mheancy rate& | & WSELJ 2R S
highest levekver. Still wage inflation seems to be in check, at least compared to the US

A Norway

» NAV open unemploymentell by 0.2 pp to 2.3%, 0.1% beltw2 . Fo@céastg and just 0.2 pp above the low pgandemic level. New jobless remains very low, and new
vacancies are still on the way up

» House pricesrose 0.3%, 0.1 pp less than we assumed. Price inflation has slowed and the upside is probably is probably limited gesBdmksshould not hike rates
(because the economy stumbles due to the Omicron atttitk time, rates will not be cut!). The inventory of unsold homesasecto record low and if not for rate outlook
we suspect prices would have climbed by 2% per month

» Domestic credit growth remaini check,unchat 5.3% y/y in October. Business are borrowing more, households not. Because households are not allowed to borrow as
much as they like
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The Calendar: Omicro#i China foreign trade, credit; US inflation, vacancies; A lot of No da

Time [Count] Indicator [Period] Forecasf  Prio]
Monday Dec 6
08:0JNO |Financial sector accounts Q3
08:0JGE |Factory Orders MoM Oct -0.3% 1.3%
Tuesday Dec 7
CH |Trade Balance Nov $82h $85h
CH |Exports YoY Nov 19.89 27.19
CH |Imports YoY Nov 22.09 20.69
08:00GE |Industrial Production SA MoM [Oct 1.094 -1.1%
08:0JNO |Ind Prod Manufacturing MoM [Oct (0.5% 0.6%
09:30SW _ |GDP Indicator SA MoM Oct 1.6%
10:00NO [Region Survey: Output Past 3MNov (2) 1.79
10:0JNO [Region Survey: Output Next 6MNov (3) 1.65
11:0JGE [ZEW Survey Expectations Dec 25.1 31.7
11:00EC |GDP SA QoQ 3QF 2.2% 2.2%
14:3qUS  |Unit Labor Costs 3QF 8.3% 8.3%
14:3qUS  |Trade Balance Oct -$66.84 -$80.94
Wednesday Dec 8
12:0JUS [NFIB Business optimism, price|$\lov 98.2
16:0JUS [JOLTS Job Openings |Oct 10438k
Thursday Dec 9
02:3JCH |CPI YoY Nov 2.5% 1.5%
02:3JCH |PPI YoY Nov 12.09 13.59
08:0JNO |GDP MoM Oct 2.29%
08:0JNO |GDP Mainland MoM Oct (0.4% 0.6%
14:3qUS  |Initial Jobless Claims Dec-04 228K 222K
18:0QUS |Flow of funds 3Q
Friday Dec 1
08:0JNO |CPI YoY Nov | 4.4%(4.5) 3.5%
08:0JNO  |CPI Underlying YoY Nov 1.2%(1.3 0.9%
08:0QUK  [Monthly GDP (MoM) Oct 0.4% 0.6%
08:0qUK |Manufacturing Production MoM[Oct 0.194 -0.1%
14:3JUS [CPI YoY Nov 6.7% 6.2%
14:3JUS  [CPI Ex Food and Energy YoY |Nov 4.9% 4.6%
14:3qUS  |CPI Ex Food and Energy MoM [Nov 0.5% 0.6%
16:0JUS |U. of Mich. Sentiment Dec P 68 67.4
20:0JUS [Monthly Budget Statement Nov -$1654
During the week
CH |Aggregate Financing CNY Nov 27000  1590h
CH |New Yuan Loans CNY Nov 1590h 826b

A

A

Global auto sales

» Both US and EMU has reported lower sales in November, while sales in Japan rose m/m. Global s
are down almost 20%due to the severe lack of data components

China

» Exportshave been very strong recent months after a pause during the summer. Volumes are up 2
vs the prepandemic level.mhport volumes have fallen sharply recent months and the volume is just
up a couple of pre cent late 2019. Consensus forecasts imply small changes m/m in trade values
Nov

» Creditgrowth accelerated in Octobeg but the trend is downwardsg as the authorities wanted, until
this autumn. Now they are trying to push the accelerator, at least they are trying to secure funding
for solventreal estatedevelopers.

USA

» November inflationdata are not expected to be a nice view, but next month it seems likely that
energy prices will turn downwards, providing some relief for headline inflation at least. However,
companies are reporting plans for hiking prices likehave not seen before (data from 19hew
data from theNFIB (SMB) survesiso out this week

» TheJOLTS report unfilled job openingguits etc. Vacancies have probably peakedrbotainsat
extreme high levels

EMU

» Finally, EMU GDRietails will be available. Growth was excellent, 2.2% or more than 9% at an
annualised pace

Norway

» b2NABS& Fy 1 Qa wiBeylikely refdort gfoSvih abdviddrend the past months (is has
been way above!), and that respondents expect slower but not slow growth the coming 6 months.
However, as activity/employment in many sectors have normalised, and unemployment has fallen
a low level, the capacity for growth is more limited. A disclaimbe Network hagot been useful
duringthe pandemic, as companies have not been able to calibrate their answers to what we are
lookingfor, growth forecass

» We expect the expansion Mainland GDRo continue in October. Employment grew rapiciynd
activityin travel and hotels rose further. We expect business services to gain speed too. Fisheries
may become a drag

» We expectCPlinflation to acceleratein November, both headline and core. The big lift in the
headline CPI will however come in Dkee to the recent hike in electricifyrices.Coreinflation was
at just 0.9%in Oct, we expect a substantial lift in Nov, to 1.3%. Actual inflation is not important for
b 2 . meéhéatary policy stance

Sources: Bloomberg. SB1M est. in brackets. Key data are highliffeethost important in bold 6



Theomicron hotspot: TheGautangprovice
An explostionof new cases lasiveek
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In SouthAfrica

Gauteng Covid cases & deaths

i 12800 {7 d i
Gauteng Covid cases & deaths Deaihs lagged 13 days tost9dave y reas
20480 -7.d average 512 6400 1 New cases |/ 7228
Deaths 13 days lagged New cases 3200 - . if-r 18
10240 - 1 ﬁ% 1600 -
5120 - - 128 800 - -8
| |
2560 - I\ : 400
- 64 200 - y -4
1280 - i [~
\ L 32 100 \-\\__/\"\VJ/
640 - \ \ 50 - -2
| / ‘ L 16 1 8 15 22 1 8 15 22 1 8 15 22 1 8
320 - \‘VI‘ h.\;'l \ 21 Sep 21 Oct 21 Nov 21 Dec
LY
"4 L 8 SB1 Markets/Macrobond
160 -
Gauteng Covid-19 cases
80 - T4 15000 - - 15000
40 L e 12500 - - 12500
MJJASONDJFMAMUJ JASOND
20 21 10000 - - 10000
SB1 Markets/Macrobond
, o . . 7500 - - 7500
A The Omicron is hlgshly transmissible, some 3 times more than the ﬁiff‘_zo
Delta variant in thé&autangegion, at least (an R at 3 now, Delta ., ay-20 L 5000
managed an R at 1 now)
» Previous infections do not protect that well against reinfections 2500 - L 2500
» Very likely, vaccines protect far less vs. infectiefisthe Scatec Oslo g
Christmas party - — 0
A However, there is still no consensus on the proportion of infected 1 8 15 22 29 36 43 50 57 64 71 78
that need hospital treatment, neither for those who are vaccinatet Days from 'take off

or the unvaccinated. So far, the proportion seems to be logdent
the Omicron outbreak is still too young Eoo few have been sick fc.
long enough to make an assessment). Even so, the no. of
hospitalised persons is on the way up too, due to Omicron

SB1 Markets/Macrobond

One outlier for both new cases and deaths are corrected
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The 2 mosimportant chartstoday - Hospitalisationsare less upthan new cases
Howeverthe calculus is stilincertain especiallyasnew cases in SoutAfricaare exploding

South Africa Covid Cases & hospitalisations South Africa Covid Cases & hospitalisations
32000 - - 6400 450 “New Cases & new hospital admissions 450
16000 - L 3200 400 7 days % change in 7 days’ average L 400

8000+ ‘ 350 - - 350
4000 7 [ 800 300 i [ 300
2000 1 i 22(;0 250 - - 250
1000 - r ;J
New Hospltal dm 200 -200
500 - 3.days lagged - 100
150 1 - 150
2504 - 90 New Hospital Admissions
4 L 100 T 5 d I d B 100
30 /Share of infected " 30 ays lagge ,.
Jadmitted to hospltals L 50 4 v ; n - 50
20 :\,\/W\'\“/\'\v 20 0+ VN SUAM .V a0 ! 0
10 - 4 ™ \—~ VN Al
0 ] [ 0 B0 S =50
J J A S O N D J F M A M J J A S O N D MJJASONDJIFMAMI JASOND
20 21 20 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

~ ~ s A

AwSOSyidftesr wedzaidQ az2YS > 2F (K2aS AyFSOGSR KI @3%as0SSy
the number of new cases has grown much faster than new admissions (5 days ago cases were up 280%, while hospi
admissions were up less than 100%

» Evenso, the number of new hospitalisations have grown faster than ever during the pandemic

A In addition, as admission data are weekly sums (calculated per day at the chart above), and as cases are now exploc
small changes in the lag structure may change the calculus substantially




Covid19

The Delta turned out to be manageable. Will the Omicron?

More countries reported fewer cases last week

A 15countries were reporting more casése last weekdown from 25
the previous week

A 28 countries reported fewer caseap from 17!

A Austria reported a steep decrease in new cases, following the tight
lockdown

A Most likely,the Omicronis now having an impact in more countries
than in South Africa

A South Africareported an extreme steep rise in new cases last week
due to the Omicrorg but the level is stilhot highg asit isreported.
But the real number of infected are probably much higher

Covid-19 new cases per day

2560 -Rate per 100.000 over 14 days »Netherlands 1724
(measured over 7 days) 4Austria 1562
1280 - L
j ~Germany 965
640 1 UK 906
; \Norway 875
4 \
3207g \France 775
160 - _\USA 449
\Spain 249
80 h\Sweden 233
South Africa 190
40 - 40
20 - - 20
10 - -}
<India 8
51 - 5

J F M AM J J A S O N
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COVID-19, New Cases
Per 100' persons, % last %
14 days (7 d pace) Now & previous week last
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Covid19

More hospitalisations in Europe, and the in the US as well
However, levels arstill not lowoutside Eastern Europe

Hospital occupancy
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COVID-19 Patients in Hospitals
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But Austria has turned the tide, and the no of hospitalised in UK is falling ste:
Growth has slowed iNorway. At least until the Omicron starts spreading

Hospital occupancy

175000 L 175000
150000 - - 150000
125000 - L 125000
USA

100000 - - 100000
75000 - /[\ L 75000
50000 | \/\J / - 50000
25000 - / L 25000

L S 0

M M J S N J M M J S N

20 21

SB1 Markets/Macrobond

COVID-19 Patients in Hospitals

Per mill

/Austria 290
US 162
/France 139
~Netherlands 122
UK 108

~Denmark 75
NGermany 72
\South Africa 62
HNorway 48
Spain 40
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| Sep | Oct | Nov

21
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Norway:. New cases are not accelerating, growth in hospitalisations have slo\
A 39 dose, some changes in behaviour may have been sufficidtattey 0 KS K2 & LJA U

Norway Covid-19 cases & Hospitalisations

Norway Covid Cases & Hospital occupancy 64001 < Now cases. Tamug |
1280 - < < Cases pr100" 1280 32001 5 days fwd - 96.0
over 14 days 1600 New Hospitalisations => - 48.0
640 - | | = 640 7d avg

Hospital Occupancy 800 - - 24.0
390 - 10 days lagged L 390 400 - - 120
200 - 6.0
160 - 160 100 - 3.0
80 - L 80 50 - 15
40 7 " r 40 SB1 Markets/Macrobond

20 - L 90 Norway New hospitalisations, % of postive
6 1 New hospitalisations lagged 5 days vs. postive tests -6

7 days average in both series
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SB1 Markets/Macrobond 3 3
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Mobility down in Austria, Netherland, Germang but not much elsewhere
We are also spending more time at home at this time of the year at the Northern Hemisphere

Google mobility Time spent outside home
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A The reduction in mobility is so less than during
previous virus fights, at least outside Austria (were
cases are falling rapidly)

A The recent drop in mobilitthe US is due to
Thanksgiving

A Mobility in Asia is on the way up, and some countries
are back at préelta levels
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Global retail has strengthened recent months, global trade is sliding down
Manufacturing production has been flattened due to the problems in auto industry

Global Retail sales, industrial prod. & trade Global retail sales volume
7-5'%change vs. Dec1 ‘ - 7.5 130_Ex. auto, volume, 2014 = 100 . 130
50 120 -SBM1 estimate Retail sales -120
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- | ‘ /\\/\/ a1 110 - - 110
\ A 100 - - 100
0.0 +—=oe — g 0.0
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-5.0- \ / - 5.0 70 - - 70
7.5 - 7.5 60 - - 60
-10.0 - - 10.0 50 - - 50
-12.5 - 125 ) /JPA\\ A T2
-15.0 - ' --15.0 Ojlﬁfvu\' vy 0
2- L2
-17.5 1 S S e --17.5 4- Dev. from trend, % F 4
JMMJSNJIJMMUJISNJIMMUJISN : ‘ ‘ ‘ : ‘ ‘ : ‘

19 20 21 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond/CPB SB1 Markets/Macrobond

A Retail salesose further in October and is 4% % up vs thepaademic level

A Manufacturing productionhas stagnated since Aug mostly due deep cuts in auto production. The level is some 5% abov@ainel@mec
level in October

A Global foreign tradepeaked in May and has fallen slightly thereafter. In September trade volumes fell more than 1%. The level is still more
4% above the prgpandemic level

14
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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 11
Us 17 World SB1M 5
10 - / Nor x oil
related 5
Norway 9 \JSWeden 3
UK7 <ltaly 3
UK7 | B
<China 5 USA T
World SBTM 4 Norway 0
L KySpain -1
<EM x China 0 \EMU -
HUK -2
= France, -3
\South Korea -3
.10 \Germany -7
\Japan -8
15 | \Nor oil related -9
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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 marginally below the March peak
A Manufacturing productionhas been hampered by a deep decline in auto producfidre manufacturing PMIs are down but not weak
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Global airline traffic strengthened last week but some clouds on the horizon
Last week15% vs. 2019, up froR21% the prev. week (bsiome volatility in late November)

Airline passengers
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Flightradar24 SB1 Markets/Macrobond

A Until October, strong growth in no. of passengers in

Europe, and the gap vs the US was reduced :ifma 45
A The fight agalnst the Delta has reduced aircraft o

movements in Europe especially in Austria (lower chart Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov
to the right) 21

SB1 Markets/Macrobond
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Global GDP gained as India recovered sharply
Strong growth in the EMU also contributed well. US & China grew just slowly

GDP GDP
10 1% change from Q4-19 China 8.9 5 - Deviation from pre- L/Sweden -1.2
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A GDP in India grew 12.2% in Q3, following the 12.3% Delta virus setback suk¥antially better than we assumed
(7.5%)

A Thus, global GDP grew 0.3 pp more than we assumed in Q3, by 1.6%. In Q2, the collapse in India cut global growth t

0.1%. The average over these two quarters at 0.85% equals a 3.5% growth pace, not impressive given the still
substantial gaps vs. pygandemic growth trends (chart to the right). The global GDP is some 2.5 below trend

A Sweden, Denmark, Norway, China and Finland is at the top of the list. UK, India and Spain is at the bottom (more

countries next page, in fact Turkey is at the dop 17



Global economy

Inflation may be peakingrew soon¢ at a high level

Energy prices the main culprit, but core inflatioas turned up more places

Core CPI Inflation
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CPI Inflation
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Global PMI

The global PMI further up in November, DMs still in the lead
The composite PMI rose by 0.3 p to 54.8, signalling growth well above trend, at a 4.5% pace

Global PMI vs growth
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Global PMI vs growth
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A The global PMI was 0.1 pp below our forecast, based on the flash estimates from the rich part of the world
» Small changes in both the manufacturing & services PMIs
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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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Composite PMI

Deviation from 50 & change last month
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A 17countries/regions up in November (up from 13), 8 down (from 13), and just 2 below #l@e5@rom 3)

A Our ISM composite index up to the lead, Sweden downgrade to'thgl@ce. The Norwegian manufacturing PMI (total index) is no. 3 (but we
not compete in the composite league)

A The Chinese PMIs have flattened, both are marginally abovea@d signals growth not far below normal
A Other EMs mixed, and in sum marginally down, as both Brazil and Russia reported weaker PMIs
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Global PMI
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EM x China slightly down but still close to the best level since 2012
These countries have been struggling with the virus far more than DM, due to lack of vaccine:

Composite 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 lifgk, No &Swat the top!

Global Manufacturing PMI vs production
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A Theglobal total manufacturing PMflattened in November while the
output index rise slightly

»

»

»

»

»

51% of countries/regions reported highleighertotal PMIs in Nov vs Oct, down from
60%

European countries dominate the top of the lsbut US PMI & ISM are up there too
India gained further ground at the top in the EM universe

TheChinese PMlsvere is sum marg. up., and both are close to 50

EMsare still far weaker than DM, and the gap did not shrink further in Nov
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PMI Manufacturing

Dev from 50 & change last month
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Thedeliverytimes indexdown in November, hagpeaked??
Why havedeliverytimesexplodedonlyin the rich part of the world? Due tostrongdemandhere?

PMI Manuf. Suppliers' Delivery Times Developed Markets - Manufacturing PMI
_,ﬁs@ 751 ~Delivery times 74.2
5 70 - - 70
65 - - 65
- 70
| 60 - - 60
World | “Total 56.9
- ou 55 - 3
sia x ‘
rChina/Japan 50 - 50
<China
U
45 - - 45
-45
| 40 40 - - 40
35+ - 35 35+ - 35
00 02 04 06 08 10 12 14 16 18 20 22 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond SB1 Markets/Macrobond

A The unprecedented increase in the delivery times ingleshich probablymostly is due to the unprecedented growth in demand for goods
in the rich part of the worldin EMs companies are complaining about longer delivery times

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 has notedthetatal
index - so we could use the total index as a proxy for actiNtt so now, the output index is more relevant
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Manufacturing price increases accelerated further in November
Price increases have been rather modest in Emerging Markets, even if they too are on the wa

PMI Manufacturing input prices PMI Manuf. Output prices
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Mixed November PMIs, in sum marginally @pand the level is not that low
The average of the two PMI data sets rose 0.5 p to 51.7, less than 1 p below the average sinc

China Composite PMls - China PMI| vs GDP 7
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A TheNBS composite PMbseby 1.4 p to 52.2, better than expected. The level is Tbélpwaverage
Aal NJ A G Qa 1082.3052.4 Xhe Bvel is 0.belowthe averagesince 2012

A In sum,the two PMIs wersslightly up but still somewhat below pasignalling GDP growth below norngabut far
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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Services ISM up to another ATH. The composite ISM/Markit signals 6% grow
LJ ndm LI G2 cdpdmE SELI R26y G2 cpd !ff My
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A ISM servicesrders, delivery times, input prices are surging but not fastétomemver Employment is growing faster, as
ga GKS QodzaiySaa OGAGAGEQ AYRSE o6dzi at26SNJ

Aal NJ AGQa &S NIAMDIS morathan &xBectéd). Fihe mdeKisiat 8.0, a more than decent level

A Together with their manufacturing indices, tRMI/ISMssignal some 6% Q4 GDP growth, well above the actual growth i
Q3 (2.1%)

A Prices indicesre still reporting record high price growth (check next page), for input prices as well as output prices (in
al NJAGQa talLbv 26
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Oobs the Norwegian PMI shot up 4.9 p to 63.7, th&dbest in the world
We expected a small decline! Delivery times boost the index but the core is still at 59.7!

Norway PMI manufacturing Norway Manufacturing surveys
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A All subindices in the total index contributed at the upside. Orders were the most sphrd export orders are just in the laaice

A Businesses in Norway, as in other rich countries, are reporting of bottlenecks and increased input prices (check n& pagbj.
the record high delivery time index signal strength in the manufacturing sector, and an index excl. this component |sbemm% e
now (like in other countries, check next page)

» In November the input price index slowed somewbhéiut companies are still reporting rapid price increases
A Other manufacturingurveyshave turned up lately to abovaverage levels

A Even if surveys have been reporting groydhtual productionhas fallen slightly sincepfil. Hope for something better now (if the
virus does not take us down)
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Beige book: Growth at anodest to moderatepace, due to supply constraints
Supply side disruptions and labour shortages keeps growth in check, wages & prices on the v

The Fed vs the market
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A New signals from the Federal Reserve due to the Beige

book?
» b2

program faster than announced in November, paving the way for an

L2t AOe

GAIKGSYAYy3 41 a
before the Beige book was publishé®arring a serious Omicron
setback, the Federal Reserve will wind down its bond buying

earlier lift in the Fed funds rate

A Growth was unchanged atodest to moderate pacén most
districts past six weeks (from moderate pace 12 weeks ago),
I OO2NRAY3I (2 (GKS CSRQ& moovidRA
was mentioned fewer times, whilgonstraints due to supply
chain and labour shortagegere widespread explanations and
not demandg which still was strong were limiting production

» No district reported strong growth, down from 2 in October
A No sector reported weaketemand

A Most districts/sectors report further growth iemployment, but
growth was constrained by lack of labo@hildcareretrirement
& covidsafity concerns were cited as reasons for labour
shortages

A Wage inflationaccelerated and many districts are seeing a
continuedupward pressure on wages

A Price increasesvere widespread, as input factors became more
expensive, and companies could lift their own selling prices wit
little pushback as demand was strong. A bright spot:
Semiconductors and steel products had become more available

A The outlook for overall activityemained positive in most
districts but there were some uncertainty when supply chain an
I Y'Y Zado(ihdrtageswolldbdasea t 2SSt KAYaSt §
A In sum:The reports out of the 12 districts confirms that demand
Is not the problem, the supply side is!
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Mixed employment data but unemployment is falling rapidly
Wages are still growing faster than before the pandegiiecause the labour market is very tight

USA Nonfarm employment USA Wage indicators
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A NonfarmpayrollsNE &S 6& HmMnQ AY b2@BSYOSNE FIN fSaa GKIYy GKS SELISOU StRdownm/9 @ihQ2.690)IsD |
the pre-pandemic level. The employment rate is down 3.1%, implying 5 mill lost jobs (that is, adjusted for growth in the agekiogulation)
» 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 gains 0.2 pp to 61.8% (expected up to 61 best level so far in the pandengithe best news in this reporEven so, the response from the
suppl)ll sidle of the labour market has been extremely dismal during the strong employment recovery. The participationvaii4% (1.5 pp, 3,1 mill persons) vs the
pre-p leve

The unemploymentrate? 02 t £ | LIASRQ o6& n ®n -additas Rllemfasieythe paStb mishhsittaR ever Befoie (barring last summer)

Average wagesose by 0.3%, 0.1 pp less than expected, Wages are up 4.8% y/y (0.2 pp below consensus), far aboyerttverprall sectorsra reporting higher wage
inflation ¢ and all wage indicators now tell the same story

Even if the participation rate finally grew in November, siu@ply side is obviously the bottleneck at the labour marRéte tight labour market signals continued wage
inflation at a level that is not consistent with inflation at 2% over time (barring a substantial productivity shock)
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Finally, the participation gained two ticks but remains far below ppeevels
Why are not more workers returning to the labour market when demand is so strong?

USA Labour market
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A Thelabour force participation raterose by 0.2 pp to 61.8% (of the working age population, 16 y +), the highest level so far during the pand
¢ no doubt the best piece of news in the labour market report
A still, the participation rate is down 1.5 pp (vs the working age population) vs the pre pandemic level, equalling 2.4%llque3bns
» In November, 1.3 mill persong)(1 mill) responded that they did not search for work (and thus were excluded from the woe§ forcCoviell9 related reasons. Thus,
Yy2ald 2F (K2asS K2 KI@FS Wyz2i NBGddZNYSRQ R2 y20 o6ftlYS GKS O2NRBYl GANHzA LI yR
A The employmentrateDf A YO SR nom: (2 popdw: O0GKFIQa gKeé (GKS dzySYLX 2&8yYSyd |
more than the increase in nefarm payrolls. Over time, these two measures are reporting the same growth rates, but they feayrdih
month to month. The employment rate is still down 1.9 pp, equalling 3.1% or 5 mill persons 30
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Unemployment is falling at a record pace
The unemployment rate nosedived 0.4 pp 4.2% in November, 0.3 pp more than expected!

USA Unemployment vs Fed forecast USA Unemployment - change m/m
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A The recent five months, the unemployment rate tiallen at the fastest pace evdrarring the initial decline in the
unemployment rate after the first Cowvitld shock last spring/summer

A In Septemberthe FOMC members expected that the unemployment vadeld decline to 4.8% in Q4. In November it
was 0.6 pp below this estimate, a level the bank assumed would be reached approx. in /August néixtogajust 3
months, not 12

A Households report that jobs very easy to get, as it the unemployment rate was well below 4%
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All wage indicators are reporting higher wage inflation

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 the next pages)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
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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
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A More companies than ever before (data from 1986) 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 latetZ@nonths) is pretty strong
A The correlation between unfilled vacancies and actual wage growth is even tighter, with the same lag

A No doubt, these data were important for Powell and the Federal Reserve when they announced the change tack last
week, after all inflation was perhaps not transitory
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Unemployment fell further in October to 7.3%

EMU Unemployment EMU Employment
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A Unemploymentis falling rapidly as the economies are opening up. In October, the unemployment rate fell 0.1 pp to 7.7
expected, and the level is well below the average in the months before the pandemic hit

» | 26 SOSNE (KS Y2yuKfte RSOftAYS YSIAdz2NBER Ay Wnnann (2 cnQX GK af
A Employmentrose by 0.5% i@3 as over the previous 4 quarters, and it was 0.5% below th@angemic level

» However, the best proxy for the real unemployment rate, at leastiemand for labour is the number ohours worked In Q2 hours worked
were down 4.1% vs the pgandemic level, as the average working hours have fallen sharply. Q3 was far better but no data yet

A The no. ounfilled vacanciesharply in Q3, to the highest level ever (chart 2 paged 34
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Inflation up 0.8 pp to 4.9% in Nov, core up 0.6 pp to 2.6%¢BD y high!

l YR 61 & 06208 SELISOGP 6ndn 9 HPx:0D 9y SNH:
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AX GKS I NB a2 Y Scaddirflafionis #hé Bighdstnddecacr

A The headline HICRse 0.7% m/m in November, as in October. Energy prices rose sharplyR 1 KS& | NB y 26 dzLJ Hy::
F0o20S UKS 83 vnmgp £ SOSEtO0DP ¢KS | Yy dbufpriddd ate fust lipi2.3% dvdr'the past 2 ieardNgn | 0 2
average)

A Core pricesose 0.4% m/m, and the annual rate rose to 2.6%. Again, one year ago, annual inflation was just 0.2%g\erddeever the past
24 months is just 1.4% he core CPI rate will probably decline substantially irf22a@as prices rose 1% m/m in Jah (left chart, red circle)

» Food and beverage prices rose 0.4% m/m, while services were down 0.2%
A Wage inflationis still modest, but more unions are requesting compensation for the hike in consumer prices 35
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AcKS WFdzA t GAYSQ 2JTISFKHI»OK Xz SitvdzRE & YBgeNI 2 dzZ3KSRadp2 NS B X) B8t (BEQSE
was revised down). The rate fell by 0.2 pp to 2.3%, 0.1 pp belmBaforecast. (Unadjusted, the rate fell by 0.1 pp to 2.1%, vs. 2.2% expected
us & consensus). The 2.3% rate is Wwelbwthe 2000¢ 2019avgat 2.9%, and just 0.2 pp above the gpandemic level. 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 Y 2 NdsIJabdug o
marked measures, thiotal unemploymentF St f o6& wmnQ (2 wm-pandamic lével. Therat isl4.8%, dpSroni K5%6 indBALES

A The inflow ofnew job seekerdell further, and theinflow of new vacanciesose further from a high level the previous 6 months
A Last weekThe LFS (AKU) unemployment ratesedived by 0.4 pp to 3.6% in Sept, far more than expected, aspoyment raterose furthess



K]
SpareBank €

MARKETS

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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A House pricesose by 0.3%n Nov, up 0.1 pp from Oct, we expected 0.4%ces are up by 4% 3m/3m (annualised), down from above 12% in March. Prices
up 6.6% yly

A Prices iDslofell by 0.1%, and faster in Trondheim and Tromsg. Prices rose most other places, and most in Kristiansand and Stamaimgeprifzé cuts last
Y2ZYUK® b2g Of SIFINJ LI UUSNY 2F | W2dzu 27T U Rrigefindlaflon&ds Solvedeied/ kherg, 2rid méost iraGslo and
UKS adzNNRdzy RAYy3 Wiuz2éyaQ

A Thenumber of transactionglimbed to arather high levelTheinventory of unsold homesose marginally but is still very low

A Our Norway x Oslflow based price modesignals a 0.75% m/m price growibur Oslo model aimost +1%, from zero 6 months ago. Very likely, the outlook
higher 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 37
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Duringthe pandemic Bodg/Fauskehe winner, Tromsg and Stavangéie losers
OsloandsurroundingEasterntbwnsQ  Kdedhthe laggardsecentmonths

Norway House prices Nogﬁ’ay H;“,jemp”ces t . -
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A Bodg the winner the past few months (3m/3m) as well

A No clear pattern in changes in house prices during the pandemic or over the recent months but the 4 biggest cities
have been somewhat on the weak side since before the pandemic. However, recent months both Trondheim and
Bergen has been on the upper part of the ranking (3m/8mj)th Oslo andsurrounding cities/areaat the bottom
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The global surprise index continues upwards almost up to par
US still above average, at China & the EMU crossed the line last week, Emerging x China still

Citi surprise index
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Citi Surprise index
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A Emerging Markets x Chirlaave fallen to below par, after more than one year at Cmrt,zeran

the positive side. However, actual data from EM x China are not that bad, and tém Racific

PMIs are recovering (at least until November) ** World **

orway

- . . . N
A Norwayhas been surprising sharply on the downside, according to Citi. But lastceemea
week we returned almost to neutral, at least partly due the strong NAV report [EM x China

Japan
Latin America

B Now ® 1 month ago
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