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Last week: Theiws, part |
Some tentative but positive South African news

A Thegrowth in new cases slowed considerably last weekrowth is still high, some 70%w(equallingan R atl.5),but far less
than the previous week. Data are volatile, and testing policies may change but the slowdown is significant

A What is just as important: We de not have any indications that a sharp reductianbiiity has contributed to the slowdown in
growth in new casedike we saw during the earlier virus attacks. Is herd immualityady reached and are people not that
worried?

A Theno. of new hospitalisation,JNR 6 6 f @ 3INBg o6& Y2NB (KIy wmnmg: fFad 6SS1 o
before (data not yet final yet). The share of positive cases that ends up in hdsgatsis approx. 8% (however hard to calculate
exact when the no. of cases is growiagidly).Earlier during the pandemic an average of 20% of new cases have been
hospitalisedsay a 50% reduction is the risk of being hospitalised

A Of those hospitalised

the time in hospitakeems to be shorter than during the Delta wave

approx. 9% need treatment gn ICU unit, down from 1§ 20%- a 50% reduction

3% need treatment in a ventilator, down from;7.0%, a 66% reduction

14% are given oxygen, down from approx. 20%0% reduction

A In sum, if %2 as many as hospitalised as with Delta, and 66% fewer of them need the most intensive care in a tetilator,
health risk when infected by Omicron may be sovhéo 1/60f a that from a Deltanfection
» Thesenumber are uncertain and may not be applied to other populations with other characteristics (race, age, vaccinationsstegiusifections

etc)
A Death statsare confirmingthat Omicroncreates less illness. Still, the. of official corona related deaths has increased, and the
no. of total excessleaths even more but still lessthan growth in na of newcases (some 2/3 lower)

A Disclaimer: Thes#ata updated until yesterday, and the frequencies, when hospitalised, have beestghbigerecentlyWe are
more uncertain on the hospitalisation rates, as cases are still growing rapadigt the coming days hospitalisations, ICU &
ventilator patientswill probably increaséurther
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Last week: Theiws, part Il

Other virus news/analysis

e

rotect well againsOmicron but thata 3
ast vs. serious illness and death

» The problem is that it will take several weeks to distribute a booster to all.

booster is effective, at

A There seems to be a consensus that daouble vaccines do not
0 100 100 100 100

Andin most countries a substantial share of the population has not taken a 1 400 170 130 100
vaccine at all
A It also seems likely that previous infections do not protect well 2 1.600 289 169 100
against an Omicron infection
A The challengaow if Omicron still has anfr abovel given the 3 6:400 491 220 100
current social distancing, the no. of new cases will explode. In P - p— =
case you have forgotten the calculus, check the table to the right. 4 5. 5 1
Soeven if the heath risk may considerably lower vs. the previous
variants, the no. of patients thai need serious hospital freaiment S 102.400 1.420 371 100
could easily exceed all availalz@pacity if too many get infected
at the same time 6 409.600 2.412 483 100
A Norwaymay be a case. Growth in new cases has accelerated to 7 1.638.400 9.648 627 100

50% per week, implying at RaR5- 3 and increasing, probably

because the Omicron rapidly gainingjround. Everything else
equal, a further increase in the growth rate may be expected as
Omicron gains market share the coming weeks

»

»

»

»

Social distancing & Y26 AYONBI aAy 3 |-%F“z gREANeWSy 1)y G KS WidizYl G4 OQ
r

increase in R when Omicron overtakes Delta (which will be brought i i ina i
under control due to less social contact) the next week A A large majority of countries reported a decline in new cases

Then we could assumesignificant reduction in the risk for A Austria, Netherlands and Germany seem to have gained control

ngg%h%ﬁg?gg'gfyeg ];Zrto 5L/16arri13kvr%%tﬂgﬁ%r$e the South African » Especially Austria with an R << 1, and a sharp reduction in hospital
However if the Omicron R stays at 1,5, the reduction in the risk for patients too. So hqrsh measures worked, once more. Against the
serious iliness will Justglve the hospital system@3 SS 1 a Q Delta variant, that is
leeway, before demand for hospital beds again explodes (by the

same 70% per week as the Omicron virus Spread#il something

stops the virus

It is far from evident that the current measures will bring the n oA . A R . . . .
hYAONRY w adzf ¥AOA Sgiﬂ e RZ2gy3Q) SOSY AT UKS KSIfuUuK AYLI Ou Yle 0SS WY)
Ior rpost ?f those infected and thaust W ¥ S @wilbneed hospital

reatmen
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Last week: The economy

A

A

Global auto sales

» Sales were close to unchanged in Novemband still down 18% vs. the 2019 average. Small changes in the large countriesrégffois down 24%, EMR4% vs. 2019.
Norway at the top, +30%, how is than possible?? German auto production is down almost 40%. The lack of components is critical

China

» Fy1aQ NBaSN@Se ohthyjodpN® h&gfitneaiin this cycle, the first came in July. The impact is limited but signals that the authorities want credit to flow
a tad faster, at least through the ordinary banking system. In Novencbedjt growth accelerated for the ® month in row, mostly due to increased borrowing by local
governments. Bank credit is slowing shampbnd total credit growth has slowed since r#il, even if the 2 last months wererghger. Credit growth (underlying 11%) is
higher than any reasonable estimate of trend growth in nominal GDP, and the debt/GDP ratio is still on the way upe#tgstadeach old dogs new tricks, especially if it
hurts, short term. China Evergrande as well as some other overindebted real estate developers are in or close to bankmpteyformal news last week was in reality
old news but the final countdown will probably not stimulate credit growth or construction activity short term

» CPlinflationaccelerated by 0.8 pp to 2.3% in November as energy prices rose sharply. Core ex food & energy inflation slowed 0% pp to 1.2

» Both exports and importyalues grew m/m in November, we assume in volume terms too. After a setback during the spring/summer, import volume tarthbamie-
pandemic trend growth path. Export volume are 14% above!

USA

» Headline inflationaccelerated to 6.8% from 6.2%, and core rate to 4.9% from 4.6%, both as expected. Energy and new/used auto prices Expliasghawth in the
headline index, and these prices will not climb foregdut more prices are rising faster. The Federal Reserve/Powell hasiacg more rapid policy tightening, so now
nobody cares, except for a limited lift in the short end of the yield curve. The Fed will just bring inflatiorvdtvanit anybody getting hutt

» The no. olunfilled vacanciesecovered most of the limited decline in Sept, and is close to all time high, far above anything seen before the pandemicoffilew
jobless claimdell to the lowest level ever. We really hope that a) a tsunami of available workers soon floods the US labour markedt thdektreme close correlation
between labour shortages (vacancies) and wage inflation suddenly breaks totally down. If not, inflation will becomenaigkfiér for a long while. Or somebody will have
to do something to reduce demand for laboury R G KSy &a2YSo2Re g¢gAff 3ASH KdzNI X

» Householdsare still investing more than before fimancial assetsmostly in bank depositsbut also more in equities. Now, a higher growth in debt makes that possible,
because the net cash flow has fallen back to a normal |I8ahoratedebt growth is not worrisome.

Europe

» UK GDmas almost flattened since the summer, and GDP is still 0.1% below tipapdemic level even if the recovery in service indas have continued. Manufacturing,
construction and the public sector has slowed

» Swedish GDRdded 1.2% in October, to 3% above the pre pandemic level. Now, services are in the lead
Norway

» Core CPaccelerated to 1.3% in November from 0.9%, as we expected. The headline CPI added 0.8 pp to 5.1%, the highest singlec2(6i8y psices rose further. Still,
the extra electricity bill deducts less than 2% from disposable household income vs a normal el. price level (pricesensly éodv last year). December will be tougher,
as prices so far are well above the Nov. However, at Saturday the government announced a compensation scheme for hobhmbheltisetluce the bill if prices are
really high (starting form December). If future markets are not dead wrong, el. prices will come sharply down duringith@sprggregated loss for the households may
not become that large (just somewhat above 1% of annual disposable income in 2021/22)

» b2NAS&a . IylQa ekl:B@s}slé\/\ygroﬁvth gﬁlﬁngareraM]but the Network has not been precise vs actual growth rates during the pandemic. \We\biyk t
steep rise_in the share of companies that reports capacity constraints and labour shortages are much more importanty¥’a RIBAOSQd ¢KS ySig2z2N]
OF LI OAdGekflo2dzNJ aK2NIF3Sa GKIFy Fd GKS LISH1 2F (KS doeBovyied pratgddh (KS FAYy Il yOA

» Mainland GDHlattened in October, due to a 20%-+ decline in deep water fisheries (no more mackerel left in the Norwegian sector!). Hauaweerlying trend in
production and employment is still strorggat least it was until early Decembéib

» The households savings rafell sharply in Q&s consumption surges bittis still somewhat higher than normal. However, growth in bank deposits is not longer far above
normal level. Households are normally not investing much in fund shares (or in equities), but the inflow is still higherrtizn
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The CalendarCentrd banks everywhere, prelim. Dec PMIs. China data.ttd8e/ manuf, +NAV

Time [Count] Indicator [Period] Forecast  Prior]
Tuesday Dec 14
08:0qUK  |Average Weekly Earnings Oct 4.6% 5.8%
09:3JSW |CPI YoY Nov 3.2% 2.8%
11:00EC  |Industrial Production SA MoM |Oct 1.3% -0.29
12:0QUS  |NFIB Small Business OptimisniNov 98.4 98.2
14:3qUS  [PPI Final Demand YoY |N0v 9.2% 8.6%
Wednesday Dec 15
02:3QCH  [New Home Prices MoM Nov -0.3%
03:0JCH |Retail Sales YoY Nov 4.8% 4.9%
03:0JCH |Industrial Production YoY Nov 3.8% 3.5%
03:0JCH |Fixed Assets Ex Rural YTD YoYNov 5.4% 6.1%
08:0QUK  |CPI YoY Nov 4.7% 4.2%
08:0JNO |Trade Balance Nov |- 84.5h
14:3qUS  [Empire Manufacturing Dec 25| 30.9
14:3qUS  [Retail Sales Advance MoM Nov 0.8% 1.7%
14:3qUS  |Retail Sales Control Group Nov 0.8% 1.6%
16:0QUS  |Business Inventories Oct 1.0% 0.7%
16:0qUS  [NAHB Housing Market Index |Dec 84 83
20:.0qUS |FOMC Meeting Dec-14 0.259 0.259
Thursday Dec 16
01:30JN  [Jibun Bank Japan PMI Mfg DecP |-- 54.5
09:194FR  |Services PMI Dec P 56 57.4
09:30SW [Unemployment Rate SA Nov 8.4% 8.5%
09:30GE  [Manufacturing PMI Dec P 57| 57.4
09:3JGE  |Services PMI DecP 51 52.7
10:00NO _ [Deposit Rates Dec-160.5%(0.25§  0.259
10:0EC |Manufacturing PMI Dec P 57.8 58.4
10:00EC  [Services PMI Dec P 54.2 55.9
10:0JEC |Composite PMI Dec P 54.2 55.4
10:3QUK  |Manufacturing PMI Dec P 57.9 58.1)
10:3QUK  |Services PMI Dec P 56.9 58.5
11:0EC |Labour Costs YoY 3Q -0.19
13:0qQUK |Bank of England Bank Rate Dec-1§ 0.109 0.109
13:49EC  [ECB Deposit Facility Rate Dec-1¢ -0.50% -0.509
14:3QUS  |Initial Jobless Claims Dec-1 200K 184K
14:3qUS  |Housing Starts Nov 15684  1520K
14:3qUS  |Building Permits Nov 1660  1650K
14:3qQUS  |Philadelphia Fed Business Dec 29 39
15:19US  |Manufacturing (SIC) ProductionNov 0.609 1.209
15:45US  |Manufacturing PMI, Markit Dec P 58.3 58.3
15:459US [Services PMI, Markit Dec P 50.0 58.0
Friday Dec 1
08:0qUK |Retail Sales Inc Auto Fuel MoMNov 0.8% 0.8%
10:0GE |IFO Expectations Dec 93.5 94.2
10:00NO  |Unemployment Rate, NAV Dec 2.2%(2.2] 2.1%
11:0JEC |CPI YoY Nov F 4.9% 4.9%

A Central banks

» The recent Delta and Omicron outbreaksll probably influence decision in UK and on the balance, we think in
Norvl\(/ay as welt but will not prevent the Federal Reserve to confirm the significant policy shift announced 2
weeks ago

» Federal Reserveill confirm a more rapid tapering, by indicating it plans to end the QE buying in March (and n
in June as signalled in Sept). That will pave the way for hiking rates before the summer. We expect the bank
revise its inflation forecasts further up, for 2021 (which of course is a done deal) and the two next freans
the above 2% path forecasted in Sept. The-plot will be revised more than any time before, we cannot
imagine that any of the 9 FOMC members that expected the first hike in 2023 will repeat that forecast. In
addition, most of those who thought 2022 was appropriate for the first will lift their forecast by at least 2 hikes
The market now expects 3 hikes next year. Most likely, the FOMC will tighten the screws gradually, so the las
word on monetary policy in 2022 is not said at this Réayathering

» The ECBnay present some QE news but the policy stance will be unchanged even if the heat is on vs inflatior
the Euro area too

» BankofEnglans A f f LINRPOIFOf & LI2aulLIZ2YySR UKS WYL I YYSRQ AY .
about the possible consequences of Omicron. Markets still expect the BoE to hike in a couple of months time
and in total lift the signal rate #mes through 2022

» Wil Norges Bankhose to postpone its well announce® Bike?On the balance, we think the bank will go for a
QKL 61 A & posthdhirdydh§ like, now to January, and at the same time lift the interest rate path from H2
next year, signalling that it intend to normalise the signal rate at faster pace than signalled in Septeetbds.
next page

Preliminary December PMIs

» US, EMU, UK, Japan and Australigl report flash PMI estimates. Will we see substantial impacts of Covid
restrictions in Europe? The services PMIs are expected down but not by much. In the US, the services PMI i
expected up, from a high level

China

» How much is China really slowing®@oduction and domestic demand data out this week, as well as house price
Demand has slowed, and construction activity has fallen some-20%we expect more to come. However, the
overall economy has not been hurt that much and business surveys signal growth not much below trend

USA

» Retail salehave been very strong, and a further lift is expected in November, even adjusted for the steep rise
prices.Manufacturing productionis less impressive but is now heading upwards, surveys are still very upbeat

EMU
» Manufacturing productionis trending sidewayd.abour cost inflatioris still low
Norway

»  WIll hotels, restaurants, entertainment start furloughing their works before Christmas due to the new Covid
restrictions ? Some few may have done so before + Oké& 11 (thecutoff day) but not that many. In the rest of
the economy demand for labour is very strong, and unemployment should have fallen further. We expect an
unchanged no ofinemployed,seasonally adjusted

Sources: Bloomberg. SB1M est. in brackets. Key data are highliffeethost important in bold 6
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Norges Bank: Tevait or not, (i K |- tiile Q@estion
We arein doubt but a hawkishpauseseemsto givethe best riskrewardfor the Bank (andhe economy

Stick to the well communicated plar(Andlift the path) Wait and see! A hawkish pause
A Low interest rates are not effectivagainst corona A In November, the MPC reasoned that eveimiéction rates
symptoms, fiscal policy is. In fact, low interest rates may have risen again recentfy.),a high vaccination rate will
create more problems than they solve likely limit the need for ne\.) restrictions Nownew
A Where the interest rate works, it is too low restrictionsare decided, but the economic impact is still
A The labour market is very tightandwill remain tight in uncgrtaln _
most sectors, even in Delta’fOmicron measures will hurt A Omicronmay create substantial challenges, even after
some few parts of the service sector some few weeks
» . I y1 Q& bSié2 N)seribus dafiaciy &éslraintdB LJ2 NIA The highelectricity pricesreduce household disposable
including labour shortages income, and may hurt spending at least among some
» Wage expectations are on the way up groups
A Electricity pricesare high but are expected down during the A The bank caafford to wait and see six weeksntil the
spring - and the government will pick up parts of the bill. January meeting in order to assess the impacts on the
Household savings have been high through the pandemic, economyof the new Covid measureand to assess the
most households can both pay the electricity bill and spend  impact of the Omicrowvariant. Bank of England will
like normal probably do the same). A hike in both January and March
A The NOKs weaker than assumed goulddbesignalled, if economic activity is not hurt, broad
. : : ase
A IIg;?r'\e/lsFE I;ate expectations abroathave increased since the A At the same time, the Bank can ift tirterest rate path
A Ri : : from H2-22, and signal 4 to 5 hikes in 2022 in in order to
Risk marketsare still upbeat vs. the economic outlook return to the prepandemic interest rate in the first part of
A The marketis expecting a hike 2023 instead of in late 2023. This scenario wouldarfrse
A Incoming data suggest that theterest rate pathshould requirethat eventualvirussetbacks will be botharrow and
have been lifted from H22 but now the bank can signal transitory

steeper curve from H22



Covid19

Gauteng SouthAfrica: Growth innew cases islowing
Is herdimmunity alreadyreached If sosurprisinglyrapidly
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Gauteng Covid cases & deaths

Gauteng Covid cases & deaths jg:gg:;g:m;;%emﬁys last 0 days New dases S
20480 47 d-average New cases B ﬁ 10
Deaths 13 days lagged <16716 6400 -
10240 - 3200 -
5120 - -128 16009
"\ \ 800 -
2560 - : \ - 64 400-\
/ \ 200 - > e
1280 - f , "‘ r 32 100 -\“‘\\J ~ 3.0
- \“ '/4 r B
640 - ( - 16 50 - | | s | - 15
1 8 15 22 1 8 15 22 1 8 15 22 1 8 15
320 - \-\/I‘ ’ ‘ = 21 Sep 21 Oct 21 Nov 21 Dec
| ) h‘ “ SB1 Markets/Macrobond
160 - | ’\ - 4 _
1 \h,{ Gauteng Covid-19 cases
80 - 2 15000 “Njew cases, 7 days average - 15000
40 -’A ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ -1 12500 - - 12500
Jul Sep Nov Jan Mar May Jul Sep Nov
20 21 10000 - - 10000
SB1 Markets/Macrobond 7500 - Béta - 7500
A Mobility has not changed much in South Africa, like we Nov-20 ,
have seen during previous virus wavgsecause the 50001 S [ 500
population recognises that it is not that dangerous, 2500 - \L 2500
health wise? (See more next page) . Y .
A Covid deaths are up but just by 1/3 vs the increase in 18 15 22 29 36 43 50 57 64 71 78

Days from 'take off'

new cases. Excess deaths in SA has increased
substantially past weeks but less than the increase in
new case

SB1 Markets/Macrobond

One outlier for both new cases and deaths are corrected 8



Covid19

SouthAfrica: Growth in new cases is slowing sharply
The growth in new hospitalisations probably slowed too

South Africa Covid Cases & hospitalisations
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A The weekly hospitalisation data are not final yet
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South Africa Covid Cases & hospitalisations

450 “New Cases & new hospital admissions 450
400 |7 days % change in 7 days| average L 400
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: COVID-19, New Cases
More countries reported fewer cases last week o 00 o oS
14 days (7 d pace) Now & previous week last
-1000 0 1000 2000 50 050 100 week
A 14 countries were reporting more casé last week down from 25 Slovakia E—— 1881 -17 Slovakia
Czech Rep e = 1874 () -17 Czech Rep
two weeks ago Netherl L e 1649 q -4 Netherl
. Denmark — 1561 50 Denmark
A 28 countries reported fewer casesp from 17 two weeks ago [ INorway — 1330 . 54 Noway |
J « v ES z = Irel v A *a . 1 v Ao, / land
Al dZAGNRT A3 &GAEE NBLRNIAYI | wO2f (fofla S0 Aeaiss O 4833 (KE™wW | A
. . . . . . . Switzerl T e 1121 -18 Switzerl
A Most likely, theOmicronis now having an impact in more countries Slovenia e * 1040 @ -21 Slovenia
than in South Africa (where growth slowed), but still countries like E‘f:;aery e L = Efn";:w
UK is reporting slow growth UK — 978 o 8 UK
. . . . . . Germany e 894 L -7 Germany
A Norwayis climbing rapidly at the list, together with Denmarknd Austria ———— * 856 ™ -45 Austria
; ; Poland . 848 0 Poland
the two of us may well top the list next wee_k. _It seems very likely P SN 8an ) 2 L
that the Omicron variant is to blame. Hospitalisation are growth Greece — 723 . -1 Greece
H H H Portugal e * 517 ] 23 Portugal
rather rapidly, but there are no data on Delta vs Omicron patients UsA - 201 2 UsA
A still few cases iBweden Eston — o —— o Eetons
Iceland e » 404 ¢ 21 Iceland
South Africa me 402 73 South Africa
id- Spain e ek 366 ] 46 Spain
COVId 19 new cases per day Bulgaria e * 358 ) -14 Bulgaria
2560 Rate per 100.000 over 14 days ’Netherlands 1649 Italy .k 356 ° 13 ltaly
(measured over 7 days) Turkey E®e X 336 ° 12 Turkey
1280 - ‘Norway 1330 Russia 3 303 a -5 Russia
Finland L - 302 -5 Finland
640 - w Sweden L * 279 ¢ 20 Sweden
\ Serbia e * 265 ) -23 Serbia
320 - —=J7 =" Vietnam B 205 3 Vietnam
ustria 856 Kosovo @ * 173 -25 Kosovo
160 - MUSA 501 South K B 159 [} 38 South K
\ Canada | 23 119 - 12 Canada
80 - *’W Romania L] * 92 o -14 Romania
\ f \Swedon 279 | Thailand ® * 91 ) 16 Thailand
iy pweden 279 | Israel ® * 82 b 20 Israel
40+ ] - 40 Brazil o * 55 q -1 Brazil
20 20 New Zeal. 3 28 L) -28 New Zeal.
7 r Mexico o% 15 (] -33 Mexico
\_/ \\ India ok 8 -3 India
10+ -t'. Japan o * 2 « 10 Japan
N~ Uindia 8 Indonesia (X3 1 e 29 Indonesia
51 -9 1000 0 ' 1000 ' 2000 ' 50 ' 0 ' 50 100
JJ FMAMJ J A S OND B 1 week ago ® Now e Max since 06-21 & % prev week

20 21 Change last week * Max % last week
SB1 Markets/Macrobond

SB1 Markets/Macrobond



Covid19

More hospitalisations in Europe, and the in the US as well
However, levels are still not low outside Eastern Europe

Hospital occupancy
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COVID-19 Patients in Hospitals
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Covid19

Austria, Netherlands has turned the tide, UK too

Hospital occupancy
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COVID-19 Patients in Hospitals
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Norway:. New cases are accelerating, very likely due to Omicron
New hospitalisations, hospital occupancy aleo increasingut at a slower pace

Norway Covid-19 cases & Hospitalisations

H H 6400 - -192.0
Norway Covid Cases & Hospital occupancy < Now cases, 7d avg
1280 - ‘ Cases pr100'f-+~ 1280 3200 4 5-days fwd - 96.0
over 14 days
640 Y 640 1600 1 New Hospitalisations -> - 48.0
800 - - 24.0
Hospital Occupancy

320 10-days lagged - 320 400+ - 12.0
200 - 6.0
160 - 160 1004 3.0
80 - L 80 50 1 1.5
40 - ‘ 40 SB1 Markets/Macrobond

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

7 days average in both series
10 ‘ - 10 5 L5
S ONDJFMAMUJJ A S OND

20 21 41 4
SB1 Markets/Macrobond 3 3

A The problem is however that growth in total casesy
likely willaccelerate further as th®micron variant gains 21 2
market share, form the current R1=25¢ 1.3 pace (30-
50% per weekgup to higher levekk andthe no. of infected _
gAtt WSELX 2RSQ AY I ¥Sg 4S¢E, 0

A Growth in hospitalisations is lower than for new cases but Oct Tov Dec Jan Feb Mar Apr May Jun - Jul Aug Sep Oct Nov
still 20¢ 25% per week

A We need a sharp reduction in the share of positive cases
that need hospital treatment in order to prevent steep rise
in the no. of patients

14 -1

SB1 Markets/Macrobond
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Norwegiangrowth rates haveaccelerated

Norway Covid Cases & Hospital occupancy
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Mobility down in Austria, Netherland, Germang but not much elsewhere
Economic activity is probably not that munch hudb reductionin mobility in South Africa, so far

Google mobility Time spent outside home Google mobility Time spent outside home
110'Feb_20=100 '110 150‘ Feb2020=100 '150
140 - - 140
100 - [/Scanics 90
/United States 90 130~ 130
901 ~United Kingdom 89 120 - ietnam
N
| \Germany 87 i L/ Thailand
80 \Netherlands 84 1o /Japan
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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 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
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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

16
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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
20 + % change from Dec 2019 - 20
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Manufacturing Production
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A Retail salesn Emerging Markets x China were weak before the summer due to the setback in demand in India, and thereafter in otbier par

Asia. Now a substantial recovery is very likely underway

A US retail demand istill very strong, although marginally below the March peak

A Manufacturing productionhas been hampered by a deep decline in auto producfidre manufacturing PMIs are still strong

17
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Global airline traffic still gradually on the way up, still down 18% vs. 2019

Airline passengers

World Commercial flights 0 ronse ey Fen 20, seasadl o
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A Until October, strong growth in no. of passengers in \UK -36
r\Austria -49
Europe, and the gap vs the US was reduced BUOSL
A The fight against the Delta has reduced aircraft | 50

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

Eurocontrol/SB1 Markets/Macrobond
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Delta/Omicron creates new challenges for the restaurant industry
At least in Europe, especially in Germagryut somewhat also in UK (and Ireland)

Restaurant reservations OpenTable USA Restaurant reservations OpenTable
150 1 Change % from 2019, 7d avg - 150 75 7 9, change from 2019 ‘ A
125 - 125
100 - - 100
75 1
50 - - 50
25 KIreland 28
F .-Mexico 6
0 —4 —-ﬂ ‘—«%W
USA-15
Canada -24
, /N anada

-50— ; l 'ﬂu [~
75 - [ . 75
-100 4 Al 1 L -100

' ! ! ' ! —— ' ' ' -100 ~ ; ' ' ' ' ' ' ' ' ; =100
M M J S N J M M J S N J F M A M J J A S O N D
20 21 21

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Still, Europe is not locked down (at least not yet)
A Nosignificant change in the US fso
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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
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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 20



GDP still below the prgpandemic trend growth paths everywhere
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A Atleastaccordingto Tukrishdata
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GDP - Losses vs. trend through Q3-21
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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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Auto sales flat in Nov after the small lift last monthdown 19% vs 2019 level
Small changes in main countries/regions in November

Global auto sales Global auto sales
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A Sales irChinawere flat m/m in Nov, and are down just 1% vs. the 2019 avecdne are at the same level as first reached in 2015
(and sales are down 20% from the 2017 peak!) Sales in other Emerging Markets rose to, but are down 19 % vs. 2019. &ke tre
down before the pandemic

A Sales in the USnd EMU fell slightly, and are down 24% and 34% resp. Sales in UK are down 24%
A Norwegiansales are up 31%, the only rich country up vs. 2019 (and Turkey & Malaysia the only EM countries)

A The recent decline in sales is of course not due to lack of demand but daektof supplyand the global auto industry has not beer
able to secure deliveries of sewdnductors. The upside is huge, as soon as components can be produced and delivered 23
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Authorities want to help banks lending mogdout are not acting too aggressively either

China Interest rates, reserve requirements

Large banks
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Banks' standard lending rate /10'0
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Loan Rate 1y [/3.85

3.85

_ﬂ f'_\ 2 A ©2.70
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A In July, the reserve requirement was cut by 0.5 pp to
10.5% for large banks and to 9.5% for smaller banks

A Last week, théBoQecided to cut the rates by another
0.5 pp, to the lowest level since 2006

A The cut will free up some RMBrLin Iendlng capacity
Ay GKS oFylAy3a adaasSysz Sid:
credit supply from banks. No more, no less

A still, the measure signals that authorities do not want
credit tightening to go too far, even if they at the same
time are worried that credit has grown too fast for too
long, bringing the debt/income ratio too high,
increasing the risk for financial instability. The
authorities may still want to curb credit to some highly
indebted sectors, like property developers

A Such change of tack in credit/monetary policy is rather
common in Ching as in many other countries

A Interest rates are not yet touchegiconfirming than
authorities are not panicking
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Credit growthgrowth has bottomed?
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However, strong growth in local governments may not be sustainable. And bank lending is slo

China Credit growth
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China Credit, GDP
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A Over the past yeatptal credit has expanded by RMB 25 trl, equalling almost 24% of annual GDP, down from RMB 30 trl at the peak in 202

A Bankssupplied RMB 20 trl of the y/y increase

A Local governmenthave accelerated their credit growth, now up 4thy/ly
A Growth in other credit; via theshadow credit market x local gov bondshas slowed to less than RMB 1 trl from 5 trl, a dramatic slowdown (I

many times beforey and credit is up just 1% y/y

A Total creditgrowth accelerated 0.3 pp to 10% y/y, above nominal GDP growth before the pandemic, and above our best case estimate of
potential GDP growth + a 2% rate of inflation = 7.5% growth in nominal GDP
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Exports slightly up in November, even volumes sky high!
Imports better than expected, and volumes back to the-pamdemic trend

China Foreign Trade China Foreign Trade Volume
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A Exportsgrew by 1% m/m in USD terms in Nov (our sel)s and are up 22% yly, down from 27% in Oct, expected down to 20%. Export volumes may ha
fallen slightly m/m but still are very strong, up more than 20% vs thepprelemic level and 14% above thg@prend path!Signals still strong global demand
for goods Prices are up 13% yly

A Import values added 3% m/m following a 5% lift in Oct, and are up 32% y/y, up from 21% in Oct, expected up 22%. Import probabbjiuoseterms too
but are no mort than 7% above the ppandemic level andh linewith the prepandemic trend path, following two strong months. Import volumes are still
below the March peak, signalling a softer growth in domestic demand. Prices are up 23% y/y. Coal imports rose to tHeveighest while iron ore
imports also recovered. Oil import volumes are flattish, well down from the 2018 peak

A Thetrade surplusfell further in Nov but remains one of the highest ever, at more than USD 60/m
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Iron ore imports are recovering has domestic steel demand turned up?
Authorities have curbed steel production in order to bringGOrA 8 aA2ya R2g46Yy 0

China Net steel exports

Ch|na Iron ore |m ports 120 L Mill. tonn, annual rate -15.0
110 T\l tons/month - 110 100 - r12.5
sa & smoothed L 10.0
100 - -100 80 - :
90 - - 90 601 e
40 - 50
80 - - 80 [
20 - / : - 25
70 - - 70 0\ N - 00
v V Net China exp.
60 - - 60 220 - in-% ROW. production - 25
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
50' B 50 SB1 Markets/Macrobond
40 - - 40 China Steel
30 - L 30 124 Bn. tonn, annual rate, sa 1.2
1.1 Production 11
20 47" L 20 1.0 -1.0
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 0.9- 0.9
SB1 Markets/Macrobond 0.8 - -0.8
A Iron oreimports were almost back to a peak level in Nov, which 7" 107
is rather strange, given the more than 20% decline in domestic 06 / r0.6
demand and production vs the peak levels in late 2020 or early o0.5- 0.5
2021¢ which again correlates to a similar decline in 04 0.4
construction starts 03 W | 0a
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Coal imports up to ATH in November!
Guess they found out that they had too little of the dirty stuff

China Coal imports (s.a.)
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Oil imports flat since mid 2018, are down almost 20% (2 mb/d) since2d1

China Crude oil imports China Qil Production & demand
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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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Exports from other Asian counties also on the way up. No Delta impact anyw
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And then we are close to 7%, the highest CPI inflation since 1982!
But why worry? It was expected, and the Fed says it will take care of it. Cheers!!

USA Consumer Price Index USA CPI
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A Headline CPI ros@.8% m/m in November, 0.1 pp more than expected, following the 0.9% gain in Oct. The anr 1.00 - 1% mim - 1.00
rate accelerated 0.6 pp to 6.88%ut as expected (on the first decimal)
A Energy pricesose 3,5% m/m, and are up 34% y/gnd has lifted the overall index by 2.0 pp y/y. The upside risk 0507 - 0.50
from here is probably limited. At current oil & natural prices, a negative drag m/m the two coming months. I
0.00- - 0.00
A Both new and useduto pricesclimbed further, and explalns 1.4 pp of the annual rate _ L
A Howeverprlce inflation broadened furtherinNa@v / £ S@S trmnryeR me@iSnRCRIA accelerated 0.2 pp to -0.50 ~ --0.50
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A Survey55|gnal a further increase in prices the coming months, at Ieast high m/m increased -1.007 -1.00

A TheFederal Reserve/Powelas now signalled that the surge in inflation may not be transitory. The Bank will JAJOJAJO
F2NXYIEAAS GKS OKFy3S 27F {idpadig wil e shaflk accelérSidbliahine @dy for a 20 21 31
lift in the Fed funds rate before next summer. The policy change should have been taken several months ago SB1 Markets/Macrobond
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Core inflation sharply up too
Prices +% m/m in Nov. The annual rate climbed 0.3 pp to 4.9th as expected

US CPI USA Core CPI
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Transport & energy explain 3.6 pp of the 6.8 % lift in total CPI
X ¢Kdzaz 20KSNJ aSOG2NAB KIS O2YyUNAROGdzSR 023
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A Energylifted the headline CPI by 0.26% in November, and by 2.0% over the past 12 months. Now, the oil price has fallen sordgabalinan
prices yielded marginally last week. Will we get a negative contribution in December? Anyway, a further lift seems unlikely

A Asused car pricesose again in November, as did new auto pri¢&s sum a 0.15 pp contribution to the monthly 0.8% total gain
A Howeverexcludingthe 3.6 pp contribution the headline CPI from energy & transgotyB Y | A Yy A Y Has ackelerbting rapkllg y

A Housing x energis contributing by 1.6 pp, the highest rate in many years. Rents are on the wagnapstill rather exposed (check 2 pages)
but a substantial contribution to housing also comes from household equipment & furnishings, and operations

33

Lodging away from home (incl hotels) is a part of housing at the charts above
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More unfilled vacancies in October!
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The mismatch at the labour marked may have peaked but it is still extraordinary

USA Labour market
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A The no. ounfilled vacanciesrose by 0.4 mill to 11.0, from
an 0.2 mill upward revised level in Sept. The print is te 2
highest ever. The vacancy rate was 6.9%, up 0,3 pp.

»

»

»

The highest print ever before the pandemic was 4.7%, and the
rate was 4.5% just before the pandemic hit.

The increase in vacancies in Oct was rather broad, and all sectors
report a higher vacancy rate than before the pandemic

The SMBs (NFIB survey) reported marginally less trouble filling
positionsNovember These two series are very closely correlated

A New hires wasinchat 6.5% mill in Novequalling 4.4% of
the no. of employed persons, still an unusual high level. Nc
significant changes sector wise

A The rate ofvoluntary quitsrose declined by 0.2 pp to 28%
in Nov, still a very high level, signalling a very strong labou
market. As with unfilled vacancies, quits are closely
correlated to wage inflatiorm for obvious reasons

A Layoffswasunchat the lowest level ever, 0.9% in Nov

A In sum:These data&onfirm an extremely tight labour
market
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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 has been extremely 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 though) reported in October that they have lifted compensation an
that they plan to do so the over next months as well

» The correlation vs changes in actual wage growth some months latetZ6nonths) is pretty strong
A This is one of the reasons why the Federal Redemgbeenforcedto change tack
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All wage indicators are reporting higher wage inflation
Wage inflation is the main risk vs higher inflation over time, not energy/commodities & profit i

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)

Aradtrydlr CSRQa Nré&Bried afothérifBisthelahduaDdrodith rate in November, the 3 m average up to 4.3%

A Waﬁe/earnings/compensation is East 1 pp above the 10 y averagéere is an obvious risk thatige 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 Given current productivity trends, it will Echallenge to keep inflation at 2¥wage inflation remains at 4% or above.
However,profit margins will probably decline substantially from the present very high,l&aling room for somewhat higher
wage inflation without higher price inflation 36
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New jobless claims down to another ATL
No of continued jobless claims is rapidly declining too

USA New jobless claims 7 USA Jobless claims
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A Ordinary continuing claimsose marginally in wee&7, but at 2 mill it is less than 0.3 mill above the-pendemic levet and the trend is
sharply down

A This report surely confirms axtremely tight labour market
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Mainland GDP flat in October, no more mackerel

AWwal Ayt YyYRQ O6AYyOf dzZRAY 3 2 WSsyflat it |-
October, we expected, in line with consensus, +0.4%, Norges Bank
assumed 0.3% (in the Sept MPR). GDP is now 2.4% above the pre
pandemic level

»

»

»

Once again, the mackerel made the macroeconomist look stupid. The
mackerel fishing season started earlier than normal (due to Brexit, they
say), and GDP rose sharply in August, close to 1 pp contribution! By
October, the mackerel had emigrated to British seas, deducting 0.4 pp
TNRY alAyflyR D5t 3IANRgUK® DO 8B @I
rose by 0.8%, in line with growth in no. of employees

Production in other sectorsPrivate servicesere up 1.5% in m/m with a
substantial contrib. from restaurants/hotels up 11%, business surveys,
+7%. transport 5% & culturd%. Construction rose 1%

Demand:b 2 N S 3 A | v &tone Wi YigRilAt yad spending abroad
rose by 40%. Goods down, services@jp.investmentsose sharply, while

Mainland business investments remain weak. Exports rose, imports fel
Inventories were drawn down

A Mainland GDP is up 2.4% vs the F20 level

»

»

Production:Services are back in blatkotels & restaurants are in plus,
while business services and transport is still below the Eekevel.
Manufacturing is flat, construction is down 1.6%

Demand:b 2 NB S 3 A |V a&tonie iS)8p/7R ArgfrFet, goods
10% (and now heading down), services up 1.5ut still rapidly on the
way up. Spending abroad is still down 56 %, and total household spen
is up 1.8%. Oil investments are in plus, ML business investments are s
below par

A The recovery has been strong. Now, virus restrictions will dampen
activity in parts of the service once more
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