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Last week, part |

The War/Sanctions

» The war continues, with no end in sight as the focus has moved to east, and south. Russia seems eager to cut of Ukraine from the Black
Sea, as ‘final’ solution

» Russia last week shut down gas supplies to Poland and Bulgaria as these countries refused to pay up in Russian roubles. Still, European
gas prices rose just marginally (in Netherlands) or fell (in UK) last week, even if they initially rose on the news

» Other commodity prices were more down than up last week, including food prices. Food prices are lower than just after the invasion
» In the US, president Biden proposed a huge support package for Ukraine, USD 33 bn

The virus

» Last week Omicron reached Beijing, and some light restrictions are imposed.

» In Shanghai, the lockdown was further eased in some areas where no new cases are reported. Still, the we doubt the zero tolerance
strategy will be viable, or if it is successful vs. the virus, the human and economic cost will be huge (which reports tells is not recognised
by president Xi). Regrettably, the Chinese will not utilise ‘western’ vaccines that are more effective than the Chinese versions

» In South Africa, two new variants of Omicron, BA.4 and BA.5, have led to a surge in new cases, an increase in hospitalisations, and some
few deaths, as earlier infections but also vaccines gives less immunity then for other variants

China

» The April PMIs were far weaker than expected, especially the service sector PMI from the NBS. The manufacturing sector PMiIs fell too,
and in average more than expected, and the output components tanked. The NBS composite fell to 42.9, while the Markit’s may have
fallen to below 40!

USA

» GDP to -1.4% from 6.9%. GDP was expected up 1% but a surge in March imports made a further dent into domestic production. The drag
from net trade was 3.8 pp. Inventory growth also slowed sharply. Domestic final demand grew faster in Q1 than in Q4, both private
consumption and business investments accelerated! Prices rose 8%. Still, wage costs probably grew slightly faster than value added in the
domestic corporate sector as productivity has fallen sharply. In addition — and more important in Q1 - government subsidies were cut and
corporate profits probably fell. In March personal consumption rose 0.2% but real income fell due to the 0.9% lift in the PCE price
deflator (which did not climb faster than expected — and March may have been the y/y peak). As during the previous months, a decline in
the savings rate funded consumption growth

» The Employment Cost Index accelerated more than expected in Q1, up to 1.4% (5.8% annualised). All wage indicators tell the same story,
wage inflation is accelerating like we have not seen in decades

» House prices shot up in March, by 2.4%, and are up 20.2% (S&P Case/Shiller) but data may be lagging. Mortgage rates are surging, and
demand for new mortgages have fallen recent weeks
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Last week, part Il

* EMU

» HICP (CPI) inflation shot up more than expected — even if energy prices fell m/m. Energy is still the main culprit in the EMU, but food
prices are on the rise —and some other prices as well

» Q1 GDP grew 0.8% (0.2% not annualised, expected 0.3%), mixed between the big 4
* Sweden

» The Riksbank’s U-turn: The bank somewhat surprisingly lifted the signal rate by 25 bps to 0.25%, and the short end of the FRA-curve
initially rose 12 — 13 bps. The bank lifted the interest rate path by up almost 150 bps in one go, still 75 bp below the long end of the FRA
curve (Riba). Even so, the futures rose by up to 25 bps, and are now 100 bps above Riksbank’s new path! The Riksbank revised its core
inflation forecast up by as much as 3 pp but unemployment just marginally upwards

» GDP rose by 1% in March but still declined by 0.4% in Q2. Blame the Omicron. The national business survey signal growth at a 5%
growth pace — and the sentiment has not been much hurt by war & sanctions

* Norway

» NAV open unemployment fell by 2’ persons in April, but was unch at 1.9%, we expected 1.8%. However, total unemployment, including
part time unemployed and persons on labour market measures, unemployment fell by 8’ or 0.3 pp to 3.2%, below the pre-pandemic level
(and more than we expected)

» LFS (AKU) unemployment was unch too, but at 0.1 pp downward revised level, at 3.1%

» The number of employees rose by 0.1% in March, and Feb was revised sharply up. The LFS employment rate rose, and is at the highest
level since 2009. The participation rate has flattened since last summer, at the highest level since 2012

» Retail sales rose 3.3% in March, supported by clothing, sport and household equipment. Still, the trend for total sales is down, and the
level is very likely above the long term trend. Spending on services are on the way back, as is x-border trading and other consumption
abroad

» Consumer confidence (CCl) rose in April but is still very low at -3.1 st.dev below average following the collapse to -4 st.dev in March

» Credit growth was higher than we expected in March, mostly due to an upward revision of corporate borrowing in February. Total C2
growth is at 5%. No credit boom to be seen even if interest rates have been record low — but households debt/income ratio is very high
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The Calendar: FOMC, BoE to hike, NoBa not. PMI/ISM. US labour market. Norw. house prices

Time |Count.| Indicator Period | Forecast Prior
ey p— L /S
08:00|GE__|Retail Sales MoM Mar 03%| 03% » The global PMI will decline further in April, and now both rich countries and very likely China
08:30]SW_ |[Manufacturing PMI Apr -~ 573 will contribute at the downside. We expect at 1.2 p decline to 51.5, normally signallinga 2 —
18383 ':S m::s::za::g m ﬁer izg iig 2.5% global GDP growth rate, down from a 3.5% rate signalled in February. Both o

j — & or : ' manufacturing and services contributed at the downside. Delivery times rose sharply in China,
11:00(EU Economic Confidence Apr 108 108.5 . . .. . A
1545|U5 | Manufacturing PMI AorF 97 .7 and prices rose sharply evqrywhere, .the latter acc_ordlng to the preliminary PMls in rich
16:00Us _|Construction Spending MoM | Mar oenl  os% countries. The ISM indices in the US is expected slightly up —and the levels are still far above
16:00|US ISM Manufacturing Apr 57.8 57.1 average
16:00|WO  |Manufacturing PMI Apr (52.3) 53.0] e Central Banks
Tuesday May 3 . ) .
11.00lE0 [Pl Yoy Var 363%] 314% » The Federal Reserve will most likely lift the Fed funds rate by 50 bps to a 175 — 100 bps
11:00(EU_ |Unemployment Rate Nar 68%]  6.8% corridor, from 25 — 50 now. Inflation is far too high, and not just because energy prices are
16:00/Us _ [JOLTS Job Openings Mar 11266k high. The labour market is extremely tight, pushing wage inflation up in a way not seen in

Us__ |Autosales Apr 13.80m| 13.33m decades. So somebody has to do something...

"(‘J’;:{')‘e;/‘\’/av "’;ae‘;:icespm o — | » Bankof England is also struggling with high inflation but energy is more to blame. However,
1000120 Tservices P Py o wage inflation is accelerating and inflation expectations are high. Another 25 bps is expected
10:00EU_|Composite PMI AprF 558 558 » At the March meeting, Norges Bank ‘promised’ to continue its gradual campaign by lifting the
11:00[NO__|House prices Apr (0.0) 11 rate at a quarterly pace, next time in June — and not now in May. No reason to expect no to
11:00|/EU  |Retail Sales MoM Mar -0.1% 0.3% surprise us all
14:15(US ADP Employment MoM Apr 395k 455k . USA
14:30[US Trade Balance Mar -$105.9bn| -$89.2bn
15:45|Us_ [services PMI AprF 547 547 » The unemployment rate is expected another tick down, to 3.5%. Wages are expected up by
16:00US __ [ISM Services Apr 586/ 583 another 0.4%. Demand for labour is brisk, and we expect both the small business survey and
Thursday May 5 the official unfilled openings (JOLTS) report to confirm a very tight labour market. Growth in
03:45|CN__ |Services PMI, Markit Apr 410) 420 employment is not the critical number in the job report
10:00|NO Deposit Rate 0.75% 0.75% . . . .
13:00]UK_|Bank of England Bank Rate T » Productivity must have fallen sharply in Q1, as production fell, and hours worked rose. Wage
12:30[Us __|Productivity ap 25%| 66% inflation was high — and labour cost per unit produced no doubt soared. However, so did
14:30{US | Unit Labor Costs 1QP 7.9%| 0.9% prices (8%) and the decline in profits in Q1 (which we expect) was due to less government
14:30]US [Initial Jobless Claims Apr-30 180k| 180k subsides. Going forward we expect price inflation to decline faster than unit labour cost
17:00)WO__|Composite PMI Apr (51.6) 52.8 inflation, supressing profits further
20:00|US Federal Reserve, FOMC Rate 1.00% 0.50%
Friday May 6 ¢ N o rway
08:00[GE _[Industrial Production SA MoM | Mar 1L.0%]  0.2% » Existing home prices soared in Q1, probably due to lack of supply of existing homes approved
14:30|US __ |Nonfarm Payrolls MoM Apr 395k| 431k for sale following the new documentation requirements. Realtors report calmer market in
14:30|US Unemployment Rate Apr 3.5% 3.6% Ap”l’ and we expect pr|ces to flatten
14:30|US Average Hourly Earnings MoM  |Apr 0.4% 0.4%
14:30|US Average Hourly Earnings YoY Apr 5.5% 5.6%
14:30[US Average Weekly Hours All Apr 34.7 34.6
14:30)US __ [Labor Force Participation Rate  |Apr 62.5%| 62.4% Sources: Bloomberg. SB1M est. in brackets. Key data are highlighted, the most importantin bold >
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Global retail sales remained strong in February. Emerging markets on the way up

Industrial production on the right track too — probably global foreign trade too

Global Retail sales, industrial prod. & trade Retail sales
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Global trade: The last months are estimates from Kiel Institute



Global economy

Retail sales down in March, industrial production further up
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The trend is very likely down in the rich part of the world. Manufacturing prod. still OK

Retail sales volume

20 + % change from Dec 201

- 20

Manufacturing Production

1579, change from Dec 2019 #China 14
15 101 ~South Korea 10
jUS 12 World SB1M 7
5- L
Norway 10 Italy 4
World SB1M 5 0- \Sweden 4
<EMU 5 \\JUSA4
<EM x China 4 -5- NEMU 3
UK 3 Nor x oil
QChina 0 -10 L related 2
\\Spain 1
- -5 -15 1 MUK 0
20 \\:Germany -1
L 10 A\(\l}lorway -1
\Japan -1
251 J\“France, -2
SN | S—— SR — S 230 - | Nor oil related -8
JMMJ SNJIMMJISNJIM

19 20 21 22

SB1 Markets/Macrobond

19

20

21

wwww L e — T
JMMJSNJIMMJISNIM

22

SB1 Markets/Macrobond

* Retail sales in Emerging Markets x China are recovering but is far below pre-pandemic trends

* Manufacturing production has been hampered by a deep decline in auto production. The manufacturing PMls are down from the peak but aare
still signalling growth above trend
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Global airline traffic slightly up last week - still 20% down from 2019

Geopolitics? Trouble in China? Western Europe & US on the way up

Airline passengers
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Global trade: The last months are estimates from Kiel Institute
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GDP slowed in Q1, to 0.6% (2.4% annualised) from 1.4% (5.7%) in Q4
GDP is still below the pre-pandemic growth path, some 2%

GDP GDP
15 1% change from Q4-19 China 12.1 2.5 +Deviation from pre-- Denmark 2.0
ADenmark 6.1 panJaemic growth path / 4Norway, ML -0.6
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S Sweden 2.6 75 L T\World est -2.0
\WJapan -2.4
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UK -0.1 \Canada -3.8
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Inflation still rapidly on the way up

Energy prices the main culprit, but core inflation has turned up most places

Core CPI Inflation CPI Inflation |
7+ Core inflation y/y, in % -7 81 Febi20 8
Febl20 USA6.5 ~
“Uks7 ] ] | <71
Oecoas]  ©] | 6.0
4 :
EMU 3.5 51 : B
L 3 1
4- EM median, SB1M X L4
kNorway 2.1 . f
1 3 3
2- /\/,Jf\\ A -2
-0
\/\A Av.vf\\'\’\/\-/ \["\"\/
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SB1 Markets/Macrobond SB1 Markets/Macrobond
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The global economy slowed further in April

The composite PMI may have declined by some 1 — 1.5 p in April. China has run into lockdown trouble

Global PMI vs growth PMI Composite
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SB1 Markets/Macrobond Source: IHS Markit, SB1 Markets, Macrobond

* |F Markit’s Chinese service sector PMI remains unchanged in April (which could be somewhat optimistic), the Chinese composite PMI ‘just’ fell
to0 40.0, and the global index to 51.5, signalling 2- 2}4% global GDP growth — down from 3% in February. A 2 — 2 %% growth rate has often been
labelled a global recession

» The impact on growth in global corporate earnings (MSCI) is almost 10 x larger, that is a 10 pp decline, normally down to approx. zero
* Both manufacturing & services contribute to the expected decline in the overall PMI
* The preliminary PMls rose in EMU, but fell in US (and UK), and probably in the rich part of the world in average

* Delivery times rose in the manufacturing sector — and all price indices rose — and most to new ATH. So war & sanctions (and Chinese
lockdowns) have some impacts... 11



China PMI

China is struggling again, no doubt due to the large scale lockdowns
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The NBS composite fell almost 6 p to 42.9, Markit’s index very likely fell too (manuf. output collapsed)

China Composite PMlIs
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China PMI vs GDP
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* The CFLP/NBS composite PMI fell by 5.9p to 42.9, the lowest level since the start of the pandemic in Feb-20

* Markit’s composite PMI very likely fell as well, to below 40 even if we have just pencilled an unchanged service sector PMI. The

SB1 Markets/Macrobond

manufacturing survey fell sharply, especially the output sub-component (which represents manufacturing in the composite index)
* The average of the two PMI data sets (with our estimate Markit’s service sector index) fell 5.1p to 41.3

* What has happened? China’s corona strategi has more or less failed. The Omicron variant is very contagious, and the Chinese vaccines to
not work well (and far too few old people are vaccinated). The lockdowns are now hurting the Chinse economy badly. President Xi is said to
so fixated at the zero Covid tolerance policy, he has not been able to acknowledge its huge economic cost

* The construction sector is not reporting a backlash — not in March either

12
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Both manufacturing PMis down fell sharply in April as lockdowns bite

Both surveys down 2.1 p, and in average more than exp., down to 46.8 in avg, a slow growth sign

China Manufacturing PMI
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China PMI vs manufacturing production
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* The CPLP/NBS survey fell less than expected, while Markit’s survey fell more

* Even if these surveys are well below the 50 line, they do not automatically signal a contraction in activity, at least not
measured vs official production data. However, the April surveys are both outliers, like the Feb-20 surveys were (the first
lockdowns), and our model is not calibrated vs such special circumstances. In addition, the output components fell more
than the total indices, especially in Markit’s PMI, down to 38 (check next page) — no doubt signalling contraction in

production

13



K]
SpareBank €

MARKETS

The CFPL/NBS service sector PMI joined the March Markit survey, at 42!

A 2 p decline to 46.2 was expected. | fell 6.5p. The tight lockdowns have a substantial economic cost

China Services PMI China Services growth vs PMI
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* Markit has not yet reported its April service sector survey

* If assuming an unchanged Markit service sector index in April, that is at the same level as the NBS survey, a substantial
decline in service sector activity in April is signalled

14



GDP down 1.4% as strong domestic demand just leaked to the ROW, imports rose
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Net trade deducted 3.8 pp from domestic product, and inventory growth slowed too

USA GDP USA Demand
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* GDP was expected up by 1.0%, down from 6.9% in Q4. March trade data was published one day before the GDP report, which signalled a downside risk to Q1 GDP. However,
other short term data, neither from the demand and supply side (hours worked) signalled a decline in GDP

* The demand mix was unusual, the drag from a 18% surge in imports, which was much larger than expected. Exports fell by 5.9%, and net trade deducted 3.8% from GDP!

* In addition, the inventory contribution declined to -1.6% from highly unusual support of 5.4%. However, inventories were still growing faster than normal in Q1

* Domestic final demand (ex. inventories) was not weak, in fact it rose faster than in Q4, up 2.7% from 1.7% in Q4 — while GDP growth fell to -1.4% from +6.9%!

» Private consumption grew at tad faster, and business investments rose much faster. Public sector demand declined further

* Core PCE inflation (Fed’s price measure) was unch. at 5.2%, while the overall GDP deflator grew 8% in Q1

* We assume corporate profits fell by 5% in Q1, in spite of the 8% surge in prices. Employment compensation rose rapidly, and more important, government support ended

15



Price increases accelerated in Q1 — and we are at levels not seen in decades
All GDP/PCE deflators up 5 — 8% in Q1. Nominal GDP grew by 6.5%

USA Price deflators

15.0

12.5

10.0

7.5 A

5.0

2.54

hange % yly

-15.0
-12.5

-10.0

e

<CPI 8.0
_}—

- - -
GDP core 6.0

~PCE core 5.2

- 25

0.0

Core: Ex food & energy

0.0

--2.5

-2.54
80

85 90

95 00 05

SB1 Markets/Macrobond

USA Price deflators
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» Higher energy prices to blame for the steep rise in prices but other prices also contributed to the lift in GDP deflator at
8% in Q1 (g/q, the annual rate is 6.8%). The growth rate is the highest since early 80’ies

* The core (x energy, food) PCE deflator (Fed’s preferred measure) is up 5.2% in Q1 (and by 5.2% in y/y), the highest since
1984

16
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Corporates’ profits probably down in Q1, due to the end the Gov subsidy bonanza

However our ‘pre-subsidy’ estimate may be too optimistic

USA Corporate profits USA Corporate profits
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* We assume domestic corporate profits fell some 5%, not annualised. Growth in nominal corporate GDP slowed (we assume to 1.9%
from 3.2%, but the estimate is uncertain!), even if inflation accelerated to above 8%, and growth in labour compensation slowed to
2.2% (9.3% annualised) from 2.7%. The main drag still came from an increase in net taxes-subsidies, contributing to a 4.8% decline in
corporate profits

* The S&P estimate that S&P 500 profits fell by 8.6% (our seasonal adj). Of course, thereafter profits will grow rapidly forever. S&P profits
are still way above normal vs National Account profits for the total corporate sector

* We think the profit outlook is muted. Wage inflation will not subside anytime soon given the super tight labour market —and a

continued price inflation at the current pace cannot be tolerated by the Federal Reserve. Exciting times ahead
17
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Profits in the National accounts are strong, S&P profits are even better

Until further notice

USA Corporate profits
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S&P500 Earnings per share

200 -

100 4

Expected 12m fwd

- 100

- 50

06 08 10 12 14 16 18

20 22

SB1 Markets/Macrobond

18



(K
usa SpareBank €)

MARKETS

The profit share has peaked? And more may come

The bottom line has always been hurt when the labour market becomes too tight. Like it is now

USA Corporate profits vs unemployment

- 20 * Prices are increasing at an incredible
-19 pace but so are wage costs, and

-18 government support is on the way
-17 down

- 16 « When unemployment falls below 5% —
15 6% companies have normally been
- 14 struggling to keep their share of value
-13 added — as their employees are getting
12 the upper hand
» Unemployment is now at 3.6%, and it is
falling rapidly as other indicators
9 (especially vacancies) suggest that the
labour market is even tighter than the
3.6% rate signals
* In addition, it is reasonable to expect
the production taxes-subsidies to
normalise the coming quarters.

» The impact is shown as the green area at
2 _WhEnunemploymEntfa”S ........................................................................................ L

the chart above
4. | ‘A% itg. . o T D O -
(1) below:6%; profits a[e exposed  Thus, it is quite likely that the profit

75 80 85 90 95 00 05 10 15 20 25 share is headed downwards from here

O -~NW,~rOIO)N ©
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All data are not yet published, and the Q1 numbers are just our estimate
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Real consumption up 0.4% in March; Goods down, services further up
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Real incomes fell by 0.4%, and are trending due to high inflation. Lower savings fund consumption

USA Private consumption
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USA Household income & spending
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Private consumption grew 0.2% in March, expected down 0.1%. Feb was revised up to 0.1% from -0.4%. Spending rose by 1.1% in nominal terms! The PCE

deflator shot up 0.9%. Real consumption is up 5% vs. Feb-20; Goods are 15% up, service are back to the starting point! No doubt, goods consumption slow,

services will grow further the coming months

Personal disposable income gained 0.5% in March, but fell 0.3% in real terms. Real household income has been falling recent months, due to the surge in
inflation, and a normalisation of transfers/taxes. Real wage incomes are still trending upwards

The savings rate fell +0.6 po to 6.2%, from a 0.5 pp upward revised level in Feb. The savings rate is now below the pre-pandemic level. However, households
have saved an extra amount equalling 13% of one year’s disposable income during the pandemic and has ample capacity to keep consumption growth above
income growth — in average, that is. Low income families spent their ordinary income + transfers from the government, high income familied increased their

savings — and do perhaps not plan to spend the ‘savings surplus’, even if most of the excess savings have been invested in liquid assets like bank deposits

20
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Has core inflation peaked? Quite likely, last year’s monthly increases hard to beat

The annal core PCE declined 0.1 pp to 5.2%, 0.1 below expectations. The headline up 0.3 pp to 6.6%
USA PCE deflator
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* The total PCE deflator rose by 0.9% in March, as expected, and the 5 5.2
annual rate accelerated 0.3 pp to 6.6%, the highest since 1982. Feb was 4 _"\ ; /\‘W L4
revised down by 0.1 pp 34\ f ‘ L 3
* The core PCE rose by 0.3% m/m, as expected, but history was revised 2 M, " A .. 2
down, and the annual rate at 6.6% was lower than exp. | ‘\,ﬂu"ld WUV"\"\/"M". )
* Asenergy prices retreated somewhat in April, the headline PCE will very 0-, ‘ ‘ ‘ ‘ ‘ ‘ ‘ | ‘ Lo
likely increase by far less than 0.6% rate delivered in April last year. The 70 75 80 85 90 95 00 05 10 15 20
same goes for the core rate, which shot up in April last year SB1 Markets/Macrobond

* The price level is far above Fed’s 2% long term path target, and March
data did not reduce the pressure on the FOMC to act. Anyway, the real
problem is the too high wage inflation 21
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The Employment Cost Index accelerated sharply in Q1, up 5.8%, highest since ‘89
The ECl rose 1.4% g/q (5.8% annualised), expected 1.1%, up from 1% in Q4 — and cost is up 4.5% y/y

USA Employment cost index USA Employment cost index
9 - Change q/q, yly 9 117 Change yly r 1
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* The Employment cost index for all civilian workers, which measures wages and other wage costs for the same types of jobs (and is
not influenced by changes in employment between sectors/type jobs), accelerated to the highest level since 1989 (q/q). The annual
rate is the highest since 1991

» In the private sector, the ECl also rose by 1.4% a/q, and it is up 4.7% v/y

» State and local gov employment costs are up just 3.2% y/y, the largest discrepancy to the private sector ever
» In general, low paid services reported the highest wage growth, both q/q & y/y but all sorts of labour received higher compensation (next page)

* All other wage indicators have reported higher wage growth for a while 22
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Wage indicators agree: Growth has accelerated, to substantially > the 10y avg

... which yielded 2% inflation (or more)

USA Wage indicators USA Labour cost
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* All wage indicators are reporting faster wage growth, and all reporting wage growth well above the average recent
years

* Growth in wage/earnings/compensation indicators are up 1.5 — 3.5 pp vs the their respective 10 y averages. The current
rate of wage inflation is not consistent with CPI inflation at 2% over time

* Wage inflation will probably not come down to a ‘normal’ level before unemployment has turned up (which again

normally requires a recession) )3



Suddenly, house prices just shot up, more than ever
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Which does NOT support the hypothesis that higher mortgage rates are starting to bite. But....

USA Case-Shiller house price index

300 - Index, 2000 =100, 20 cities - 300
275 - -s.a.by. SB1M - 275
- 250

- 225

- 200

175

- 150

- 125

~100

30 - FI
25 - 25

20+ <20.2]
15 - yly - 15
10 - 10
54 - 5

0 /\u 0
-5+ - -5
-10 _\Chan\ge’ %\ T I T T T T T I -1 0

00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

Existing Home prices

1
24
-3
-4 -
-5

| Change % m/m

C-S 20 city 2.3

%Mean 1.9

MMJSNJMMJISNJIM

20

21

22

SB1 Markets/Macrobond

» S&P’s Case/Shiller’s 20 cities price index rose 2.3% m/m in Feb (Jan — March avg, our seas. adj) equalling a 32% annualised pace. ATH, by far. A 1.5% lift was
expected. The annual rate accelerated by 1.1 to 20.2% (expected 19.2%). BTW, also an ATH print!

* The FHFA (Federal Housing Financing Agency) price index, which covers homes with loans guarantied by the government sponsored Fannie Mae or Freddie
Mac (‘Husbankene’, has a countrywide coverage), rose 2.1% in Feb, and are up 19.3% y/y. ATH, of course

¢ However, even if prices cover transactions closed in March (included in the Jan-March average), those deals were mostly agreed upon in February —and

‘something might have happened in March and even more in April, when rates really shot up, and affordability has fallen to a lower level than since the
bottom before the house market crashed in 2006. Realtors reported a 1.1% lift in March, covering deals agreed upon in February, well down from the 2% lift

the previous month
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The least affordable housing market since 2008
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Prices are up 35% since before the pandemic, the mortgage rate is up 40%. In sum....

USA Housing Affordability

USA Mortgage interest rate vs gov bonds
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* The 30y fixed mortgage rate has climbed to 5.57% (effective rate) from 3.0% last summer, 6.0 - 30y fix rate MBA
and from 4% in early 2020 (or by almost 40%) 5.0 1 -5.0
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* The Federal Reserve concluded its mortgage backed bonds buying campaign in March - and
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Mortgage rates are up — and demand for new mortgages may-be is waning
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Applications fell further last week — and finally we can see a downturn worth talking about

USA Mortgage Applications
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USA Mortgage applications, purchases
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* Applications for new mortgages are some 20% since the start of the year, and the level is now almost 10% below the
pre-pandemic level. Still, the downturn is not dramatic

* In addition, the correlations between mortgage rates and home sales or prices are far from perfect
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New orders up in March - trend still upwards

May signal some support for equities?

USA Durable orders USA Capital goods orders vs S&P500
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* Total durable orders rose 0.8% in March, close to expectations
* Both the volatile aircraft & defence orders declined and ex these two components, the ‘core’ gained 1.6%
* Core investment goods orders grew 1%. The trend is still straight upwards, at a descent pace

* Order inflow is far above pre-pandemic levels, especially for investment good orders and surveys are signalling a further
increase the coming months, albeit at a slower pace

* Without a decline (at least vs trend) in investment orders, a further setback at the stock marked does not seem too likely
27
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Core inflation up to 3.5% as prices rose 0.5% m/m. Food up too, energy down

The core rose 0.4 pp more than expected!! Headline CPl up 0.1pp to 7.5%, up 0.2% m/m

EMU CPI (HCPI)
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EMU Contribution to HICP inflation
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* The headline was just 0.1 pp higher than expected, so the HUGE surprise was the core index. Few details yet but both goods

x energy & services accelerated

» Energy prices fell m/m, and the annual rate declined. Still, energy is the main culprit for the extremely high inflation

numbers (check also 3 — 4 pages further out of the report)
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And prices ex energy and food are climbing are accelerating too

Food inflation at 6.3%, industrial goods x energy at 3.7%, and services 3.2%

EMU HICP Goods & services
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* Industrial goods prices increased 0.2% in April, and are
up 3.7% y/. Still, these prices are well below a 2% path

since 2019

* Services prices rose 0.3% in April, and these prices are

SB1 Markets/Macrobond

also below a 2% path vs the 2019 level. Transport and

hotels/restaurants have contributed on the upside last

year (but no data for April yet)

* (No further details in the preliminary HICP report)
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The tale of two different inflation regimes
The EMU inflation is fully explained by higher oil & gas prices, US inflation is not

USA CPI vs Oil EMU HICP (CPIl) vs. energy
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* Inthe US, oil price cycles have — for all practical purposes — explained all of the CPI cycles the past 30 years. Until 2021. The precent 4 pp
discrepancy is unprecedented! The current/future oil price signals a decline in the annual CPI rate later this spring. The trouble is the ‘gap’
or the 8% starting point

* In EMU, the CPI acceleration recent so far can be fully explained by the increase in energy prices (with a small contribution also from food
commodity price). If oil/natural gas prices follow the future prices from here, inflation is now close to the peak, and the annual growth rate
will return to below 2% in early 2023. Had energy prices suddenly returned to a ‘normal’ level now, inflation would have collapsed!

In these models we incorporate all direct impacts from changes in the oil price — as well as the impact from other factors that influences inflation which correlates to the oil price30
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The Riksbank changed tack, more than any other central bank, ever?

The bank even hiked the signal rate, which was just partly priced into the curve. FRAs >> new path

Sweden, Riksbank Repo rate f'cast
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The Riksbank had no choice; 2 months after the bank insisted that the signal
rate would be kept at zero until H2-2024, the bank hiked the signal rate by 25
bps to 0.25%, and lifted the interest rate path by almost 1.5 pp in one go. The
bank signals 1 hike per quarter until mid 2023, and thereafter at a much slower
pace, and up to 1.8% by mid 2025.

The bank surprised the market somewhat on the upside by hiking the policy
rate by 25 bp (from zero) at this meeting — and the very short end of the money
market curve initially rose by 10 — 13 bps (and further at Friday), implying that
market had discounted a 50% probably for a rate hike. Another hike is now
expected in June. The SEK still depreciated last week

The Riksbank lifted the path big time, but the new path was still 75 bps below
the market FRAs (Riba) ahead of the meeting, measured by the end of 2023. In
spite of that, market expectations shot up by 25 bps, and is now 100 bps above
the bank’s new path! Thus, the market does still NOT HAVE ANY CONFIDENCE in
the bank’s policy signal!

The Riksbank will continue its QE program, though at a slower pace than until
now. (But why buy more at all??)

The inflation forecast was lifted by up to more than 3pp, while the growth
forecast was revised down by 1.2 pp in 2022, and 0.6 pp in '23, though with just
a minor upward revision of the unemployment rate (0.1 — 0.2 pp)

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

2021 2022 2023 2024 2025 Q2*
cpPl 22(2.2) 6.0 (2.9) 5.0 (2.0) 2.8(2.4) 23
CPIF 2.4(2.4) 5.5(2.9) 3.3(1.9) 2.0(2.2) 2.1
GDP 4.8(5.2) 2.8(3.6) 1.4(2.0) 1.4(1.7) 1.5
Unemployment, per cent 8.8 (8.8) 7.6(7.7) 7.4(7.2) 7.4 (7.0) 7.4
Repo rate, per cent 0.0 (0.0) 0.4 (0.0) 1.2(0.0) 1.6 (0.2) 1.8
Note. The assessment in the Monetary Policy Report in February 2022 is shown in brackets.
*Calendar-adjusted GDP growth and seasonally adjusted LFS unemployment in 2025 Q2.
Sources: Statistics Sweden and the Riksbank
2022 Q1 2022 Q2 2023 Q2 2024 Q2 2025 Q2
Repo rate 0.00 (0.00) 0.16 (0.00) 1.18 (0.00) 1.57(0.13) 181 31
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Slower growth in no. of employees, perhaps

Employment rose by 0.1% in March, following a similar uptick February, revised from a 0.5% decline

Norway Employment * The February r.evisi.on of was much larger thgn norm-al, fand we
4, L4 to not assume it will be repeated (and there is not bias in the
% change from Dec-19 ‘ 30 first estimate vs. the final outcome)
37 l‘ £ * The no. of employees grew at at 1.5% pace past 3 months and
5] — are up 2.3% vs. the Dec-19 level
* We do not yet have Q1 data for foreign residents on temporary
11 I employment, but assumes a further increase through the
0 A /] 0 quarter.
= - » Thus, employment among residents will grow slower than the total —
- S | L1 and may have flattened in February and March
// 0\ * We expect employment growth to slow due to lack of available
"2 = / S M2 labour, not due to lack of demand
-3 - L‘:f:)ﬁ:;':'gg;’:ﬁ"t‘ H --3 * The LFS (‘AKU’ survey) employment data (both employees and
self-employed, with permanent residency in Norway) reported
<41 -4 0.2% growth in Feb (avg Jan — March from avg Dec — Feb), and
5 5 by a 3.0% pace over the past 3 months
18 19 20 21 29 » LFS employmentis up 3.0% since before the pandemic, and both

participation and employment rates are far above the pre-pandemic
level —and the LFS unemployment rate has ‘collapsed’, now to 3.1%

* National Accounts reported a 1.4% growth in total
employment in Q4 (5.5% annualised) — and the level is up 1.4%
vs. Q4-19. These NA data includes foreigners on short-term
stay

SB1 Markets/Macrobond
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The participation rate has flattened since last summer

No further lift since last summer signals that the reserve is already engaged, no spare capacity left?

Norway Labour market
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The employment rate rose 0.1 pp to 69.3% in Feb

» Ahead of the pandemic the rate was 68.1 — 68.2, and it is up from
the 66.4 through in early 2021 (and from the same level in 2017,
after the ‘oil crisis’). The employment rate is measured in % of the
working age 15 - 74 y population

» The employment rate is the highest since 2842 2009

The participation rate gained 0.1 pp to 71.6% in Feb. This rate
has been flat since early last summer — at the highest level since
2012

These monthly data are volatile but the flattening of the
participation rate since the last summer even if demand for
labour is still increasing may indicate that the easy part of ‘re-
engagement’ is behind us

Working age population growth is 0.4% over the last year (Q4
est), in line with the moderate growth ahead of the pandemic

72 415= T4 years T2
71+ -71
704 Participation fate 70
69 - 69
67 - - 67
66 - 66
65 Employment rate - 65
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NAV unemployment further down, even if the ‘main’ rate was unch. at 1.9%

Norway unemployment Norway unemployment
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* The ‘full time’ open NAV unemployment, which includes furloughed workers, fell by 2’ persons in April (seas. adj) to 54’, marginally above our
forecast. Unadjusted, the rate fell 0.2 pp to 1.9%, as expected (we expected 1.8%). Seas. adj, the rate was unch at 1.9%, 0.3 pp below the pre-
pandemic level — and 0.3 pp above the 2008 trough —and 1 pp below average. The rate is 0.1 pp below NoBa’s estimate in the March MPR

* The number of partially unemployed (not incl . in the ordinary unemployment no.) fell by 5’ to 36’, and including measures, the total
unemployment fell by 8’ to 93’, 7 below the pre-pandemic level. The overall rate fell by 0.3 pp to 3.2%, and there is no decline in the speed of
decline

* The inflow of new job seekers was unch at a record low level in April. The inflow of new vacancies fell marginally but is close to the ATH Feb
* The LFS (AKU) unemployment rate was 3.1% in Feb, unch from a 0.1 pp downward revised level in Jan

[K]
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A ‘small’ retail sales upward correction — clothing up 28%, sport equipm. 10%

Retail sales rose 3.3%, and total consumption of goods 4.8%. New expect a reversal coming months

Norway Retail Trade Norway Consumption of goods
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* We expected unch sales m/m in March

* Retail sales have been far more volatile than normal during the pandemic, and monthly data have been close to useless. Sales have
been trending down since early 2021, like in many other rich countries, from levels that were miles above pre-pandemic trend
growth paths. After the March surge, sales/total consumption of goods are well above our estimate of the long term trend (which
though is somewhat higher than the anaemic pre-pandemic growth path)

* Some sectors reported unusual sales gains (in volume terms) in March, in spite of the unprecedented decline in consumer
confidence, higher inflation & the 2"d rate hike from Norges Bank. Clothing was suddenly reported 36% above the average 2019

level, and sport quipment as well as household equipment added 10% m/m .
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Domestic credit growth (C2) growth 0,2 pp higher than we expected

.. Even if household debt growth was lower: Businesses and local governments increased their debt more

Norway Domestic credit Norway Domestic credit
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* Total domestic debt (C2) rose by NOK 26 bn in Marc, up from 24 bn in Feb. Feb was revised up 3 bn, and Jan was revised up by 6 bn. The annual
growth rate was unch at 5.0%, though up form prev. reported 4.8% in Feb. The 3m/3m growth rate is at 5%. We are not witnessing any credit
boom. However, debt levels are high, especially for the household sector

* Household credit rose by NOK 10 bn in Feb, we expected NOK 16 bn. The annual rate rose to was unch at 4.9% (revised down from 5%)

» Corporate C2 credit, rose by NOK 12 bn, 6 bn more than in Feb (even after Feb was revised up to +5 bn, from 1 bn), and 5 bn more than we
expected. The February annual growth rate was revised up by 0.8 pp to 4.8%, and rose further to 5.0% in March, far above our f’cast. Mainland
corporations increased their debt by 6.6% y/y, up from 6% in Feb (revised up from 5.4%)

* Local governments added NOK 4 bn to their debt burden in March. The annual growth rate still to 5.0% from 5.9%. Last summer the rate was 8%36




Global economy

The world is still surprising at the upside

Just Japan (and New Zealand) at the downside vs expectations

Citi Surprise Index
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Citi surprise index
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* Norway was surprising sharply on the downside through most of 2021. But in
early December we crossed the zero line, and shot up in January — but now

data are on par again, according to Citi

* Sweden is still at the top

Surprise-indices measure the difference between economists’ expectations and the actual outcome over a 3-month rolling window
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Highlights

The world around us

The Norwegian economy

Market charts & comments
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The global economy slowed further in April

The composite PMI may have declined by some 1 — 1.5 p in April. China has run into lockdown trouble

Global PMI vs growth PMI Composite
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* |F Markit’s Chinese service sector PMI remains unchanged in April (which could be somewhat optimistic), the Chinese composite PMI ‘just’ fell
to0 40.0, and the global index to 51.5, signalling 2- 2}4% global GDP growth — down from 3% in February. A 2 — 2 %% growth rate has often been
labelled a global recession

» The impact on growth in global corporate earnings (MSCI) is almost 10 x larger, that is a 10 pp decline, normally down to approx. zero
* Both manufacturing & services contribute to the expected decline in the overall PMI
* The preliminary PMls rose in EMU, but fell in US (and UK), and probably in the rich part of the world in average

* Delivery times rose in the manufacturing sector — and all price indices rose — and most to new ATH. So war & sanctions (and Chinese
lockdowns) have some impacts... 39



China PMI

China is struggling again, no doubt due to the large scale lockdowns
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The NBS composite fell almost 6 p to 42.9, Markit’s index very likely fell too (manuf. output collapsed)

China Composite PMlIs
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China PMI vs GDP
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* The CFLP/NBS composite PMI fell by 5.9p to 42.9, the lowest level since the start of the pandemic in Feb-20

* Markit’s composite PMI very likely fell as well, to below 40 even if we have just pencilled an unchanged service sector PMI. The

SB1 Markets/Macrobond

manufacturing survey fell sharply, especially the output sub-component (which represents manufacturing in the composite index)
* The average of the two PMI data sets (with our estimate Markit’s service sector index) fell 5.1p to 41.3

* What has happened? China’s corona strategi has more or less failed. The Omicron variant is very contagious, and the Chinese vaccines to
not work well (and far too few old people are vaccinated). The lockdowns are now hurting the Chinse economy badly. President Xi is said to
so fixated at the zero Covid tolerance policy, he has not been able to acknowledge its huge economic cost

* The construction sector is not reporting a backlash — not in March either
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Both manufacturing PMis down fell sharply in April as lockdowns bite

Both surveys down 2.1 p, and in average more than exp., down to 46.8 in avg, a slow growth sign

China Manufacturing PMI
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China PMI vs manufacturing production
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* The CPLP/NBS survey fell less than expected, while Markit’s survey fell more

* Even if these surveys are well below the 50 line, they do not automatically signal a contraction in activity, at least not
measured vs official production data. However, the April surveys are both outliers, like the Feb-20 surveys were (the first
lockdowns), and our model is not calibrated vs such special circumstances. In addition, the output components fell more
than the total indices, especially in Markit’s PMI, down to 38 (check next page) — no doubt signalling contraction in

production
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China PMI

The PMI manufacturing output index fell sharply, the new order index too
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Delivery times soared, which is not a sign of strength now
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The CFPL/NBS service sector PMI joined the March Markit survey, at 42!

A 2 p decline to 46.2 was expected. | fell 6.5p. The tight lockdowns have a substantial economic cost

China Services PMI China Services growth vs PMI
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* Markit has not yet reported its April service sector survey

* If assuming an unchanged Markit service sector index in April, that is at the same level as the NBS survey, a substantial
decline in service sector activity in April is signalled
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Steel & construction is hurt to, according to the PMis

The steel sector PMI fell below 40, and the new construction order index signals a significant decline

China Steel Production vs PMI China CFLP/NBS PMI Construction
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GDP down 1.4% as strong domestic demand just leaked to the ROW, imports rose
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Net trade deducted 3.8 pp from domestic product, and inventory growth slowed too

USA GDP USA Demand
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* GDP was expected up by 1.0%, down from 6.9% in Q4. March trade data was published one day before the GDP report, which signalled a downside risk to Q1 GDP. However,
other short term data, neither from the demand and supply side (hours worked) signalled a decline in GDP

* The demand mix was unusual, the drag from a 18% surge in imports, which was much larger than expected. Exports fell by 5.9%, and net trade deducted 3.8% from GDP!

* In addition, the inventory contribution declined to -1.6% from highly unusual support of 5.4%. However, inventories were still growing faster than normal in Q1

* Domestic final demand (ex. inventories) was not weak, in fact it rose faster than in Q4, up 2.7% from 1.7% in Q4 — while GDP growth fell to -1.4% from +6.9%!

» Private consumption grew at tad faster, and business investments rose much faster. Public sector demand declined further

* Core PCE inflation (Fed’s price measure) was unch. at 5.2%, while the overall GDP deflator grew 8% in Q1

* We assume corporate profits fell by 5% in Q1, in spite of the 8% surge in prices. Employment compensation rose rapidly, and more important, government support ended
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GDP up 3.6% y/y, and the level is 2.8% above the pre-pandemic level

[K]

Most likely, GDP will grow again in Q2, we do not expect that domestic demand will contract (now)

USA GDP
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Price increases accelerated in Q1 — and we are at levels not seen in decades
All GDP/PCE deflators up 5 — 8% in Q1. Nominal GDP grew by 6.5%

USA Price deflators
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USA Price deflators
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» Higher energy prices to blame for the steep rise in prices but other prices also contributed to the lift in GDP deflator at
8% in Q1 (g/q, the annual rate is 6.8%). The growth rate is the highest since early 80’ies

* The core (x energy, food) PCE deflator (Fed’s preferred measure) is up 5.2% in Q1 (and by 5.2% in y/y), the highest since
1984
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Net trade was the Q1 story — imports surge, exports fell

The inventory contribution disappeared as well

USA Demand USA Demand
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* Imports of consumer goods explained 2/3 of the surge in total imports in Q1, investment goods the rest
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Inventory growth slowed but is still higher than normal

The Q1 foreign trade drag was historic, just the pandemic Q3-20 was even worse in modern times
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* However, inventories can not continue to grow at the same pace as during Q4 and Q1 —then inventories will become
too large over time
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Goods took GDP down in Q1, services grew further — but is still below Q4-19!

Goods production is 11.5% above the pre-pandemic level, the total is up 2.8%
USA GDP - sectors
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Investments: Total business investments strong, housing investment high too
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Business investments above trend just due to IP & software, ICT. Other equipment, structures still weak

USA Investments

1751 In % of trend nominal GDP Busingss inggstments r17:5
15.0 -15.0
12.54 -12.5
10.0 - ~10.0
intellect.|propert
7.5 - 7.5
5.0 1 - 5.0
25 Government . o5
0.0 0.0

60 65 70 75 80 85 90 95 00 05 10 15 20

SB1 Markets/Macrobond

USA Business investments
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* Business investments are up 4.8% vs. the Q4-19 level (in volume terms), driven IP/software and ICT equipment. Investments in
structures are still very low. Investments in equipment x ITC may is most likely below trend

» Thus the outlook for business investments is not clear: The boom in IP/software/ICT may well continue, even if the levels are high. There is still upside for

»

other equipment and structures, at least vs the normal cycles in these sectors

* Housing investments grew 2.1% and housing investments/GDP rose further and is very likely above trend
* Government investments as share of GDP are close to flat vs GDP, and the level is rather trending down than up

However, higher interest rates, and weaker growth in demand does not normally support business investment, and we are probably not far below the peak
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A private consumption cycle. Or rather, a virus cycle...

A shallow & short business investment downturn. Net trade a large drag, and larger than ‘is should have been’
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* Net trade has declined more than normal vs. the 25- \'\ \ / \/f
increase in domestic demand \//\
-2
* Check more on the household sector some few pages
forward 751 L3
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Corporates’ profits probably down in Q1, due to the end the Gov subsidy bonanza

However our ‘pre-subsidy’ estimate may be too optimistic

USA Corporate profits USA Corporate profits
2.50 -2.50 -2.25
USD trl, pre surplus taxes 35 _1000 bn USD
2.25 4.annual rate -2.25 -2.00
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2.00 - -2.00 3.0 175
1.75 -1.75
2.5 /\ -1.50
1.50 7 ) r1.50 Nat. accounts after tax V- 195
195 ?dlus:,eqd' L 105 2.0 corporate profits V '
: or subsidies :
< N~ -1.00
1.00 + ~1.00 1.5 1
] | % -0.75
0.75 0.75 104 e
-0.50
0.50 4 -0.50
_/\,/\’/
0.5 L
0.25 - Government support - 0.25 0.25
to corporates Recessions shaded
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* We assume domestic corporate profits fell some 5%, not annualised. Growth in nominal corporate GDP slowed (we assume to 1.9%
from 3.2%, but the estimate is uncertain!), even if inflation accelerated to above 8%, and growth in labour compensation slowed to
2.2% (9.3% annualised) from 2.7%. The main drag still came from an increase in net taxes-subsidies, contributing to a 4.8% decline in
corporate profits

* The S&P estimate that S&P 500 profits fell by 8.6% (our seasonal adj). Of course, thereafter profits will grow rapidly forever. S&P profits
are still way above normal vs National Account profits for the total corporate sector

* We think the profit outlook is muted. Wage inflation will not subside anytime soon given the super tight labour market —and a

continued price inflation at the current pace cannot be tolerated by the Federal Reserve. Exciting times ahead
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Profits in the National accounts are strong, S&P profits are even better

Until further notice

USA Corporate profits
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The profit share has peaked? And more may come

The bottom line has always been hurt when the labour market becomes too tight. Like it is now

USA Corporate profits vs unemployment

- 20 * Prices are increasing at an incredible
-19 pace but so are wage costs, and

-18 government support is on the way
-17 down

- 16 « When unemployment falls below 5% —
15 6% companies have normally been
- 14 struggling to keep their share of value
-13 added — as their employees are getting
12 the upper hand
» Unemployment is now at 3.6%, and it is
falling rapidly as other indicators
9 (especially vacancies) suggest that the
labour market is even tighter than the
3.6% rate signals
* In addition, it is reasonable to expect
the production taxes-subsidies to
normalise the coming quarters.

» The impact is shown as the green area at
2 _WhEnunemploymEntfa”S ........................................................................................ L

the chart above
4. | ‘A% itg. . o T D O -
(1) below:6%; profits a[e exposed  Thus, it is quite likely that the profit

75 80 85 90 95 00 05 10 15 20 25 share is headed downwards from here

O -~NW,~rOIO)N ©
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All data are not yet published, and the Q1 numbers are just our estimate
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Here is the import data that killed the Q1 GDP, they came in March

The trade deficit shot up in March, to ATH, by far — as imports rose 11% in value terms, 9% in volume

USA Trade Balance, goods US Export & Import Volume
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* Imports of goods are almost 50% higher than before the pandemic, and by 26% in volume terms

» We expect US households’ demand for goods to slow the coming quarters, from the present very high level — dampening demand for imports too (we said
so one month ago too...)

* Exports of goods rose 7% m/m and are up 21% vs the Feb-20 level. However, in volume terms, exports are down 3% vs. Feb-20
» Domestic demand has been strong, while demand abroad has not been that upbeat

* The trade deficit in goods fell by USD 19 bn to 125 bn, 18 bn above the Jan ATH
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Real incomes fell by 0.4%, and are trending due to high inflation. Lower savings fund consumption

USA Private consumption
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USA Household income & spending
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Private consumption grew 0.2% in March, expected down 0.1%. Feb was revised up to 0.1% from -0.4%. Spending rose by 1.1% in nominal terms! The PCE

deflator shot up 0.9%. Real consumption is up 5% vs. Feb-20; Goods are 15% up, service are back to the starting point! No doubt, goods consumption slow,

services will grow further the coming months

Personal disposable income gained 0.5% in March, but fell 0.3% in real terms. Real household income has been falling recent months, due to the surge in
inflation, and a normalisation of transfers/taxes. Real wage incomes are still trending upwards

The savings rate fell +0.6 po to 6.2%, from a 0.5 pp upward revised level in Feb. The savings rate is now below the pre-pandemic level. However, households
have saved an extra amount equalling 13% of one year’s disposable income during the pandemic and has ample capacity to keep consumption growth above
income growth — in average, that is. Low income families spent their ordinary income + transfers from the government, high income familied increased their

savings — and do perhaps not plan to spend the ‘savings surplus’, even if most of the excess savings have been invested in liquid assets like bank deposits
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Rapid price increases lower real income

A decline in the savings rate funds growth in consumption

USA Income & Consumption USA Income & Consumption
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--0.5
-2.5- = -2.5
<Prices -0.9
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--2.0
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* Growth in prices are have been higher than growth in nominal disposable income recent quarters, and a reduction in
the savings rate has funded growth in real consumption

We have shaded the ‘hard’ pandemic quarters at the chart to the left 58
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Wage revenues are climbing rapidly. Transfers ex. unemployment benefits are back on trend

USA Household income & spending

30 % change from Feb 2020 - 30
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* Total income has flattened since the spring as ordinary
public transfers and unemployment benefits have
gradually normalised

* Total wage income is growing rapidly and level is above
the pre-pandemic growth path at 4.25%, even if
employment & hours worked remain well below the pre-
pandemic level. The reason is of course the sharp
increase in wage inflation

We have shaded the ‘hard’ pandemic quarters at the lower right chart
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USA Household disposable income
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Something is happening with wage revenues (=wage costs for others...)

USA Household wage income
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Services finally back to the pre-pandemic level, goods are still 15% above

[K]
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Spending on services is still 4% below the pre-pandemic trend, spending on goods are 8% 7% above!

USA Personal consumption
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USA Change in consumption - in volume
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» Consumption of goods fell 0.5% m/m in February (volume terms). The trend is flattish, at best. Spending is still well
above the pre-pandemic trend at 7%. The gap is steady declining — and will very likely continue downward

» Demand for durable goods are way above sustainable levels, we assume
* Services are recovering, and climbed above the Feb-20 level in March, as spending rose 0.6%. Spending is still 4% below

the growth trend ahead of the pandemic

There are some larger aggregating differentials than usual in the PCE accounts, and the sums do not add up to the total
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Mixed between sectors in March

USA Private cons. % change from Feb '20 . Fonsumption of goods recovered.from the Dec setback
40 - | an in January but yielded somewhat in February
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Towards more normal times — but transfers are still above par

Net taxes close to 6% of pre-tax income, close to the pre-p level — which though was too low

USA Household taxes, transfers
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* The ‘normal’ net tax rate (taxes-transfers) implied a substantial government deficit — which was not sustainable

» Before year 2000, the net payment to the federal government equalled 10% - 12% of pre-tax income
.... and somewhat below 10% until the Financial crisis. Since 2012, the net tax rate has been some 6% of GDP, and now at 5%

» Taxes are back to the pre-pandemic — or even a tad above — while transfers are
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Will the savings rate stabilise at today’s level? If so, income growth will decide consumption growth

USA Housing savings rate

USA Households' savings
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* The savings rate declined 0.6 pp to 6.3%, from a 0.5 pp upward level in February. Our old savings model, yields a 2.9% savings
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rate in Q1. During the 2016 — 19 period our old model has underestimated the savings rate systematically by some 2 pp

* The gap is now much larger —and it has been so during the pandemic, of understandable reasons — spending was not
possible. Now the model may indicate a downside potential (or long term risk?) for a decline in the savings rate

* The ‘Wall of Money’, the excess savings during the pandemic is also an argument for a further decline in the savings rate
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Has core inflation peaked? Quite likely, last year’s monthly increases hard to beat

The annal core PCE declined 0.1 pp to 5.2%, 0.1 below expectations. The headline up 0.3 pp to 6.6%
USA PCE deflator
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* The total PCE deflator rose by 0.9% in March, as expected, and the 5 5.2
annual rate accelerated 0.3 pp to 6.6%, the highest since 1982. Feb was 4 _"\ ; /\‘W L4
revised down by 0.1 pp 34\ f ‘ L 3
* The core PCE rose by 0.3% m/m, as expected, but history was revised 2 M, " A .. 2
down, and the annual rate at 6.6% was lower than exp. | ‘\,ﬂu"ld WUV"\"\/"M". )
* Asenergy prices retreated somewhat in April, the headline PCE will very 0-, ‘ ‘ ‘ ‘ ‘ ‘ ‘ | ‘ Lo
likely increase by far less than 0.6% rate delivered in April last year. The 70 75 80 85 90 95 00 05 10 15 20
same goes for the core rate, which shot up in April last year SB1 Markets/Macrobond

* The price level is far above Fed’s 2% long term path target, and March
data did not reduce the pressure on the FOMC to act. Anyway, the real
problem is the too high wage inflation 65



Used auto prices are falling rapidly.

USA PCE Deflator
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But not may other prices are slowing
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* Hotel & restaurant prices are up 9.6 since Feb-20 (>4.5% per year)
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PCE by main sectors: All but 2 sectors report >2% growth past 2 years

... and all but 2 s are up more than 2% measured 3m/3m, the total is up 4.9%

PCE price index

PCE price index
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PCE price index
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* 4 sector report less than 2% inflation over the past 2
years, 8 sectors are above

* The momentum is still strong, almost sectors report
accelerating price growth (the 3m/3m is above the
annual rate)

% change 3m/3m, annual rate %
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Inflation has broadened but not further in March

However, all ‘underlying’” measures on inflation are at levels we have not seen in decades

USA PCE 'core' USA Trimmed median CPI, mean PCE
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* The trimmed PCE mean (Dallas Fed) subtracted 0.3 pp to a 4.4% pace over the past 6 months

* The trimmed median CPI (Cleveland Fed) is up 7.1% over the 6 months, the highest on record, data back to 1983
* Core cyclical and acyclical PCE prices are up 5.1 - 5.6%, but these rates flattened or fell in March

* Other measures of underlying inflation are also at the highest levels in 30 — 40 years

* At that time the Fed funds policy rate was not at 0.25%
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The Employment Cost Index accelerated sharply in Q1, up 5.8%, highest since ‘89
The ECl rose 1.4% g/q (5.8% annualised), expected 1.1%, up from 1% in Q4 — and cost is up 4.5% y/y

USA Employment cost index USA Employment cost index
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* The Employment cost index for all civilian workers, which measures wages and other wage costs for the same types of jobs (and is
not influenced by changes in employment between sectors/type jobs), accelerated to the highest level since 1989 (q/q). The annual
rate is the highest since 1991

» In the private sector, the ECl also rose by 1.4% a/q, and it is up 4.7% v/y

» State and local gov employment costs are up just 3.2% y/y, the largest discrepancy to the private sector ever
» In general, low paid services reported the highest wage growth, both q/q & y/y but all sorts of labour received higher compensation (next page)

* All other wage indicators have reported higher wage growth for a while 69
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All sectors report a substantial increase in wage inflation

USA ECI
Change yly Now 1y 10y
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Health Care & Social Assistance I 51 23 23
Manufacturing o | 49 23 24
Office & Administrative Support L | 47 26 26
All Workers e | 45 26 25
Construction & primary & | 43 16 23
Management, Business & Financial NN 40 18 24
Public Administration @ | 3.7 19 24
Education Services [ @ | 30 19 22

HENow H 10yavg ® 1yago

SB1 Markets/Macrobond
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Wage indicators agree: Growth has accelerated, to substantially > the 10y avg

... which yielded 2% inflation (or more)

USA Wage indicators USA Labour cost
115.0-Dec19=1 | 7'Changey/y% ) 7
1125 _w\‘ Median wage
.5 A 6% growth 114.0 3 m avg
|Average wage, 61 Atlanta Fed
110.0 ~ [ payroll report 111.8
10754 NAtIanta Fed median 110.3 5- L5
105.0 - _\‘JIIBf”/g’_g’rowth 106.9 | | _S
4 4
102.5 - 1025 W)
3 -3
100.0 1 -100.0
97.5 7= " - 975 2- I'"A -2
95.0 .7 - 95.0
14 -1
92.5 A - 925
J M S J M S J M S J M 0 T T T T T T T T T T T T T T T T T T T T 0
19 20 21 22 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
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* All wage indicators are reporting faster wage growth, and all reporting wage growth well above the average recent
years

* Growth in wage/earnings/compensation indicators are up 1.5 — 3.5 pp vs the their respective 10 y averages. The current
rate of wage inflation is not consistent with CPI inflation at 2% over time

* Wage inflation will probably not come down to a ‘normal’ level before unemployment has turned up (which again

normally requires a recession) o
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Wage inflation is the main risk, not raw materials/energy/corp. margins

Still risk vs core inflation even without fast wage inflation from here

USA Wages vs. prices

H - Price index private cons.
Index 1960=100
USA Wages cost vs. prices ex.food & eneray ) | __—
91 5y average growth -9 -
y geg 480 - - - 480
8 -8 )
Price index private cons. Wage cost per unit,
7 | A ex. food & energy L7 240 4 business sector L 240
6 - -6
120 - -120
yy last 5y e
54 -5 -
=
4 i -4 60 4 *) Total PCE, CPI before 1060 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ T 60
50 55 60 65 70 75 80 85 90 95 00 05 10 15 20
3 - | - 3 SB1 Markets/Macrobond
MR LA\ A /\Ah Lo USA Wages vs. prices
\N g NV 135 1 index 1960=100 prateg 135
14 : -1 130 - Wage cost.per.unit, R4 130
business sector " \
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55 60 65 70 75 80 85 90 95 00 05 10 15 20 120 - _1,'20
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115 - 15
/
110 “r10
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100 H»= -100
951 Total PCE, CP! before 1060 - 95
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New home sales down in Feb, the total inventory of unsold homes on the way up

Prices have stagnated too. However, sales are still strong, and just few completed homes are for sale

USA New home sales and housing starts USA New Homes for sales
2000 + - 1400 600 1Homes for sale.'000 - 600
1750 - I 1200 500 - - 500
- 4 Total 404
1500 + New single home sales . 1000 400 —
1250 - - 3001 <
> - 800 200 - mzuu
10007 I ’\W
L 600 100 4 5
750 - L 0 <Completed 35
500 - : 400 12 JUnsold homes/monthly sales i 12
250 + - 200 10 - L 10
Sales/Starts ] P
| 8 1 /Total 6.3
0.9 6 -
0.7 4| 4: :
1 2 -2
0.5 - : 0] Completed 0.5 |
04 06 08 10 12 14 16 18 20 22 90 95 00 05 10 15 20
SB1 Markets/Macrobond SB1 Markets/Macrobond

* New single home sales were at 763’ (annualised rate), as expected, and in line with the 15t estimate for sales in February (now revised up to 835’)

* The big picture: Following a 30% decline from January to June, sales were stable through H2 last year, at approx. the same level as before the pandemic — until
the hike in Dec. So far in 2022 sales have fallen slightly but is still above the pre-pandemic level

* The inventory of unsold homes is climbing — by some 43% from the local trough in Oct 2020, to the highest level since 2008. The inventory equals 6.3 months of
sales, a bit higher than ‘normal’ — and up from the record low level at 3.5 months in Sept 2020

» The increase in the inventory is not due to large increase in completed house for sale (the most ‘effective’ supply), and this inventory just equals 15 days of
sale (1/3 of a normal level). However, the no. of projects not yet started (but for sale) has doubled, to the highest number ever, and the no. of new homes at
the market but still under construction has climbed rapidly, to the highest level since 2007. So, there are lot of homes in the pipeline, and clearly a
confirmation that the supply side is responding to the steep increase in demand. Combined with higher mortgage rates, that could change the balance at the
housing market the coming months 73
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New home prices up again but underlying growth may have slowed

Construction costs are up 17% vy/y, selling prices is up 19% as land prices are more up than constr. costs

USA New Home prices

jgg: Median price, ‘000 USD :igg USA New Home Prices
350 . Seas. adj 350 140 41 dex 2019 = 100 - Homes sold
| I 135 - /..l imedian price 138
300 -
130
250
125 - - .
200 120 - \Construction cost 130]
150 reo
100 ~ 1154 AN - 115
50 4 110 - /) - 110
0 105 - /\ " D -105
] 6m/6m | 100 Jompag 7™V -100
25+ C 95 - 95
] i Z) . .
[ 40 Change viy [\ /,\/_ | , FMedian price 21.7 |
: 101 IAWA=: '\J/\L)C7- SContr. cost 17.3 |
O:.-\Ar’?‘AdQ:\' i il i 0
“\/V
NV | i
10 --10
JAJOJAJOJAJOJA
19 20 21 22
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* Monthly median new home sales prices are very volatile, as these prices are not adjusted for changes in the mix of
home sold. In March, prices were up 21.7% y/y, but the 6 m average is ‘just’ 12.1%

* The construction price index is adjusted for changes in standard & size, as is the new homes sold price index, which
also includes cost of land: they are up by 17% and 18% resp., measured y/y in March/Q1
» As prices including land are still up more than the construction cost index (which of course is influenced by higher material costs), which

implies an even faster increase in land prices. Thus, demand must be the main driver for the hike in prices, not the construction cost (if
demand was weak due to high prices, prices including land would have climbed less than construction costs) 74
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Pending home sales further down in March, mortgages rates start to bite?
No. of agreed transactions fell 1.2%, and is down 14% from last November, a substantial decline

USA Pending vs Existing home sales

USA Pending vs Existing home sales 190 ndex it 8.0
, 140 r7:s
150 1 |ndex Milt. - 8.0 erécing-rome sales, L70
-5 130 A m fwd 6.5
4 . = ’\ 6.
140 120 \\/\/\/J \ 6.0
Pending home sales, -7.0 110 - Y e P 55
130 1 2'm fwd &~ -5.0
6.5 100 - :
' 90 - 45
120 - L 6.0 -4.0
80 - 3.5
110 \ “h r‘ k 95 70- -3.0
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100 - : 19 20 21 22
[ 45 SB1 Markets/Macrobond
90 ..
"\l 40 USA Inventory of existing homes for sale
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0.0 0.0
120 1 -15.0
e The decline in March was as expected, and the March was the 4th 128: 15-(5)
month in row with declining sales 605 75
. L . 401 - 5.0
Tr:\er:jecll.ne S|gnT<Is that higher mortgage rates may slow down . Turnaround e o )
the housing market o] i/s in months <2.0 |
* Normally, prices are lagging sales by several months, by up to 1 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
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year (check next page)

Pending home sales: Deals signed. Existing home sales: The actual transaction, typically 1 — 2 months after signing



When home sales decline, prices follow. Normally after a while
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Thus, a focus at transactions is justified — even if prices are the ‘real thing’
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Suddenly, house prices just shot up, more than ever
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Which does NOT support the hypothesis that higher mortgage rates are starting to bite. But....

USA Case-Shiller house price index

300 - Index, 2000 =100, 20 cities - 300
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» S&P’s Case/Shiller’s 20 cities price index rose 2.3% m/m in Feb (Jan — March avg, our seas. adj) equalling a 32% annualised pace. ATH, by far. A 1.5% lift was
expected. The annual rate accelerated by 1.1 to 20.2% (expected 19.2%). BTW, also an ATH print!

* The FHFA (Federal Housing Financing Agency) price index, which covers homes with loans guarantied by the government sponsored Fannie Mae or Freddie
Mac (‘Husbankene’, has a countrywide coverage), rose 2.1% in Feb, and are up 19.3% y/y. ATH, of course

¢ However, even if prices cover transactions closed in March (included in the Jan-March average), those deals were mostly agreed upon in February —and

‘something might have happened in March and even more in April, when rates really shot up, and affordability has fallen to a lower level than since the
bottom before the house market crashed in 2006. Realtors reported a 1.1% lift in March, covering deals agreed upon in February, well down from the 2% lift

the previous month
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Some special house data — both measured y/y & the real price level

Real prices are 15 — 25% above the pre-financial crisis peak
USA Home prices Existing home prices
40077000 USD pr house URE. 251 Change % yly 25
375 - Constant prices, in present price level LE 20 - éC-S National 19.8 ‘
~C-S National |

350 + - 350 15 -
325 - - 325 ‘0. 1
300 + ~300

5 A - 5
275 - - 275

0 — — 0
250 - \ - 250 v

-5 - - 5
225+ - 225
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200 - - 200 -101 10
175 - - 175 -15 1 --15
150 - Case/Sh|Iler FHFA rebased to NAR med|an pnce in 2019 - 150 -20 - --20
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* Both the Case-Shiller National index, FHFA’s index for homes with government sponsored mortgages (which includes most homes), and
the realtors’ price index reported the highest house price appreciation ever (or since 1948) during last year

* Real prices are far above the 2006 peak, by some 15 — 25%
* There are still some big differences vs the mid 2000 housing bubble

»

»

»

Hc|>usm% stgrts are at a lower level. The inventory of 2" homes for sale is record low (vs high 15 — 16 years ago). However, the inventory of new homes for
sale is climbing rapid

The debt/income ratlo has fallen sharﬁly since the peak before the financial crisis, and cash positions have soared (in average) to above debts. However,
credit growth has accelerated during the pandemic

The savings rate/net financial investments rate has now fallen to below the pre-pandemic level- but the ratios are far above the level in 2005 78



The least affordable housing market since 2008
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Prices are up 35% since before the pandemic, the mortgage rate is up 40%. In sum....

USA Housing Affordability

USA Mortgage interest rate vs gov bonds
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Mortgage rates are up — and demand for new mortgages may-be is waning
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Applications fell further last week — and finally we can see a downturn worth talking about

USA Mortgage Applications
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USA Mortgage applications, purchases
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* Applications for new mortgages are some 20% since the start of the year, and the level is now almost 10% below the
pre-pandemic level. Still, the downturn is not dramatic

* In addition, the correlations between mortgage rates and home sales or prices are far from perfect
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New orders up in March - trend still upwards

May signal some support for equities?

USA Durable orders USA Capital goods orders vs S&P500
300 4 USD bn -300 30 - Deviation from long term trends, % - 60
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* Total durable orders rose 0.8% in March, close to expectations
* Both the volatile aircraft & defence orders declined and ex these two components, the ‘core’ gained 1.6%
* Core investment goods orders grew 1%. The trend is still straight upwards, at a descent pace

* Order inflow is far above pre-pandemic levels, especially for investment good orders and surveys are signalling a further
increase the coming months, albeit at a slower pace

* Without a decline (at least vs trend) in investment orders, a further setback at the stock marked does not seem too likely
81
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Aircraft & defence orders at normal levels

... while auto orders rose — and they are not at low level!

USA Civilian aircraft & defence orders USA Durable ordres - autos
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Core capital orders are still going strong but growth is slowing somewhat
Signal decent growth in business investments into Q2

USA Investment goods sales

USA Investment goods orders 40 Change % g/, ann. rate 40
1'4_USDbn 1.4 30 - 30
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. . . 15 16 17 18 19 20 21 22

* The business investment level is well above the pre- 51 MarketsMacrobond
pandemic level —and not at low vs. a reasonable long
term trend
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The ISM/PMls are signalling a further, but somewhat slower growth in orders
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* The ISM order index is
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USA Durable orders vs PMI orders
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Conference Board’s confidence unch in April, still well above average

Expectations recovered somewhat, the assessment of the current situation fell less

USA Consumer Surveys * Even if expectations are below average, this index is strong

2.5 stdev, avg = 0 - 25 vs. other surveys
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The Conf. Board — Univ of Mich differential reduced but still huge (unpreced.)
Almost always, when UM grounded before CB yielded, UM was right. And the recession started
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However, both UM’s survey and two other surveys that have been very weak
recently recovered last month

High inflation is normally not welcomed, but we have not been able to explain
the drop in UM sentiment by the traditional factors (including inflation and
inflation expectations but also including growth, unemployment, mortgage
rates etc). In addition, the sentiment soured without any deterioration of the
Covid-19 situation (the sentiment fell well before Omicron arrived, and now
restrictions are gradually eased as the Omicron is on the retreat)

Simply, we do not have good explanations! Actual behavior — so far — indicate
that Conference Board’s index is far closer to the ball vs the other indices
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USA Consumer Surveys
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USA Consumer confidence
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Still, record easy to get at job. And buying plans edged up in April

USA Consumer Confidence - buying plans
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Inflation expectations a tad down, at least in the the Conf. Board’s survey

Long-term expectations have been climbing since 2020 bur are not that high

USA Inflation expectations
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New jobless claims remain well below 200’, a very low inflow

Continued claims fell further — to the lowest level since early 1970’ies

USA New jobless claims USA Jobless claims
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* New jobless claims fell 5’ in week 16 to 180’. Recent weeks, the inflow has been at the lowest since 1968, when the labour force was 2
times larger than today

* Ordinary continuing claims declined by 1’ to 1.41 mill in week 15

* The labour market is extremely tight
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Atlanta Fed’s nowcaster suggests 1.9% growth in Q2, the Nat. Activity index 6%

Q1 was far weaker than expected and signalled by other data

USA Atlanta Fed GDP nowcasts USA National activity index vs GDP
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* The National Activity Index reported strong growth in Q1, a 5.8% pace — and growth was more than OK in March too,
signalling substantial growth into Q2
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Core inflation up to 3.5% as prices rose 0.5% m/m. Food up too, energy down

The core rose 0.4 pp more than expected!! Headline CPl up 0.1pp to 7.5%, up 0.2% m/m

EMU CPI (HCPI)
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EMU Contribution to HICP inflation
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* The headline was just 0.1 pp higher than expected, so the HUGE surprise was the core index. Few details yet but both goods

x energy & services accelerated

» Energy prices fell m/m, and the annual rate declined. Still, energy is the main culprit for the extremely high inflation

numbers (check also 3 — 4 pages further out of the report)
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Energy prices may have peaked but food inflation surges

But energy is still the BIG story — and prices rose 12% m/m in February —and are up 44% y/y
EMU HICP Goods & services
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* At one stage, energy prices will turn south again
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And prices ex energy and food are climbing are accelerating too

Food inflation at 6.3%, industrial goods x energy at 3.7%, and services 3.2%

EMU HICP Goods & services
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* Industrial goods prices increased 0.2% in April, and are
up 3.7% y/. Still, these prices are well below a 2% path

since 2019

* Services prices rose 0.3% in April, and these prices are

SB1 Markets/Macrobond

also below a 2% path vs the 2019 level. Transport and

hotels/restaurants have contributed on the upside last

year (but no data for April yet)

* (No further details in the preliminary HICP report)
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Gas, oil prices have lifted ‘energy CPI inflation’ up to 40% but....

if future markets are correct (this time...) , annual energy inflation will peak in April, and then decline

Oil & gas prices EMU Energy prices
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* Future prices are are heading downwards
* Early next year, energy prices will be down, measured y/y

* Gas and oil have contributed equally to the lift in energy prices measured at the consumer level, according to our
models

In these models we incorporate all direct impacts from changes in the oil price — as well as the impact from other factors that influenced inflation which correlates to the oil price
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The tale of two different inflation regimes
The EMU inflation is fully explained by higher oil & gas prices, US inflation is not

USA CPI vs Oil EMU HICP (CPIl) vs. energy
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* Inthe US, oil price cycles have — for all practical purposes — explained all of the CPI cycles the past 30 years. Until 2021. The precent 4 pp
discrepancy is unprecedented! The current/future oil price signals a decline in the annual CPI rate later this spring. The trouble is the ‘gap’
or the 8% starting point

* In EMU, the CPI acceleration recent so far can be fully explained by the increase in energy prices (with a small contribution also from food
commodity price). If oil/natural gas prices follow the future prices from here, inflation is now close to the peak, and the annual growth rate
will return to below 2% in early 2023. Had energy prices suddenly returned to a ‘normal’ level now, inflation would have collapsed!

In these models we incorporate all direct impacts from changes in the oil price — as well as the impact from other factors that influences inflation which correlates to the oil price95
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Just a reminder: No wage cost pressure in the EMU

EMU Labour cost index EMU Unit labour cost & core CPI
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France down 0.1%, Italy -0.2%. However, Germany & Spain grew slightly, as did others

SpareBank o

GDP up 0.2% in Q4 (0.8% annualised), 0.4% above the pre-pand. level

EMU GDP
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* France is the only of the big 4 above the Q4-19 level, +1%

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Qf
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* Spain at the bottom, still 3.4% below, as tourism has not yet fully recovered
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Credit growth is slowly accelerating?

Household debt growth is approaching 5% (underlying), businesses are taking on somewhat more too
EMU Household credit
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Ifo business expectations just marginally up in April, following the March crash

The index up 0.3 st.dev to -2.1 sd below average. The current situation still OK, at above average

Germay Ifo survey, total

110
105 4
100 4
95 4

90 1

85 - ,
100 A
80 91
90:
75 - 851
80 ]

J M s J M s J M
70 -

N
t urren | 80

<Total |
Expect|

- 110
-105

-100
‘< Current sit.

- 95
- ..

- 75

- 70

00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond

Germany Ifo vs GDP
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* The expectation index gained 1.8p to 86.7, expected down 1.4p — following the 13.4p dive in March — where expectations were
hit by the outbreak of the war and the impact of sanctions. Companies are still worried, signalling in huge decline in GDP, ata 5

—10% pace!

* The assessment of the current situation improved marginally in April, remains 0.4 st. dev above average. So there is not any

crisis, yet
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Climate below par everywhere in all sectors, less on in construction

The PMI is above average while the ZWE expectation survey is a bad as Ifo expectations

Germany Ifo survey, sectors Germany Business surveys
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The Riksbank changed tack, more than any other central bank, ever?

The bank even hiked the signal rate, which was just partly priced into the curve. FRAs >> new path

Sweden, Riksbank Repo rate f'cast
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The Riksbank had no choice; 2 months after the bank insisted that the signal
rate would be kept at zero until H2-2024, the bank hiked the signal rate by 25
bps to 0.25%, and lifted the interest rate path by almost 1.5 pp in one go. The
bank signals 1 hike per quarter until mid 2023, and thereafter at a much slower
pace, and up to 1.8% by mid 2025.

The bank surprised the market somewhat on the upside by hiking the policy
rate by 25 bp (from zero) at this meeting — and the very short end of the money
market curve initially rose by 10 — 13 bps (and further at Friday), implying that
market had discounted a 50% probably for a rate hike. Another hike is now
expected in June. The SEK still depreciated last week

The Riksbank lifted the path big time, but the new path was still 75 bps below
the market FRAs (Riba) ahead of the meeting, measured by the end of 2023. In
spite of that, market expectations shot up by 25 bps, and is now 100 bps above
the bank’s new path! Thus, the market does still NOT HAVE ANY CONFIDENCE in
the bank’s policy signal!

The Riksbank will continue its QE program, though at a slower pace than until
now. (But why buy more at all??)

The inflation forecast was lifted by up to more than 3pp, while the growth
forecast was revised down by 1.2 pp in 2022, and 0.6 pp in '23, though with just
a minor upward revision of the unemployment rate (0.1 — 0.2 pp)

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

2021 2022 2023 2024 2025 Q2*
cpPl 22(2.2) 6.0 (2.9) 5.0 (2.0) 2.8(2.4) 23
CPIF 2.4(2.4) 5.5(2.9) 3.3(1.9) 2.0(2.2) 2.1
GDP 4.8(5.2) 2.8(3.6) 1.4(2.0) 1.4(1.7) 1.5
Unemployment, per cent 8.8 (8.8) 7.6(7.7) 7.4(7.2) 7.4 (7.0) 7.4
Repo rate, per cent 0.0 (0.0) 0.4 (0.0) 1.2(0.0) 1.6 (0.2) 1.8
Note. The assessment in the Monetary Policy Report in February 2022 is shown in brackets.
*Calendar-adjusted GDP growth and seasonally adjusted LFS unemployment in 2025 Q2.
Sources: Statistics Sweden and the Riksbank
2022 Q1 2022 Q2 2023 Q2 2024 Q2 2025 Q2
Repo rate 0.00 (0.00) 0.16 (0.00) 1.18 (0.00) 1.57(0.13) 181 101
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A new path for expected inflation. The war was a convenient excuse?

SEK rate expectations rose sharply last week

Figure 5. CPIF excluding energy Sweden STIBOR FRAs
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Sources: Statistics Sweden and the Riksbank.
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GDP up 1% in March, still down 0.4% in Q1 — but level still OK
No details yet but the hospitality sector very likely recovered sharply in March

Sweden Activity index vs GDP

105.0 -105.0
Q4-19 =100 GDP Indicator, monthly
102.5 F - +102.5
100.0 %AA\ AAN 100.0
3m avg
97.5 - - 975
95.0 - - 95.0
92.5 - - 925
N e e “} 90.0
JJAJ OJAUJ O JAJOUJA
19 20 21 22

SB1 Markets/Macrobond

* GDP was expected down 0.5% in Q1

Sweden production index
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* The outlook remains excellent, according to Swedish companies. THE Kl (NIER) is down from the peak but is still at a very

high level, and the March PMI was the best in the world
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Not that important differences between the Nordics during the pandemic

Denmark has suffered the smallest loss, Norway (probably) the largest — vs pre-pandemic

growth paths
GDP
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* The decline in oil investments has been an extra drag on the Norwegian Mainland GDP (which still was marginally
above the Swedish GDP in Q4 — but aggregated activity in Norway during the pandemic has been marginally lower than
in Sweden, at least until Q4 but will probably stay above after Q1 as well)

* The Nordics have reported the smallest losses among rich, western countries

[K]
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LFS unemployment up in March, from an upward Feb level - still trending down

The unemployment rate rose 0.2 pp to 7.6%, from an 0.1 pp upward revised 7.4% level in Feb

Sweden Unemployment
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Sweden Labour market
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* The ‘open’ registered unemployment rate is at 3.4% - and it is also trending down. The rate is well below the pre-pandemic

level

» Including labour market measures the rate fell 0.1 pp to 7.0% - which is above the level in 2019, but below the level just before the pandemic

hit

* The number of new vacancies fell marginally in March but the no. of unfilled vacancies rose to another ATH
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Employment down in March but both employment & participation rate very high

Labour market activity the highest in decades. Hours worked still below the pre-pandemic level

Sweden Labour Market Participation
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No war angst among Swedish businesses in April either
The confidence index fell just marginally slightly, and is still signalling 5% GDP growth
Sweden Kl business confidence Sweden NIBR (KI) survey vs GDP
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* The composite index fell to 0.8 p to 109.5, expected down to 108,0 — or by 0.1 st.dev, to 0.9 above average. The index signals
a 6% GDP growth rate

* All 4 main sub-sectors are reporting growth far above average. The manufacturing index fell the most in April but remains
very strong, 2.2 st. dev above average!
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Cons. confidence up in April, from a very low level in March

The war in Ukraine has very likely scared the Swedes, like most others in Europe

Sweden Consumer confidence vs retail sales Sweden retail trade vs. house prices
8 Growth % yly Consumer conf. - 20 30.0 {-Change % yly L10.0
7] smoothed St.dev, avg =0 45 Retail trade
\ ' o5 smoothed -
6/ \';\ - 1.0 ~ —s "
*] ) ) 15.0 1 - 5.0
4. ‘ = | - 0.0
\ |
3 | u --0.5 7.5 I
2- \ [ | -1.0 <15 |
. \ ‘ 15 0.0 HH— V — — 0.0
0 wi —-2.0
\ Retail sales 7.5 - -2.5
-1 smoothed --2.5
-2 4 --3.0 -15.0 4 --5.0
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

SB1 Markets/Macrobond SB1 Markets/Macrobond

* Consumer confidence fell almost to the same levels as during the financial crisis (the pandemic was not as though as the
fin. crisis) in March, to 2.3 st.dev below average. In April, the index rose 0.5 pp to -1.8.

* Even if the annual growth rate in retail sales (and house price inflation) have fallen alongside the decline in consumer
confidence, sales have not slowed recent months (check next page)

* If sales should slow, higher inflation & now higher interest rates will probably be more to blame than war angst by itself
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Retail sales flat in March, the trend is flat - but the level is probably still too high

Sales are 7% higher than before the pandemic, some 4% above the pre-pandemic trend

Sweden Retail trade

Sweden Retail sales
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* As for Norway and several other countries: Retail sales are very likely above a long-term trend - but the gap is now

gradually closing!

* Clothing is still down 10% vs. the pre-pandemic level, rather surprising
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Manufacturing production up 0.3% in March, trend just flattish
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.. and the level is 1.3% below the (low) pre pandemic level. Auto production down 21%
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* Production grew by 0.3% in March, expected up 0.5%.
February was initially reported to 0.3%, now reported to
+2%

» Motor vehicle production is still weak and volatile —and down 7%

n March —and it is 21% below the 2019 level

* Overall order inflow has strengthened substantially through
2021, and into 2022 signals a much higher production level

tha

n the present

Motor vehicle production
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Japan Manuf. prod vs orders
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Retail sales up 1.5% in March, as Omicron restrictions were eased

Sales are still 2.5% below a low level ahead of the pandemic

Japan Retail Trade
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Google mobility Time spent outside home
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* Retail sales have been quite closely correlated to mobility (time spent outside home) recent months —and now mobility is

close to normal
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Slower growth in no. of employees, perhaps
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Employment rose by 0.1% in March, following a similar uptick February, revised from a 0.5% decline

Norway Employment
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The February revision of was much larger than normal, and we
to not assume it will be repeated (and there is not bias in the
first estimate vs. the final outcome)

The no. of employees grew at at 1.5% pace past 3 months and
are up 2.3% vs. the Dec-19 level

We do not yet have Q1 data for foreign residents on temporary

employment, but assumes a further increase through the

quarter.

» Thus, employment among residents will grow slower than the total —
and may have flattened in February and March

We expect employment growth to slow due to lack of available

labour, not due to lack of demand

The LFS (‘AKU’ survey) employment data (both employees and
self-employed, with permanent residency in Norway) reported
0.2% growth in Feb (avg Jan — March from avg Dec — Feb), and
by a 3.0% pace over the past 3 months
» LFS employmentis up 3.0% since before the pandemic, and both
participation and employment rates are far above the pre-pandemic
level —and the LFS unemployment rate has ‘collapsed’, now to 3.1%
National Accounts reported a 1.4% growth in total
employment in Q4 (5.5% annualised) — and the level is up 1.4%
vs. Q4-19. These NA data includes foreigners on short-term
stay
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The participation rate has flattened since last summer

No further lift since last summer signals that the reserve is already engaged, no spare capacity left?

Norway Labour market
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The employment rate rose 0.1 pp to 69.3% in Feb

» Ahead of the pandemic the rate was 68.1 — 68.2, and it is up from
the 66.4 through in early 2021 (and from the same level in 2017,
after the ‘oil crisis’). The employment rate is measured in % of the
working age 15 - 74 y population

» The employment rate is the highest since 2842 2009

The participation rate gained 0.1 pp to 71.6% in Feb. This rate
has been flat since early last summer — at the highest level since
2012

These monthly data are volatile but the flattening of the
participation rate since the last summer even if demand for
labour is still increasing may indicate that the easy part of ‘re-
engagement’ is behind us

Working age population growth is 0.4% over the last year (Q4
est), in line with the moderate growth ahead of the pandemic

72 415= T4 years T2
71+ -71
704 Participation fate 70
69 - 69
67 - - 67
66 - 66
65 Employment rate - 65
JMSJMSJIJMSJ
19 20 21 22
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Employees: Just 3 service sectors below the pre-pandemic level

Public sector employment (health/educ.) has fallen recent months. Hotels & rest. sharply up in March

Norway - Payrolls

Norway Employees
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*\Hotel & restaurants -2

Norway Payrolls
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NAV unemployment further down, even if the ‘main’ rate was unch. at 1.9%

Norway unemployment
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Norway unemployment
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* The ‘full time’ open NAV unemployment, which includes furloughed workers, fell by 2’ persons in April (seas. adj) to 54’, marginally above our
forecast. Unadjusted, the rate fell 0.2 pp to 1.9%, as expected (we expected 1.8%). Seas. adj, the rate was unch at 1.9%, 0.3 pp below the pre-
pandemic level — and 0.3 pp above the 2008 trough —and 1 pp below average. The rate is 0.1 pp below NoBa’s estimate in the March MPR

* The number of partially unemployed (not incl . in the ordinary unemployment no.) fell by 5’ to 36’, and including measures, the total
unemployment fell by 8’ to 93’, 7 below the pre-pandemic level. The overall rate fell by 0.3 pp to 3.2%, and there is no decline in the speed of

decline

* The inflow of new job seekers was unch at a record low level in April. The inflow of new vacancies fell marginally but is close to the ATH Feb

* The LFS (AKU) unemployment rate was 3.1% in Feb, unch from a 0.1 pp downward revised level in Jan

[K]
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Down, down, down — whatever measure we apply
Grand total unemployment is now 7’ below the pre-pandemic level

Norway NAV unemployment Norway NAV Unemployment
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Unemployment is declining for all sorts of labour

Norway Unemployment, blue collar Norway unemployment, professionals
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Unemployment (incl. measures) below the pre-pandemic level everywhere

MARKETS

Unempl. is declining in almost the same speed in all regions — and is well below avg everywhere

Norway Unemployment
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New jobless claims at a record low level
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And new vacancies are at a record high level, both signalling a very tight labour market

Norway Labour market balance
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Norway New Vacancies
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* Most sectors have announced more new vacancies, especially in service professions
* Some sectors are slowing down: Construction, engineering and brokers and consultants, still (mostly above the 2019

level
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Can wage inflation climb above 3.7% in 2022/23? Our simple model suggests so
The labour market is tight — and it is probably tightening further

Norway Vacancy rate vs unemployment Norway Wage growth vs the labour market
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A ‘small’ retail sales upward correction — clothing up 28%, sport equipm. 10%

Retail sales rose 3.3%, and total consumption of goods 4.8%. New expect a reversal coming months

Norway Retail Trade Norway Consumption of goods
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* We expected unch sales m/m in March

* Retail sales have been far more volatile than normal during the pandemic, and monthly data have been close to useless. Sales have
been trending down since early 2021, like in many other rich countries, from levels that were miles above pre-pandemic trend
growth paths. After the March surge, sales/total consumption of goods are well above our estimate of the long term trend (which
though is somewhat higher than the anaemic pre-pandemic growth path)

* Some sectors reported unusual sales gains (in volume terms) in March, in spite of the unprecedented decline in consumer
confidence, higher inflation & the 2"d rate hike from Norges Bank. Clothing was suddenly reported 36% above the average 2019

level, and sport quipment as well as household equipment added 10% m/m 19
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Higher consumer (electricity) prices may dampen consumption

Consumption of goods (volume) are negatively correlated to changes in consumption prices

Norway CPI vs consumption * The elasticity for consumption of goods vs. changes in
-3.0 { Deviation from trend i . 5 headline CPU is some -2, probably as consumption of
_2 5 |CPI & consumption leffl in % T p— 4 services normally are more stable than goods —and
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154 L, Norwegian economy (like oil prices down, NOK weaker,
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Clothing/foowear up 28% m/m in March, sports & household equipment +10%

Food consumption flat — still above a normal level

Norway Consumption of goods
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Norway Retail trade
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Norway Retail trade
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Sport equipment: Sales are trending down

... but has recovered back up to the pre-pandemic trend path

Norway Sales of sport equipment
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Since before the pandemic: Still huge sectoral differences in sale volumes

— net sales & home refurnishing at the top. The losers were mainly losers before the pandemic too

Norway Retail Sales Retail sales
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Retail sales value vs. volume — and what’s between

Retail prices have been increasing at a 4% pace since 2019, in sum by 11%

Retail sales - value vs volume

Norway Retail prices

1257\ alue, 2019 = 100 Value 125
= H o,

120 ) @ Change in % from 2019 average I5 9 5I 1|01|52|02|53|03|54|0
Automotive Fuel | 37
115 1 - 115 Hardware, Paints & Glass I 36
110 - 4_ ﬁ Carpets, Rugs, Wall & Floor Coverings ] 34
Furniture, Lighting & other househ art. | 25
105 - - 105 Textiles | 23
100 - A 100 Books ] 19
Flowers, Plants, Seeds, Fertilisers, Pets [ ] 18
95 4 - 95 Newspapers & Stationery [ 14
90 - 90 Watches & Jewellery I 13
Food, Bev & Tob in Specialised Stores | 13
85 1 - 85 Games & Toys _—— 1
] ) Music & Video Recordings || 9
110 4 Retail trade 4% trend SCEE Internet sale [ 9
105 1. Price index ey C Groceries [ 8
100 - 2019.=100 - ~100 Computers, Peripheral Units & Softw, [ | 8
: - Electrical Household Appliances | 7
95 :/Mv C 95 Information & Communication Eq. [ | 6
90 - ‘ ‘ ‘ ‘ ‘ T 90 Telecommunications Equipment | 6
14 15 16 17 18 19 20 21 22 Dispensing Chemist L 5
SB1 Markets/Macrobond Cultural & Recreation Goods | 5
Sporting Equipment | 4
Audio & Video Equipment [ | 3
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* Huge differences is price changes: clohing L =
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» Floor coverings, hardware (building materials) are up 34 — 37%,

furniture 25%

» At the bottom of the list: Sport equipment is up just 4% and

clothing is down 3%!
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More hotel guest nights in March - and April will be even better

Recreational demand close to a normal level — even if foreign guest nights still below the pre-p. level

Norway Hotel guest nights
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Norway Hotel guest nights
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15.0 A -15.0
Holiday, Recrpation
12.5+ F 13.'0
10.0 A ~10.0
7.5 7.7
5.0+ - 5.0
2.5 23
Conference
OO T T T T T T T 0-0
15 16 17 18 19 20 21 22

* Total number of guest nights is down less than 10% vs the 2019 level

SB1 Markets/Macrobond

128



K]
Norway SpareBank o
MARKETS

Capacity up, utilisation down 15%. Prices +20%, and total revenue >2019 level

Norway Hotel Capacity

275 | Mill per month Roomme available C275 Norway Hotel Revenues
2.25 -2.25 1300 71 'NOK revenue/available roo i 1300
1_75: :1_75 1100 - Seas. adj
1 R Id i - A
125 ooms so [ 495 900 i L 900
0.75- 075 700 - 700
0.25- -0.25 500 7 /
60 1 Rooms sold/available, % 60 300 A - 300
50 1 =50 100 - evPAR - 100
407 - 40
30 - 30 1.75 1 Total revenue -1.75
20 L T T T T T T T T T T T T T T T T T T T I 20 1 50 | NOK bn, per n% _\{l 44
86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 1.25 4 A L 125
SB1 Markets/Macrobond 1 00 i L 1 -00
Norway Hotel capacity/revenues 0.75 ~ -0.75
65 1 Smoothed, s.a Sold rooms - 1350 0.50 - L 0.50
lavailable rooms, % L 1300 0.25 - -0.25
| 1250 0.00 0.00
JAJOJAJOJAJOJAJOJA
r 1200 18 19 20 21 22
SB1 Markets/Macrobond
401 \ 1095 * Capacity utilisation (room sold vs. rooms available) was 47.5%
- 1050 in March, down 15% from the 2019 level
35 - | .
1000 * Revenue per sold room is up 20% y/y, and more than 10%
301 L - 950 above the 2019 leve
25 - - 900 .

RevPAR (revenue pre available room) is marginally lower than
in 2019, in nominal terms (and significantly down in real terms,
or deflated by the wage level)

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
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Consumer confidence up in April but still -3.1 st.dev below average!

... which is the second weakest print ever

Norway Consumer Confidence
2 L2 * The decline in CCI from Opinion in March was the

St.dev, avg=0 (from 2007
aR ¢ ) largest one month drop ever, to the lowest lever ever —

as. adj -
14 L1 rather dramatic
» The war in Ukraine was the only news since the previous
0 i . N\ L0 survey was conducted that could explain the unprecedented
drop in confidence
- L1 » Fear of higher inflation — also present before the invasion —
may also have explained some the drop — and the level was
5 ) well below average in both Dec, Jan & Feb, very likely due to
< - the steep rise in electricity prices

» Norges Bank’s rate hike in March and the lift in the interest

-31 -3 rate path were announced after the March survey was
conducted

41 Finance Norway -4 * In April, the CCl rose 0.9 st.dev to -3.1 below average,

; . still an extreme data point of course

* Will consumption follow suit? In March, retail sales
rose 3.3% and house prices rose sharply. Thus, in
March, no close correlation ©

07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
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NBBL Housing Market Survey: Sentiment at an average level in April

Interest rates are a drag, the labour market is OK. Price expectations have slowed, but are not weak

Norway NBBL Housing market survey

1 St.dev, avg =0
Above zero: Up, better
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Norway NBBL Housing market survey
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* The share of households expecting higher interest rates have increased gradually —and is now almost at 90%, at the

highest level ever

* The assessment of the labour market is still positive (and climbed in April)
* An average no. of households expect house prices to increase, the weakest print since August 2022

We have adjusted the assessment of the labour market in August 2019, and reweighted the index to take different amplitudes for the 3 sub-indices into account.
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Domestic credit growth (C2) growth 0,2 pp higher than we expected

.. Even if household debt growth was lower: Businesses and local governments increased their debt more

Norway Domestic credit Norway Domestic credit

507¢2 growth bn m/m - 50 40765 growth bn m/m r40
40 - 35 - -35
30 30 - - 30
25 - <26
20+ 20 - -20
10 15 -15
0 10 h B 10
10 ] ‘ | ‘ | } [ .
) 0 0
25 1. Growth % yly 25 8.5 {Growth rates 8.5
20 - L 20 75 1% annualised i 75
191 T 6.5 - -6.5

10 - -10 . -

9.5 1 ©3m 5.2
5 - <5.0) ] c
0 0 451 12m 5.0

-5+ - -5 3.5+ -3.5

86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 10 11 12 13 14 15 16 17 18 19 20 21 22
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* Total domestic debt (C2) rose by NOK 26 bn in Marc, up from 24 bn in Feb. Feb was revised up 3 bn, and Jan was revised up by 6 bn. The annual
growth rate was unch at 5.0%, though up form prev. reported 4.8% in Feb. The 3m/3m growth rate is at 5%. We are not witnessing any credit
boom. However, debt levels are high, especially for the household sector

* Household credit rose by NOK 10 bn in Feb, we expected NOK 16 bn. The annual rate rose to was unch at 4.9% (revised down from 5%)

» Corporate C2 credit, rose by NOK 12 bn, 6 bn more than in Feb (even after Feb was revised up to +5 bn, from 1 bn), and 5 bn more than we
expected. The February annual growth rate was revised up by 0.8 pp to 4.8%, and rose further to 5.0% in March, far above our f’cast. Mainland
corporations increased their debt by 6.6% y/y, up from 6% in Feb (revised up from 5.4%)

* Local governments added NOK 4 bn to their debt burden in March. The annual growth rate still to 5.0% from 5.9%. Last summer the rate was 8%32
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Corporate credit growth is accelerating, the slowdown was revised away

However: Growth in household is now slowing, the underlying growth rate at 4%

Norway Household debt

Norway Corporate credit growth

1 Growth yly, r 10 1Domestic sources, C2 ainlgnd corp. sector 10
8 - 3 % -8 9 -Change % yly -9
7 7 8 -w. NoBa f'casts L 8
- L 7 - -
5 : : 5 = //‘ | 5
i %K 4 \N\‘ ‘/V\\ \M/ L 2
‘] 4 3- N -3
1 ™ Corp. sector jnc
3 - -3 2 oil-&shipping -2
251 Change m/m, bn 25 257 Change er/m, bn 25
20 - -20 20 + -20
15 -15 15+ -15
5+ - 5 5 - 5
) H ! | ‘ ‘ } ‘ ‘ ) . Hnm”.. H”\II‘I.II l'.u‘lll ||H || “l H ||H il W ‘l I “ 1l H | .
-5+ - -5 -5+ | | - -5
12 13 14 15 16 17 18 19 20 21 22 23 24 25 12 13 14 15 16 17 18 19 20 21 22 23 24

SB1 Markets/Macrobond
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* Household credit growth has been slowing marginally recent months and the monthly growth in March was the lowest in
2 years — and growth may be slowing vs. NoBa’s stable growth outlook may be too optimistic?

* Monthly growth in corporate domestic credit is volatile, and from time to time, substantially revised. Following this
months’s revision growth is keeping well up, at above 6%. Norges Bank expects growth to slow (and the bank has done so
as long as we can remember, but the current forecast is less dovish than usual)
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Mainland corporates are increasing total debt (including foreign credit) by 4.5%

... but by 5.4% from domestic sources (in C2)

Norway Mainland (ex oil/shipping) corp credit Norway Credit growth, Oil & Shipping
30 1 change % yly - 30 70+ Change % yly r 70
25 - Included credit o5 601 - 60
from abroad (C3) 50 - t - 50
20 - 20 40 - \ - 40
A 4 Total (C3 L
15 15 30 | q otal (C3) 30
20 - ’ - 20
ol W, Ao A I
] \ : ol YAy fala AU ) 1IN PRYe AN |
° \ \\ﬂa “». J g v& \J‘_ 25
\f ‘ -10 - 1 \fL --10
0 - 0
201 F21.4
-5 - - -5 -30 - --30
98 00 02 04 06 08 10 12 14 16 18 20 22 96 98 00 02 04 06 08 10 12 14 16 18 20 22
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* Domestic credit supply to Mainland businesses has accelerated faster than their total debt, including credit from
foreign sources

* Oil and shipping companies have been moving the opposite way, borrowing more abroad, paying down debt in
Norway. The sum is down 2.5%, even if domestic debt is down 21% (via transactions)
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Bond borrowing has peaked, steady growth in bank lending slightly up

Banks (including their mortgage institutions) loans are totally dominating the domestic credit market

Norway Credit growth - sources

Norway Credit growth - sources 20| Ghanget: vy 20
400 4 Change bn, yly -400 15 - L 15
350 - - 350 104 P
Y : :
ortgage
300 + B :I:)/Iooortgage 5 -A‘ ~banks 5.2
'j’State banks 4.6
250 - -%+banks 266 0 ~Finance comp. 2.0
200 - - 200 5]
150 - =150 104 L 10
15
100 A ' 100 SB1 Markets/Macrobond
®
~State banks 18
ﬁFinancecomp.4 50 - Change bn, m/m
40 - 40
T T T T T T T T T ] -50 30 7 30
o6 08 10 12 14 16 18 20 22 20 - ~ _<Banks/mortg. comp 22|
SB1 Markets/Macrobond
10 /Bonds+cert. 2
J
*+ Net issuance of bonds (to non-financial sector) is up NOK 34 bn o =48 Qﬁfr?;if:zzini 5
(8%) y/y, unusual high growth rates but well down from the 10 - [Other sources -3
peak (75%, 19%) 204 L 20
* Banks/mortgage companies are up NOK 266 bn (5.2%) y/y -30 - --30
o Fi ; ‘ ’ ; ; JMSJMSJMSJIJMSJIMSJIMSJIM
Finance companies and ‘others’ have reduced their lending ‘6 i 18 1o 20 21 9
» Both insurance/pension funds as well as Statens Lanekasse, $B1 Markets/Macrobond
Eksportkreditt are included in our residual ‘others’, but just the The seasonally adjusted ‘sum of the parts’ credit supply do not exactly equal
sum of SL & Eksportkreditt is down changes in the total C2 seasonally adjusted. Consumer banks are included in

‘banks and mortgage companies’ 135



Household debt/income: We are no. 1! But the debt ratio has flattended

Household debt

350 -

300 -

250 -

200 ~
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Japan
RGermany

ﬁUSA

\Spain

0

* Norwegians households’ debt steady been growing faster than income but just marginally since early 2018
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Norway Credit vs. GDP
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» Debt/income ratios in many countries have been influenced policy measures vs. households during the pandemic

* Changes in credit growth (the 2" derivative) is usually correlated to economic growth, and asset markets — including
growth (1%t derivative) in house prices

» A slow retreat in the debt ratio will probably be healthy in the long run, and if it is gradual, it will not be too painful - even not for the

housing market

[
1

25
20
15

10

-5

--10

» If credit growth slows less than 1 pp per year, that is — say from a 5% growth rate to 4% next year, and then down to 3% etc, house prices

should just flatten
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The private sector has mostly been deleveraging since the Financial crisis
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... and credit growth has been moderate during the pandemic, at least most places

EU Private sector credit
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DM Private sector credit
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* But not everywhere: Not in Norway, Sweden (+Canada & Australia, of course). The French have been accumulating debt

as

well.

* Rather interesting: Debt ratios in Germany and Japan have turned up recently —and the Americans are borrowing more
again
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Highlights
The world around us

The Norwegian economy

Market charts & comments
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Equity Indices
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Oil vs. metals

[K]

SpareBanko
DM equity markets down, metals down but oil up. Mixed bond yields
The USD up, NOK down even if the oil price rose. EUR & CNY down too. And even the SEK, even if the Rix surp.
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The big picture: Stock markets down (-OSEBX, FTSE), bond yields straight up
Commodities have taken a big step upwards, until early March. NOK, USD trend up; EUR, JPY down

Equity Indices
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Oil vs. metals
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Most commodity prices down, even European gas prices

Russia will not deliver gas to Poland & Bulgaria before they pay in roubles

Commodity prices
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The very short end of the oil price curve up last week but trends down

Longer dated contracts fell further last week — some angst for lower demand/a recession?

Brent oil, spot & Dec contracts
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The European energy market not scared even if Russia shut down gas exports to Poland, Bulg.

European energy prices have been drifting downwards since early March (but not Norw. el. prices)

Electricity prices Norway vs Germany Electricity, 3rd month future
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Food prices down last week — still up from before the invasion

No end of the war in sight: how much wheat, sunflower + fertilisers will get out of Russia/Ukraine?

Food/wheat prices
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Credit spreads on the way up again, risk off, as at equity markets
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The 10 y gov bond down 1 bps to 2.90%! The S&P500 down 3.3%, in total 13.9%

Expected earnings growth is still impressive — at a >20% pace! For how long can that last??

USA S&P 500 vs. bond yields
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USA S&P 500 vs. bond yields
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US inflation expectations down, as the 10 y TIPS real rate turned positive!

German inflation exp. >3%, real rates down!

Real yields, break-even inflation
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Ukraine, down from -0.42%. Now it finally crossed the zero line

US & Germany 10 y Gov bond yield and closed at Friday at +0.01 bps

Yield Change Change Since Min since

1w 1m  Feb 18 April-20 * The 10y inflation expectations are now almost 20 bps higher in
USA nominal treasury 2.89 -0.01 048 097 0.52 Germany than in the US as Germany climbed to 3.06%, and US
.. break-even inflation 2.88 -0.10 0.02 047 1.06 expectations fell 10 bs to 2.88
ol el e O D0 046 0.50 ~ -1.19 * Real rates in Germany are extremely low, at -2.16%. The spread
Germany nominalbund 090  -0.05 026 068  -0.65 to the US 10 y real yield is close to record high
.. break-even inflation 3.06 0.02 0.29 1.08 0.40
.. real rate -2.16 -0.07 -0.03 -0.40 -2.80
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US real rates crossed the zero line. But that is still a rather low level

... If the economy does not run into serious problems

USA TIPS Real yields, break-even inflation USA Growth vs 10 y real rate (TIPS)
5110 y treasury yields -9 91 o 9
Holston-Laubach-Williams, NY Fed 8
Break-even inflation | L7

expectations

________________________________________ L= - 6
-5
L 2 L4
-1 -3
27 10y gov 2
0 #0.01 1- =10 y.infl. expect L

Real ra&e (TIPS 10 y)

0 0
-1 - -1
N VoW

Real rate,
Py Lo 2 TIPS 10y --2
98 00 02 04 06 08 10 12 14 16 18 20 22 65 70 75 80 85 90 95 00 05 10 15 20
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* If the economy is not really weak, we think central banks will tighten monetary policy by hiking rates, selling bonds in order
to bring real rates further up to inflation under control by slowing the economy to below trend growth

» Profit margins are exposed

» Demand for labour will slow too, and unemployment will increase — in order to get wage inflation down
* The big question: Are other markets discounting this scenario
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Dec-22 FRAs mostly up, Dec-23 mostly down. Both the SEK FRASs rose

The SEK Dec-FRA gained 21 bps, as the Riksbank entered the battle more forcefully than expected

Dec 22 3m FRA IBOR rates
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Dec 23 3m FRA IBOR rates
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* This is the largest and most ‘co-ordinated’ (anticipated) change in monetary policy we have ever seen in modern times

[K]

150



The Fed funds rate up 2 x 50 bps or 50 + 75 bps in May & June

Fed funds future
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Fed funds future, June 2022 probabilites
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February

* Is the market going bananas? Well, the Fed has recognised that it is
far behind the curve, and a 1.43 — 1.50 Fed fund rate is expected by
the June meeting, from the current 0.33%. (We think the CME’s 94%
probabilities for 5 hikes, 6% for 6 hikes are too high)

* By the end of 2022, a 2.75% rate is discounted (5 — 6 more hikes in
H2), and then monetary may have become marginally contractive, vs
Fed’s 2.4% estimated neutral rate

A=meal)

L 1NN
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USA Fed funds rate (OIS)

FOMC Effective Fed funds rate

meetings-0|.50.|0 0]5 1.|0 1.|5 2'.0 2.|5 3.|0

Now au 0.33 0.00
May 4 . 0.84 0.00
June 15 I 1.43 0.01
July 27 > ] 1.93 0.02
Sept 21 e ] 2.34 0.04
Nov 2 L] 2.63 0.06
Dec 14 s 2.84 0.04

M Last ® Change last week
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Mostly up, last week too

2 y swap rates 300 Change from Oct 1, bps + J/usD 263
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- 3.5 \GBP 176
JUSD 3.02 \'SEK 173
<CAD 302 n\Trad. part 158
: lEUR 139
¥ <AUD 2.76 | 'NOK 125
* B=NOK 2.58 FIIPY 10
' N\GBP 2.48 L+ -50
oy 2N
<SEK 1.85 |
J[ii<Trad. part 1.48
~EUR0.96 | 2 y swap rates
Change in bps
-k 0.5 -2|0 -1|0 (? 1|0 2|0 3|0 4|0 5|0 6|0 last w
AUD | ([ 20
<:JPY 0.1 ‘ NzD — ° 19
viv SEK — L] 17
NOK o 7
Trad. part | ( 3
--0.5 ESR > [ ° 3
usD " ) 3
1.0 JPY ° 0
— — —_— : GBP - ° -9
JOJAJOJAJOJAJOUJA ad [ LS U —
18 19 20 21 29 -20-10 0 10 20 30 40 50 60

W Last week ® Last month|

SB1 Markets/Macrobond SB1 Markets/Macrobond

152



K]
SpareBank €

MARKETS

10y USD still at the top, the 10 y NOK is de-throned

Bank of Japan did not loosen its Yield Curve Control, and rates fell. But swaps are at 0.45 bps

10 y swap rates

4 L/

10 y Swap rates 25 Change from Jan 31-20, pp %
7 A . 7 ’m
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Unusually mixed last week: The short and the long end up most places
A 25 bp lift in the 1y SEK confirms that the Riksbank was more hawkish than expected

Swap Rates, changes last month Swap Rates, changes last week
70 -70 25+ - 25
bps bps
60 - 60 20 A - 20
15+ - 15
50 A -50 104 10

40 - - 40 5 II I I I - 5

30 - - 30 01 0
-5+ - 5
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0 0 10 - 10

10 -10 -15 4 --15

uUsD GBP EUR SEK NOK uUsSD GBP EUR SEK NOK
1y m1yly fwd m3y2y fwd m5y5y fwd m10y 1y 1yly fwd =3y2y fwd m5y5yfwd =10y
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Rates slightly up over most of the curve — but down at the middle

NIBOR, NOK swap rates NOK Swap rates
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Norway - yield spread, 10y - 2y swap NOK Implied swap forwards
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Spreads more or less stabilised last week, following the collapse past 3 weeks

Spreads are approaching average levels as rates have surges abroad

Norway vs trading partners, impl swap spreads
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* Spreads down almost entirely due to higher rates above,
with just minor contribution from lower rates in Norway
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Norway vs trading partners, 5y 5y fwd spread
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The 3m NIBOR up 6 bps to 1.27%, the NIBOR spread up 4 bps to 41 bps
The USD LIBOR-OIS spread flattened at 15 bps, a normal level

Norway, NIBOR rates Money market friction
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* Both the US and the NOK money market spread has narrowed by 0 — 25 bps the last 4 weeks
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FRAs up, alongside the 3 m NIBOR. A higher NIBOR spread at least partly to blame

Norway 3m FRA Norges Bank Signal rate forecast vs market
35 -3.5 3.00 - - 3.00
FRAs -35 b
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* The June 3 m FRA rose 8 bps to 1.46% last week, and the Sep contract added 11 bps to 1.86% (and Dec 9 bps to 2.35%)

» If NoBa hikes to 1% from the present 0.75% at June 23 (and no hike in August), the average deposit rate in the duration of the June 3 m
FRA contract will be 0.98%

= A 100% probability for a 25 bp hike if the assumed Q3 NIBOR spread is 48 bps. We doubt the spread is assumed to be that high. A 50 bps cannot
be ruled out

= However, as the Sept 3 m FRA at 1.86% is 40 bps above the June contract, a hike in both August and September is also an alternative
* The FRA market now discounts a 1.75% (40%) or a 2.00% (60%) signal rate in Q4 (assuming a 40 bps NIBOR spread)
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The NOK & the EUR the last weeks big losers, even if EUR short term rates rose
The CNY fell further too. The JPY fell further but not much even if the Bank of Jap. was rather dovish

EURUSD NOK vs EUR & USD
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F/x markets

Exchange rates

JP Morgan f/x % change Last Last
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NOK down 1.9%, for no good reason — except for risk off at the equity market

Our model suggested a 0.5% appreciation as the oil price recovered

NOK vs main drivers NOK vs main drivers
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The status vs. the normal drivers — NOK the only loser: An argument for

* The NOK -1.9% - and the NOK 2% below our main model estimate (from +0.5%)

* The NOK is 5.5% weaker than our AUD/CAD/SEK-model, our ‘super-cycle peers’, predicts (from 3%)

* NOK s 3 % stronger than a model which includes global energy companies equity prices (vs the global stock market) (from 5)

At this and the following pages we have swapped Norges Bank’s 144 index for JP Morgan’s broad NOK index and rebased it to the current index value for the 144. The 144 has an earlier closing time than the ‘official’ closing
time for f/x crosses. There are no substantial difference between these two indices over time
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The NOK suddenly lost 2.5% vs. our model. Which happens from time to time

NOK exchange rate model NOK exchange rate model
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Oil up, NOK down
Oil & NOK have not been closely correlated so far in 2022

NOK vs the oil price NOK vs the Oil Price
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The NOK suddenly lost 2% vs. the AUD

AUD vs NOK f/x
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The two f/x indices are back to the 2011 ‘parity’ (vs each other, from which they never since have deviated much)
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The Russian rouble defies gravity (or real trading?)

Other EM currencies more up than down last week, but the CNY fell further

EM Exchange rates EM Exchange rates !
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