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Lastweek, part |

A The War/Sanctions

» No end in sight for the war. Both parties want to strengthen their position on the ground before real peace negotiattanis to s
» EUfinally decided to stop buying Russian oil, at least seaborn

» Mixed commodity pricesmetals up, oil prices close tmch Wheat prices sharply down as the UN and Russia discuss exports of Russian
grains, fertilisers

A The virus

» Lockdownsare gradually eased in most Chinese cities, and now evBaijimg,and economic activity should recovetowever, as it is
unlikely that the Omicron virus is totally eradicated, it will no doubt hit back when social distancing is removed. Ataldehthen?
Just after Shanghai was reopened, new community cases were reported. The strategy does not seem viable, at least not from an
economic point of view

A May PMIs/ISMs

» The global PMtose marginally in May, by 0.3 p to 51.5, signalling global GDP growth below trend, at some 2.5%. Following two month:
of steep decline, the Chinese (and Russian) PMIs recovered ig sy than expected but sufficiently to lift the global PMIthe rich
part of the world, the PMI fell 1.8 p, mostly due to weaker US indices, but the EMU PMI fell too. Delivery times fethoespsapd the
price indices moderated marginally. Still, price pressures are unusually elevated, of course

A Auto sales

» USsales fell sharply in May, to 25% below the 2019 level, vidMé) sales rose slightly still down 37%! Russian sales fell further, and
are down 79% vs 2019! Salether EMs which so far have reported, are ugorwegian salesvere stable in May, at 6% below average
sales in 2019. On bright sp@erman auto productiomecovered in May, back up to the 2019 level!
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Lastweek, part I

A USA

»

»

»

Employmentgrew more than expected in May buhemploymentwas unchanged at 3.6%, anége inflationhas moderated the
recent months, and was lower than expected in May. The patrticipation rate recovered half of the June loss. However, vacecezs
at very high level in April (JOLTS), and in the SME survey more companies reported problems filling open positiorgantdetttee
highest share ever measured, and they plan both to hire and lift wages at an unusual pace. New jobless claims felf fuedker2a
row, also confirming a tight labour market

House pricesose sharply in March (Fetyprilavg, according to Case/Shiller, at a 30% pace, tHenRjhest ever, and the annual growth
rate accelerated to 21%, the highest ever

Onthe otherhandCS R Q& . $epdit& som2 foft spots in the US economy, due to lower real incomes, higher interest rates. Some
are reporting flatting or lower wage inflation. The overall picture is still growth above trend and lack of labour

A EMU

»

»

»

»

Headline inflationadded 0.6 pp to 8.1%, 0.4 pp more than expected as prices rose 0.8% m/m. Energy and food prices rose further. In
addition, core prices rose 0.4% m/m and the annual rate accelerated 0.3 pp to 3.8%, also above expectations. Inflaideniadyro

SYSYy AF¥ SYSNHé |yR F22R LINAMOSa auAfft SELIXIAY U0UKS ftA2yQa ackKl!
Unemploymenthas stabilised at 6.8%, the lowest level since 1981

EU surveysonfirm the PMIs, growth remains above trend, even if manufacturing activity has slowed somewhat
Comments fronECB board membeidsf 42 O2y GNAO6dziSR | Yl aaA@S tAFTH Ay AyaGSNBai
the agenda here too?

A Norway

»

»

»

»

NAV unemploymenfell more than expected in May, to 1.7% (seadj), from downward revised 1.8% in April. Unemployment 0.3 pp
lower than NoBa assumed in March, belbv2 . troQgh estimate for this cycle (assumed in early 2023), and not far above the lowest
since 1987, just before the banking crisis started. BTW, in the rich part of the world, the unemployment rate is theihoe/dG81

House pricegontinued upwards in May, up by 0.7%. The price level is 1.4% higher than NoBa forecasted in June. Higher interest rates
have so far not scared home buyerand a record low consumer confidence is not relevant for the house market, of course

Credit growthin slowly slowing, at least for households (and local governments), which is not consistent with higher house prices

A weaker NOK, higher CPI & house price inflation, lower unemployment than assumed in March are good arguments for flaBa for li

the interest rates path somewhat at the June meeting. A hike in June (still a 25 bps), and then another in August aeoh beSapd A
5SOSYOSNE A& Y29 2dzNJ 6Sau F2NBOlFrauod ¢KS YINJSuU Aa SOSofa Y2 NB
sudden stop at the housing market 4



K]
SpareBank o

MARKETS

The @lendar. US & NO CPIs, China trade, ECB

Time [Count| Indicator [Period| Forecast  Prior]
Tuesday June 7
08:0JGE |Factory Orders MoM Apr 0.3% -4.7%
10:3qUK  |Services PMI May F 51.8 51.8
14:3JUS |Trade Balance Apr -$89.5h -$109.8K
Wednesday June 8
08:00NO |Manufacturing prod SA MoM  |Apr 1.29% -3.99
08:00GE |Industrial Production SA MoM |Apr 1.2% -3.99
11:0JEU |OECD Economic Outlook
11:.0JEU |GDP SA QoQ, more details 1QF 0.3% 0.3%
Thursday June 9
CN |Trade Balance May $57.79n $51.124
CN |Exports YoY May 8.0% 3.9%
CN |Imports YoY May 2.59% 0.0%
08:00SW |GDP Indicator SA MoM Apr |- 1.09%
13:45EU |ECB Deposit Facility Rate Jun-09 -0.50% -0.509
14:3qUS [Initial Jobless Claims Jun-04 210K 200K
18:0qUS |Household Change in Net WorthQ --| $5297h
Friday June 10
03:3JCN |PPI YoY May 6.5% 8.0%
03:3JCN |CPI YoY May 2.2% 2.19%
08:0JNO |CPI YoY May |5.6% (5.6 5.4%
08:00NO |CPI Underlying YoY May | 3.1%(2.9 2.6%
08:0JNO |SSB Economic trends - f'casts
14:3qUS [|CPI YoY May 8.2% 8.3%
14:3QUS |CPI Ex Food and Energy MoM |May 0.5% 0.6%
14:3QUS |CPI Ex Food and Energy YoY |May 5.9% 6.2%
16:0QUS |U. of Mich. Sentiment Jun P 58.8 58.4
20:0JUS |Monthly Budget Statement May $308.2H
During the week
CN |Aggregate Financing CNY May 1975.0 910.20
CN |New Yuan Loans CNY May 1211.5h 645.4b

A China
» CPlhas accelerated but inflation is still lopand the core even lower. May

credit data may also be published. In April, bank lending slowed sharply, we
assume due to the lockdowns that dampened

» Bothexports and importsell sharply in March but more or less stabilised in

April. Many factories and harbours were closed in May too but we assume
trade volumes rose somewhat

» May credit datamay be published too. In April, bank lending slowed sharply
A USA
» CPImay have peaked but inflation is still far above acceptable levels. Core

inflation is at 6.2%, and is expected up 0.5% m/m in May. Both the core rate
and out simple energy driven CPI model suggest that it is not possible to ble
the energy shock for more than parts of the hike in headline inflation, directl
and indirectly. There are of course supply side challenges but those are part
result of strong growth in demand for goods. A rapid acceleration in wage
inflation also contributes to the lift in overall inflation.

A EMU
» ECBwill very likely confirm that the ECB will not increase its holdings of bonc

under the APP program from July, paving the way for the well signalled hike
the policy rate at the July meeting and then further in September, bringing th
repo rate up to zero (some ECB board members have even advocated the n
for 50 bps hikes). As inflation is 8% and the unemployment rate is the lowes
since 1981, these moves do not seem overly hawkish

A Norway
» Core CPI inflationvill very likely accelerate furtheyeven without a very high

m/m change in prices, as prices were flat m/m in May last year. Anyway, the
core CPI has accelerated, and rather broadly.Rdslline CP$should not climb
that much, as electricity prices fell slightly, at least partly compensating for a
14-something per cent lift in gasoline prices, up to the highest level ever

Sources: Bloomberg. SB1M est. in brackets. Key data are highligtgethost important in bold 5
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Global activity fell in March/April due to the Chinese lockdowns
Global industrial production fell some 2% due to the 7% setback in China

Global Retail sales, industrial prod. & trade Retail sales
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Global trade: The last months are estimates from the Kiel Institute, they are also making a prognoses for the next mdruh $lzipping activity etc.
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Retail sales has slowed since January, mostly due to China
| 26 SOSNE 020K 20KSNJ 9aada YR Y2aid NAROK O2dz

Retail sales volume Manufacturing Production
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SB1 Markets/Macrobond

A Manufacturing productionfell in April due to the steep decline in China

A Manufacturing productionhas been hampered by a deep decline in auto productidre manufacturing PMIs are down
from the peak but are still signalling growth but not above trend

» China reported a sharp drap production in April, which will the global aggregate down (but too few others have so far reported)
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Global airline traffic has flattened, in a normally strong season
Geopolitics? Trouble in China? Western Europe & the 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 0.7% (2.%#tnualised from 1.4% (5.7%) in Q4
US explains most of the slowdown. GDP is still below thgoanelemic growth path, by some 2%

GDP GDP
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Global economy

Inflation still the main challenge most places
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Energy prices the main culprit, but core inflatioas turned up most places

Core CPI Inflation
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The global PMI slightly up in May, thanks to China. DM down 1.8 p to 53.7
The global index gained 0.3 p to 51.5, signalling below trend growth in GDP at some 2.5%

Global PMI vs growth Global PMI vs growth
62 - -9 60 - 7.0
GDP g/q, a.r
l - 8 ] -6.5
60 GDP q/q I 59 —>
58 - annualised 58 1 6.0
—_— L6 57 - -5.5
56 - -5 56 4 \ -5.0
54_ A\ B 4 55_ ’« : '45
52 - W Tj 54 - / \_ JAA 4.0
i ‘ -35
50 - 53 - \ /\—/
1 52_/ | 30
48 - 0 \' | 515
__1 51 7
46 - \ 2.0
L2 50 — 15
44 - 5 49 :
42 48 1.0
4 1 0.5
40 - --5 47 0.0
98 00 02 04 06 08 10 12 14 16 18 20 22 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond SB1 Markets/Macrobond

A Both manufacturing and services contributed to the uptick in the global composite

11
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EM x China was close to unchanged at a low level of 50.2. DM down 1.8 p to 53.7, still above

Global PMI Composite PMI
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Both input and output prices rose at a slower pace in May, but just marginally

PMI Manufacturing Output prices
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A Output prices in Germany, UK and Euro Area are still rising atfli@stest pace ever
A Output prices still rose at a faster pace in Asia x China & Japan

SB1 Markets/Macrobond
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Services input prices rose further, the other price indices fell

All price indices remain at very high levels
Gobal Manufacturing PMI Prices
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Both PMI data sets recovered in May but are just signalling very slow growth
The composite average rose 5.3 p but it is still at 45.4, following the 4+6 p drops in March/Apr

China Composite PMlIs China PMI vs GDP
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A.20K GKS_b. {k/ C[t I pdeinMayAfdidwifigthelrdgltl dedligea in Maach and April. Both recovefed,5

thS W2 ¥ T)\O)\I'fQ b.{ &dz2NBSe& gl a dzLJ Y2NB GKIy SELISOISRZ G(KS
sector

»alNJAGQa talL G nuon aGAtf aradaylrta | O02y iNI Ol A 2 yilupick i ecorirBic actiGtit A G A G &

A The PMls confirm that the lockdowns have hurt the economy badly, but as they have been less rigorous than in 2020 (on
average, for the whole country), the economic impact is less than during the first lockdowns. Restrictions are now eased most
places, and the economy will very likely grow in June. However, the Omicron variant is very likely not eradicated, ldmid it wil
back if the population lacks immunitywhich is the case in China

15
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The manufacturing ISM surprised on the upside in May, but it is trending dow
The total index gained 0.7 p to 56.1, better than expected and far better than reg. surveys sig!

USA Manufacturing ISM USA PMI/ISM Manufacturing
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ThelSM manufacturing index is trending down but is not yet at low level. However, at the current speed of decline, we are lse@n t
A Last month, 15 of 18 manufacturing sectors reported growth (down from 17 the prev. month), just 1 sector report a dedituegfuas the prev. month
» Thenewordersh Y RSE NRB&S mdo LI (i2 pp® Ly al NJAGQE c¢sillafathérKighleyebg 2NRSNJ O2YLRySyd FStf €
A 40 commodities sawrice increase¢from 36, at the peak 56 commaodities). Aluminium, steel, petrochemical products prices were lower
A 18 commodities were reported ishort supply,as in the previous month (and far below the peak at 50 commaodities a few months ago)

A Companiesare reporting mixed supply chain issugsome are reporting easing, but most of them are not. No report of lack of labour. Benwemments on
easing demand

16
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When the ISM turns south, growth in expected earnings always joins
At 56, decent earnings growth is normally assumed. But not at 50

USA ISM vs. EPS expectations USA ISM vs. EPS expectations
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Services ISM further down but still somewhat above average at 55.9

al NJ AdQa

75

70

65

60

55

50 —

45

40

35

USA PMI/ISM Services

K]
SpareBank o

MARKETS

a SiiEdd@\va to. The drand\8IASHtotal at 54.0, signals 2 % GDP grov

>
-
?

75
-70
- 65
- 60

50

Markit's services

-45

-40

- 35

07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond

70

65 -

60 -

55 1

50 A

45 -

40 -

35

m i GDP|| 0
—> 1.5

USA PMI/ISM vs GDP

07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond

A The ISM services inddast 1.2 p to 55.9 in May, expected down to 56.3. The level is well below theerging spikes but
dS | SN 35S ¢KS [ OUAGAUe AYRSEZ @K
aSOuz2NJtalL O06KAOK Aa UKS FOUAQGAUE A

A¢KS Ay Lz

aunatt

a2YSoKIL U ko

al NJAGQa aSNBAOS

2 QS

LINAOS AYRSE Ay La{Qada &aSNWAOS &aSOiG2NJt alicet$

remain at very high levelsbut the peak is probably behind us

A Together with their manufacturing indices, the average of the comp®l&ISMsfell 3 p to 54.0, which signal a 2% GDP
growth rate, down from the 3% signal last month. The trend seems to be pretty clear 18
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The manufacturing PMI down 5.7 p to 54.9 in May
We expected a decline, but just to 58. New orders, production growth slowed sharply, proetot

Norway PMI manufacturing Norway Manufacturing surveys
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A Themanufacturing PMI indefell to 54.9 from 59.9, revised down from 60.6. A clear setback, but the manufacturing sec
is still expanding. Worth noting is that the production saotlex is now down to par

A Othermanufacturing survey$ N YAESRI o6dzi {{. Q& ljdzZ NISNX & adzNwsSe 41
A Even if surveys have been reporting groyebtual productionhas fallen slightly sindastApril

19
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Beige book: Still growth everywhere but some signs of slowdown

Even wage and price inflation may be easing

Fed funds future

3.5 The Russian 5 = S
Contracts refer invation |/Jan 26 3.08
}7
3.0 _to monthly averages L Jan 24 3.05
2.54 NJan 23 2.82
Oct-22 2.26
2.0 4 -2.0
151 ~Jul-22 1.41
1.0 <Jun-22 1.08
%Fedfundso.83
0.5 -0
April-22 0.33
0.0 ‘ 0.0
Oct Nov Dec Jan Feb Mar Apr May
USA Fed funds rate (OIS) 22
FOMC Effective Fed funds rate SB1 Markets/Macrobond
meetings0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5
T 1% oo he Fed vs the market
July 27 Com— 184  0.04 Market Long - 3.5
Sept21 EEEE— 225 0.1 ’
Novz — EES— 257 017 OIS/ fwds /-’\ term a0
— ! .
o1  me— 307 024 o aCremm
®Last ® Change last week‘ ::'oﬁMt median S~y 25
| s
2.0+ ,; - 2.0
1.5+ - 1.5
1.0 l - 1.0
0.5 I f[ - 0.5
0.0 0.0
-0.5 --0.5

16 17 18

19 20 21 22 23

24

25

SB1 Markets/Macrobond

ACSRQa . SAEBaoafaAylf bSis2N] Q>
slight/modest/moderate growth but! out of 12 regions states
that growth had slowed since the previous rep(Btweeks ago.
Respondents in 8 districtscpected growth to slow furthgand
respondents in 3 districts referred toe possibility of a recession

A Retail sales arelowing somewhadue to high prices (and we
assume due to spending diverted to services) and residential real
estatedemand is dampened due to high prices and higher
mortgage rate{which was not mentioned 6 weeks ago!).
Howevermanufacturing production is still growing

A The main challengesack of laboussupply chain backlogsnd
the impact of higher interest rates

A The labour market is still tight bate district reported slower
employment growth, and some companies have announces
hiring freezes Majority of districts report strong wage growth,
the others moderateHowever, some report thawage inflation
is levelling off edging down

A Al districts are still reporting strong or robust price increases,
especially input pricessven so, 3 districts reported somewhat
lower prices increases for their own produbigt companies in
general had pricing power

A What we are looking for nowImpacts of tighter financial
conditions, like on the housing market or signs of lower
wage/price inflation. There areome indications in this beige
book - but far from preventing the Fed from hiking rates sharply
the coming meetingslf the Fed does not hike, financial ~
O2yRAGA2YyA g2dz R Sl A4S wi22 SI NJ

Apn oLlA WR2dzof SQ KA1Sa Ay wdzyS |
according to markets, A%50 bps hike in September has a 60%
LINPOFOAEAGE OFYR nmr F2NJF wHp

. f dzS Ydowh SIFBY WNJ Sa dzLJQ 2
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The vacancy rate a down in April, still higher than expected

Wh202R&Q Aa

USA Labour market
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A The number ofinfilled vacanciesleclined 0.5 mill to 11.4 mill
in April from 11.9 mill in March, expected down to 10.35 mill
from previously reported 11.6 mill. The rate fell 0.3 p to 7.0%,
from previously reported 7.1% in March. Recent months the
no. of unfilled vacances have been revised upwards
» The highest print ever before the pandemic was 4.7%, and the

rate was 4.5% just before the pandemic hit

A The SMBs (NFIB survagported an increase in the share
of companies that were not able to fill positionshtay, up
to touch the ATH from last Septembewhich does not
signal a less tight labour markéthese two series are very
closely correlated, and both have been at levels never
seen before since early last year

A New hireswas unchanged at 6.6 mill, equalling 4.4% of the
employment level (unch. from March, just marginally below
ATH). The trend is completely flat

A The number ofoluntary quitswas unch. at 4.5 mill, equalling
3% of the labour force, not far below ATH from last November.
As with unfilled vacancies, quits are closely correlated to wage
inflation ¢ for obvious reasons

A Layoffsfell back to record low, 0.8% of the labour force

A In sum:The report dataconfirms an extreme tight labour
marketC NO SIGNAL OF ANY EASING IN DEMAND OR OF
STRONGER SUPPLY
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An unprecedented tight labour market and still a large mismatch
5.9 mill were unemployed in April, and at the same time there were 11.4 mill unfilled job open

USA Labour market USA Unemployment vs vacancy rates
10 1Both in the % of the labour force -10 Vacancy rate
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7 / 7.2 7 l+the last month More mismatch | 7
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5 - - 5 6 -6
4 - ™ |4
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2 0.0 3 3
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A The Unemployment Vacancycurve(UV, Beveridge curve) is still moving in the nesgist direction, also signalliray
gradually tighter labour markefl'he only silver lining may be that unemployment is falling faster than the vacancy rate
increases, signalling that thmismatchin the labour market may be easisgmewhatc it is just tighter than ever before

At2gSttQa oSt F2NJF az2Fd fFryRAY3I Aad GKFEG G0KS @I OFyoOe
up. It has never happened before
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USA Wage inflation vs vacancies
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AhdzNJ Wt KAf fALA Odz2NBBSQ

ol SR Ay

changes in wage inflation quite consistently by 3 quarters
A Companies (SMEs) compensation plans (see the previous page) signal continued high wage inflation but not faster thantthe curr

A Wage inflation has alreadel accelerated bé%:&}'gp VS the 10 X avera(qe (AtIantaFed mqedlan) and ca)\nnot pos&?ly{generatmae%

inflation rate over timeg¢
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There seems to be some connections here?
The correlation between the vacancy rate and changes in median wage graaxtineselytight

USA Wages - Actual vs NFIB survey

% reporting
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should not be able to mcrease thelr selllnq prices at almost a double dIQIt pace

A Demand for labour has to be reduced sharply in order to get wage inflation beck to a sustainable level!
A Check under which circumstances wage inflation slows on the charts above (hint: find the shaded areas, follow the wagevitieas

a A Jyyate teads

F dzNJi f

2YS

the vacancy rate or the wage hike plah$

0 K &
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Stable growth in employment, wage inflation has slowed somewhat!
Both labour force & unemployment rates remain well below-pendemic levels

USA Nonfarm employment USA Averge Hourly Earnings
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A NonfarmpayrollsNR a4 S 68 ocdnQ Ay al @3 YFNHAYlIfft& at26SN GKFyYy Ay ! {2INGkbly @5%: Th&
[C{ SYLX 2eYSyu 3IFIAYSR oHO0QXZ YR UKS SYLX 2eYSYyu NrXruS NBO2USNBR UKS
A The participation raterose 0.1 p to 62.3%, as expected following the 0.2 p drop in April. The trend is still probably up, but remarkably stevjiN&risk
demand for labour. Very few now states Covid as a reason for not working/searching work (O. 2%)

A The unemployment ratavas stable at 3.6%, and once again 0.1 pp higher than expdt:lféds NI GS dGAff 2dz&ad noem LIId 6
FYR nédn LJIJ 6Sf2¢ CSRQa  $@Afrih thd uafiBed 2agandie& efualie@ 6/73 ofthe MbOur fotce (W 0%sbf employment)

A Wage inflation is slowing: The average wagese 0.3%, 0.1 pp less than expected, and the 3m/3m rate has fallen to 4.3% from 6% in January. The an
rate fell 0.3 pp to 5.2%, as expected, still up from 3%% before the pandemitstillnot compatible with 2% CPI inflation over time

A Maximum employment:Even if the participation may be trending slowly up, sugply side is obviously the bottleneck at the labour marker the time
being, maximum employment is reachednd wage inflation is well above a sustainable level 24
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USA Case-Shiller house price index Existing Home prices
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A The previous month, house prices rose at the fastest pace ever. This is rather crazy

A{stQa /I aSk/{ KricdifdéKiBex.2% m/m @ Méréh $FeBprilavg our seasad)) equalling a 30% annualised pace, just marginally down from
the Feb ATH at 32%. A 1.9% lift was expected. The annual rate accelerated by 1 pp to 21.2% (expected 19.6%). BTWpenther ATH

A The FHFAFederal Housing Financing Agency) price index, which covers homes with loans guarantied by the government §jzomsefdde or Freddie
al CHusb&hken> Kl a I O2dzyaNEGARS O2@SNI IS0I NRaS WedzauQ médp: Ay CSo0xX |
A Realtors reported a 2.0% lift in April, covering deals agreed upon in March

A However, even if prices cover transactions closed in April (included in th&eth average), those deals were mostly agrepdniin March; and ’
WazYSuKAYy3 YAIKL KI @S KIFLIWLISYSR Ay | WhdilfexpecypRcesityyiekl substahtiadlly tieNdming Sonthfs2 NJx 3
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Core inflation up to 3.8% as prices rose 0.4% m/m, 0.2 more than expected!
The headline CRbaral to 8.1%, from 7.5%, 0.4 pp higher than expected

EMU CPI (HCPI) EMU Contribution to HICP inflation
8 1Change % <Total 8.1 81 %‘I%tal 7.5
7 dyly -7 7 | <Energy 3.7
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A Thetotal HICProse 0.8% m/m, an extreme prigtas is the annual rate at 8.1%, and the core y/y rate at 3.8%
A The steep increase in prices in May comes after surprisingly strong growth in April and March as well
A Energy pricesose 2.2% m/m, and the annual rate climbed marginalbyt this rate is below the March peak.
AoySNBRe SELXIAya GKS fAz2yQa aKIFENB 2F G201t Ay Tt (rs@adding b thea bBrdek |
V263 dzLJ Tom: @keéd Ly FRRAGAZ2YS GKS WNBAARAzZ tQ Aad 2y GKS gl &
A The ECB has very likely recognised sufficient smoking guns to ride into action
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NAV unemployment down to 1.7%, close to the lowest level since 1987
And belowb 2 . Esfidate of the trough of this cycle, which should be reached next year

Norway unemployment Norway unemployment
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AeCKS WFdAt GAYSQ 2IISHKHOLOK XMz GSfydzR 2& YBYNI 2 dZAKSR ang NI SNAEQXSAt A8RIDE® &
1.7% of the labour force, down 0.1 pp from the 0.1 pp downward revised rate in April. We expected 1.8%. Unadjustedieh®.@p to 1.6% , lower than
expected. The.a.rate is 0.4 pp below the prpandemic level, 0.1 pp above the 2008 through and 1.2 pp the average since 2000. More imfiteteatt is
0.3 pp belowb 2 . Esfndate in the March MPR. The level is even bdlof/ . Esfindate of the cycle trough, assume in 2023

A The number opartially unemployed(notincl. in the ordinary unemploymentnch) St t 6& o0Q G2 Ho QX totalyikemploynieht@8R % § 3
G2 yT1QX ™Mo Pandedic BvelThé év&all uiedBployment rate fell by 0.2 pp to 3.0%

A The inflow ofnew job seekersvas unch. at a record low level in April. Thigow of new vacanciesell marginally but is close to the ATH in Feb
A The LFS (AKU) unemployment rd@#l to 2.9% in March, and employment growth is strong
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Can wage inflation climb above 3.7% in 2022/23? Our simple model suggest
The labour market is tighg and it is probably tightening further

Norway Vacancy rate vs unemployment Norway Wage growth vs the labour market
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Pricesup 0.7%, and they are 1.4% higher than NoBa assumed in March
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Norway House Prices Norway House prices vs Norges Bank's f'casts
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A House pricesose 0.7% in Maysgeas. adjusted., +1.2&fadj}), we expected 0.0%, like in Aprilvhich now is reported up 0.5% (but
Feb was revised down). The number of transactions rose, and the inventory fell, to a record low level. New documentation
requirements may have surprised supply in early 2022 but that excuse is now becoming less likely

A In March,Norges Banlexpected that prices would flatten, and to decline marginally from Q3, before turning up again in H2 2023
Q3 2024 prices were expected back to the22llevel. Prices are now 1.4% above the trajectory drawn 3 months ago, and thetcu
price should not have been reached before e2®25 Thus a new path must be drawn, we still think it will show short term weakr

A The further increase in house prices are of course an argument for Norges Bank to lift the interest rate path once more
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A small retail sales downward correction in April, trend down too
Sales down 1%, we expect&tdo, following the 3% lift in March

Norway Retail Trade Norway Consumption of goods
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A Retail saleshave been far more volatile than normal during the pandemic, and monthly data have been close to useles
Sales have been trending down since early 2021, like in many other rich countries, from levels that were miles above
pandemic trend growth paths. Sales may still be somewhat above normal in volume terms

A The lift in inflation, higher interest rates and the steep decline in consumer confidence, more spending on services, m
border shopping and travelling abroad have so far not knocked domestic demand for goods down

A No big changes sectavise in April. Clothing sales kept up, even after the surge in March
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We know why China is disappointing on the downside now. But why is the U
Exuberance that was irrational, or a real weakening?

Citi surprise index

Citi Surprise Index 4 s aei =0 -4
6- - 6 3- -3
Std.dev, avg=0
57 -9 2- -2
f
4- -4 1_‘ / ’ }J\_‘ Norway
3 0- }' W’ v : ‘ il Mﬂ World
£V x China b 1A W W -
2- -2
-3- -3
-4+ -4
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
SB1 Markets/Macrobond
Citi Surprise index
Stdwaw=0 2 i 0 1 2 3 4 %
Canada ——————————
— — — — : Sweden —— °
J M S JMS JMS JMS JM CEEMEA [
Latin America I e
SB1 Markets/Macrobond Switzerland I ®
. . . Norway o |
A Emerging marketsre delivering better results than excepted Japan ° —
. .. . i . . . Australi e
A Norwayis surprising significantly on the upside, according to Citi T 1 e
A Canada and Swedeat the top Tr— i
Asia Pacific I e
USA I e
New Zealand | o |
China — °

® Now ® 1 month ago
SurpriseA Y RA 0S4 Y&+ adiNB (KS RAFFSNBYOS 0650658y SOMOPRMRGMWINI . oo vur wncy w oy uno o oot MaketsMacobond, § 29 g




Highlights

The world around us

The Norwegian economy

Market charts & comments

SpareBank

MARKETS

[
1

33



K]
SpareBank €

MARKETS

US auto sales sharply down in May. Supply or demand?
Sales fell well short of expectations in May, to 12.7 mill from 14.6 mill in April, expected slightl

USA Auto sales USA Auto sales vs. plans to buy
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A Until now we have been sure than weak sales were due to lack of supply, not due to low demand. In May we are not
sure, neither are other analysts. Inventories are still low but used car prices have retreated somewhat (until April)

A Sales are down 25% vs. the 2019 level
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Auto sales

Auto sales probably slightly up in May too, still at a very low level
Sales rose in all of the Big 4 but just marginally. EMU sales are still down 37% vs. the 2019 le
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EMU Auto sales
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A All markets have reported substantial decline in auto sales since earlyc2fgtivery problems is the main culprit, but some
demand weakness as well?

A The coming months will be very challenging. The supply chains are exposed, onagaméi@erman production nosedived
in March
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Media reports indicate that demand is no problem, but finally the supply came down here as v

Norway Auto sales Norway Auto sales
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A

A{lfSa gSNB adloftsS I O0tz2asS (2 mpnQ Ay al &

A So far, Q2 is marginally above Q1

Al Fad &SI NE ™ dftimQredistaed®lao 2SNBG S NENB JA 2 dday R¢o6STENBY p RF &
» Sales have been much stronger than in any other rich country during the supply squeeze
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German auto production up to a normal level in May? At least they say so
Production was down almost 40% vs. the 2019 level in March!

Motor vehicle production
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The global PMI slightly up in May, thanks to China. DM down 1.8 p to 53.7
The global index gained 0.3 p to 51.5, signalling below trend growth in GDP at some 2.5%

Global PMI vs growth Global PMI vs growth
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A Both manufacturing and services contributed to the uptick in the global composite
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EM x China was close to unchanged at a low level of 50.2. DM down 1.8 p to 53.7, still above

Global PMI Composite PMI
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The global comp PMI up, thanks to China, Russia, and remains low due to China, Ri
More countries down than up in May

Composite PMI
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SB1 Markets/Macrobond
A 14 countries/regions down in May (from 11), and 10 up (from 14)
A Both China and Russi@ontributed on the upside in May, as the contraction eased both places. However, their PMIs remained below the 50 line
» India and Brazil are reporting strong growth
A The rich countries (Developed Markets, DM) P¥clined 1.8 p due to a 2.3 p drop in ti&,and 1 p drop in th&€MU The UK index also fell sharply
A Swedenstill has the pole position, ahead of Singapore, and India
A (Norwaydoes not compete here, we just have a manufacturing PMI. The level would have yieldeglad®in the composite race (from no. 2 in April, with

the 24 largest decline, just the UK fared even worse) 40



Global PMI

Manufacturing headline PMI up 0.1 p to 52.4; the output index up 1.2 p to 48
7 of 43 surveys below 5&urope at the top, China & Russia up, but both close to the bottom
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Global Manufacturing PMI vs production
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A Themanufacturing output indexrose 0.9 p to 49.7, slightly above our forecast
based on preliminary data for DMs

»

»

»

»

»

40% of countries/regions reported higher total PMIs last month, down from 46% in April
Europeancountries G At € G GKS G2L) 2F GKS fAadGed al
The Chinese indices recovered but both remain below the 50 line

Russia reported an further increase and is now at 50.8, signalling some growth!

Norway reported the 29 largest decline in May (behind Hungagyptal index still at 54.9

PMI Manufacturing
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Manuf. delivery times index down, other parts of the PMI up in May

And easing supply problems is good news! The Output index is higher, but still below 50
World Manufacturing PMI
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Delivery times indices are coming down, but are still high
XFYR AyLdzi LINAOS&a NBF adAatft NARaAAy3a Tl ai

PMI Manuf. Suppliers' Delivery Times Developed Markets - Manufacturing PMI
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A The Chinse delivery times index fell sharply in May following the steep rise in April. That may be due to less supplyqoojlestrstill
weak demand from factories that have been closed down
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PMI Manufacturing Input prices
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Both input and output prices rose at a slower pace in May, but just marginally

PMI Manufacturing Output prices

80

L Germany

K Euro Area

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

A Output prices in Germany, UK and Euro Area are still rising atfli@stest pace ever
A Output prices still rose at a faster pace in Asia x China & Japan

SB1 Markets/Macrobond
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Services input prices rose further, the other price indices fell

All price indices remain at very high levels
Gobal Manufacturing PMI Prices

80 - 95 OECD Inflation vs PMI prices
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Services slowed almost everywhere in May, except for China and Russia
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PMI services
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A The global service sector PMained marginally in May, by 0.1 p to 52.2. Outside China and Russia, just 2 countries
reported higher growth in May the others were down, the UK the most
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