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Last week

* The War/Sanctions
» Few news from the East front. The war (stalemate) continues

» Most commodity prices rose last week for the first time in several weeks. Risk on supported commodity markets too. However, food prices fell further,
and they are now well below the level just before the war started — and the real price level is not that frightening. European gas prices are still the main
challenge, as the supply from Russia was cut further down

¢ PMI/China

» The first part of the Chinese PMI data sets were weaker than expected but do not signal any setback in GDP (which ‘anyway’ will grow strongly in Q3,
following the 10% lockdown setback in Q2). Both manufacturing sector PMls fell, and the NBS survey to 49.0, a rather weak print but in sum decent
growth is still signalled

* USA

» The Fed Reserve hiked the funds rate by 75 bps, to 2.25 — 2.50, up to a neutral level — as everybody expected. The Fed reiterated its commitment to bring
inflation down but the market listened more to Powel’s recognition that it is more uncertain how far the Fed would have to hike, in order to bring
inflation more — and thought that was good news! The bond market even assumed that the Fed would accept higher inflation (break-evens infl.
expectations rose, while real rate expectations collapsed further last week! The latter was also supported by recession-like GDP report)

» The 6.3% growth in the Employment Cost Index in the private sectorin Q2, 0.4 — 0.8 pp higher than expected — and the overall ECl was up 5% y/y, the
highest since 1990, underscores Fed’s main challenges: Wage inflation in the tightest labour market in decades — and a broadening CP1/PCE inflation, as
the details in the June PCE report showed

» Housing data are deteriorating: Sum of new home sales and building permits have fallen just like we usually see before or just after the economy has
entered a recession. Pending home sales fell sharply too, signalling the existing home sales have fallen like in a recession too — even if prices are still
inching upwards

» GDP surprisingly fell in Q2 too, by 0.9%, expected up more than 1% (just before the release). A US recession is not decided by back-to-back negative GDP
growth, but by a group of economists at the NBER. However, GDP has never fallen two quarters in row without the economy being in a recession, and
GDP has fallen back-to-back in 9 of the past 12 recession. So the stats’ are not on Powel’s side when he said the did not believe the US had entered a
recession. As in Q1, there were some GDP excuses, now an inventory adjustment. However, private sector demand slowed almost to zero. In addition,
corporate profits probably fell further in Q2, if not by much as the GDP deflator rose almost 9%!

» Durable orders are still on the way up but manufacturing surveys report a sharp contraction in new orders in July, like in June

» Our base case is unchanged: Demand for goods, services and labour must be reduced substantially in order to bring price- and wage inflation down. This
process is normally called a recession’ — and it does not work before the these areas of excess demand is removed. This process has barely started

* EMU
» GDP grew 2.8% in Q2 (0.7% not annualised), far more than expected, even if Germany flattened.
» HICP (CPI) inflation was once more higher than expected — and it is broadening if not in the way we see in the US
» Business sentiment fell in July but remains above average! Consumer confidence is
* Norway
» NAV unemployment fell further in July, and much more than we expected. The rate fell to 1.6% - and just marginally above the lowest level since 1980.

The LFS (‘AKU’) unemployment rate was flat at 3.2%, also a low level. The no. of employees is still increasing, albeit at a slower pace — a sign the that GDP
is drifting upwards too
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The Calendar: PMIs/ISMs, US labour market, Chinese trade, BoE to hike, Norw. house prices

Time |Count.| Indicator |Period | Forecast| Prior|
Monday August 1
L]
08:00({GE Retail Sales MoM Jun 0.4% 0.6% PMI/ISM
08:30|SW | Manufacturing PMI Jul 53.7 » The preliminary PMis from the rich part of the world were significantly weaker than expected. The first
10:00/EC___[Manufacturing PMI Jul F 49.6 49.6 data set from China (not included in the global aggregate) was weaker than expected too. We now
18@8 ’L‘J‘S ma““;acturfnggm: j“: - (5;0; gg"z‘ assume a large decline in the global measures. However, so far EM x China have kept up pretty fell. In the
e Uanu alc ””"gt o J” o US, the composite PMI fell to well below to due to a sharp setback in the services sector, which is not
sl MZ?T&;‘[’E:;PJI < JElnF Y B expected to be replicated in the ISM survey. The manufacturing ISM is expected further down, in line
16:00]Us | Construction Spending MoM o 0%l 01% Vﬁ: tlhe retreat gf tlhe yvhole bunch of regional surveys, and the manuf. PMI. In sum, both the US and the
16:00|US ISM Manufacturing Jul 52.0 53.0 global economy Is slowing
17:00/WO [Manufacturing PMI Jul (51.1) 52.2 * Global auto sales
Tuesday August 2 . . . P . . .
16:00(US  [JOLTS Job Openings e R IR » !une sales were fantastic, due to an |pcred|ble |Ift' in Chinese autp sales'. Most likely, global sales will slow
US_ |Autosales Tul 13.5ml 13.0m in July. Production challenges are easing, at least in some countries. Will demand be the next challenge?
Wednesday August 3 e China
03:45|CH Services PMI, Caixin Jul 54 54.5
0830lSW__|Services PMI Tl 62.8 » Chinese exports are record high, also in volume term, and does not fit well with the ‘value chain’-
10:00[EC |Services PMI JulF 50.6 50.6 explanation’ for the troublesome high inflation rates in many countries. July data out at Sunday
10:00[EC __ [Composite PMI Jul F 49.4 49.4 « USA
11:00[EC [Pl YoY Jun 35.7%|  36.3%
11:00[EC  |Retail Sales MoM Jun 0.0%| 0.2% » Several indicators are flashing that the US is in or close to a recession, like the 2 x GDP contraction, and
11:00|NO__ [House prices Jul (02%) 03% the increase in the weekly inflow of new jobless claims. However, official LFS unemployment is still on
15:45[US _|Services PMI JulF 47.1 47 the way down (measured in ‘000; The rate has been flat, at the first decimal at 3.6% since March). A old
15:45/US __ [Composite PMI JulF 47.6 47.5 saying (Sahm'’s rule) (correctly) states that a 0.5 pp lift in the 3 m average of the unemployment rate
16:00]US__JISM Services Jul 54 553 sighals a recession — however often well into a recession. Nobody expects such a ‘recession’-warning this
T1h7:°°dw‘: c°’2"°"te PMI Jul Ell week. Employment growth is expected to slow, as is annual wage inflation. Other wage measures do not
08“(';50 Z‘é “g:tctory Samoo = o report slower growth. We think the vacancy rate (JOLTS) is just as important as the nonfarm report, as are
N u -U./ 7% .17 . o 1pe ape . .
e ST G I @] as% businesses reports on filling positions and compensation plans in the NFIB survey (normally at Thursday)
10:00|EC ECB Economic Bulletin ° EMU
13:00|UK Bank of England Bank Rate 1.89 1.3% . . . .
123005 Trrade Balaﬁce o o 3; e 5; » GDP surprised at the upside in Q2 but the quarter probably ended at a weaker note. Production and
12:30lUs _ |initial Jobless Claims 1u1-30 260kl 256k retail sales data from several countries out this week
Friday August 5 e UK
08:00|GE Industrial Production SA MoM Jun -0.2% 0.2% ) . 3
14:30[Us | Nonfarm Payrolls MoM Tl 250kl 372k » A 50 bps hike from Bank of England, here too? The economists think so
14:30(US  |Unemployment Rate Jul 3.6% 3.6% . Norway
14:30|US Average Hourly Earnings MoM  [Jul 0.3% 0.3% . . ) . . L. .
12:30[US _ |Average Hourly EarningsYoY _|Jul 2.9%|  5.1% » House prices surprised at the upside in June, up 0.7%. Norges Bank expect prices to start declining in July,
14:30US_ |Average Weekly Hours All ul 345 345 we are not so sure. But just wait for the coming 2 x 50 bps, they will probably help the market stabilise. In
14:30[US | Labor Force Participation Rate | Jul 62.2%|  62.2% Sweden house prices have fallen more than 6% already
21:00{US__|Consumer Credit Jun $25b| 5220 » Credit growth remains modest, the best argument for not hiking interest rates that much
Sunday August 7
CH |Trade Balance Jul $97.94b
CH  |Exports YoY Jul 17.9% . L . . 3
cH Mborts Yoy Tul 10% Sources: Bloomberg. SBIM est. in brackets. Key data are highlighted, the most important in bold
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Retail sales are still stoft, manufacturing production recovered in May and June
Global trade is still going strong

Global Retail sales, industrial prod. & trade Retail sales
Io I 10 - 10
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Global trade: The last months are estimates from the Kiel Institute, they are also making a prognoses for the next month based on shipping activity etc.



Global economy

A broad slowdown of retail sales

Is manufacturing exposed?

Retail sales volume

%-change from Dec 2019
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Manufacturing Production
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Global airline traffic has flattened recently, still down 14% vs. 2019
and finally marginally more than the seasonal normal

Airline passengers
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Global trade: The last months are estimates from Kiel Institute



Global economy

Consumer confidence sharply down almost everywhere
The Scandics at the bottom, with EMU, China (and US Univ. of Mich surv)

Global consumer confidence
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* Most countries are reporting a significant

lower confidence level than late last

year. Just

4 countries are above average, 35 are below,

many at ATL

* In most countries inflation and higher interest
rates may to blame, while the collapse in the
sentiment in China is very likely due the Covid

measures

* Emerging markets ex China has not fallen that

much recently, but the level is low

Norway is the average of Finans Norge & Opinion

Consumer confidence
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Global economy

GDP fell in Q2, mostly due to the Chinese lockdowns, and the US ‘recession’
Global GDP fell at a 2% pace in Q2

GDP
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Global GDP is some 3% below the pre-pandemic growth path
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GDP losses vs. trend
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Core CPI has peaked where it is the highest — but it is far to high everywhere

Energy prices the main culprit, but core prices are also contributing. However, some peaks are seen?

Core CPI Inflation CPI Inflation

T
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8 b 20 7.7
6 - L'USA 5.9 7 ! ’_E}
<UK 5.8 : /
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China PMI

The PMis down in July but growth close to trend still signalled
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Both manufacturing and services report slower growth, but in sum still not far below trend
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China PMI vs GDP
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NBS/CFLP PMIs composite fell in July but remains at close to a normal level, signalling ‘normal’ growth. The composite index fell by 1.7 p to

52.2

» The manufacturing index fell by 1.2 p to 49.0, expected up 0.1 p to 50.3, well below an average level and one of the weakest prints, except for the lockdowns in Feb

2020 and April 2022. The steel sector PMl is fell to a very low level

» The service sector index declined 0.9 p to 53.8, close to expectations

The S&P Global Chinese manufacturing PMI (which is the confusing name for Markit’s PMIs now) fell by 1.2 p to 50.4, expected down 0.2 p.
The service index is not yet published, but if we assume the same change as the NBS suryey, the composite index fell by 2.8 p to 52.5, still a
strong print (the output component fell more than the total index in the manuf. survey)

The PMlIs are so far clearly weaker than expected with a decline at 2.3 p. Still, they do not signal any contraction in the Chinese economy

but rather growth close to trend

— finally some impact from the setback in the construction sector?

10
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Both manufacturing PMIs down 1.2 — 1.3 p in July, the NBS/CFLP to -49.0
The Caixin/Markit (S&P) survey fell to 50.4. In sum growth below avg signalled, but not by much

China Manufacturing PMI China PMI vs industrial production
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* The Caixin index is close to an average level, the NBS survey is clearly below, in fact on of the weakest print, except for the
lockdowns in 2020 and 2022

* Actual industrial production production fell sharply in April but recovered in May and June

11
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Another triple hike; More to come but how much? The Ec. outlook anyway weak
The funds rate up 75 bps to 2.25 — 2.50, and back to a neutral zone.

Fed funds future * The FOMC & Powell ackowledged that growth in

4.5 L45 . .
production and spending had softened but the labour
- 4.0 market remaines tight and inflation remains elevated
/Jan 23 3.30 * The outlook is more uncertain: How much further
%Jun-23 3.09 tightening after bringing the rate rapidly up to a neutral
profner sl level is needed is of course dependent on the
sJan 26 2.54 d | . h hich i | .
Sept-22 2.51 evelopment int e_econ_omy— w .|c is pow s.owmg.
Fed funds 2 .33 Other elements of financial conditions will decide too
Aug-22 2.33 * This does not mean that the FOMC has become soft on

15 inflation, they do simply not know how much further
the signal rate has to be lifted in order to bring inflation

1.0 down — through what we think is inevitable, a
05 significant weakening in demand for goods, services
and labour
Mar  Apr  May  Jun  Jul 00 * Still, the market responded as if the FOMC does not
22 intend to bring inflation down (inflation expectations
USA Fed funds rate (O|S) ovene rose), and that a much lower real interest rate will be
FOMC Effective Fed funds rate needed to achieve the target (expected real rates fell
meetings0.0 05 10 15 20 25 30 35 further) — and that the economy will not be hurt that
Now s 233 much anyway (risk markets rallied)
2ept221 — g-?g * | risk markets remains buoyant, and rate expectations
DZ\C' 14 __ 3.99 come down, will the FOMC succeed in bringing inflation
Feb 1 I — 3.30 down? We doubt something is missing in that equation
March 22 I 3.24
May 3 3.13

12
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Fed’s challenge: Private sector employment costs exploded in Q2, at a 6.3% pace

It will not be close to possible to bring inflation down to 2% with a wage cost growth at current levels

USA Employment cost index, private sector USA Employment cost index
7 1Change q/q; yly 7 117 Change yly r 1
6.3 10 - -10
6 e
589 o
5 - -5 8 - - 8
7 - -7
4 - -4
6- - 6
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31 -3 5 - <Total 5.0
4 LA
2 - -2 4
3_ L
14 1 2- -2
0 0 1- -1
02 04 06 08 10 12 14 16 18 20 22 85 90 95 00 05 10 15 20
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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), rose by 1.3% g/q in Q2, 0.1 — 0.2 pp faster than expected, or at a 5.3% annualised pace. The annual rate
accelerated to 5.0% from 4.5%, the highest since 2882 1990
» Inthe private sector, the ECI rose by 1.5% q/q (6.3% annualised), and it is up 5.5% v/y
» State and local gov employment costs are up just 3.4% 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

* Wage inflation is the real problem for the Fed, far more than the impact of high energy/food/raw material prices. Those commodity prices are already on the
way down, and the contribution to CPl inflation will come down. Will it be possible to bring wage inflation down without a recession? Probably not, check the
chart to the right 13
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No clear signal of any slowdown in wage inflation (barring in the payrolls report)

... and all are reporting much higher wage inflation than before the pandemic

USA Wage indicators USA Labour cost
4 L/RO 4 [
7.5 5os 19 = 100 6% growth 115.7 | 104 change yiy % 10
115.0 - Lk 9- Average earnings L9
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105.0 - -105.0 ;
102.5 - -102.5
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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 2.5 — 3.5 pp vs the their respective 10 y averages

* QOver the past 10 years, inflation has been close to 2%, and well above 2% if calculated over a shorter period

* It will be a ‘challenge’ to keep CPl inflation at 2% if wage inflation remains 2.5 — 3.5 pp higher than rates that have produced 2%
price inflation. Productivity growth has not accelerated. Profit margins may take a beating — and they no doubt will — but not
sufficient to bring inflation down to acceptable levels on their own. Wage inflation will probably not slow by much before
demand for labour weakens —and unemployment increases

14
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Wage inflation is the main risk, not raw materials/energy/corp. margins

Wage costs per unit produced are up 8%+ in Q2, according to national accounts. INCREDIBLE!

USA Wages vs. prices

: Index 1960=100 Price index private cons.
USA Wages cost vs. prices ndex ex.food & eneray ) __—
91 5 y average growth -9 =
y geg ) 480 - - - 480
8- X -8 _
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7 A ex. food & energy -7 2401 business sector 240
6- -6
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5. LA /\AA Lo USA Wages vs. prices P
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SB1 Markets/Macrobond 120 - ;!1 20
\N_—,
115 - - 115
* It we happened to be a member of the FOMC these days, 110 - L 110
we would really not have felt comfortable at all: This is close 105 4 | 105
to a disaster vs. the outlook for the real (core) inflation :;"’fzc')':f;xeﬁ:;’ate*)c°"s-
and/or corporate profits 100 1= ' v - 100
* At the next page, we add our favourite Phillips curve chart, 95 1) Total PCE, CP! before 1060 ‘ ‘ ‘ ‘ ‘ ‘ ‘ s 95
with changes in wage growth vs. vacancies. How on Earth 10 1 12 13 14 15 16 17 18 19 20 21 22
will it be possible to bring down wage inflation without SE erkesiacrebons

taking demand for labour substantially down??
15
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The Best Phillips Curve ever? And what’s next for jobs & wages now?

USA Wage inflation vs vacancies
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Recessions shaded
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GDP fell in Q2 too, hit by an inventory drawdown. However, demand also slowed

Growth in households’ and business’ demand slowed sharply in Q2, up just 0.2%. A recession?

USA GDP 7 USA GDP & private sector demand
10.0 4 ~10. . F
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* GDP was expected up by 0.4% but just before the release, as stronger foreign trade data as well as strong growth in durable orders, led several analysts to
revise their f'casts upwards, some by 1 pp (to >1%). However, GDP turned out to surprise sharply at the downside, with a 0.9% decline, up form -1.6% in Q1

* A back-to-back decline in quarterly GDP is not the ‘official’ definition of a recession in the US, but US has always been in a recession if GDP fell b-to-b

» They/y growth rate fell but is still not weak at 1.6%, as the lift in GDP in Q4 was impressive, at 6.9%

* Private sector demand was strongin Q1, up more than 3%, even if GDP fell by 1.6%. In Q2, private demand just grew by 0.2%. In Q1 net exports fell sharply, in
Q2 final demand was met by reduced inventory building, which ‘contributed’ with a 2.2 pp drag on Q2 GDP

* 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 further in Q2, in spite of the 8% surge in prices, as employment compensation rose rapidly 17
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An inventory drawdown the story in Q2 (-2.2%), in Q1 it was net trade (-3.8 pp!)

However, housing investments are falling, business investments flattening & consumption slowing

USA Demand
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We have shaded the ‘hard’ pandemic quarters at the chart on the top 18
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Corporates’ profits probably fell further in Q2 — and the downside is substantial

Profits fell even if prices rose faster than in 4 decades. Because wage costs grew even faster

USA Corporate profits USA Corporate profits
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* We assume domestic corporate profits fell marginally, some 1% (5% annualised) in Q2, following a 6% drop in Q2. Growth in nominal corporate
GDP slowed (we assume to 1.7%, but the estimate is uncertain!), and that labour costs rose by 1.9%. Net tax payments/subsidies have normalised,
no more ‘corona support’

* The S&P estimates that S&P 500 profits rose by some 2% in Q2 following the more than 10% decline in Q1 (seasonally adjusted). S&P profits
(including profits from abroad) are still way above normal vs National Account profits for the total corporate sector (including all corporates
operating in the US, domestically or foreign owned). Thus, a downside risk for S&P 500 earnings

* We think the profit outlook is bleak. Wage inflation will not subside immediately given the super tight labour market — and a continued price
inflation at the current 9% pace cannot be tolerated by the Federal Reserve. Exciting times ahead
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The profit share has peaked. Now, make ready for the next leg

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
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the chart above
4. | ‘A% itg. . dl AR L I ] -
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All data are not yet published, and the Q1 numbers are just our estimate
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Core inflation has very likely peaked. But it is still far way too high

In June, prices once more rose more than expected, by 0.6%, has not been higher since 1984

USA PCE deflator
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* The total PCE deflator rose by 1.0% in June, to the highest rate in 5 -‘,\ Core
this cycle, expected 0.9% - and energy prices shot up. The annual 4- ) /\"\x -4
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Consumption is flattening
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Up 0.1% in June, by 1% in Q2, but enters Q3 below the Q2 average level. Real incomes are falling

USA Private consumption USA Household income & spending
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* Private consumption rose 0.1% in June, expected flat. Nominal spending rose 1.1%, expected 1.0%. Consumption grew just 1.0% in Q2, far less
than expected before the May report was published, one month ago

» Consumption of goods fell, services are still on the way up
* Personal nominal disposable income gained 0.7% in June, but fell by 0.3% in real terms

* The savings rate fell 0.4% to 5.1% and is well below the pre-pandemic level. However, accumulated extraordinary savings through the pandemic
are still almost fully intact, which may make it possible for households to keep spending up
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New home sales far lower than expected in June, previous months revised down

Sales are down 30% from December, a substantial downside risk for starts. Just like in recessions

USA New home sales and housing starts USA New Homes for sales
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* New single home sales fell to 590’ in June (annual rate), from 642’ in May. A decline to 660’ was expected, from previously reported 696’ in May. In sum 9%
lower than assumed/expected. The total decline, together with the decline in building permits now sends a recession warning (check 2 pages forward)

* The inventory of unsold homes is climbing rapidly, now up to 456’ units, up from below 300’ in Aug-20. Measured in month’s of sales, inventories equal 9.3
months, from the record low at 3 in Aug-20. Most of the inventory is ‘for real’, either completed homes (but the level in this category is still very low) or under
construction (and these homes will be completed) — as the supply side responded to the strong increase in demand. A steep increase in number of homes for
sales that are not yet started, also confirms the strength of the potential supply side (but most of these projects will very likely not be started the before after
the ‘recession’

* Prices fell slightly in May, and the underlying growth pace has slowed. Still, prices are up 14% y/y 23
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Housing vs. recessions: The red line is approached

The combined decline in new home sales & building permits has hit a recession warning line

1 1.4 TAvg housing permits, -1.4
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* Most recessions are ‘housing recessions’ as demand
for housing and residential investments declines
substantially ahead of and during recessions

» The only exception in recent decades was the ‘Nasdaq
0504 f h A - 0.50 recession in 2001

075_ 1 I| P A U PN | L I A B P Y (U S _075

7

» In addition, the pandemic recession was not caused by

More thah [12.58% down a setback on the housing market
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» 1984 and 1987, where interest rates were hiked, and a
SB1 Markets/Macrobond soft landing (and now recession) followed even if
housing sent a signal (The 2010 decline was just after
the GFC)

» The other 7 lines: A recession followed 24
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Conference Board’s confidence further down in July — but just to an average level

However, expectations have collapsed, normally a warning sign

USA Consumer Surveys * The main index fell to 95.7 in July, down from 98.4 in June, expected
3 L 3 down to 97.2. Households assessment of the present conditions fell
St.dev, avg =0 the most, but the decline in the headline index recent months is
5 L5 almost entirely due to a steep decline in the expectation component
nl | » The decline in the main index equalled 0.1 st.dev, down to an average

level
» Expectations are weak, -1.6 st.dev below average, which is normally seen

0l !\f M i ‘ | in recessions (but not only)
» The difference between households assessment of the present situation,
W L and expectations is the 3™ widest ever. The gap is always the largest just

before or when a recession hit, check the chart below

USA Consumer Confidence, Conf. Board
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* The other consumer surveys we follow are on another planet, -3 L3
University of Michigan’s sentiment being the weakest at -2.9 4 |stdev L4
st.dev below avg (the final July print was marginally revised up),
and June/July is at the lowest level ever, with data from 1953 37 3
» Two other confidence surveys, from IBD/TPP and Univ. Florida are 1 i L 1

not much better than the UM survey — and Conf. Board’s survey is
still an outlier — even if it is now heading downwards -3 7
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Buying plans sharpy down, towards ATL levels in July

Slightly harder to find job, says households — but jobs are still very easy to get

US - Unemployment

vs. consumers' assessment of the labour market
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Household spending plans are volatile, but the decline since the
spring is significant, and in July ‘huge’, especially for homes and
major appliances
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Not a recession signal: Strong growth in durable orders in June

USA Durable orders USA Capital goods orders vs S&P500
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* Total durable orders rose 1.9% in June, far above the expected 0.5% decline
* The volatile aircraft & defence orders in sum rose fell marginally, and other orders (our core concept) shot up 2.4%
* Core investment goods orders grew 0.5, expected down 0.1%. Underlying growth is slowing but remain well above trend

* 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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Surveys are signalling a steep decline in new orders

... which so far has not materialised

USA Manufacturing surveys, new orders USA Durable orders vs PMI orders
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* The ISM order index is
28



A warning line is drawn:
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The lift in the 8-week average crossed an important threshold (three weeks ago)
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New jobless claims vs. recessions
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* The yellow lines: New jobless claims (8-week average) up 1.5 pp vs. the labour force

* Now, the average is up 1.9 pp, from 1.7 pp the previous week. Thus, a yellow line is now drawn at the charts above, for the first time since
2005 (Hurricane Katharina), without a recession around the corner (the lines in 2008, 2020), and before that in 1996

* OQur recession signal model based on new jobless claims has sent several false signals (false positives), and even the correct signals often

16 18 20 22
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[
1

comes too late for a real time conclusion. Even so, the inflow of new unemployed persons is tightly correlated to the economic cycle — and
the cycle is now weakening (Lifting the threshold to say 2% would strengthen the signal/noise ratio substantially. We may be there pretty

soon)
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GDP up 2.8% in Q2 (0.7% not annualised), far better than expected 0.8% (0.2%)
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Italy and Spain contributed the most (4%, 4.4%), France grew 2%, while Germany stagnated

EMU GDP

102.5 1Q4 2019 = 100 <101.5

100.0 - e
97.5 - - 975
95.0 - - 95.0
92.5 - 925
90.0 - - 90.0
87.5- 875
85.0 - - 85.0

7.5 1Change q/q, yly | F e
L ENn
yly 4.0
~a/q 2.8

0.0

--2.5

--5.0

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond

* Arather unusual positive piece of news from Europe these days.
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* Spain grew rapidly in Q2, but is still the laggard, GDP is still 2.5% below the pre pandemic level
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Inflation further up in July, and higher than expected: Total 8.9%, core at 4.0%

Both higher than expected, again. Energy prices the main culprit but inflation is broadening, here too

EMU CPI (HCPI)
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EMU Contribution to HICP inflation
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* The total HICP rose 0.7% m/m July, in line with the price increases the previous two months

» Energy prices rose 0.5% m/m, they are up 40%, and contributes with more than 4% to the headline rate. Food prices rose 1.1% - and the latter is up 9.8% y/y, contributing
more than 2% (all data at the chart to the right is not updated=

* The core rose 0.6% m/m, both goods and services contributed
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Employment growth is calming down, and LFS employment has flattened

The no. of employees is still on the way up by 0.2% per month

Norway Employment * The LFS (‘AKU’ survey) employment data (both employees
4 19, change from Dec-19 - and self-employed, with permanent residency in Norway)
5. _@ reported zero growth in May (avg. April —June) as in April
; » LFS employment is up 3.7% from before the pandemic
5] | -
e * The register based employee stats, report 0.2% growth in
11 / -1 the no. of employees in June, as in May, and a 3.3%
0 A N /] 0 growth since Q4-19. Excluding foreigners on short term
ol stay, the no. of employees is up 3.7% (our estimate for the
k /“/ - past 3 months)
-2 // /\:— m-2 * National accounts reported a 1.8% lift in employment to
Total employment _ _
-3 1 National accounts ] --3 Q1-22 from Q4-19
4+ ‘ - -4
5 - --5
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NAV unemployment further down in July, soon down to the lowest level since ‘80

The LFS unemployment rate has stabilised at 3.2%, also a very low level

Norway unemployment
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* The ‘full time’ open NAV unemployment, which includes furloughed workers, fell by almost 3’ persons in July (seas. adj) to 46’, far below our 49’
forecast as June was revised down by 1’ persons. The rate at 1.6% (s.a) is equal to the lowest level before the financial crisis in 2008, and almost
the lowest level since 1980 (check next page) — and below NoBa’s expected 1.7%. However, NoBa expects a 1.6% rate for the rest of 2022

* The number of partially unemployed (not incl . in the ordinary unemployment no.) fell by almost 2’ to 20’, and including measures, the total
unemployment fell by 4.5’ to 79, 21’ below the pre-pandemic level. The overall unemployment rate fell by 0.2 pp t0 2.7%

* The inflow of new job seekers may have bottomed at a low level. The inflow of new vacancies fell further in June, but remains at a very high level

* The LFS (AKU) unemployment rate was stable at 3.2% in May, we expected a 0.1 pp decline — as employment flattened

33



Can wage inflation climb further? Our simple model suggests it will
The labour market is tight — and it is still tightening

Norway Vacancy rate vs unemployment

NAV open unemployment
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Norway Wage growth vs the labour market
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Retail sales flattened in June, are trending down

Both retail sales and total consumption of goods flat m/m

Norway Retail Trade Norway Consumption of goods
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* 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. Sales may still be somewhat above normal in volume terms

* The lift in inflation, higher interest rates and the steep decline in consumer confidence, more spending on services, more x-
border shopping and travelling abroad have so far not knocked domestic demand goods back down to the pre-pandemic
trend

* No sector story in June
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Global economy

The US surprises the most on the downside — but EMU and China also below par

SpareBank

MARKETS

... as is the world (but less than last week). EMU GDP surprised at the upside

Citi Surprise Index
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* Norway is surprising significantly on the upside, according to Citi

* Sweden are still (almost) at the top

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

Citi surprise index
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Citi Surprise index
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Highlights

The world around us

The Norwegian economy

Market charts & comments
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China PMI

The PMis down in July but growth close to trend still signalled
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Both manufacturing and services report slower growth, but in sum still not far below trend
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China PMI vs GDP

60.0—\/ \ \ -

55 0' 0« /\.\ ’\, \ E 1
T \ ‘/ N /'\,-n!\\'r,,\ ROA ‘ C
50.0 Y '_WX_: 5
45.07 GDP g/q -2
40.0 - o1
35.0 1 E -4
30.0 - [ E -7
25.0 - <-10.0
20.0 - --13
10 1 PMI change m/m, p -10
6 - 6
2_ II | |I | L il | [ A ||| | C 2
2] L it LRI .| || Ilil 23
-6 6

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond

NBS/CFLP PMIs composite fell in July but remains at close to a normal level, signalling ‘normal’ growth. The composite index fell by 1.7 p to

52.2

» The manufacturing index fell by 1.2 p to 49.0, expected up 0.1 p to 50.3, well below an average level and one of the weakest prints, except for the lockdowns in Feb

2020 and April 2022. The steel sector PMl is fell to a very low level

» The service sector index declined 0.9 p to 53.8, close to expectations

The S&P Global Chinese manufacturing PMI (which is the confusing name for Markit’s PMIs now) fell by 1.2 p to 50.4, expected down 0.2 p.
The service index is not yet published, but if we assume the same change as the NBS suryey, the composite index fell by 2.8 p to 52.5, still a
strong print (the output component fell more than the total index in the manuf. survey)

The PMlIs are so far clearly weaker than expected with a decline at 2.3 p. Still, they do not signal any contraction in the Chinese economy

but rather growth close to trend

— finally some impact from the setback in the construction sector?
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Both manufacturing PMIs down 1.2 — 1.3 p in July, the NBS/CFLP to -49.0
The Caixin/Markit (S&P) survey fell to 50.4. In sum growth below avg signalled, but not by much

China Manufacturing PMI China PMI vs industrial production
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* The Caixin index is close to an average level, the NBS survey is clearly below, in fact on of the weakest print, except for the
lockdowns in 2020 and 2022

* Actual industrial production production fell sharply in April but recovered in May and June
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China PMI

The output index in Caixin’s manuf. survey fell sharply but remains strong
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The output index was the 2"d best ever in June, and is still above average

China Markit Manufacturing PMI
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PMI Manuf. Suppliers' Delivery Times
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* Businesses are still reporting growth in new orders, both export orders and total orders

* Delivery times havefallen back to ‘normalised’ (where it hat been most of the time, during the pandemic, except for
the two lockdowns, in 2020 and 2022

[K]
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China PMI

The steel sector PMI further down in July, to ATL (26!). Construction to blame?
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The construction PMI has stabilised, at a not too low level. However, constr. starts are extremely weak

China Steel Production vs PMI
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* Construction starts have stabilised in May and June, though at a very China CFLP/NBS PMI Construction
low level, following the largest decline ever. Supply does still not seem to 571 Construction Starts - -2.5
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July was probably still OK in the service sector

The recovery from the lockdowns continued

China Services PMI
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* S&P (Markit) has not yet reported
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Another triple hike; More to come but how much? The Ec. outlook anyway weak
The funds rate up 75 bps to 2.25 — 2.50, and back to a neutral zone.

Fed funds future * The FOMC & Powell ackowledged that growth in

4.5 L45 . .
production and spending had softened but the labour
- 4.0 market remaines tight and inflation remains elevated
/Jan 23 3.30 * The outlook is more uncertain: How much further
%Jun-23 3.09 tightening after bringing the rate rapidly up to a neutral
profner sl level is needed is of course dependent on the
sJan 26 2.54 d | . h hich i | .
Sept-22 2.51 evelopment int e_econ_omy— w .|c is pow s.owmg.
Fed funds 2 .33 Other elements of financial conditions will decide too
Aug-22 2.33 * This does not mean that the FOMC has become soft on

15 inflation, they do simply not know how much further
the signal rate has to be lifted in order to bring inflation

1.0 down — through what we think is inevitable, a
05 significant weakening in demand for goods, services
and labour
Mar  Apr  May  Jun  Jul 00 * Still, the market responded as if the FOMC does not
22 intend to bring inflation down (inflation expectations
USA Fed funds rate (O|S) ovene rose), and that a much lower real interest rate will be
FOMC Effective Fed funds rate needed to achieve the target (expected real rates fell
meetings0.0 05 10 15 20 25 30 35 further) — and that the economy will not be hurt that
Now s 233 much anyway (risk markets rallied)
2ept221 — g-?g * | risk markets remains buoyant, and rate expectations
DZ\C' 14 __ 3.99 come down, will the FOMC succeed in bringing inflation
Feb 1 I — 3.30 down? We doubt something is missing in that equation
March 22 I 3.24
May 3 3.13
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Fed’s challenge: Private sector employment costs exploded in Q2, at a 6.3% pace

It will not be close to possible to bring inflation down to 2% with a wage cost growth at current levels

USA Employment cost index, private sector 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), rose by 1.3% g/q in Q2, 0.1 — 0.2 pp faster than expected, or at a 5.3% annualised pace. The annual rate
accelerated to 5.0% from 4.5%, the highest since 2882 1990
» Inthe private sector, the ECI rose by 1.5% q/q (6.3% annualised), and it is up 5.5% v/y
» State and local gov employment costs are up just 3.4% 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

* Wage inflation is the real problem for the Fed, far more than the impact of high energy/food/raw material prices. Those commodity prices are already on the
way down, and the contribution to CPl inflation will come down. Will it be possible to bring wage inflation down without a recession? Probably not, check the
chart to the right 44
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Employment costs are on the way up in all sectors, most in services

... a substantial cost push risk vs inflation

USA ECI
Change yly Now 1y 10y
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No clear signal of any slowdown in wage inflation (barring in the payrolls report)

... and all are reporting much higher wage inflation than before the pandemic

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 2.5 — 3.5 pp vs the their respective 10 y averages

* QOver the past 10 years, inflation has been close to 2%, and well above 2% if calculated over a shorter period

* It will be a ‘challenge’ to keep CPl inflation at 2% if wage inflation remains 2.5 — 3.5 pp higher than rates that have produced 2%
price inflation. Productivity growth has not accelerated. Profit margins may take a beating — and they no doubt will — but not
sufficient to bring inflation down to acceptable levels on their own. Wage inflation will probably not slow by much before
demand for labour weakens —and unemployment increases
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Wage inflation is the main risk, not raw materials/energy/corp. margins

Wage costs per unit produced are up 8%+ in Q2, according to national accounts. INCREDIBLE!

USA Wages vs. prices
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will it be possible to bring down wage inflation without SE erkesiacrebons

taking demand for labour substantially down??
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The Best Phillips Curve ever? And what’s next for jobs & wages now?

USA Wage inflation vs vacancies
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Recessions shaded
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GDP fell in Q2 too, hit by an inventory drawdown. However, demand also slowed

Growth in households’ and business’ demand slowed sharply in Q2, up just 0.2%. A recession?

USA GDP 7 USA GDP & private sector demand
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* GDP was expected up by 0.4% but just before the release, as stronger foreign trade data as well as strong growth in durable orders, led several analysts to
revise their f'casts upwards, some by 1 pp (to >1%). However, GDP turned out to surprise sharply at the downside, with a 0.9% decline, up form -1.6% in Q1

* A back-to-back decline in quarterly GDP is not the ‘official’ definition of a recession in the US, but US has always been in a recession if GDP fell b-to-b

» They/y growth rate fell but is still not weak at 1.6%, as the lift in GDP in Q4 was impressive, at 6.9%

* Private sector demand was strongin Q1, up more than 3%, even if GDP fell by 1.6%. In Q2, private demand just grew by 0.2%. In Q1 net exports fell sharply, in
Q2 final demand was met by reduced inventory building, which ‘contributed’ with a 2.2 pp drag on Q2 GDP

* 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 further in Q2, in spite of the 8% surge in prices, as employment compensation rose rapidly 49
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An inventory drawdown the story in Q2 (-2.2%), in Q1 it was net trade (-3.8 pp!)

However, housing investments are falling, business investments flattening & consumption slowing

USA Demand
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We have shaded the ‘hard’ pandemic quarters at the chart on the top 50



USA |
GDP up 1.6% y/y, and the level is 2.5% above the pre-pandemic level
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However, GDP is some 2% below the pre-pandemic trend. The gap vs EMU is in reality closed?
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* EMU GDP surprised at the upside in Q2, up 2.8% (0.7% not annualised, expected 0.2%) The gap between US and EMU vs. the
pre-pandemic starting point fell to 1% in Q2, down from 3% in Q4 last year

» Measured pr capita vs the pre-pandemic level or vs. their respective pre-pandemic trend growth rates, GDP in US is now weaker than in EMU
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Goods, services produced in the US are up 8.9% in price in Q2 (at least the GDP deflator)
.. And even 7.0% excluding energy and food! The core PCE still softened, up at a 4.4% pace in Q2

USA Price deflators USA Price deflators
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* Higher energy prices are of course to blame for the steep rise in prices but other prices also contributed massively to the almost 9% lift in
prices in Q2 — the highest since 1980

* The core (x energy, food) PCE (private consumption) deflator, Fed’s preferred inflation measure rose 4.4% in Q2, down from 5.2% in Q1, as
expected. So one peak was seen!
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Inventory growth slowed — as inventories just rose at average pace

[K]

There is probably not much left of an inventory overhang inventories in sum has not increased much

USA Change in inventories
Contribution to GDP level vs average stock building
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* ...over the recent quarters (or during the pandemic)
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* The trade deficit narrowed marginally in Q2, following the surge in Q1, which then represented an unusual 3.8 pp drag on GDP growth. In

Q2, a 1.4 pp positive contribution to growth
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Goods, structures took GDP down in Q2. Services grows, but level still low

Goods production is 10.8% above the pre-pandemic level, the total is up 2.5%. Services are up 0.1%
USA GDP - sectors
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Investments: Business investments flattened — at a rather high level

Business investments above trend just due to IP & software, ICT. Other equipment, structures still weak

USA Investments USA Business investments
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* Business investments are up 4.9% 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

» However, higher interest rates, and weaker growth in demand does not normally support business investment, and we are probably close to the peak in Q1

* Housing investments fell 14% in volume terms (annualised), but housing investments/GDP fell just marginally. We expect more to
come, also as construction prices will come down

* Government investments as share of GDP are rather trending down than up -



(K
usa SpareBank €)

MARKETS

Both private sector demand and public demand is slowing, and is falling vs. trend

The downside risk is probably the largest for household demand

Devigtion from fong term trend in % of trend GDP -3
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Corporates’ profits probably fell further in Q2 — and the downside is substantial

Profits fell even if prices rose faster than in 4 decades. Because wage costs grew even faster
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* We assume domestic corporate profits fell marginally, some 1% (5% annualised) in Q2, following a 6% drop in Q2. Growth in nominal corporate
GDP slowed (we assume to 1.7%, but the estimate is uncertain!), and that labour costs rose by 1.9%. Net tax payments/subsidies have normalised,
no more ‘corona support’

* The S&P estimates that S&P 500 profits rose by some 2% in Q2 following the more than 10% decline in Q1 (seasonally adjusted). S&P profits
(including profits from abroad) are still way above normal vs National Account profits for the total corporate sector (including all corporates
operating in the US, domestically or foreign owned). Thus, a downside risk for S&P 500 earnings

* We think the profit outlook is bleak. Wage inflation will not subside immediately given the super tight labour market — and a continued price
inflation at the current 9% pace cannot be tolerated by the Federal Reserve. Exciting times ahead
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Profits in the National accounts are still strong. S&P profits are even better

Until further notice

USA Corporate profits
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The profit share has peaked. Now, make ready for the next leg

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

USA Corporate profits vs unemployment
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All data are not yet published, and the Q1 numbers are just our estimate
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Core inflation has very likely peaked. But it is still far way too high

In June, prices once more rose more than expected, by 0.6%, has not been higher since 1984

USA PCE deflator

K]
SpareBank o

MARKETS

1.00 4 Change % m/ -
USA Core PCE deflator ange % mim 098]
74 Change yly, 3m/3m, ann rate -7 0751 n ;00;5795
6 - - 6 0.50 - ¥ 5%
i 'a ‘ ‘
5 { % 025 g gn . ™ - 0.25
4 - M II“.I" "‘l‘. e 4 '
3- L3 0.00 - 0.00
2 VN a S~ ai -2 ) J |
INLTYSAANL T AV [ 0.25 0.25
0 0 -0.50 - --0.50
-1 - -1 -0.75 --0.75
0.7 ¢h / L0 JJAJOJAJOUJAIJOUJAIJOUJIA
0.5 ange mim <0.6] 18 19 20 21 22
bl =
0.1 1.1 |H”|Il..ml||||hI’hll||||1||“h||||||.|||| gl !|||..|)||u.|.||| |”I ‘h “ l - 0.1 USA PCE deflator
-01- ' ! L .01 12 4 Change % yly -12
0.3- 03 7 o
-0.97 L~ 10 - ’ -10
-05 L T T T T T T T T T T T T I -0-5 9 7 ‘ 9
10 11 12 13 14 15 16 17 18 19 20 21 22 81 \ -8
SB1 Markets/Macrobond 7 ‘ '@
6 - i -6
* The total PCE deflator rose by 1.0% in June, to the highest rate in 5 -‘,\ Core
this cycle, expected 0.9% - and energy prices shot up. The annual 4- ) /\"\x -4
rate accelerated 0.5 pp to 6.8%, a new cycle high. In July, gasoline 34\ / - [+ 3
prices headed down, and the headline PCE should follow suit 2+ ‘«-\"AU.,"J ‘ﬂuvv.\,,v‘f\wl -2
* The core PCE rose by 0.6% in June expected 0.5%. The annual rate 2) (1)
accelerated 0.1 pp to 4.8%, still down from the 5.3% peak in 7b 7‘5 8‘0 8‘5 9‘0 9‘5 Ob 0‘5 1‘0 1‘5 2‘0
Februa ry SB1 Markets/Macrobond

60



(K
usa SpareBank €)

MARKETS

PCE by main sectors: All but 2 sectors report >2% annual growth

... and all but 2 are up more than 2% measured 3m/3m, the total is up 6.3%

PCE price index
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Inflation may be peaking but remains extremely high — and is still broadening!

USA PCE 'core'
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USA Trimmed median CPI, mean PCE
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The trimmed PCE mean (Dallas Fed) added 0.4 pp to a 4.8% pace over the past 6 months, the highest since 1983
The trimmed median CPI (Cleveland Fed) is up 7.8% over 6 months, the highest rate ever

Core cyclical and acyclical PCE prices are up 3.9% — 6.3%, and the cyclicals are still on the way up

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

[K]
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Consumption is flattening
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Up 0.1% in June, by 1% in Q2, but enters Q3 below the Q2 average level. Real incomes are falling
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* Private consumption rose 0.1% in June, expected flat. Nominal spending rose 1.1%, expected 1.0%. Consumption grew just 1.0% in Q2, far less
than expected before the May report was published, one month ago

» Consumption of goods fell, services are still on the way up
* Personal nominal disposable income gained 0.7% in June, but fell by 0.3% in real terms

* The savings rate fell 0.4% to 5.1% and is well below the pre-pandemic level. However, accumulated extraordinary savings through the pandemic
are still almost fully intact, which may make it possible for households to keep spending up
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The 1% June price hike almost brought real spending to a halt

Income growth recovered in Q2, and funded growth in (very expensive) spending

USA Income & Consumption USA Income & Consumption
10.0 ‘|Change m/m, % quarterly - 100 3.0 Change m/m, % - 3.0
. _(savings in pp), value _ 25- (savings in pp), value L 25
' Income | - 2.0
] | (nominal) 6.4
5.0 : | 4k
2.5 e A AL, /\j - 25 -
JI m \ Consump. | Income
0.0 - | (vol_ume) 1.0 r(nominal) 0.7
II IIIII Im- i Consump.
25 . o5 (volume) 0.1
' ' --0.5
5.0 - - 5.0
-7.5 _M --1.5
e 2.0
-10.0 | | =100 J ASONDUJFMAMUJ J
15 16 17 18 19 20 21 22 21 22
SB1 Markets/Macrobond SB1 Markets/Macrobond

* Growth in consumption in Q2 was 1.0%, in line with expectation, which had been lowered substantially vs. some few weeks ago. Prices rose
at 6.9% pace. Income rose at 6.4% in Q2, far better than in Q1 (see more next page)

* |June, real consumption gained 0.1%. Prices cut 1.0% into real consumption! Disposable income grew 0.7%. Savings funded 0.4 pp
consumption growth

We have shaded the ‘hard’ pandemic quarters at the chart to the left 64
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Nominal income growth at some 0.6% per month

Wage revenues are climbing rapidly, other components not, and taxes are increasing
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We have shaded the ‘hard’ pandemic quarters at the lower right chart, as these data make no sense now 65
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Something is happening with wage revenues (=wage costs for others...)
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Services are 1% above the pre-pand. level; goods are still 13% above

Spending on services is still 4% below the pre-pandemic trend, spending on goods are 5% above!
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Mixed June consumption data, autos and health care at the top, food at the bottom

Spending on both services and goods rose marignally in June
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Households contribute more to the Federal coffers than before the pandemic!

Net taxes up to 7.4% of pre-tax income, best since 2009 — though well below the pre Fin. Crisis level
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* Transfers are trending down but are still higher than before the pandemic (vs total pre-tax income). However, the total tax rate is climbing
faster, and has crossed the 25% line, for the first time since year 2000!

* Thus, the net tax rate is on the way up, and has recovered to 7.4%, above the 6% pre-pandemic level — but far below the 10% — 12% from
before year 2000
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The savings rate has flattened at 5%, somewhat below a ‘normal’ level

But not that low, given the extraordinary high rate of inflation

USA Housing savings rate
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* The savings rate rose fell 0.4 pp in June, to 5.1%

* Households are dipping into ‘normal’ savings in order to keep consumption up, as their real incomes are not keeping up, due to the
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high rate of inflation. The savings rate is now 3 pp lower than before the pandemic
* However, household have saved a large amount of money during the pandemic, some 13% of disposable income — on average for all

households, that is. This ‘Wall of Money’ is now shrinking, but just slowly (at just 2.5 pp per year, if the savings rate stabilises at 5%)
* QOur old savings model, yielded a 2.2% savings rate in Q1. During the 2016 — 2019 period our model has underestimated the savings

rate systematically by some 2 pp
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New home sales far lower than expected in June, previous months revised down

Sales are down 30% from December, a substantial downside risk for starts. Just like in recessions
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* New single home sales fell to 590’ in June (annual rate), from 642’ in May. A decline to 660’ was expected, from previously reported 696’ in May. In sum 9%
lower than assumed/expected. The total decline, together with the decline in building permits now sends a recession warning (check 2 pages forward)

* The inventory of unsold homes is climbing rapidly, now up to 456’ units, up from below 300’ in Aug-20. Measured in month’s of sales, inventories equal 9.3
months, from the record low at 3 in Aug-20. Most of the inventory is ‘for real’, either completed homes (but the level in this category is still very low) or under
construction (and these homes will be completed) — as the supply side responded to the strong increase in demand. A steep increase in number of homes for
sales that are not yet started, also confirms the strength of the potential supply side (but most of these projects will very likely not be started the before after
the ‘recession’

* Prices fell slightly in May, and the underlying growth pace has slowed. Still, prices are up 14% y/y 71
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New home prices suddenly down 10% from the April peak

These volatile prices not size/standard adjusted — but there is very likely a shift underway

USA New Home prices
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* The monthly median new home sales prices are very volatile, as they are not adjusted for changes in the mix of homes sold. In June, prices
were up 7.6% y/y, down from 13.7% in May (revised from 14.7%)

* 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% (in June) and 20% (Q2) resp. Construction cost inflation is very likely peaking now, as material prices are
nosediving

» Prices incl. land is still growing faster than construction costs, signalling strong demand for new homes. We expect the sign soon to change, as land
prices should ease more than construction cost if demand for housing eases
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Housing vs. recessions: The red line is approached

The combined decline in new home sales & building permits has hit a recession warning line

1 1.4 TAvg housing permits, -1.4
USA Housing market o ool
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* Most recessions are ‘housing recessions’ as demand
for housing and residential investments declines
substantially ahead of and during recessions

» The only exception in recent decades was the ‘Nasdaq
0504 f h A - 0.50 recession in 2001

075_ 1 I| P A U PN | L I A B P Y (U S _075

7

» In addition, the pandemic recession was not caused by

More thah [12.58% down a setback on the housing market

025t AN (VI DUV IOUEON FARUURRUURRVUIPUURPUTRUON  NRUPURURRY Sy DY FUURUURPPSRUURRURIRUORY! SOPPOON -0.25 . Atthe charts, we have marked declines of more than
. 12.5% in the 3 m average of the average of building
Recessions T aded permits and new homes sales vs. the recent 12 peak
000 T T T T T T T T T T T 000 Wlth a yellow “ne

70 75 80 85 90 95 00 05 10 15 20 . )
» 1984 and 1987, where interest rates were hiked, and a
SB1 Markets/Macrobond soft landing (and now recession) followed even if
housing sent a signal (The 2010 decline was just after
the GFC)

» The other 7 lines: A recession followed 73
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Pending home sales further down in June, signals fewer existing home sales
No. of agreed transactions fell 8.6%, and is down 1/3 from last November, a substantial decline

USA Pending vs Existing home sales
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» The decline in June was far larger than expected (-1%) — and the 128: I 15'(5)
6™ month in row with a lower number of signed deals 60 ] L 75
* The decline confirms that higher mortgage rates are slowing the 40 ' ot
. 201 Turnaround time -> A, K26
housing market 0l i/s in- months :
* 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 74
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Mortgage applications are rapidly on the way down, for good reasons

Applications for new loans are down by 1/3 from the local peak in January

USA Mortgage Applications USA Mortgage applications, purchases
300 2010 = 100 - 300 25739 y fixed mortage rate, % ndex 2010=100 180
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* Demand is not yet extremely low — and the level is ‘just’ 20% below the pre-pandemic level
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Conference Board’s confidence further down in July — but just to an average level

However, expectations have collapsed, normally a warning sign

USA Consumer Surveys * The main index fell to 95.7 in July, down from 98.4 in June, expected
3 L 3 down to 97.2. Households assessment of the present conditions fell
St.dev, avg =0 the most, but the decline in the headline index recent months is
5 L5 almost entirely due to a steep decline in the expectation component
nl | » The decline in the main index equalled 0.1 st.dev, down to an average

level
» Expectations are weak, -1.6 st.dev below average, which is normally seen

0l !\f M i ‘ | in recessions (but not only)
» The difference between households assessment of the present situation,
W L and expectations is the 3™ widest ever. The gap is always the largest just

before or when a recession hit, check the chart below

USA Consumer Confidence, Conf. Board
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* The other consumer surveys we follow are on another planet, -3 L3
University of Michigan’s sentiment being the weakest at -2.9 4 |stdev L4
st.dev below avg (the final July print was marginally revised up),
and June/July is at the lowest level ever, with data from 1953 37 3
» Two other confidence surveys, from IBD/TPP and Univ. Florida are 1 i L 1

not much better than the UM survey — and Conf. Board’s survey is
still an outlier — even if it is now heading downwards -3 7

Ex ectatlons present

70 75 80 8 90 95 00 05 10 15 20
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The Conf. Board — Univ of Mich. differential still incredibly large

Almost always, when UM grounded before CB yielded, UM was right, and the recession started

USA Consumer Surveys
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* High inflation is normally not welcomed, but we have not been
able to explain the drop in UM sentiment by the traditional
factors (including also inflation expectations, growth,
unemployment, mortgage rates etc).

* Simply, we do not have good explanations! Actual behavior — so
far —indicate that Conference Board’s index is closer to the ball vs
the other indices. One exception: Home sales have fallen
substantially 77
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Buying plans sharpy down, towards ATL levels in July

Slightly harder to find job, says households — but jobs are still very easy to get

US - Unemployment

vs. consumers' assessment of the labour market
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Household spending plans are volatile, but the decline since the
spring is significant, and in July ‘huge’, especially for homes and
major appliances
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Short term inflation expectations have peaked

Long-term expectations fell in July, UM reported

USA Inflation expectations
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Not a recession signal: Strong growth in durable orders in June

USA Durable orders USA Capital goods orders vs S&P500
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* Total durable orders rose 1.9% in June, far above the expected 0.5% decline
* The volatile aircraft & defence orders in sum rose fell marginally, and other orders (our core concept) shot up 2.4%
* Core investment goods orders grew 0.5, expected down 0.1%. Underlying growth is slowing but remain well above trend

* 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
80
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Aircraft & defence orders at normal levels

... while auto orders rose further in June, up to a new ATH!

USA Civilian aircraft & defence orders USA Durable ordres - autos
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* Memo: New aircraft orders during the pandemic have been heavily revised but the level now is not adjusted
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Core capital orders are still going well above trend

Signal decent growth in business investments into Q3

[
1

USA Investment goods orders
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* Core (x aircraft, defence) capital goods orders added
0.5% in June. Shipments were up 0.7% m/m. All data are
in nominal terms. Business investments flattened in Q2,
in volume terms, weaker than the order inflow suggested

* The business investment level is well above the pre-
pandemic level —and not at low vs. a reasonable long
term trend

USA Investment goods sales
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Surveys are signalling a steep decline in new orders

... which so far has not materialised

USA Manufacturing surveys, new orders USA Durable orders vs PMI orders
257 1SM and other manufacturing surveys 29 70+ Core durable orders]| - 30
204 Upper & lower observation Lo change 4m/4m ann.
: , nann

65
1.5

1.0 60 1

BTN - V\J MV JL\V! 1:
o /L LR s IR

- -0.8 ISM
06/2022

--10

-1.0 -1.0 Mean 45 - ‘

15 07/2022
40 A --20
-2.0 --2.0
254 | 2.5 35 - , --30
80 85 90 95 00 05 10 15 20 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond SB1 Markets/Macrobond

* The ISM order index is
83



New jobless claims are sending a warning signal: A recession not unlikely at all

New claims are on the way up, normal not a signal of strength... Check the charts at the next page

USA New jobless claims
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USA Jobless claims
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* New jobless claims fell by 5’ in week 29 but from a 10’ upward revised level the previous week. Since the bottom in week 11 in mid-March,

the weekly inflow has increased by 90’, from 166’ — which was the lowest level since 1969

* Ordinary continuing claims is still close to rock bottom

[K]
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The lift in the 8-week average crossed an important threshold (three weeks ago)
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New jobless claims vs. recessions
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* The yellow lines: New jobless claims (8-week average) up 1.5 pp vs. the labour force

* Now, the average is up 1.9 pp, from 1.7 pp the previous week. Thus, a yellow line is now drawn at the charts above, for the first time since
2005 (Hurricane Katharina), without a recession around the corner (the lines in 2008, 2020), and before that in 1996

* OQur recession signal model based on new jobless claims has sent several false signals (false positives), and even the correct signals often

16 18 20 22

SB1 Markets/Macrobond

[
1

comes too late for a real time conclusion. Even so, the inflow of new unemployed persons is tightly correlated to the economic cycle — and
the cycle is now weakening (Lifting the threshold to say 2% would strengthen the signal/noise ratio substantially. We may be there pretty

soon)
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The LFS survey has not yet reported any increase in the unemployment rate

A 0.5 pp lift in the 3 m avg rate has been a waterproof recession signal. However, quite often, too late

USA unemployment vs. new jobless claims
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Atlanta Fed’s nowcaster was right on Q2 GDP. Now it report 2.1% growth in Q3!

However, leading indicators are signalling a further decline in GDP

USA Atlanta Fed GDP nowcasts 1lOJOS Leading Indicators vs GDP growth
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* In a quarterly model, the National Activity index (a 3™ 2.5 ‘ - 25
nowcaster) suggested a 2.2% growth pace in Q2, way above . | o
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GDP up 2.8% in Q2 (0.7% not annualised), far better than expected 0.8% (0.2%)
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Italy and Spain contributed the most (4%, 4.4%), France grew 2%, while Germany stagnated

EMU GDP
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* Arather unusual positive piece of news from Europe these days.
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* Spain grew rapidly in Q2, but is still the laggard, GDP is still 2.5% below the pre pandemic level
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Retail sales so far on the soft side in June

However, several countries have not yet reported

Retail sales
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Inflation further up in July, and higher than expected: Total 8.9%, core at 4.0%

Both higher than expected, again. Energy prices the main culprit but inflation is broadening, here too

EMU CPI (HCPI)
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EMU Contribution to HICP inflation

Total 8.9
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* The total HICP rose 0.7% m/m July, in line with the price increases the previous two months

» Energy prices rose 0.5% m/m, they are up 40%, and contributes with more than 4% to the headline rate. Food prices rose 1.1% - and the latter is up 9.8% y/y, contributing
more than 2% (all data at the chart to the right is not updated=

* The core rose 0.6% m/m, both goods and services contributed
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Energy prices rose 0.5% in July, and food prices added another 1.1%!

Energy prices are up 39.6% y/y — but the recent hike in gas prices will lift prices further
EMU HICP Goods & services

EMU HICP Goods & services 47 ¥ change mim - i
160 - - 160 31 ‘ | | M3
2015 =100
Energy 156.7 | 2 ‘ ‘ ‘ m
150 - L 150 14 | ‘ ‘ LIndustrial goods
X energy 0.6
Energy 0.5
140 - L 140 1 | ‘ ‘ [\Services 0.2
2 | : : --2
130 - - 130 3] ‘ ‘ ‘ L3
/Food, bev 121.5 A A
120 - /Total HIPC 116.3 - Ao : ¥ : | : ul e
42% 15.0 pri ay ’s une uly
iserVICeS 111 6 SB1 Markets/Macrobond
110 + ~Core HICP 109.6
LIndust. goods EMU HICP Goods & services
100 - \%veunergy 107.6 50 4% change yly - 50
40 <Energy 39.6
90 - - 90 30 L 30
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20 A - 20
SB1 Markets/Macrobond m
10 - /-/\ /m
* Food prices rose 1.1% in July, more or less in line with 0 L = :@'{7‘ = e
price hikes recent months — and they are up 9.8% m/m 104 Y/-J L 10
-20 A --20
JMSJMSJIMSIMSIMSIMSJIM
16 17 18 19 20 21 22
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Inflation ex energy and food is accelerating too
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Food inflation at 9.8%, industrial goods x energy at 4.3%, and services 3.7%. The target? 2%...
EMU HICP Goods & services

EMU HICP Goods & services

115.0 4

112.5 1

110.0 -

107.5 A

105.0 A

102.5 1

2019 =100

7

N\

- 115.0

Food, bev 113.7]
- 1125

-110.0

Indust. goods
*_'\x energy 106.2
2% 106.2
~Services 105.7
NCore HICP 105.5

-102.5

100.0

97.5 1

=

100.0

- 97.5

19

20 21

JAJOJAJOJAJOJAJ

22

SB1 Markets/Macrobond

* Industrial goods prices increased 0.6% in July, and are up 4.3%
y/y. Still, these prices are not above a 2% path since 2019

* Services prices gained 0.2% in July, and these prices are also
below a 2% path vs the 2019 level — even if they are up 3.4% y/y.
Transport and hotels/restaurants have contributed on the upside
last year (but no detailed data for July 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 futures markets are correct (this time...), annual energy inflation is close to the peak

Oil & gas prices

200 1 Actual & future prices ~ 500
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-400
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- 350
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EMU Energy prices
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* Futures have shot up recent weeks, as Russian gas deliveries are more or less gradually cut

 Early next year, energy prices will be down, measured y/y — even after the current surge

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

models
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Check the impact of the surge in Europe gas prices last month

This is how in looked like in early July (flip back one page for the updated charts)

Oil & gas prices

200 7 Actual & future prices
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EMU Energy prices
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The tale of two different inflation regimes: But they are narrowing?
More of the EMU inflation is explained by the external factors than the high inflation in the US?

USA CPI vs Oil EMU HICP (CPIl) vs. energy
TCPI % yly i T / i
8 1Model: CPI = f(oil) Actual -8 8- -8
6 - - 6 6 - - 6
47 J 4 41 HICP 4
] / lﬂ\ ’/W & /\/\‘ 2 2 oA P
2 J r 1 D r
' VA VDN -
0 0 0 Oil, gas future 0
J Future oil - 1 prijces assumed |
-2 - prices assumed L _2 2 L2
4 - Inflation not 'explained" by oil -4 4 -Inflation not explained by oil, gas, food -4
3 3 -3
2 2 1 -2
1 1- / -1
-0 0 \/\Avvlj\’\ - /\l\ ‘A/\WA 0
-1 14 RV V \/\/ WA L1
-2 -2 --2
96 98 00 02 04 06 08 10 12 14 16 18 20 22 24 04 06 08 10 12 14 16 18 20 22 24 26
SB1 Markets/Macrobond SB1 Markets/Macrobond

* 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 prices signal a decline in the annual CPI by now. The trouble is the ‘gap’ or the 8.6% starting point

* In EMU, the CPIl acceleration until late last year could be fully explained by the increase in energy prices (with a small contribution also from food
commodity prices). Now, other goods and services are also contributing, perhaps more than anytime before, as also signalled by the core HICP

* If oil/natural gas prices follow the futures prices from here, inflation is now close to the peak. If other components were well behaved, the headline
annual growth rate would have returned to below 2% in early 2023. However, other price do not behave normally now

In these models we incorporate all direct impacts from changes in the oil price — as well as the impact from other factors that influence inflation which correlates to the oil price 95
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Consumer confidence confirmed sharply down, businesses are not that downbeat

The overall index fell 4.5 p to 99 expected 102. Business sentiment down, still above average

EMU Economic sentiment vs GDP

H 120 -
EMU Confidence 2 /e
2 p 4 4
St.dev. avg = 0 101 b -3
\ 105 - . Lo
4 2}
; Construction 100 - X7 -1
. THA M— A 0
. 90 - "4
<Services 85 - W -1
--2
0 80 - GDPyIy, % | 3
754 -
70 -4
-14 -1 65 - -5
60 -1 -6
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
-2 B B -2 SB1 Markets/Macrobond
EMU Surveys/nowcaster
-3 1 -3 2-st.dev,avg=0 EuroCoin CEPR -2
) PMI composite growth indicator
EU Survey 14 <1.1]
-4 - -4
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SB1 Markets/Macrobond i 1 —-j
* EU’s confidence survey for the Euro area fell much more than expected. <-0.6]
The estimate was strange, given the already published sharp decline in -1 -1
consumer confidence, down to a record low level, at -3.3 st.dev below par.
The total index is marginally below average )
» Both services, industry and construction report a slowdown but not as i
dramatic as seen in some other surveys, and levels are still well above
average, signalling growth above trend -3 | L3
» Thus, war, energy angst or high inflation have not yet scared businesses 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
that mUCh SB1 Markets/Macrobond

* The EuroCOIN GDP nowcaster signals growth well above trend, but the
EMU PMls as well as some national surveys signal growth below trend or
and outright recession (like the German Ifo survey) 96
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Production expectations down to just below average

Capacity util. well above average. Some more complain about sales, fewer about supply shortages

EMU EU Survey - production expectations EMU Supply or demand problems?

30 1 Balance in %, - 30 77 St.dev, avg = 0 Labour & equipment | 7
207 - 20 g' EU survey r 2

] L 7 Quarterly r
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* But there is still many more complaining about supply shortages, primarily labour and equipment than normal and far
fewer than normal about demand
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Companies report slightly lower selling price increases

... But still very rapid increases

EMU EU Survey - selling price expectations
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Credit growth is slowly accelerating? At least not any signs of a credit squeeze

Household debt up at 4.2% pace in June, businesses took in 13.8%

EMU Household credit

EMU Private sector credit i 2
17'5_Change viy -17.5 18: i :18
15.0 - -15.0 iy il S
] I I
125 L1425 g_ I vy m/m, annual rate
: HH
- L 3_ I L 3
o I L MN\HHMM!HW’ ¥
1+ -1
7.5- \ SR M, . L '
-1+ - -1
5.0 bk -2 -2
Households y f‘ @ T T T T T T T T T T T T T T T T T T T T T T T T
) 0N ) 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
5 ‘/-a-\\ / B 5 SB1 Markets/Macrobond
0.0 ——u 0.0 EMU Corporate credit
4 H —v
25 L o5 4_75: EUR tl Outstanding balance T4 75
4.25 - 4.25
-50 L T T T T T T T T T T T T ] -50 3.757 3.75
00 02 04 06 08 10 12 14 16 18 20 22 3.25- 3.25
SB1 Markets/Macrobond 2_75: 2.75
20.0 -Transactions -20.0
* Annual growth rates at 4.6 — 6.8%, well above normal 15.0 1 2938
nominal income growth. Now, incomes are growing much 10.07 m/m, annual rate
faster due to high inflation (and even higher wage inflation, 507 [ o
strong growth in employment) :'83 L g'g
* The corporate debt level marginally above the pre- 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
pandemic trend growth path, household debt is well above $B1 MarketMacrobond

* The last banking survey was mixed, check next page
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Banks report tighter standards vs. households but not vs. the corporate sector

A rather unusual divergence in banks’ credit policies

Bank lending surveys - corporates Bank lending surveys - households
2 7 Central banks' surveys -2 2 7 Central banks' surveys -2
Credit standards vs. corporates Credit standards vs. households
St. dey, avg =0 St. dev, avg =0
14+ CUTORR o SR [E -1 14+ \ -1
Y /USA jUSA
0 J Norway 0 | l\rl\orway
— A 1 L —— 4
| }% <Sweden
| \Sweden
- -1 1441 - -1
“ F-2 24 --2
<EMU
-3 --3 -3 1 --3
Tighter
Sweden: Banks' corp lending pldns standards _ Tighter
-4 - US recessions shaded. ... . L4 _4 | US recessions shaded A standards 4
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
SB1 Markets/Macrobond SB1 Markets/Macrobond

* US banks are signalling easing lending standards, both vs. households and the corporate sector — as are banks in
Norway (but not in Sweden)
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GDP suddenly on the way up again, up 5.9% in Q2 (1.4% not annualised)

... and twice the expected pace. GDP grew 0.6% in June, May revised up to 1.2%

Sweden Activity index vs GDP

107:5 70419 = 100 1075
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Sweden GDP

105 1Index, Q4-19 = 100
100 - -100
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SB1 Markets/Macrobond

» GDP fell at a 3.2% pace in Q1 (-0.8% not annualised) but following the recovery in Q2, activity is almost back on track —

at least before SCB revise its data (it has happened before)

* 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

* Still, growth is very likely slowing, even if the business sector is extremely bullish on the outlook

[K]
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Retail sales further down in June — the trend is probably downwards
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Sales are 5.5% higher than before the pandemic, some 1.5% above the pre-pandemic trend

Sweden Retail trade
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Sweden Retail sales
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JMMJSNJMMJISNJIMMIJ
20 21 22

Sweden Retail sales
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* Sales fell 1.2% m/m following the 0.7% decline in May. Sales are down 4% from the peak last spring — and

underlying trend is slightly down

[
1
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Business confidence on the way down, trade lost the most in July too

Confidence in the manuf. sector strong, 2 st.d. above avg. And the average signals 2.5% growth

Sweden Kl business confidence Sweden NIBR (KI) survey vs GDP
3 st dev, avg=0 -3 130 - -10
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* The composite index rose fell to 101.3 in July from 105.7 in June, expected down to 104,0. The decline equals 0.5 st.dev
decline to +0.1 st.dev above average. The index signals a 2.5% GDP growth rate, down from 4% in June (and 5% in May)
* All 4 main sub-sectors are reporting declining confidence
» The trade sector plunged well into negative territory, signalling a decline in lower retail ales
» The manufacturing index remains at a very high level, +2 st.dev, not far below ATH

» Services and construction are in between 103



Consumer confidence collapsed in July, to an ATL!
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Inflation, interest rates & falling house prices —and a war nearby. Household demand exposed?

Sweden Consumer confidence vs retail sales

Sweden retail trade vs. house prices

8 1 Growth % yly Consumer conf. - 2.0 30.0 - Change % yly - 10.0
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[
1

* Consumer confidence (the micro index) fell to 47.5 in July from 64.8 in July, way below expectations or by 1.2 st.dev in one go, to -
the lowest level ever, 3.3 st.dev below average! The macro index, as well as the total confidence index collapsed

* 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 that much measured m/m recent months

* However, given high inflation and loss of real income, higher interest rates and now also falling house prices and a waning
confidence, the outlook for household demand is rather bleak
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Manufacturing production recovered fully from the May setback, up 8.8%

A recovery was expected but the lift was twice as large as expected. Trend still down

Motor vehicle production
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* Production fell more than since the first Covid wave in May but 151 | o5
recovered in June. Disruptions due to lack of supplies from China '
is reported to have contributed to the temporary setback 1.3 L 90
* Overall order inflow has strengthened substantially through 104 | gs
2021, and into 2022 signals a much higher production level than 08 09 "4 15 16 17 18 19 20 21 22
the present SB1 Markets/Macrobond
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Retail sales down 1.6% in June, and the trend is weak

Sales were expected up 0.2%, a visible deviation

Japan Retail Trade Google mobility Time spent outside home
110.0 —VOIUme, indeX, Dec-2019+100 - 110 107.5 - Feb 2020 =100 -102.5
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* Retail sales have been quite closely correlated to mobility (time spent outside home) recent months —and in June, mobility
fell somewhat
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The Norwegian economy

Market charts & comments
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Employment growth is calming down, and LFS employment has flattened

The no. of employees is still on the way up by 0.2% per month

Norway Employment * The LFS (‘AKU’ survey) employment data (both employees
4 19, change from Dec-19 - and self-employed, with permanent residency in Norway)
5. _@ reported zero growth in May (avg. April —June) as in April
; » LFS employment is up 3.7% from before the pandemic
5] | -
e * The register based employee stats, report 0.2% growth in
11 / -1 the no. of employees in June, as in May, and a 3.3%
0 A N /] 0 growth since Q4-19. Excluding foreigners on short term
ol stay, the no. of employees is up 3.7% (our estimate for the
k /“/ - past 3 months)
-2 // /\:— m-2 * National accounts reported a 1.8% lift in employment to
Total employment _ _
-3 1 National accounts ] --3 Q1-22 from Q4-19
4+ ‘ - -4
5 - --5
18 19 20 21 22
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Employees: Still growth in most sectors in June, hotels & rest. in the lead

Transport & storage the only sector below the Dec-19 level

Norway - Payrolls

L/Information & Comm 15

Norway Employees

/Agriculture & Fishing 10

/Professional services 7

Financial & Insurance 6

Construction 5

~All Industries 3.3

\Hotel & restaurants 3

\Health & Social Work 3

\Education 2

A\

\Trade 2

\Manufacturing 1

[ Transp. & Storage -3

--30

--40
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Change 1m & 3m '000 Changes 1m & 3m %
1000 , 1000, 3000, 5000 of 0 1 2 3 4 8
Hotel & restaurants | [ ] | [/
Professional services mm e e
Information & Comm | [ | e
Construction m e e
Other Services | [ ] | [ ]
Manufacturing me »
Trade e »
Transp. & Storage ne e
Mining & Quarrying [ | ([ ] | ([ ]
Financial & Insurance ] ne
Electricity, utilities » me
Health & Social Work [ [ ]
Agriculture & Fishing [ ] [
Public adm a [ ]
I/Admin services e e
Education me »
H1m ® 3m
SB1 Markets/Macrobond
Norway Payrolls
No. of employees, % change since Dec-19 Close
-4|0 -3|0 -2|0 -1|0 9 1|0 2|0
Information & Comm ] 14.7
)Agriculture & Fishing I 9.7
Electricity, utilities L | 7.7
Professional services (] | 7.3
Financial & Insurance | 5.7
Other Services [ | 4.7
Construction o 4.6
Public adm ol 3.4
AAll Industries o H 3.3
Hotel & restaurants (] | 3.1
Health & Social Work [ | 3.0
Mining & Quarrying o m 3.0
Education o nu 2.4
Trade o n 1.9
I/Admin services [ | 1.1
Manufacturing o1 0.6
Transp. & Storage o =H -2.9
B Now @® Low since Dec. 19‘ 109
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The employment rate slightly down in May too
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... while the participation also fell — and has flattened. Less reserves left?

Norway Labour market
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The employment rate fell 0.1 p to 70.5%

» Ahead of the pandemic the rate was almost 69%, and it is up from
the 67.4% 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 2009
The participation rate declined 0.1 p to 72.8% in May

» Until the substantial lift in January, participation had been flat since
last summer. Are there still reserves out there? If so, why are they
not turning up now, given the very vacancy level, ‘everywhere’?

Working age population is up 0.8% over the last year (Q1 est), in
fact a higher growth rate than just before the pandemic

» Labour immigration has accelerated somewhat, possible as a
ketchup effect after low immigration during the pandemic. Given
the tight labour markets in the rest of Europe, we doubt labour
immigration will solve the labour deficit in Norway

734
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67 1

15-74 yea
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Employment rate
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NAV unemployment further down in July, soon down to the lowest level since ‘80

The LFS unemployment rate has stabilised at 3.2%, also a very low level

Norway unemployment
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Norway unemployment
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* The ‘full time’ open NAV unemployment, which includes furloughed workers, fell by almost 3’ persons in July (seas. adj) to 46’, far below our 49’
forecast as June was revised down by 1’ persons. The rate at 1.6% (s.a) is equal to the lowest level before the financial crisis in 2008, and almost
the lowest level since 1980 (check next page) — and below NoBa’s expected 1.7%. However, NoBa expects a 1.6% rate for the rest of 2022

* The number of partially unemployed (not incl . in the ordinary unemployment no.) fell by almost 2’ to 20’, and including measures, the total
unemployment fell by 4.5’ to 79, 21’ below the pre-pandemic level. The overall unemployment rate fell by 0.2 pp t0 2.7%

* The inflow of new job seekers may have bottomed at a low level. The inflow of new vacancies fell further in June, but remains at a very high level

* The LFS (AKU) unemployment rate was stable at 3.2% in May, we expected a 0.1 pp decline — as employment flattened
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NAV unemployment down 0.1 pp — at the pre banking cirisis level (1988)
If further down 0.2 pp: The lowest level since 1980

Norway unemployment
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Down, down, down — whatever measure we apply

Grand total unemployment is now 21’ below the pre-pandemic level

Norway NAV unemployment Norway NAV Unemployment
150 u 'In'%"of'the‘Ia'bour‘force“ ........................................................................... L 150 450 e O - 450
11000, s.a

400 e L 400
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100_ ............................................................................................................. _100 300_ ................................................................................................................ _300
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/2.7 100 4 I L\ E

254 0.1 <20
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Unemployment is still declining for all sorts of labour

Norway Unemployment, blue collar Norway unemployment, professionals
40 1 NAV open and gov. measures -40 12 4 NAV open and gov. measures -12
In 1000, s.a In 1000, s.a
11+ - 11
35 - -35
10~ -10
30 -30 9+ -9
8+ - 8
25 + -25
7 -7
20 - -20 6 - -6
5 -5
15 - -15 / L Health Care |
. 4 - -
ﬂ\ 4SerV|ces
10 ' i r/Trade, Sales 3 %Engineering,lCT
s ~Travel, Transp 5 -Managers
5- <Manufacturing Teaching
N Construction 1 1 ~Brokers, Consulf
O T T T T T T T T 0 T T T T T T T T \{PrOfeSSIOﬂalS
14 15 16 17 18 19 20 21 22 14 15 16 17 18 19 20 21 22
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Unemployment is falling everywhere — and to well below pre-pandemic levels
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1

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

Norway Unemployment

INAV ployment,

<A

-7

-6

Norway NAV Unemployment
Change from before corona

[N
Oslo 2.5

Incl. measures,
change from Dec 19, pp

/Viken 2.4
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/Total 2.0
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~Vestland 1.9

<Troms+Finnmark 1.8

Slnnlandet 1.7

\Nordland 1.6

Trondelag 1.6
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21

* Nordland and Trgndelag at the bottom — Oslo at the top, as usual
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New job openings have peaked, but are still at a very high level — broad based

Fewer vacancies in construction than in 2019, engineering in line, others above the 2019 level

Norway Labour market balance

2500 - 2500
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Norway New Vacancies
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* Most sectors have announced somewhat fewer new vacancies recently, most pronounced in the construction sector

* The no of new jobless claims have probably bottomed

[K]
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Can wage inflation climb further? Our simple model suggests it will
The labour market is tight — and it is still tightening

Norway Vacancy rate vs unemployment Norway Wage growth vs the labour market
S NAV open unemployment -9 74 -7
6 -6
4 - -4 |
Mean 2000 -2019 5 - ‘," -5
3 V... Model w/f'cast
4 - -4
2 - 37 -3
Vacancy rate, NoBa/SSB est 27 Wage growth K
1 L1 (TBU)
1 -1
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Retail sales flattened in June, are trending down

Both retail sales and total consumption of goods flat m/m

Norway Retail Trade Norway Consumption of goods
115 Volume, 2019 = 100 115 128 ] \2/81)u5m=e,18>8 electricity : 128
130 1.5% trend. growth ] == C130
110 - - 110 120 -120
110 - 110
105 - -105 100 -100

- Change %, ann. rate -

1001 /\l\/\/\” - 100 E: P 1?:
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LI VAN B R B |
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7.5 yly -6.8
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-23 E=
85 - - 85 -6 1 Change % m/m E -6
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* 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. Sales may still be somewhat above normal in volume terms

* The lift in inflation, higher interest rates and the steep decline in consumer confidence, more spending on services, more x-
border shopping and travelling abroad have so far not knocked domestic demand goods back down to the pre-pandemic
trend

* No sector story in June
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Higher consumer prices contributes to lower consumption

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

Norway CPIl vs consumption

-2.5 {Deviation from trend in - 125 * The elasticity for consumption of goods vs. changes in
2.0 |CP! &gensumption levelyin % L 100 headline CPU is some -2, probably as consumption of
Consumption of goods -> services normally are more stable than goods —and
151 -7 because high prices normally are associated with a
-1.0+ - 5.0 weak Norwegian economy (like oil prices down, NOK

05- . o5 weaker, higher imported inflation

0.0 “ f ’_ ;va JA [ L 0.0 * So far, consumption of goods has not collapsed even if
0.5 7 \’ i V U L o5 the price level is above trend — and demand for services
. \ 4

is on the way up, and x-border shopping as well

1.0 1 - -5.0

1.5 A - -7.5

2.0+ --10.0
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Most sectors contributed at the downside in June but not by much

Food consumption rose slightly in June — in volume terms

Norway Retail trade

H 150 - = - 150
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Sports equipment: Below a normal level — and a limited downside from here?

Norway Sales of sport equipment

15072015 = 100, volume, s.a 190
140 - Actual & smoothed L 140
130 - - 130
120 - - 120
110 - 110
100 - -100
90 - - 90
80 - - 80
70 - - 70
60 /' - 60
50 - - 50

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

SB1 Markets/Macrobond

121



K]
SpareBank €

MARKETS

Since before the pandemic: Still huge sectoral differences in sales volumes

Cosmetics, Internet sales & home refurnishing at the top

Norway Retail Sales Retail sales

Volume % change % change from 2019 avg to last mor  vs 190 190
from 2019 avg, m/m -3|0-2|0-1|0 (I) 1|0 2|0 3|0 4|0 5|0 SP 7|0 19 m/m Volume 2019= 100, 6m Ag
Cosmetic & Toilet Article 66 0.7
Internet 63 -1.8 180 - - 180
Newspapers & Stationery 40 3.4 ‘
Carpets, Rugs, Wall & Floor Coverings 27 -8.2 Internet 164
Clothing 23 27 170 rICosmetic 149
Dispensing Chemist 23 3.5
Other Retail Sale of New Goods 18  -0.6 ‘Carpets, floor cov. 1.45
Games & Toys 14 0.9 160 - Newspapers & Stationary 138
Audio & Video Equipment 7 0.0 /
Telecommunications Equipment 7 -4.7 150 - L ‘:Games toys 118
;°tat' & Loathor Good g g-g /Drugstores 113
ootwear & Leather Goods -6.
e e 5 14 140 - Audlo&V|deo Eq 109
Flowers, Plants, Seeds, Fertilisers, Pets 2 1.1 /Flowers Plants, Pets/food 109
Sale of Textiles 1 11 /Telecom eq. 108
Computers, Peripheral Units & Software -1 3.5 130 + //Sport equipment 107
Food, Beverages or Tobacco, non spec. -2 -0.1 Total 107
Electrical Household Appliances -2 -3.7 120 -
Furniture, Lighting Equipment + -2 2.3
Other Household Equipment -3 2.3 Computers & Software 102
Watches & Jewellery -4 00 110 - L/Electr. Household Appl 101
Food, Beverages & Tobacco, Spec Stores -7 0.9
Hardware, Paints & Glass -10 0.6 T~y -
Medical & Orthopaedic Good 16 -3.0 100 - ¢ =Non-Special. food, bev, tob
Music & Video Recordings 30 -6.1 ‘Fumlture, Light. eq 98
T T T T T T T T T T T N
-30-20-10 0 10 20 30 40 50 60 70 90 - |\Other Household Eq. 98
|. vs.2019 avg ® m/m| \Watches & Jewellery 96
: SB1 Markets/Macrobond Hardw, Paints & Glass 95
80 - F
. . \Food/Bev/Tob Spec. stores 95
* The losers were mainly losers before the pandemic too \Books 89
|
* Where is the risk now 70 - F\Medical & Orthop. 89
» Guideline: Start at the top of the list.
» There are excuses, but probably not that many SB1 Markets/Macrobond
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Retail sales value vs. volume — and what’s between

Retail prices have been increasing at well above 4% pace since 2019, in sum by 15%!

Retail sales - value vs volume
Value

Value, 2019 = 100

115 7 Retail trade
] : ;
110 7 price index 4% trend—

10512019 =100

100 - - 100
95:ﬂ - 95
90 - - 90

14 15 16 17 18 19 20 21 22
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* Retail sales, measured in value terms, are 20% above the
2019 level and some 13% above the pre-pandemic trend
* Huge differences is price changes:

» Gasoline up 55%, floor coverings, hardware (building materials)
are up 37% — 39%, furniture 28%

» Close to the bottom of the list: Sport equipment prices are up just
5% and clothing is down 1%!
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Norway Retail prices

Change in % from 2019 average
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Marginally fewer hotel guests in June, level is close to the pre-pandemic level
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Foreign guest nights are still down 1/3 but more Norwegians guest nights compensates

Norway Hotel guest nights
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Norway Hotel guest nights
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* Recreational traffic is back to a normal level, even if the total number of foreigners are still down 1/3 vs the pre-pandemic level

* The conference market is back the pre-pandemic level — it took just some few weeks after restrictions were lifted

* Other business guest nights are some 10% below the pre-pandemic level — no dramatic change in

* The no. of guest nights is still below the pre-pandemic trend growth path, but less than 5%, and just due to fewer foreigners
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Capacity utilisation still back to normal, prices are up 17% since Feb-20...

... RevPAR is higher than ever before, as are total revenues

Norway Hotel Capacity

30 Mill per month Roome available 30 Norway Hotel Revenues
2.5+ 2.5
1300 71 'NOK revenue/available room :fﬁ
2.01 20 1100 4--Seas. adj L
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E & s00] WJ\/\f o
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86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 1_25_-/\,—\/——"/\’/ L 1.25
SB1 Markets/Macrobond 1 00 _ L 1 00
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65 1 Smoothed, s.a Sold rooms - 1400 0.50 - L 0.50
lavailable rooms, % L1350 0.25 - - 0.25
- 1300 0.00 ‘ 0.00
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- 1150
- 1100 * Capacity utilisation (room sold vs. rooms available) was 55.7%
- 1050 in May, in line with the normal level ahead of the pandemic
- 1000 .
050 * Revenue per sold room is up 17% from the Feb-20 level, a
05 | L 900 substantial increase (it is also called inflation)
100 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 + RevPAR (revenue pre available room) also fell above the pre-
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pandemic level
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Highlights
The world around us

The Norwegian economy

Market charts & comments
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Risk on! A strong recovery in equities; Metals, oil up too — but yields down
Has central banks really turned dovish? We doubt — but the party is on. NOK is thriving!

Equity Indices - % drawdown from peak

Change %
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Oil vs. metals
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Exchange rates
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The big picture: Stock markets down, bond yields up

Commodities are on the way down again

Equity Indices Oil vs. metals
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Total return In SDR, rebased to present USD price

31/12-09 = 100 <S&P 500 475
400 EMSCl all 352 | 5000 - L
«MSCI all 352 Brent 1.
%OSEBX 337 ,} ‘ 110.0
/DAX 226 4000 - _ rILME Met
200 - /

<FTSE 219 | ‘ | JIhs
3000 - » FV ‘ - 75

1 /
2000 < |k f ¥ L 50

100 m"‘ J

100 -
1000 - - 25
50 L ' I 50 0 T T T T T T T T T T T T 0
07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 00 02 04 06 08 10 12 14 16 18 20 22
SB1 Markets/Macrobond SB1 Markets/Macrobond
10 y Gov bond yields Exchange rates
-7 140 f/x indicies - 140
-6 130 - =USD
8 e 0
120 - 190
4
ﬁNor 2.83 1101 ' W\':: S P
FUSA 2.67 100 & A “EUR
kUK 1.86 T e 1 2 P ‘ _'_ NGBP_ |
Swe 1. 90 - | ‘ | M. Py ]
KGer 0.91 P
#Swit 0.52 80 - NN <NOK
\Jap 0.18 ENMXCNY
e e 70 S (VA
-2+ --2 60 - - 60
000102030405060708091011 121314151617 18 19 20 21 22 14 15 16 17 18 19 20 21 22
SB1 Markets/Macrobond SB1 Markets/Macrobond

[K]

128



Raw materials

SpareBank

MARKETS

European gas/electricity prices up — and now metal prices rose too

However, food prices declined last week too

Commodity prices
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Commodity prices
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Commodity prices

In SDR lastw lastm  Since
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Qil prices have stabilised, following the decline
European natural gas prices rose further last week

The Economists food commodity index fell sharply last
week, by 4%, and they are lower than before the war
started

Metal prices have been on the way down but rose last
week — in tandem with stronger stock markets

[K]
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The main challenge: European gas supplies & prices

Russia has reduced exports to Europe again, and gas/electricity prices climbs further

UK, US natural gas prices Electricity/gas future prices
80 T USD pr mmbtu '80 225' ﬂre/kWh '225
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* Nordic future electricity prices for the coming 12 months are in line with the current average price level in Norway, and
future prices are up 3 — 4 times!
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Food prices are trending downwards

Where is the global food crisis??

Food/wheat prices Food commodities vs fertilizer prices
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Risk on! Credit spreads have fallen slightly through July
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* The US BBB spread is still up 100 bps from the bottom
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Why have credit spreads widened past months? Could it be the slowing economy’

What do you think is more likely: An ISM at 58 45 or 60 in some few months time? We are quite sure..

USA Corporate spread EMU vs Norway - BBB vs 5y senior bank
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* The answer is not irrelevant for your view on the outlook for spreads, we think
* And do you think Norwegian spreads will be influenced by changes in the global credit market?
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A decent recovery at the stock market in July, as yields are tumbling

USA S&P 500 vs. bond yields USA S&P 500 vs. bond yields
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Real rates, inflation expectations

The rapid reversal: US real rates down 29 bps last week, expected inflation +19 bps!
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The real rate down on a weaker growth outlook — or just because Powell has softened on inflation?

Real yields, break-even inflation
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US & Germany 10 y Gov bond yield

Yield Change Change Since Min since
1w 1m  Feb 18 April-20

USA nominal treasury 2.67 -0.10 -043 0.75 0.52
.. break-even inflation 2.53 0.19 0.17 0.12 1.06
.. TIPS real rate 0.14 -0.29 -0.60 0.63 -1.19
Germany nominal bund 0.91 -0.15 -0.69 0.69 -0.65
.. break-even inflation 2.47 0.18 0.02 048 0.40
.. real rate -1.56 -0.33 -0.71 0.21 -2.80
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* The 10 y TIPS real has fallen 60 bp last month, while 10 y breakeven
inflation expectations are up 12 bps

* Lower real rates and higher inflation expectations at the same time,
makes the Powell story more likely, that the Fed has softened on
inflation

* s this interpretation of the Fed likely? We doubt. Sure, future interest
rate hikes must take the development in the economy into account,
especially as growth is has slowed — or have turned negative. But that
this not imply that the Fed is willing to let inflation go

* However: A parallel shift in real rates/inflation in Germany, without

softish signals from the ECB 135
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The gap real yield growth gap is widening again. Or is it??
Real rates have fallen sharply recent weeks — and asset markets are thriving!

USA TIPS Real yields, break-even inflation USA Growth vs 10 y real rate (TIPS)
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» But what if the growth outlook is weakening, at least short/medium term?
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Central banks on the move

Norway is now at a split 6" position among rich countries

Central Bank Policy rates Policy rate, weighted
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* In addition to rate hikes, most central banks have abolished their QE buying programs (well, the ECB established a new
program two weeks ago, the Transmission Protection Instrument, TPI (and not TIP as we named it ®)

* The EM average policy rate has come down due to the Russian cuts — but the trend is straight up
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A forceful frontloading is still expected — but longer dated FRAs are falling sharply

The decline has been the largest in EUR, as the region is struggling with its energy supplies

Dec 22 3m FRA IBOR rates Dec 23 3m FRA IBOR rates
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* 3 m EURIBOR Dec-23 contracts are more than cut in half —down to 1.23% from 2.66% at June 14!
* During the summer, Norwegian FRAs have kept up better than all others. Some downside potential (for NOK FRA rates?)
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Fed funds futures
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Fed funds future rates slightly down, peaks in February

A 50-bps hike is assumed to be the most likely in September, 28% probability for another ‘triple’ hike

Fed funds future
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* The peak at the curve at 3.30% in February —and then down

60 bps through 2023
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USA Fed funds rate (OIS)

FOMC Effective Fed funds rate
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A broad decline in 2 y swaps as the economic cycle weakens most places

..or that’s the fear, at least

2 y swap rates
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10 y swap rates

[K]

SpareBank o

MARKETS

10 y swaps down everywhere — and by up to 75 bps from the June peak

Winter (aka recession) is coming

10 y swap rates
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Swap Rates, 10 Year
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10 year swap rates
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Another massive movement down, at least abroad. NOK rates more resilient

Winter (aka recession) is coming

Swap Rates, changes last month Swap Rates, changes last week
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Rates down but implied just at the 3 — 5 y segment

The 10 - 2y is finally inverted
NIBOR, NOK swap rates
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Spreads out all over the curve

Implied forward spreads vs trading partners are close to average levels in from 2 years outward
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The 3m NIBOR up to 2.24% as 50 bps NoBa hikes in both Aug, Sept are priced in
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Norway, NIBOR rates
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* The USD LIBOR-OIS spread fell 3 bps to 10 bps last week — which is a low level!
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Rate expectations down from early 2023, but first +150 bps up to 2.75% in Dec
50 bps hike in both August and September, and then 25 bps in both Nov and Dec still discounted

Norway 3m FRA Norges Bank signal rate vs market
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* If NoBa hikes by 25 bps in August and September, which was clearly signalled in the June MPR, the average signal rate would be 1.54% the
coming 3 months. The current 3m NIBOR is at 2.24%, and the Sept 3 m FRA is at 2.73%. If not money market spreads have exploded, 50 bps
hikes in both August and September is discounted — and further 25 bps hikes in November, December — up to 2.75%

* Thus, the market now expects a frontloaded but shorter hiking process, and with a 20 - 25 bps lower peak level than NoBa assumed in June —
and far earlier, just as in the world around us

* We think the 50 + 50 bps hikes in August and September are more aggressive than Norges Bank will deliver, we said last week
» FRA rates fell just marginally last week and the initial 2 x 50 bps, which is still discounted

» We still think the risk at the upside is less than the risk at the downside vs. current market expectations, at the short end of the curve 146ps



NOK last week’s winner too, from a low starting point

USD last weeks loser, as the previous week — still the winner so far in 2022
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NOK vs EUR & USD
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NOK up 2.2% more than anything but a too low starting point can explain
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NOK is still below our model estimates — but far less than one —and 2 and 3 — weeks ago

NOK vs main drivers
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Gaps vs. out model estimates are extremely wide
* The NOK +2.2%, our main model said +1.2% - and NOK is 3.8% below our main model estimate (from —4.5%)
* The NOK is 7% weaker than our AUD/CAD/SEK-model, our ‘super-cycle peers’, predicts (from 10)

* NOK s 1.7% weaker than a model which includes global energy companies equity prices (vs the global stock market) (from 2.5)

NOK vs main drivers
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[K]

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



The NOK is 3.8% below our model est — and week ahead of our (early July) f’cast

The NOK has recovered somewhat but is still weak vs the oil price/our models

NOK exchange rate model
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NOK exchange rate model
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NOK up, oil up last week. Still, the NOK is weak vs the oil price
.. as if the oil price was USD 80/b (rebased to early Jan) or USD 60/b (rebased to May-21)

NOK vs the oil price
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NOK vs the Oil Price
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The NOK has been closely correlated to the stock market. Since April
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.. but there is no stable correlation over time, and when it is, the oil price is normally the real driver
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NOK vs. MSCI world index
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* However, since April oil has not contributed at all vs. the decline and then the recovery in the NOK. So there is
‘something’ here
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NOK up but is still lagging the AUD

The gap is among the largest, without any good explanation (according to our models)
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* The discrepancy between the NOK and AUD is highly unusual, given the normal factors that decide the limited gap

* Normally, NOK strengthens vs the AUD when the oil prices rises vs. the LME metal index, when VIX, and the S&P500 index increases, and
the USD index appreciates. Seem like we need a new model. Until we find it, buy the NOK index (and short the AUD index)
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Emerging Markets f/x

EM f/x mixed: If not for Russia, the EM f/x space mostly up — ‘risk on’
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However, EM f/x markets have not been weak in aggregate recent months, is spite of DM rate hikes

EM Exchange rates
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DISCLAIMER

SpareBank 1 Markets AS (“SB1 Markets”)
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No investment recommendation
Any views and opinions relating to securities mentioned in this report should be interpreted as general market commentary, and not as investment recommendations within the meaning of
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The information contained in this publication is general and should not be construed as a personal recommendation within the meaning of the Norwegian Securities Trading Act, section 2-3
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Accuracy of sources
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