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The virus
ÅMost countries are still on the way up: The no. of new covid-19 infections continued upwards in most countries last week. However, both the UK 

and the US are reporting a further decline, in the UK both due to vaccinations and still very low mobility, and in the US dueto more vaccinations. 
The US is now vaccinating 3% of the population per week. In Europe x UK just  1% - 2% per week 

ÅNorway is reporting the 2nd highest mobility and 2nd mot most rapid increase in new cases among rich countries. Some new local restrictions were 
ƛƳǇƻǎŜŘ ƭŀǎǘ ǿŜŜƪΣ ŀƴŘ ƳƻǊŜ ŀǊŜ ƭƛƪŜƭȅΣ ŀǎ ǘƘŜ ƴŀǘƛƻƴŀƭ ΨwΩ ƛǎ ǎǘƛƭƭ ŀǘ 1.3 (at least). As it takes time to speed upvaccination, the current growth rate 
is not sustainable

ÅLast week AstraZenecaacknowledged that the company had to reduce deliveries to EU (and subsequently Norway) by 60% in Q2, following a big 
miss in Q1 as well. EU will receive 100 mill fewer doses, Norway 1 mill less, postponing the assumed date where all adults are vaccinated by 1 
month. 

Å In addition, both Austria, Denmark and Norway in additionto othershave reported serous blood clot cases following use of the AZ vaccine, still at 
very low rate (in average 1 of 100.000), and nothing compared to the increased covid-19 risk if not taking this vaccine. Still, several countries have 
paused vaccination by the AZ vaccine. Ifƛǘ ǘǳǊƴǎ ƻǳǘ ƛǘ ƛǎ ƴƻǘ ǎŀŦŜ όǊŀǘƘŜǊ ǳƴƭƛƪŜƭȅ ǘƘƻǳƎƘύΣ ŀƴƻǘƘŜǊ ƳƻƴǘƘΩǎ postponement in Europe. Even if is 
deemed safe (which seems most likely), anti-vaxxers have found a new argument, and vaccine resistance will increase ςand probably not just for 
the AstraZeneca vaccine

ÅThemainriskgoing forward: The vaccines are not able to cope will with the Brazilian variant and previously infected with other strains of the virus 
will not be immune vs. this variant

The economy, part I

ÅGlobal economy
» The OECD lifted its global 2021 growth forecasts by 1.4 pp to 5.6%, of which 1.1 pp due to the US stimulus package decided last week. Growth 

in US is assumed was revised up by 3.3 pp to 6.5%! We have never seen anything like this

ÅChina
» China surprised us this morning by publishing the full Jan/Feb data set, and not just the fixed investment stats, and no timefor the usual 

analysis. Industrial production and investments are still strong measured m/m, while retail sales yielded in January, and service sector 
production in February. The modest New Year festive seasons is very likely to blame for the weakness. If so, no reason to worry. Credit growth 
was on the strong side in February too, no squeeze to be seen. The official y/y growth figures the authorises publishes are evenmore useless 
ǘƘŀƴ ƴƻǊƳŀƭ όŘǳŜ ǘƻ ǘƘŜ ŎƻǊƻƴŀ ŎƻƭƭŀǇǎŜ м ȅŜŀǊ ŀƎƻύΣ ŀǎ ŀǊŜ ƭƛƪŜ ŀƴŀƭȅǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŦƻǊ ǘƘŜ ǎŀƳŜ ŘŀǘŀΦ CƻǊ ǿƘŀǘ ƛǘ ƛǎ ǿƻǊth (and that is not 
much), Jan/Feb data were better than expected

Last week 1: The (once again challenging) corona story



ÅUSA 
» CPI inflation remains muted but both the headline & the core will accelerate significantly measured y/y the next months due to base effects
ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ ŎƻǊƻƴŀ ǊŜƭŀǘŜŘ ǇǊƛŎŜ ŎǳǘǎΦ ¢Ƙƛǎ ƛƳǇŀŎǘ ƛǎ ǎƘƻǊǘ ƭƛǾŜŘ ōǳǘ producer prices are on the way up, and demand may increase even more 
than supply the coming months, as both the use of household savings (the increase in bank deposits, according to Q4 flow of funds) and the 
extreme fiscal stimulus should lift demand strongly. Wage inflation is still moderate.  However, small businesses have never been less able to fill 
vacancies, they want to hire more, they plan to increase compensation faster than normalΣ ŀƴŘ ōŀǊǊƛƴƎ ƛƴ WǳƴŜ нллфΣ ǘƘŜǊŜ ƘŀǎƴΩǘ ōŜŜƴ ƳƻǊŜ 
companies that are planning to increase their selling prices than since 1982!!

ÅEMU
» The ECB remains uber-dovish. A formal Yield Curve Control was not decided but the PEPP bond buying program will become more frontloaded, 

lifting the monthly QE, obviously to influence yields, at least in the periphery. Italian bond yields fell, German real ratesfell, while inflation 
expectations rose

» Industrial productionrose more than expected in January but it remains 1.9% below the pre-pandemic level. Surveys are still strong, retail sales 
not 

ÅNorway
» Mainland GDP fell less than expected in January and was 1.5% below the Feb-20 level, and 1.6% above Norges.ŀƴƪΩǎ ŦΩŎŀǎǘΦ ΨtŜǊǎƻƴŀƭΩ ǎŜǊǾƛŎŜǎ 

reported a significant reduction in activity as did trade. Manufacturing and construction grew

» bƻǊƎŜǎ .ŀƴƪΩǎ ǊŜƎƛƻƴŀƭ ƴŜǘǿƻǊƪ reported that activity the past 3 months was down vs. the previous 3 months (even if actual GDP grew by a  3% 
pace). The outlook for the coming 6 months is better, especially for household services due to the expected vaccination rollout. Construction 
and oil services expect a further contraction but the manufacturing sector x oil related expects decent growth. Investment plans were revised 
further up and now signal growth in Mainland business investments. Expected wage inflation is higher than bƻ.ŀΩǎDec forecast

» Core CPI was up 2.7% y/y in February, below consensus, bƻ.ŀΩǎand even further below our estimate. Total CPI 0.8 pp up 3.3% due to higher 
electricity prices y/y 

» Manufacturing production ƛǎ ΨōƻƻƳƛƴƎΩΣat least outside oil related sectors

» SSBexpects a muted recovery in2021, with a Mainland GDP growth at 3.2% but accelerating to 3.6% next year, though in sum equal to bƻ.ŀΩǎ
Dec ŦΩŎŀǎǘ. Wageinflation will accelerateslowly but clearly to above bƻ.ŀΩǎplan. SSB expects NoBato start hiking in Q4

Last week: The economy, part II
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Mixed, most countries still on the way up ςbut not faster

Italy and Norway report the steepest increase now. UK,US still in the way down, many are vaccinated

ÅVaccines are no doubt keeping new cases down in the UK and the US

ÅIn many other countries, the no. of cases is rising, in some places quite rapidly, like in Norway. Here, the no. of hospitalisations 
is increasing too

ÅThe no. of deaths is shrinking most places as the no. of new cases has been on the low side for a while, and the oldest 
inhabitants are vaccinated in most places

Covid-19



ÅThe Czech Rep. is still at the top but has probably peaked

ÅNorway is still reporting a very high growth rate, 40% per week, however down 
from 60% last week, and is moving rapidly upward on the list 

» Regrettably, with a weekly growth rate at 40%, Norway cannot afford to wait for the 
vaccines to arrive in large quantities

» Mobility in Norway is higher than almost all other countries

» Some local restrictions are announced, and mobility is on the way down

ÅThe no. of hospitalised patientsand deathsare lagging, and are still down almost 
everywhere. We have already seen some impacts of vaccination of the 
oldest/most exposed groups (also in Norway)

ÅThe mutated, and more infectious virusesare taking market shares everywhere, 
and are now becoming dominant. Vaccines are still assumed to be quite effective 
against the mutated viruses 

6

Still more countries on the way up than down, the 3rd wave

Few countries are reporting high infection numbers, but more cases reported as the mutants expand

Norway



We calculate the infected rate by assuming a 0.5% infection fatality rate, and a 90% immunity from infection. 
We assume those who have been infected are vaccinated in line with others 7

Pace of vaccinations are accelerating in most of EU/Norway

But the US is now vaccinating at the fastest pace, 3% per week pace, and >40% are probably immune

Covid-19

No of doses

And even more so 
in the UK



Data from FHI, VG, international media 8

This was the roll-out plan 1 week ago

ÅNorway may reach a pace of vaccination at 
3% of the population per week in March 
(adjusted for offset for the 2nd dose) ς
and substantially more during Q2

Covid-19
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ÅWe have said it for a while: There is still substantial 
uncertainty vs. the availability of vaccines, both concerning 
global production volumes and the share EU/Norway will 
receive

ÅLast week, AstraZeneca had to acknowledge that deliveries to 
the EU (and by that Norway) would fall seriously below the 
promised volumes. Some 100 mill less to the EU, and 1 mill 
less to Norway. 

ÅWe has assumed Norway could reach at 100% coverage of the 
adult population by the end of May. Now end of June seems 
more likely

Data from FHI, VG, international media 9

This is the plan now. AstraZeneca cut deliveries by 60% in Q2, -1 mill doses

ÅNorway may reach a pace of vaccination at 
4% of the population per week in April

Covid-19
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Data from FHI, VG, international media 10

!ƴŘ ǿƘŀǘ ƛŦ ǿŜ Ƴŀȅ ƎŜǘ ŀ ōƭƻƻŘ Ŏƭƻǘ ŦǊƻƳ !ǎǘǊŀ½ŜƴŜŎŀΩ ǾŀŎŎƛƴŜΚ 

²ŜƭƭΣ ǘƘŜƴ ǿŜ ŀǊŜ ǘŀƭƪƛƴƎ ŀōƻǳǘ ŜƴŘ ƻŦ Wǳƭȅ ōŜŦƻǊŜ ǘƘŜ ǘŀǊƎŜǘ ƛǎ ǊŜŀŎƘŜŘΧ 
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Hospitalisations on the way down almost everywhere

Italy is the exception (as is the Czech R)

Covid-19



ÅThe no of deaths is still increasing in Italy and UK, but 
will very likely soon peak. In Germany, the no of new 
cases has not fallen ςand the no of deaths is still 
increasing. Most other places in Europe, the no of 
deaths is declining

12

The deaths: A sharp decline everywhere ςexcept for the Czech Republic

Italy is reporting more deaths again (as new cases surge)

Covid-19
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Mobility is still trending up everywhere - and the viruses are thriving again

Norway is still close to the most open society, at least measured vs. time outside home

ÅUK, Ireland and Portugal are still staying more at home 
than others - but less than some weeks ago when the 
ŦƛƎƘǘ ŀƎŀƛƴǎǘ ǘƘŜ ǾƛǊǳǎ ǿŀǎ ƳƻǊŜ ŀƎƎǊŜǎǎƛǾŜΦ ¢ƘŜƛǊ ΨwΩǎ 
are still well below 1, and the level of contagion is low. 
Guess some easing will follow pretty soon

ÅThe Czechs have closed down again, like never before, 
as they are struggling for the 4th time

Covid-19



ÅVaccinations are still running at very low levels, and as 
the mutated virus spreads rapidly, the observed R will 
increase further

14

New restrictions lowers mobility in Norway, especially in Oslo

The mutated virus is still creating serious challenges, less social contact is needed

Covid-19
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Both retail sales and industrial production up in January

China has not reported Jan data, but x China Jan was pretty strong, even with weakness in Europe

ÅRetail sales rose approx. 1% Jan (some countries still missing) even if sales in Europe collapsed. Sales are 2% above the pre-

corona level

ÅManufacturing production probably climbed at least 1%, and is 3% above the pre-corona level, according to our estimates

ÅGlobal foreign trade ŦŜƭƭ ŀ ǘŀŘ ƛƴ 5ŜŎ ōǳǘ ƛǎ ǎǘƛƭƭ лΦф҈ ŀōƻǾŜ ǘƘŜ 5ŜŎ Ψмф ƭŜǾŜƭ

Memo: Keep in mind the different scales at the chart above

Global economy
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Volatile retail trade data, but the global trend is still upwards

Industrial production is still on a rapid way up too

ÅMixed retail sales in January: UK down 8%, EMU down 6%, US up 5% - but in sum still up, also with strong support from 

India

ÅWe expect manufacturing production to climb further in January  - the recovery is still intact

India

Global economy
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Look there: Some are eating out more, and are flying again!!

US restaurants are opening up, now just 35% below par. No changes in Europe yet

ÅAir traffic is also recovering, in the US and globally

Global economy
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US Air traffic is ascending. +80% vs. the late January through

Still almost 50% down vs. the pre-pandemic level

ÅTake-awayand no-reservationUS restaurants not includedin Open-Tablerestaurant reservationdata
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Q4 GDP growth even stronger than we assumed ςIndia recovered sharply

GDP fell in EMU but most other countries/regions grew in Q4

ÅWe estimate that GDP grew by a 8% pace in Q4 ςmore than double of underlying 
trend growth, leaving global GDP down just 0.4% y/y.  Last year GDP fell 3.4%

» China, India & the US have reported decent Q4 growth, alongside some Asian countries, UK & 
Norway ςand mot others. However, GDP fell in both France & Italy 

ÅIn 2020, China grew by 2.1%, all others down

ÅSweden -3%, Norway (Mainland) -3.1% and US -3.5%

Å9a¦ ŎƻƴǘǊŀŎǘŜŘ ŀƭƳƻǎǘ т҈Σ ¦Y ōȅ мл҈ ŀƴŘ {Ǉŀƛƴ ōȅ мм҈Φ ²Ƙŀǘ ŀ ȅŜŀǊΧ

Global economy
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Thank you, uncle Sam! OECD lifts globalgrowth projections sharply

The huge fiscal stimulus decided last week will lift US GDP by almost 4% and the world by 1.1%

World GDP, Q4 2019 = 100

GDP vsQ4, 2019
OECD March GDP growth forecasts

2020 2021 vs. Nov est

World -3.4 5.6 1.4

Euro area -6.8 3.9 0.3

United Kingdom -9.9 5.1 0.9

United States -3.5 6.5 3.3

China 2.3 7.8 -0.2

India* -7.4 12.6 4.7

ÅUnprecedented upward revision ƻŦ h9/5Ωǎ Ψнм ƎǊƻǿǘƘ ŦΩŎŀǎǘǎin the March-
21 projection

ÅThe US growth forecast is revised up by 3.3 pp to 6.5%, due to the stimulus 
package, which is assumed to boost GDP growth by almost 4 pp

ÅThe spill-over to other countries is substantial, GDP is lifted by 0.5 pp (EMU 
& China) to more than 1% (Canada/Mexico)

ÅStill, global GDP is expected to remain below the pre-pandemic growth path. 
US expected to return to the Q4 2019 production level by the end of Q1 
2021!
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Inflation has bottomed

Inflation in the EMU shot up in January, and just not due to VAT hikes

ÅThe PMI surveysreports that the increase in raw material prices are pushing both total input and output prices upwards. The correlation to 
headline inflation is very close, and a substantial lift in headline inflation is now inevitable

ÅHowever, the correlation to core (ex food, energy) inflationis far weaker, and central banks should not and will not panic even if headline 
exceeds the inflation target for a while (and the Fed is explicit on this, as it is now targeting the price target)

ÅShould core inflation increase, which will likely happen the coming months, at least in the US, central banks will not panic,aslong as they have a 
reasonable story for a moderate inflation outlook

ÅThe inflation outlookŘŜǇŜƴŘǎ ƻƴ ǘƘŜ ōŀƴƪǎΩ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ƻǳǘǇǳǘ ƎŀǇǎΣ ƎǊƻǿǘƘ ŀƴŘ ŜǎǇŜŎƛŀƭƭȅ Ǿǎ ǘƘŜƛǊ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ ōŀƭŀƴŎŜ ƛƴ ǘƘŜ ƭŀōƻǳǊ 
market and the outlook for wages

ÅSo far, banks can afford to wait and see until the post-Covid recovery is well established. IƻǿŜǾŜǊΣ ǘƘŀǘ ǿƻƴΩǘ ƴŜŎŜǎǎŀǊƛƭȅ ǘŀƪŜ ǘƘŀǘ Ƴŀƴȅ ƳƻƴǘƘǎ

Global economy
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Covidmeasures dampened the Chinese economy in Jan/Feb, no reason to worry

No weakness in manufacturing or investments, just in retail sales & service sector production

ÅChina reported a full Jan/Feb data set this morning, which was not 
scheduled in our calendars! No time for analysis, just a look at the 
headlines! 

» Fixed investments were scheduled this morning, see more nest 2 pages

Å Industrial production rose 0.7% in both Jan & Feb. Measured y/y, 
production is up 35%, expected 30% but thesey/y data are noe
ΨƛƳǇƻǎǎƛōƭŜΩ ǘƻ ŎŀƭƛōǊŀǘŜΦ tǊƻŘǳŎǘƛƻƴ is well above the pre-corona 
trend path, and is growth faster. Growth will now most likely slow

ÅService sector production grew by 0.6% in Jan, as in Dec, but slowed 
to 0.1% m/m in Feb, clearly due to the muted festive New Year 
season. Activity is anyway back to the pre-corona growth path

ÅRetail sales volumes fell by 1.9% m/m in Jan and grew by just 0.6% 
in Feb, according to our calc. We assume the Lunar New Year holiday 
is to blame for the weak start of the year. Measured y/y, sales were 
far above expectations

ÅCPI inflation has falling sharply, and prices are down 0.2% y/y (from 
above +5% at the peak) as pork prices are heading down. Supportive 
for real household demand, of course. Producer prices rose further 
in February

Å Investments rose 2.4% m/m in both Jan and Feb, faster than over 
the previous months. The gap vs. the pre-corona trend is almost 
closed. Measuredy/y investments were 3 pp lower than expected

ÅCredit growthrecovered in both Jan & Feb

ÅExportswere record strong in Jan/Feb, and imports are more than 
hY όǊŜǇƻǊǘŜŘ ƛƴ ƭŀǎǘ ǿŜŜƪΩǎ aŀŎǊƻ ²ŜŜƪƭȅύ

In sum: Covidmeasures kept the economy somewhat back during the 
festive season but no reason to expect further weakness

China: The main takes
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No credit squeeze in January & February

Credit growth has accelerated moderately at the start of 2021

Å In Feb total credit grew at a 11% rate (m/m, annualised), down from 12% in Jan. Smoothed, the underlying rate may be some 10%, down from 13% duringlast 
spring (and >15% during some months). A 10% growth rate is above trend growth in nominal GDP

» Total credit rose by RMB 1.7 trl expected 0.9 trl (not seasonally adjusted, total social financing, including central & local government  bond, and  corporate equities). 
Seasonally adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 2.3 bn, down from 2.6 bn in Jan

» Bank loans rose by 1.5 trl, but seasonally adjusted 1.9 trl, an the highest growth rate since last February 

Å Total credit is still up 0.2 pp to 12.5% y/y, substantially above normal income growth, banks loans are up 13.2%. The shadow banking market contributes with 
some ¼ of the total

Å Until recently, some feared that the Chinese authorities would push to hard at the brake, in order to reduce the risk for a further build-up of a possible debt 
bubble. Still, they do not want to strangle the economy ςwhich the strong January & February data signals!

China
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Inflation currently not a problem: Core CPI ticked in at 1.3% y/y, below consensus

Core CPI fell by 0.5% Mar-aŀȅ ΩнлΦ Lƴ aŀǊ-May now, +0.1% per month? If so, a lift up to 2.1% y/y

Å Core CPI rose 0.1% m/m in February, expected 0.2%. The annual rate fell 0.1 pp to 1.3% (exp. unchat 1.4%), and is far below the 2.4% pre-
ŎƻǊƻƴŀ ƭŜǾŜƭΣ ŀƴŘ ōŜƭƻǿ CŜŘΩǎ н҈ ǘŀǊƎŜǘ όƳŜŀǎǳǊŜŘ ōȅ ǘƘŜ ƴŀǘƛƻƴŀƭ ŀŎŎƻǳƴǘ t/9 ǇǊƛŎŜ ŘŜŦƭŀǘƻǊΣ ǿƘƛŎƘ ƻǾŜǊ ǘƛƳŜ Ƙŀǎ ǊŜǇƻǊǘŜŘ ŀƴinflation rate 
0.2 ς0.3 pp below the CPI  inflation rate). 

Å Headline CPI ǊƻǎŜ ǘƻ мΦт҈ ȅκȅΤ ǳǇ ŦǊƻƳ мΦп҈ ƛƴ CŜōǊǳŀǊȅΣ ŘǳŜ ǘƻ ƘƛƎƘŜǊ ƎŀǎƻƭƛƴŜ ǇǊƛŎŜǎΦ Lƴ aŀȅ ΨнлΣ ƘŜŀŘƭƛƴŜ /tL ǿŀǎ ǳǇ лΦн҈ ȅκȅΦ Lƴ aŀǊ-May 
ΨнлΣ /tL ǇǊƛŎŜǎ ŦŜƭƭ ōȅ мΦм҈Φ !ǎǎǳƳƛƴƎ лΦмр҈ ǇŜǊ ƳƻƴǘƘ ǘƘŜ ŎƻƳƛƴƎ о ƳƻƴǘƘǎΣ ǘƘŜ ŀƴƴǳŀƭ ǊŀǘŜ ǿƛƭƭ ǊŜŀŎƘ оΦн҈ ƛƴ aŀȅ 

Å Clothing, lodging, vehicles, and airline ticket prices saw the biggest decline from previous month

Å The annual growth rate will climb sharply the coming months, just due to the price cuts m/m last spring. Federal Reserve assumes that the 
annual inflation rate will retreat thereafter, as prices rose sharply m/m in Jun-Aug last year. Thus, the annual growth rates are funny to look at, 
but still useless.  Still, how worried should we be, given producer price hikes, surveys telling the same story combined with an unprecedented 
ŦƛǎŎŀƭ ǎǘƛƳǳƭǳǎ ŀǘ ŀ Ψ²ŀƭƭ ƻŦ aƻƴŜȅέ ƛƴ ƘƻǳǎŜƘƻƭŘ ōŀƴƪ ŘŜǇƻǎƛǘ ŀŎŎƻǳƴǘǎ, waiting to be spent in a economy with limited spare capacity? We are 
more worried than normal. More on that on the following pages

USA
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Something is brewing? Producer prices have turned up, and sharply for crude gds

Intermediate goods prices are on the way up too ςconfirming business surveys

ÅPrices are on the way up, as are delivery times ςŀƴŘ ǇǊƻŘǳŎǘƛƻƴ ƛǎ ƛƴŎǊŜŀǎƛƴƎ ǊŀǇƛŘƭȅΦ IƳƳΧ

ÅHowever, consumer prices have been rising faster than indicated by finished goods prices. Thus, short term, probably 
not that much more price pressure from producer prices 

ÅLooking forward however, the steep rise in crude prices (even ex food & energy), and now followed by intermediate 
goods prices are signalling higher consumer price inflation (crude goods are leading, intermediate  goods by 4 months, 
and consumer prices by 12 months) 

USA
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ISM has sent a clear message. For the headline CPI, that is

Total CPI will very likely climb substantially, and not only just due to base effects

ÅHowever, the correlation between price indices in the 
ISM (or PMI) business surveys and the core CPI is far 
weaker than between these indices and the total CPI, 
check the charts at this page

ÅThe Fed ςand other central banks ςare surely right not 
to focus on the volatile headline CPI, but more on the 
core CPI and even more on underlying cost pressures in 
the economy, as shown on the next page

USA



27

{Ƴŀƭƭ ōǳǎƛƴŜǎǎŜǎΩ ŀǊŜ ƴƻǘ ƻǇǘƛƳƛǎǘƛŎΣ Ŏŀƴƴƻǘ ŦƛƴŘ ƭŀōƻǳǊΣ ŀǊŜ hiking prices, big time
They plan to hike wage as well. Something for the Fed to chew on?

ÅThe NFIB optimism indexrose to 95.8in Januaryfrom 95.0(expected 97). Softened Covid-restrictions, vaccinations and stimulus 
checks seems to have improved the outlook for small business owners. Still, businesses are less optimistic than normal, the 
business conditions are expected to worsen, as are own sales! The contrast to ISM/PMI is not unprecedented but striking

ÅCheck this list, just before the HUGE fiscal stimulus is arriving: 
» Companies are reporting very aggressivehiring plans 
» They have never ever been more unable to fill vacant positions
» They plan to lift wagesmuch faster than normal
» .ŀǊǊƛƴƎ WǳƴŜ нллфΣ ǘƘŜǊŜ ƘŀǎƴΩǘ ōŜŜƴ ƳƻǊŜ ŎƻƳǇŀƴƛŜǎ ǇƭŀƴƴƛƴƎ ǘƻ increase selling prices than since 1982! 

USA
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Availably/quality & cost of labour is once again the biggest problem

Fewer than normal are complaining about poor sales! (Just before a 9%-of-GDP fiscal boost arrives)

ÅIncredibly many companies are reporting that cost of labour, ability to fill vacancies, and quality of labourare more 
serious challenges than normal! In sum, almost unseen (it was slightly worse during the 3 months before corona hit, 
ōǳǘ ǘƘŀǘΩǎ ŀƭƭύ

ÅUnusually few companies are complaining about finance/interest rates and about taxes(although tax concerns 
increased post Biden win, so far without any taxes being increased, as far as we know)

ÅAnd fewer companies than normal are complainingabout poor sales

USA
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Flow of funds: Where are the money saved (or more precise, invested)?

¦{Υ 5Ŝōǘ ƛǎ ƴƻǘ ǊŜǇŀƛŘ όƛǘΩǎ ǘƘŜ ƻǇǇƻǎƛǘŜΣ ŘŜōǘ ƎǊƻǿǘƘ Ƙŀǎ ŀŎŎŜƭŜǊŀǘŜŘ ǎƘŀǊǇƭȅύΦ фл҈ ƛƴ ōŀƴƪ ŘŜǇƻǎƛǘǎΗ 

ÅHouseholds have become much more liquid, at least on average during the pandemic

ÅHouseholds have invested 6% of the increase in their financial assets in equities over the past year
» Net of buy-backs, that is. (However, GameStop has not bought any shares back, as far as we know)

ÅHow much of the excess savings in bank accounts will stay there, how much will be spent?? That will decide the fate of 
ǘƘŜ ¦{ ŜŎƻƴƻƳȅ όŀƴŘ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ŎǳǊǊŜƴǘ ǇƻƭƛŎȅ ǎǘŀƴŎŜύ

USA
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ECB will accelerate the bond buying program, but not control yields, of course

The PEPP programme was not extended, but ECB promised to accelerate buying 

ÅPrograms not expanded, but more QE, now

» The ECB recognises that the covidcrisis will make a 
another dent in GDP in Q2, but lowered its 2020 EMU 
GDP growth forecast by just 0.1 pp to 3.9%, perfectly in 
ƭƛƴŜ ǿƛǘƘ h9/5Ωǎ ŜǎǘƛƳŀǘŜ

» The ECB did not introduce any formal Yield Curve 
Control, but Lagarde & co pledged to prevent a 
premature tightening of financial conditions

» PEPP (Pandemic Emergency Purchase Program) was 
initiated at EUR 1.35 trillion, but was extended in Dec, 
to 1.85 trl, and the bank should buy government bonds 
equalling 100 bn/month. The bank has still EUR 1.0 trl
left to buy. The bank has bought less than promised but 
the bank announced that it will buy significantly more 
the coming 3 months

ÅBond yields fell, especially in the periphery                          

EMU



ÅMainland GDP fell by 0.2% m/m in January, we exp. -0.5% 
(consensus -0.6%). Norges Bank assumed 0.1% in Dec MPR. 

» Once again fisheries & electricity, the two volatile and not business cycle 
correlated sectors, had a material impact on the headline figure: Ex these 
sectors, GDP grew by 0.1% in January 

» Production: Private servicesare no doubt hampered by restrictions, down 
1.1% m/m. Hotels/restaurants & culture entert. (each representing 2% of 
GDP!) reported a 9 ς11% setback! Transport servicesdown 4%, as was 
activity in trade. Manufacturingvalue added rose by 3.3%

» Demand: Exports x travel rose marginally, while consumption, Mainland & 
businessinvestments, and public demand. Lower imports, and a 2.7% of GDP
faster growth in inventories, saved the day, as domestic demand fell sharply 

ÅaŀƛƴƭŀƴŘ D5t ƛǎ Řƻǿƴ мΦр҈ Ǿǎ ǘƘŜ CŜō Ψнл ƭŜǾŜƭ

» The GDP level is 1.6% higher than NorgesBank assumed in Dec. Adjusted for 
the volatile electr./fisheries sectors, GDP is down 2.2% 

» Production: The 4 hard hit servicesare down 17% (business services) to 46% 
(hotels & restaurants). The total negative drag equals 3.1% of Mainland GDP. 
Other sectors are up, with trade, manufacturing & educationin the lead. 
Constructionis down 2%, even if housing investments are up 

» Demand:Norwegians are spendingŀƭƳƻǎǘ ǘƘŜ ǎŀƳŜ ƛƴ bƻǊǿŀȅ ŀǎ ƛƴ CŜō ΩнлΣ 
services down 13%, goods up 9%. Spending abroad has fallen by 93% 
(equalling 8% of disp. income), and the money is saved. Housing investments
are up. Mainland business investmentshave fallen by 7%, while oil 
investmentsare down 6% butboth are now trending upwards. Exportsex 
ǇŜǘǊƻƭŜǳƳ όŀƴŘ ǘƻǳǊƛǎƳύ ŀǊŜ ōŀŎƪ ǘƻ ǘƘŜ CŜō Ψнл ƭŜǾŜƭΦ Foreignersare not 
spending anything in Norway, a cut equalling  1.3% of Mainland GDP
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Mainland GDP flattened due to new corona restrict., still 1.6% above NoBa est

IƻǿŜǾŜǊΣ ǎǘƛƭƭ ōŜǘǘŜǊ ǘƘŀƴ ŜȄǇŜŎǘŜŘ ƛƴ WŀƴǳŀǊȅ ōǳǘ ƴŜǿ ΨƭƻŎƪŘƻǿƴǎΩ ƛƴ CŜō ϧ aŀǊŎƘ Ƴŀȅ ōŜ ŦŜƭǘ

Norway



ÅActivity the past 3 months

» If we take the survey results literally, activity fell by a 0.3%to 
Nov-Jan, annualised vs the Aug-Oct level.Actual Mainland 
GDP grew at a 3.4% pace. 3 months ago, the network reported 
0,3% growth, while GDP rose by a 17% pace. Thus the 
Network is reporting close to useless data, at least if our 
National accounts are total off the mark (and they are not)

ÅExpectations for the coming 6 months

» The Network expect at 1.8% growth pace the next 6 months, 
we forecasted 2%. In Nov, the network expected a 0.2% 
growth pace. {ƘƻǳƭŘ ǿŜ Ǉǳǘ ŀƴȅ ǿŜƛƎƘǘ ƻƴ ǘƘŜ bŜǘǿƻǊƪΩǎ 
assessment of the next 6 months? 

» The Network might of course be right, even if vaccines will 
arrive in large quantities during Q2. The restrictions cannot be 
eased before late Q2, a 2 % growth pace is possible

ÁWe think a gradual opening will be possible before June, as the 
ΨwΩ ǿƛƭƭ ōŜ ǊŜŘǳŎŜŘ ǎƘŀǊǇƭȅ ƛŦ ǘƘŜ ǇǊƻƳƛǎŜŘ ǾŀŎŎƛƴŜǎ ŀǊŜ ŘŜƭƛǾŜǊŜŘ   

» Construction is expected to decline, so are oil related industries 
(just marginally). Other manufacturers are quite optimistic. 
Household services are very optimistic. Retailers do not expect 
ƳǳŎƘ ƎǊƻǿǘƘ ŦǊƻƳ ƘŜǊŜΣ ŦƻǊ ƎƻƻŘ ǊŜŀǎƻƴǎΣ ǘƘŜ ƭŜǾŜƭ ƛǎ ΨǘƻƻΩ ƘƛƎƘΦ

ÁEven if the growth outlook is muted indeed, companies revised their 
investment plans upwards ςand are now signalling growth!
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bƻǊƎŜǎ .ŀƴƪΩǎ bŜǘǿƻǊƪ ǎŜŜǎ ƭƛƎƘǘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǘǳƴƴŜƭ

However, the Network seems to continue to underestimate activity the past 3 months

Norway

Å Implications

» Norges Bank will probably draw the same conclusion as we 
do: This network is close to useless ςexcept for assessing 
the present mood among the respondents

ÅWe expect NorgesBank to lift its interest rate path 
substantially at Thursday, check details here
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The Network now signals (modest, though) growth in Mainland investments! 

After 3 quarters in the doldrums, businesses revised their investment plans up to above zero in Q1

ÅServices, which represents almost 50% of Mainland non-residential investments, were signalling unprecedented, 
dramatic cuts six months ago. Still, following a modest decline in Q2, actual investments rose in through H2

ÅOil services (not oil companies!) (9% of total) still plans cut, but far from aggressive

ÅManufacturers (12%) and retail trade (7%) have revised their investments plans further upwards ςand are signalling 
strong growth! 

ÅThe total Mainland investments index climbed to above the zero line ςsignalling growth 

Norway



ÅCPI-ATE (ex. energy and taxes) inflation flat at 2.7% in February; 
somewhat below consensus (2.9%) and our forecast (3.0%). Norges 
.ŀƴƪ ŜȄǇŜŎǘŜŘ нΦф҈ ό5ŜŎ atw ŦΩŎŀǎǘύ 

» Prices were unchm/m (s.a), down from +0.4% in January 

» Food, alcohol, rent, airline tickets and restaurants were all lower than 
we expected

» Inflation is below 2% for housing, clothing, alcohol, communication and 
airline tickets ςothers are still above

» Imported goods price inflation was up in Feb, but will recede further as 
NOK effect fades. Domestic services have slowed substantially

» Domestic inflation has slowed substantially but remains close to 3%

ÅTotal inflation accelerated 0.8 pp to 3.3%, in line with our ŦΩŎŀǎǘ, due 
to a lift in the annual inflation rate for electricity. 

ÅThe price outlook

» We expect inflation to slow the coming quarters as the NOK 
effect fades and wage inflation remains muted. Demand for 
goods will have to decline from a very high level, while the 
ΨōŜŀǘŜƴ Řƻǿƴ ǎŜǊǾƛŎŜǎΩ ǿƛƭƭ ǇǊƻōŀōƭȅ ƴƻǘ ƘŀǾŜ ǇǊƛŎƛƴƎ ǇƻǿŜǊ 
anytime soon, even if demand should pick up steam during 
Q2/Q3

» Anyway, CPI inflation will not have any material impact on Norges 
.ŀƴƪǎ ŀƴŘ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ǘƘŜ ŎƻƳƛƴƎ ƳƻƴǘƘǎΦ LǘΩǎ ŀƭƭ ŀōƻǳǘ ǘƘŜ 
Covid-19 impact on the real economy, and the outlook for the 
recovery. 

Core inflation held steady at 2.7% in February, lower than expected
Headline inflation up 0.8 pp to 3.3% y/y, as we assumed

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ35

Norway is the one and only that is surprising on the downside, says Citi

All other countries, regions are still surprising on the upside

Global economy

ÅChina (and Sweden)is next to the bottom of the list. Strong Chinese trade data 
lifted the surprise index past week

ÅThe Euro Zone is still far up on the list, even if the economy has slowed ςand the 
surprises have been less positive lately

ÅThe USis well into positive territory too

ÅOther EMs (x China), and UK are at the top of the list , well above their average 
level



ÅUSA

» The Fed will stand by its current monetary support policy, and will not be moved by inflation 
ŀƭŀǊƳƛǎǘǎ ƻǊ ǾŀŎŎƛƴŀǘƛƻƴ ǎǳŎŎŜǎǎΧ ȅŜǘΦ /ƘŀƛǊƳŀƴ tƻǿŜƭƭ ƘŀǎΣ ƻƴ ǎŜǾŜǊŀƭ ƻŎŎŀǎƛƻƴǎ ǎƛƴŎŜ ǘƘŜ ƭŀǎǘ 
meeting, stated that the policy will not change before maximum employment and medium-term 
ƛƴŦƭŀǘƛƻƴ ŀōƻǾŜ н҈ ŀǊŜ ǊŜŀŎƘŜŘΦ  IƻǿŜǾŜǊΣ CŜŘΩǎ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ ǘƛƳƛƴƎ ƻŦ ǘƘƛǎ ǘƻ ƘŀǇǇŜƴ ƛǎ ŎǊǳŎƛŀƭΦ 
The bank will have to revise its 2021 growth ŦΩŎŀǎǘsharply up, both due the vaccination outlook, 
and due the two huge stimulus packages that have been decided since Dec. The economy will be 
expected to return to its pre corona growth path far earlier than assumed in Dec (early 2022? vs 
ƭŀǘŜ нлноύΦ {ǳŎƘ ŀƴ όƛƴŜǾƛǘŀōƭŜύ ŀƴŀƭȅǎƛǎ ǿƛƭƭ ƴƻǘ ŘŀƳǇŜƴ ƳŀǊƪŜǘΩǎ ŜȄǇŜŎǘŀǘƛƻƴ ŦƻǊ CŜŘ ǘƻ ƳƻǾŜ ŦŀǊ 
earlier than the bank so far Ƙŀǎ ƛƴŘƛŎŀǘŜŘΣ ǿƘŀǘŜǾŜǊ ǘƘŜ Cha/ ƳŜƳōŜǊΩǎ Řƻǘ Ǉƭƻǘ όƛƴŘƛǾƛŘǳŀƭ CŜŘ 
ŦǳƴŘ ǇŀǘƘǎύ ŀƴŘ v9 ǎƛƎƴŀƭǎΦ LǘΩǎ ǘƘŜ ŜŎƻƴƻƳȅΣ ǎǘǳǇƛŘ 

» Retail sales skyrocketed in January, totally unexpected, even if the first round of stimulus cheques 
were distributed. 80% of the extra transfer was saved, and sales are expected down just 0.7% in 
February. The estimate seems quite optimistic, also due to the winter storms. Housingis booming 
as well, and a permits must collapse the alter our view. The manufacturing sector is booming, the 
ISM has not been better in 17 years. No reason to expect a bad February, and if it is, we blame the 
weather

ÅUK

» Bank of England is not expected send any new signals but would probably appreciate the 
successful vaccination process

ÅNorway

» NorgesBank will keep the policy rate unchanged at zero. However, we believe that the rate path 
will be lifted significantly, pushing the possibility of the first hike to Q3, from Q1 next year. If so, 
no surprise for the market, which has discounted that possibility by some 70%.  However, we 
expect the bank to signal an more rapid normalisation of the signal rate thereafter, by lifting the 
interest rate path by up to 50 bps by the end of 2023 (details next page)

» New home sales & housing starts were very like strong in February as well
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The Calendar

Fed will publish hawkish growth forecast but no policy change. NorgesBank will do both

Time Count. Indicator Period Forecast Prior

08:00NO Trade Balance Feb 23.1b

09:30SW CPIF Excl. Energy YoY Feb 1.6% 1.8%

13:30US Empire Manufacturing Mar 14.5 12.1

Tuesday Mar 16

05:30JN Industrial Production MoM Jan F 4.2%

10:00NO New Home Sales, Boligprod. Feb

11:00GE ZEW Survey Expectations Mar 74 71.2

13:30US Retail Sales Advance MoM Feb -0.7% 5.3%

13:30US Retail Sales Control Group Feb -1.1% 6.0%

14:15US Industrial Production MoM Feb 0.4% 0.9%

14:15US Manufacturing Production Feb 0.2% 1.0%

15:00US Business Inventories Jan 0.3% 0.6%

15:00US NAHB Housing Market Index Mar 84 84

Wednesday Mar 17

11:00EC CPI Core YoY Feb F 1.1% 1.1%

13:30US Building Permits Feb 1750k 1881k

13:30US Housing Starts Feb 1565k 1580k

19:00US FOMC Rate Decision Mar-17 0.00% 0.00%

Thursday Mar 18

10:00NO Norges Bank Rate Decision Mar-18 0.00% 0.00%

13:00UK Bank of England Bank Rate Mar-18 0.1% 0.1%

13:30US Initial Jobless Claims Mar-13 703k 712k

13:30US Philadelphia Fed Business Mar 24 23.1

15:00US Leading Index Feb 0.3% 0.5%

Friday Mar 19

00:30JN Natl CPI YoY Feb -0.4% -0.6%

06:00SW Home-Price Index, Valueguard 

08:00NO Housing Starts Feb

Monday Mar 15



What has changed since bƻ.ŀΩǎDec MPR?

ÅOn the upside 
» Global growth estimates have been revised sharply up

» Interest rates among our trading partners are on the way up

» The oil price (curve) is 14 USD higher than assumed by NoBa

» Vaccines will arrive earlier. Even though AstraZeneca once more 
have disappointed massively (possible blood clots, and other major 
likely miss cut vs promised on deliveries in Q2) the rollout will very 
ƭƛƪŜƭȅ ōŜ ŦŀǊ ŀƘŜŀŘ ƻŦ bƻǊƎŜ .ŀƴƪΩǎ 5ŜŎ ŀǎǎǳƳǇǘƛƻƴΣ ǿƛǘƘ ƭŀǊƎŜ ǇŀǊǘǎ 
of the population vaccinated before end of Q2 (or now early Q3) vs. 
Q4 in the Dec report. We applied the growth implications of an 
ŜŀǊƭƛŜǊ ƭƛŦǘƛƴƎ ƻŦ ǊŜǎǘǊƛŎǘƛƻƴ ŀǎ ƛƴŘƛŎŀǘŜŘ ƛƴ ǘƘŜ ΨƻǇǘƛƳƛǎǘƛŎΩ ǎŎŜƴŀǊƛƻ 
form NorgesBank in Dec. 

» Mainland business investmentswill be revised by more than 
justified by an earlier re-opening post corona, as will housing 
investments 

» Wage inflationwill be revised up by at least 0.3 pp

ÅNeutral
» Oil investments, the Dec forecasts are OK, as least if the oil price 

impact is included already

» Fiscal policy, even if a extra measures are decided, seems like NoBa
had expected most of it

ÅOn the downside
» NOKis 4% stronger than assumed

» The NIBOR-NoBadeposit spread will be revised up by some 5 bps
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Norges Bank preview: Another (large) lift in the interest rate path, >50 bps?

The signal rate will be kept unchat 0.0% but the first hike(s) will be signalledin H2-21, from H1-22

ÅWe expect the Bank to lift its interest rate pathby up to 50 bps, or 
ŜǾŜƴ ƳƻǊŜ όŀǎ ƻǳǊ ΨƳŜŎƘŀƴƛŎŀƭΩ ǘŀōǳƭŀǘƛƻƴ ƛƴŘƛŎŀǘŜǎΣ ƭŜǎǎ ǘƘŀƴ ǘƘŜ Cw!ǎ 
have added since the Dec meeting

Å Our Q3 and Q4 estimates implies a 50/50 chance for a Sept hike(the 1 
bp in NoBaavgin Q3), and 50/50 for a 2. hike i Dec, given a hike in 
Sept, or a 100% for a hike in Dec, given no hike in Sept

Å²Ŝ ƘŀǾŜ ǇŜƴŎƛƭƭŜŘ о ƘƛƪŜǎ ǇŜǊ ȅŜŀǊ ǘƘǊƻǳƎƘ Ψнн ŀƴŘ Ψно

Changes in the interest rate path from 

the December NoBa meeting

Impact

bps

Domestic demand (incl oil price), capacity util. 52

Money Market (money market, lending spreads) -5

Prices, wages 15

Foreign factors 11

NOK -20

Judgement (surveys, fin. stab, global risk etc) 7

Sum 60
Changes in NOK FRA's since Dec 65

Interest rate paths

SB1M est Change Fair FRA *) FRA NoBa -

Path 4-20 Path 1-21 bps @IMM, NoBa now FRA

Q4 20 0.00 0.00 0.00

Q1 21 0.00 0.00 0.00 0.43 0.44           -0.01 

Q2 21 0.00 0.00 0.00 0.36 0.37           -0.01 

Q3 21 0.00 0.01 0.01 0.49 0.51           -0.02 

Q4 21 0.00 0.16 0.16 0.66 0.70           -0.03 

Q1 22 0.09 0.34 0.25 0.84 0.89           -0.04 

Q2 22 0.21 0.52 0.31 1.02 1.05           -0.02 

Q3 22 0.36 0.70 0.34 1.20 1.19           0.01

Q4 22 0.51 0.88 0.37 1.38 1.31           0.07

Q1 23 0.66 1.06 0.40 1.56 1.43           0.13

Q2 23 0.77 1.24 0.47 1.72 1.52           0.20

Q3 23 0.86 1.39 0.53 1.87 1.59           0.28

Q4 23 0.93 1.54 0.61 2.02 1.68           0.34

*) Assuming a 35 bps NIBOR spread



Highlights

The world around us

The Norwegian economy

Market charts & comments
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Covidmeasures dampened the Chinese economy in Jan/Feb, no reason to worry

No weakness in manufacturing or investments, just in retail sales & service sector production

ÅChina reported a full Jan/Feb data set this morning, which was not 
scheduled in our calendars! No time for analysis, just a look at the 
headlines! 

» Fixed investments were scheduled this morning, see more nest 2 pages

Å Industrial production rose 0.7% in both Jan & Feb. Measured y/y, 
production is up 35%, expected 30% but thesey/y data are noe
ΨƛƳǇƻǎǎƛōƭŜΩ ǘƻ ŎŀƭƛōǊŀǘŜΦ tǊƻŘǳŎǘƛƻƴ is well above the pre-corona 
trend path, and is growth faster. Growth will now most likely slow

ÅService sector production grew by 0.6% in Jan, as in Dec, but slowed 
to 0.1% m/m in Feb, clearly due to the muted festive New Year 
season. Activity is anyway back to the pre-corona growth path

ÅRetail sales volumes fell by 1.9% m/m in Jan and grew by just 0.6% 
in Feb, according to our calc. We assume the Lunar New Year holiday 
is to blame for the weak start of the year. Measured y/y, sales were 
far above expectations

ÅCPI inflation has falling sharply, and prices are down 0.2% y/y (from 
above +5% at the peak) as pork prices are heading down. Supportive 
for real household demand, of course. Producer prices rose further 
in February

Å Investments rose 2.4% m/m in both Jan and Feb, faster than over 
the previous months. The gap vs. the pre-corona trend is almost 
closed. Measuredy/y investments were 3 pp lower than expected

ÅCredit growthrecovered in both Jan & Feb

ÅExportswere record strong in Jan/Feb, and imports are more than 
hY όǊŜǇƻǊǘŜŘ ƛƴ ƭŀǎǘ ǿŜŜƪΩǎ aŀŎǊƻ ²ŜŜƪƭȅύ

In sum: Covidmeasures kept the economy somewhat back during the 
festive season but no reason to expect further weakness

China: The main takes
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Nominal investments up up 2.4% m/m in both Jan & Feb, gap almost closed

Investmentsare 4.2% above the Dec-19 level, and just marginally below the pre corona growth path

ÅMeasured ytd, investments are up 38%, higher than the expected 35%. These growth numbers are of course due to the 25% setback 
in Jan/Feb last year

ÅGrowth had been slowing m/m since peak growth in March but accelerated slightly in Jan & Feb

ÅIn real terms, investments are up approx. by the same amount as in nominal terms (due to lack of an updated investment price index,
we utilise a mix of a producer price index, and a GDP deflator)

China
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Stronghomesalesin February,startsare trending up, both at very high levels
Newhomesalesrosesharplyin Jan,while startsfell marginally.Otherconstructionstarts fell in Feb

ÅNon-residential construction starts are still trending up, and Feb sales data signals no weakness 

ÅThe decline in other building starts is not dramatic and volatility in our even well seasonal adjusted data around year end 
is not unusual
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No credit squeeze in January & February

Credit growth has accelerated moderately at the start of 2021

Å In Feb total credit grew at a 11% rate (m/m, annualised), down from 12% in Jan. Smoothed, the underlying rate may be some 10%, down from 13% duringlast 
spring (and >15% during some months). A 10% growth rate is above trend growth in nominal GDP

» Total credit rose by RMB 1.7 trl expected 0.9 trl (not seasonally adjusted, total social financing, including central & local government  bond, and  corporate equities). 
Seasonally adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 2.3 bn, down from 2.6 bn in Jan

» Bank loans rose by 1.5 trl, but seasonally adjusted 1.9 trl, an the highest growth rate since last February 

Å Total credit is still up 0.2 pp to 12.5% y/y, substantially above normal income growth, banks loans are up 13.2%. The shadow banking market contributes with 
some ¼ of the total

Å Until recently, some feared that the Chinese authorities would push to hard at the brake, in order to reduce the risk for a further build-up of a possible debt 
bubble. Still, they do not want to strangle the economy ςwhich the strong January & February data signals!
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Credit growth curve showed signs of flattening

Χ ŀǘ ŀ ǊŀǘƘŜǊ ƘƛƎƘ ƭŜǾŜƭ

ÅOver the past year, total credit has expanded by CNY 29 trlΣ ŜǉǳŀƭƭƛƴƎ нр҈ ƻŦ D5t όŜǾŜƴ ōŜŦƻǊŜ ǘƘŜ vм Ψнл ŎƻƭƭŀǇǎŜύ

ÅBanks supplied CNY 20 trl of the y/y increase

ÅLocal governments have not yet accelerated their borrowing by much, at least not in the bond market, still up 3.7 bn y/y

ÅOther credit ςvia the shadow credit market x local gov bonds has gained traction over the past year

ÅTotal credit growth at 12.5% is well above trend nominal GDP

China



44

The credit impulse has peaked ςbut far from in tightening mode 

A moderate pressure at the brake pedal is reasonable, given strong growth and a high dept/GDP ratio

Å A positive credit impulse implies that the credit growth/GDP ratio is increasing (the 2nd derivative of credit vs the GDP level) 

» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in the Chinese economy

ÅThe credit impulse has been in the positive territory since late 2019, but may be peaking. At least growth slowed somewhat ς
but not further in Jan/Feb
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Interest rates not on the way up ςand PBoCdoes not want to tighten sharply

Some turbulence in late January, probably due to technicalities
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Chinese core inflation at 0% y/y ςnot problematic

The headline CPI y/y up 0.1 pp to -0.2%, beating expectations at -0.3%. The core fell 0.1% m/m

ÅTotal annual CPIgrowth has fallen from above 5% in early 2020 to -0.2% in Feb, expected -0.3%. The steep decline in headline CPI is due to a 
partial reversal of the ultra high pork prices last year. In February, they did contribute further on the downside. 

ÅFood pricesfell by 1.0% m/m as pork prices fell 14%. Food prices are up 0.2% y/y. However, the latter is trending down following the 130% price 
ƛƴŎǊŜŀǎŜ ŘǳŜ ǘƻ ǘƘŜ ΨǇƛƎ ƳŀǎǎŀŎǊŜΩ όǎǿƛƴŜ ŦƭǳύΣ ŀƴŘ ǇǊƛŎŜǎ ŀǊŜ ǎǘƛƭƭ ǳǇ ŀƭƳƻǎǘ млл҈Σ ŀƴŘ ǿƛƭƭ ǇǊƻōŀōƭȅ ŎƻƴǘƛƴǳŜ ǘƻ ŘŜŎƭƛƴŜ ǎǳbstantially over time 

ÅThe core, ex food & energy price index rose by 0.3 pp, and is flat y/y 

ÅLow inflationsupport real income growth. Monetary policywill not respond at low inflation per se, the real economy is more important

China










































































































































































