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The virus

ÅMost countries are still reporting more covid-19 cases: However, growth is slowing, no doubt due to new restrictions 
which have reduced mobility in several countries, Norway included. 

ÅIn NorwayΣ ǘƘŜ ΨwΩ Ƴŀȅ ƘŀǾŜ ŦŀƭƭŜƴ ǘƻ мΦн ƭŀǎǘ ǿŜŜƪ ƻǊ ŜǾŜƴ ƭƻǿŜǊ ōȅ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǿŜŜƪΣ ŦǊƻƳ мΦр ŀǘ ǘƘŜ ǇŜŀƪΦ !ƴ ΨwΩ 
at 1.1 would be acceptable as there is not that long before vaccines are arriving in much larger quantities. An R at 1.2 
is a borderline case, an R at 1.4, which is still the official number, means we are just a very few weeks away from 
reaching serious hospital capacity constraints, even at a national level

» The Norwegian hospitalisation rate has increased, perhaps to 4%, even if the oldest segments of the population are already 
vaccinated. The more aggressive mutations are no doubt to blame

ÅIn the US & UKthe pace of vaccination is impressive, and in the US the no. of cases is not increasing, even if mobility 
now picks up

ÅVaccinations in both the EU & Norway may be slowed down due to the blood clot incidents which are caused by 
!ǎǘǊŀ½ŜƴŜŎŀΩǎ ǾŀŎŎƛƴŜΦ [ǳŎƪƛƭȅΣ ƻǘƘŜǊ ǾŜƴŘƻǊǎ ǿƛƭƭ ǊŀƳǇ ǳǇ ŘŜƭƛǾŜǊƛŜǎ ǘƘǊƻǳƎƘ !ǇǊƛƭ ŀƴŘ aŀȅ

ÅThe main risk going forward: The vaccines are not able to cope will with the new variants of the virus and that the  
previously infected with other strains of the virus will not be immune vs. the new variants

Last week 1: The still challenging corona story.  However, a Norwegian R at 1.2?



ÅUSA 
» The Federal Reserve kept the signal rate unchanged at 0% ς0.25%. The Bank lifted its growth forecast as expected, by 2.3% to 6.5% y/y in Q4-21 

vs the Dec forecast. Since last June, the GDP path has been revised by more than 5%!GDP will be back on the pre-pandemic path in Q4-21 (and 
not in Q1-24), and will be almost 2% above in Q4-23. Last June, the Fed assumed GDP would be 4% below. Unemployment is revised down, and 
inflation up, to above 2% the coming 3 years. So everything has changed? No, the Fed reiterated that the policy rate will be kept unchanged until 
2024, the same forecast as last June (at least the median FOMC member forecast, some more members expect the policy rate to be lifteŘ ƛƴ Ωнн 
ƻǊ Ψно όǘƘŜ ŀǾŜǊŀƎŜ vп-23 ŦΩŎŀǎǘis 0.3%). Powell stressed that bank will not hike before actual inflation has reached 2%, and is expected to stay 
above for some timeΦ ¢ƘŜ ƳŀǊƪŜǘ ǉǳŜǎǘƛƻƴǎ ǘƘŜ ōŀƴƪΩǎ ǘƛƳƛƴƎ ŦƻǊ ǘƘŀǘ ǘƻ ƘŀǇǇŜƴΦ м ƘƛƪŜ ƛǎ ŘƛǎŎƻǳƴǘŜŘ ƛƴ нлннΣ о ōȅ ǘƘŜ ŜƴŘ ƻŦ ΩноΣ н ƳƻǊŜ ǘƘŀƴ 
ǘƘŜ ƳŀǊƪŜǘ ŜȄǇŜŎǘŜŘ о ƳƻƴǘƘǎ ŀƎƻΦ [ƻƴƎ ƎƻǾΩǘ ōƻƴŘ ȅƛŜƭŘǎ ǎǳǊƎŜŘ ŦǳǊǘƘŜǊΣ ǘƘŜ млȅ ǘƻ мΦтп҈Σ ŀǎ ōƻǘƘ ƛƴŦƭŀǘƛƻƴ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘreal yields rose. 
The former at 2.31% is the highest since 2013. The 10y real yield at -0.57% is up 50 bps from the bottom, but is still extremelylow. Is the Fed 
ƭƻǎƛƴƎ ǘƘŜ ƳŀǊƪŜǘΩǎ ŎƻƴŦƛŘŜƴŎŜΚPartly, at least. The obvious risk: Higher bond yields, and an even more aggressive Fed, more QE/Yield curve 
control. If actual inflation at that stage turns up, all bets are off. For sure, stagflation is not our main scenario, but the risk is regrettably >0

» Retail salesfell much more than expected (3%) in February, partly due the harsh winter weather but Jan was revised 2 pp up to 8% (core). No
stimulus cheques in February but the USD 1,400/person support was distributed in early March. Housing startsfell, partly for the same reason 
but the decline was broad region wise, and permits fell too. Higher mortgage rates may be the culprit but the lag is normallylonger 
IƻƳŜōǳƛƭŘŜǊǎΩ ƛƴŘŜȄ fell, and they blamed higher lumber prices but the index remains at a high level. Manufacturing productionfell by 3%, far 
more than expected. However, given the strong manufacturing surveys, no reason to worry

» ¢ƘŜ tƘƛƭŀŘŜƭǇƘƛŀ CŜŘΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǊǾŜȅrose to the 2ndƘƛƎƘŜǎǘ ƭŜǾŜƭ ŜǾŜǊ ƛƴ aŀǊŎƘΣ Ƨǳǎǘ aŀǊŎƘκ!ǇǊƛƭ Ωто ǿŀǎ ōŜǘǘŜǊΦ tǊƛŎŜǎ ŀǊŜ ǎǳǊƎƛƴƎ ŀǎ 
well. b¸ CŜŘΩǎsurveyǊƻǎŜ ǘƻƻΦ Lƴ CŜōǊǳŀǊȅΣ ǘƘŜ L{a ƛƴŘŜȄ ǿŀǎ ŀǘ ǘƘŜ ƘƛƎƘŜǎǘ ƭŜǾŜƭ ǎƛƴŎŜ нлмпΣ ŀƴŘ ǘƘŜ ΨȅƻǳƴƎΩ taL ǿŀǎ ŎƭƻǎŜ ǘƻ !¢I

ÅUK
» Bank of England still deems the outlook to be unusually uncertain, and policy was kept unchanged; the signal rate at 0.1% and the QE program 

at £894 bn

ÅNorway
» NorgesBank kept the policy rate unchanged at 0%, and lifted the interest rate path by up to 27 bps, and is now signalling a 50% probability for a 

Sept hike (as we expected), and 25% a second hike in Dec (we expected 50%). The change lifted bƻ.ŀΩǎpath close to the pre-meeting FRA rates 
until Q1-23, then NoBa yielded. In the long end of the curve, NoBalifted its curve by up to 40 bps less than we expected, a 1.36% signal rate in 
Q4-24 is still a very low rate, we think, and the risk is still at the upside. The interest rate was lifted for the same reasonswe assumed, vaccines 
are arriving earlier, global growth is revised up, rates abroad are up, the oil price is higher, domestic demand will strengthen, wage inflation will 
ōŜ ƘƛƎƘŜǊΦ ! ǎǘǊƻƴƎŜǊ bhYΣ ŀƴŘ ǎǳōǎǘŀƴǘƛŀƭ ΨƧǳŘƎŜƳŜƴǘΩ ǇǊŜǾŜƴǘŜŘ ǘƘŜ .ŀƴƪ ŦƻǊ ƘƛƪƛƴƎ ƛƴ June. Market rates & the NOK rose just marginally, and 
the NOK fell later on Tuesday due to a decline in the oil price ςand interest rates rose less than they declined the days before the NoBameeting

» Mixed February housing data; SSB reports high housing starts, Boligprodusentenefar less. However sales are better, the homebuilders assoc. 
reports. Total construction starts is flat y/y, housing up, non-residential down

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

As we expected, growth in Norway is now very likely slowing amid lower mobility

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 a bit

ÅLƴ bƻǊǿŀȅ ƎǊƻǿǘƘ Ƙŀǎ ŎƭŜŀǊƭȅ ǎƭƻǿŜŘΣ ǘƘŜ ΨwΩ ǿŀǎ мΦн ƭŀǎǘ ǿŜŜƪΣ ŀƴŘ ǇǊƻōŀōƭȅ ōŜƭƻǿ ǘƘŀǘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǿŜŜƪΦ !ƴ ΨwΩ ŀǘ мΦм
will be sufficient to keep the level of infections at a reasonable level until vaccines soon arrives in large quantities 

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 most places

Covid-19



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

ÅNorway is still reporting a 25% growth rate last week, down from above to 50% 
per week, ƛƳǇƭȅƛƴƎ ŀƴ ΨwΩ ŀǘ 1.2 - or even lower at the end of last week

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

ÅThe no. of hospitalised patientsand deathsare lagging, and are still down almost 
everywhere. In addition, we have already seen some impact on death rates 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, but some have some challenges vs. both the South 
African & the Brazilian versions. And new mutants may very well turn up

6

Still more countries on the way up than down 

Few countries are reporting very high infection numbers, except someEast European countries

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

Vaccinations: EU is still lagging the UK & the US 

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

Covid-19

Sum doses

And even more so 
in the UK



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

Data from FHI, VG, international media 8

AstraZeneca is still not cleared for use in Norway, and in some other countries

¢ƘŀǘΩǎ ƴƻǘ ŎǊƛǘƛŎŀƭ ŦƻǊ ǘƘŜ Ǌƻƭƭƻǳǘ ōǳǘ ƴƻǘ ǇƻǎƛǘƛǾŜΦ ¢ƘŜ ōƛƎ ǘŜǎǘΥ ²ƛƭƭ ǘƘŜ !ǇǊƛƭ ǊŀƳǇ-up happen?

ÅNorway may reach a pace of vaccination at 
4% of the population per week in April, 
ǿƘƛŎƘ ǿƛƭƭ ǊŜŘǳŎŜ ǘƘŜ ΨwΩ όŦƻǊ ŀ ƎƛǾŜƴ ǎƻŎƛŀƭ 
interaction) quickly

Covid-19
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Norway: The hospiltalisationrate has increased, probably due to the new viruses

Even if the oldest segment of the population is vaccinated

ÅThe infection curve is hopefully now bending. If notΧ
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New restrictions lowers mobility in Norway, especially in Oslo

aƻǎǘ ƭƛƪŜƭȅΣ Ƴƻōƛƭƛǘȅ ƛǎ ƴƻǿ ǎǳŦŦƛŎƛŜƴǘƭȅ ǊŜŘǳŎŜŘΣ ǘƘŜ ΨwΩ ƛǎ ŎƻƳƛƴƎ ŘƻǿƴΗ 

Covid-19
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Curfew in Italy, while France, Belgium, Norway & others lowers mobility

On the other hand: the US is on the way up, as are Spain & UK. The virus still dictates 

ÅSeveral European countries are still reporting low 
mobility, including UK, the Czech Rep, Ireland and 
Portugal

Covid-19
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Hospitalisations on the way down almost everywhere, US down 70%! 

Italy is the exception, and a new curfew is enacted. And of course the Czech Rep, at ATH (again)

Covid-19

ÅSome increase in hospitalisationsin Spain, Ireland too



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

13

The deaths: The Czech Rep has peaked, a sharp decline elsewhere

Except for Italy, where a curfew was introduced again

Covid-19
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Jan retail sales, industrial production on the way up

Manufacturing production steady on the way up

ÅRetail sales rose 0.4% in Jan even if sales in Europe collapsed, and Chinese sales fell significantly.  An 8% US leap saved the 

day. Sales are 2.4% above the pre-corona level

ÅManufacturing production probably climbed almost 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, in sum a flattening recent months, during 2nd/3 rd wave

Manufacturing production is still on the way up

ÅChinese retail sales were weaker than we expected in Jan, and lowered the outcome by almost 0.5 pp vs. our forecast. 

However, US sales were revised upwards, and global sales rose by 0.4%

ÅGlobal manufacturing production rose in January, but the February print may be the first with a negative sign since last 

April, as US production fell by 3% m/m. However, the strongest US manufacturing surveys in decades (Phil Fed the highest 

in almost 50 years!), and strong surveys in Europe and elsewhere signal a further trend upwards

India

Global economy
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European restaurants still locked down, while the Americas is opening up

Some US states not far below a normal level. 

ÅTake-away and no-reservation US restaurants not included in Open-Table restaurant reservation data

Global economy
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Global airline traffic on the way up

Still 33% down vs. the pre-pandemic (2019) level. US passenger traffic down 40%, but up 100% vs Jan
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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 an 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 most others. However, GDP fell in both France & Italy 

ÅIn 2020, China grew by 2.1%, New Zealand 0.2%, 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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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

ÅIndustrial production rose 0.7% in both Jan & Feb. Measured 
y/y, production is up 35%, expected 30% but these y/y data are 
ƴƻǿ ΨƛƳǇƻǎǎƛōƭŜΩ ǘƻ ŎŀƭƛōǊŀǘŜΦ tǊƻŘǳŎǘƛƻƴ ƛǎ ǿŜƭƭ 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. Still, 
measured y/y, sales were 1.8 pp aboveexpectations

ÅCPI inflationhas slowed 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

ÅInvestments 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. Measured y/y investments were 3 pp lower 
than expected

ÅCredit growthrecovered in both Jan & Feb, no credit squeeze

ÅExportswere record very strongin Jan/Feb, and imports are 
more than OK

In sum: Covid measures held parts of the economy somewhat 
back during the festive season but no reason to expect further 
weakness

China: The main takes



ÅThe target rate was left unchanged at 0-0.25%, as expected, and 
the majorityof FOMC members expects an unchanged signal rate 
at least trough 2023, like they did in Dec last year. No change on 
QE either, USD 120 bn per month in Treasury bonds (80 bn) and 
mortgage bonds (40 bn)

ÅThe assessment of the current state of the economy was adjusted 
upwards, and growth projectionswere revised sharply upwards, 
unemployment down, and inflation up, check next page

ÅPowell reiterated that rates will not be hiked before inflation has 
reached 2%, and is expected to stay above 2%. He stressed the 
ζŦǳƴŘŀƳŜƴǘŀƭ ŎƘŀƴƎŜ ƛƴ ƻǳǊ ŦǊŀƳŜǿƻǊƪ ƳŜŀƴǎ ǿŜΩǊŜ ƴƻǘ ƎƻƛƴƎ ǘƻ 
act pre-ŜƳǇǘƛǾŜƭȅ ōŀǎŜŘ ƻƴ ŦƻǊŜŎŀǎǘǎΦ ²ŜΩǊŜ ƎƻƛƴƎ ǘƻ ǿŀƛǘ ǘƻ ǎŜŜ 
actual data»

Å¢ƘŜ ƛƴŘƛǾƛŘǳŀƭ Cha/ ƳŜƳōŜǊǎΩ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŀǘƘ όǘƘŜ Řƻǘ Ǉƭƻǘύ 
reveals that the mood is gradually changing. 4 of 18 members 
assume a hike in 2002, up from 1 in Dec, and 7 assumes a hike in 
2023, up from 5. In June, 2 more, and the median one tick up?

ÅMarkets may have expected a somewhat less dovish signal from 
the FOMC or comments from J Powell. Interest rates fell 
marginally, and the equity marked surged ςno hikes before 2024, 
at the earliest!  However, interest rates surged both Thursday & 
Friday

ÅThe market does not believe in the Federal Reserve anymore
For good reasons, we think. Will confidence in the Fed erode 
further? No unlikely, and quite worrisome  21

Growth up, unemployment down, inflation up. But zero interest rate until 2024

More FOMC members expect hike in 2022 (4 vs. 1 in Dec of 18), or in 2023 (7 vs 5 in Dec)

ÅThe market is discounting the hike in Q4 2022. 
Following a steep lift in rates Thursday & Friday, the 
market is now discounting 3 hikes by the end of Q-
2023, 2 more than what was expected in Dec-20!

USA
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Big time revision of economic forecasts. GDP soon back on track (and then above)

Since last June the FOMC has lifted its GDP path by 5%. Still NO change in its interest rate path

Å The 2.3% upward revision of the Ψнм D5t ŦΩŎŀǎǘwas the second largest ever. GDP is expected to return to the pre-corona trend pathin Q4-21, and not Q1-24, 
as implied by the Dec projection. From 2022 GDP is expected to stay abovethe p-c trend path. From last June, the path is revised up by 5%, and then the 
economy was expected to remain 4% belowthe p-Ŏ ǘǊŜƴŘ ΨŦƻǊŜǾŜǊΩΦ bƻǿΣ ǘƘŜ ŜŎƻƴƻƳȅ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ǎǘŀȅ ŀƭƳƻǎǘ н҈ ŀōƻǾŜ ǘƘŜ Ǉ-Ŏ ǘǊŜƴŘ ΨŦƻǊŜǾŜǊΩ

Å Unemploymentin Q4-21 was revised down by 0.5 pp 4.5%, and is expected to decline further to 3.5% 2023, lower than the assumed NAIRU at 4.0%

Å PCE core inflationis expected accelerate to 2.2% by Q2-21, but then return to 2% in 2022, and then slightly up to 2.1% in 2023. These forecasts signal that the 
Fed is serious vs. its aim to average inflation at 2% over time, by allowing inflation to stay above 2%, if it has been belowthe target. In addition, Powell 
ΨǇǊƻƳƛǎŜǎΩ not to hike on forecasts of higher inflationbut will wait until actual inflation has come up to 2%, and is assumed to remain above 2%

Å The long term neutral Fed funds rate is assumed to be 2.5% (unch). Thus, the bank plans a substantial monetary stimulus the coming years
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/ƘŀƛǊƳŀƴ tƻǿŜƭƭ ǊŜƛǘŜǊŀǘŜŘ ǘƘŜ CŜŘΩǎ ŘƻǾƛǎƘ ǎǘŀƴŎŜ ƻƴ ƳƻƴŜǘŀǊȅ ǎǳǇǇƻǊǘΧ

Χōǳǘ ƳŀǊƪŜǘǎ Ƨǳǎǘ ǎƘǊǳƎƎŜŘ ƛǘ ƻŦŦΣ ƻƴŎŜ ŀƎŀƛƴΦ  Lǎ ǘƘŜ CŜŘ ƭƻǎƛƴƎ ƛǘǎ ƎǊƛǇΚ

ÅFollowing the recent rise in yields, Fed chairman Jerome 
Powell tried to reassure marketsthat monetary support 
ǿƻǳƭŘ ōŜ ǳǇƘŜƭŘ ŀƴŘ ǘƘŀǘ ǘƘŜ CŜŘ άǿƛƭƭ ōŜ ǇŀǘƛŜƴǘέΣ ŜǾŜƴ ƛŦ 
the Fed conducts major revisions of its growth & 
unemployment forecast, and lifts its inflation forecasts  

ÅHowever, markets were not convinced, not this time 
either. Market is discounting the Fed to hike in Q4 22, and 
not in 2024

ÅLong term rates rose sharply Thursday & Friday, the 10 y 
gov bond yield to 1.74%

ÅAre we witnessing a lack of confidence ƛƴ CŜŘΩǎ ǇƻƭƛŎȅ 
stance? Close to, and this is not a good sign. Lack of 
ŎƻƴŦƛŘŜƴŎŜ ƛƴ CŜŘΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ƪŜŜǇƛƴƎ ƛƴŦƭŀǘƛƻƴ ƭƻǿ  
increases the risk for a further increase in long bond yields 
ςand a higher risk for a stagflation scenario

ÅShould that happen, all bets are off. The Fed could wage a 
war on the market, increasing QE sharply in order to force 
long bond yields down 

ÅIf inflation at that stage picks up steam, even more bets are 
ƻŦŦΦ ! Ψ±ƻƭƪŜǊ ƳƻƳŜƴǘΩ Ŏŀƴƴƻǘ ōŜ ǊǳƭŜŘ ƻǳǘ ŀǎ ƴŜǿ ƘŀƴŘǎ 
at one stage will take the helm at the Fed. Under a 
president Trump?? 

ÅThe Fed should no doubt have lifted its interest rate 
forecast in order to strengthen its credibility. 
Check more here on the implication for asset allocation 
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A tad colder in February but good reasons to expect a much hotter spring!

Most indicators surprised at the downside in February but the coming months will be strong

ÅRetail sales(goods) up almost 8 % in 
January, and fell 3% in Feb, at least partly 
due winter storms. The level is anyway OK

ÅBuilding permits fell 10%, still remaining at 
a high level

ÅInvestment ordersex aircrafts/defence are 
up 8% vs last Jan, and flat including aircrafts. 
Feb data out this week

ÅExportsremain below par but are still on the 
way up, now just 3% below Jan last year, Feb 
data this week

ÅRestaurant sales are down 17% (in value 
terms), but will increase sharply the coming 
months

ÅEmploymenthas flattened, and is still 6% 
below Jan 2020 level. The weakness is 
mostly due to a sharp contraction in 
employment in the hotel/restaurant sector 
but not a growth story elsewhere either

ÅNowcastersare now signalling 6% growth 
(annualised) in Q1 ςor up 1.5%. If so, GDP is 
ŀƭƳƻǎǘ ōŀŎƪ ǘƻ ǘƘŜ vп Ψмф ƭŜǾŜƭ ςstill, of 
course, below the pre-corona growth path

USA
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Retail sales down 3% in February ςbut Jan sales revised up 2.2 pp to +7.6%!
Stimulus checks spent in Jan; bad weather curbed sales in Feb; new checks, new rebound in March?

Å Total nominal salesfell by 3.0%, expected -0.5% (No help from all big data ςor are the economists just not in touch, just like in January?)

» ¢ƘŜ ǊŜǾƛǎƛƻƴ ƻŦ Wŀƴ ǎŀƭŜǎ Řŀǘŀ ƛǎ ΨŎǊŀȊȅΩΦ hǊƛƎƛƴŀƭƭȅΣ ŜŎƻƴƻƳƛǎǘ ŜȄǇŜŎǘŜŘ м҈ ƎǊƻǿǘƘ ƛƴ WŀƴΣ ƴƻǿ ǘƘŜ ŦƛƎǳǊŜ ƛǎ тΦс҈

Å Core sales of goods (=control group, excludes auto, gasoline, building materials & restaurants) in Jan rev. up to +8.7%, from 6%. The 3.5% setback in Feb is 
ΨƛǊǊŜƭŜǾŀƴǘΩΣ ǘƘŜ ƭŜǾŜƭ ƛǎ ǎƪȅ ƘƛƎƘΗ0

Å Check details next page, sales were down everywhere but still huge discrepancies between sectors ςrestaurant (incl, in the total) is still down 17%

ÅWe expected the February number to come down somewhat after the surge in Jan, but the cold weather in Texas and across the Great Plains pulled the figure 
down even further

» tǊŜǎƛŘŜƴǘ .ƛŘŜƴΩǎ ¦{5 мΣплл ŎƘŜŎƪǎ ǿƛƭƭ ōŜ ǎŜƴǘ ƻǳǘ ƛƴ aŀǊŎƘ όǘƻǘŀƭ ƻŦ ¦{5 пллҌ ōƴύ ςsafe to say that could impact retail salesin the next couple of months

USA
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Please check this Phil Fed survey: Just March, April 1973 better than March 2021!

And input prices are rising faster than anytime since 1982. Output prices sharply up too

ÅSo what is going on??

ÅActivity is rising from a level that is not low, neither are prices

Å¢ƘŜ Ƴŀƛƴ ƛƴŘŜȄ ǎƘƻǘ ǳǇ ǘƻ рмΦуΣ ŜȄǇŜŎǘŜŘ ǳǇ ǘƻ ноΦн ŦǊƻƳ ноΦм όΗύΦ ¢ƘŜ ƭŜǾŜƭ ƛǎΧǉǳƛǘŜ ǎǇŜŎƛŀƭΦ 
» The average of the most relevant sub-indices are just as strong as the headline (general assessment)
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Housing building permits down 10.8% in Feb, but still the 2nd best in 15 years

Starts also down 10.3% m/m, level still OK

ÅBoth permits and starts were slightly lower than expected. However, both are at high levels ςand permits are at the highest since 
2006 (but still below the late 2005peak)

» Starts are up 17% y/y

» Permits signal more starts

ÅHousing starts are not at high level per capita vs. history. However, ƭƛƪŜ ƛƴ ŀƭƭ ƻǘƘŜǊ ǊƛŎƘ ŎƻǳƴǘǊƛŜǎΣ ŀǎ ǘƘŜ ΨŎƻǳƴǘǊȅ ƛǎ ōǳƛƭǘΩΣ ŀǘ ƭŜŀǎǘ ƛƴ 
many cities,and population growth is slowing. Housing starts have been trending downwards in most countries over several decades 

» However, not in Norway the past 30 years. Because we love our homes (and our low interest rates, vs our income expectations)

USA



ÅNorges Bank kept the key policy rateunchanged at 0%, as expected. 
However, the rate pathwas significantly lifted once more, and pretty 
close to the FRA-curve (table to the lift, chart next page)

Å The Dec MPR indicated the first rate hike in Q1 2022, the Bank now 
signals a 50% chance for a hike in Sept-21, and given a hike in Sept, a 
25% chance of another hike in Dec. No hike in Sept will mean that a 
Dec hike is evident very likely, even a 50 bps is partly priced in

ÅVaccineƴŜǿǎΣ ǎǘǊƻƴƎŜǊ ƎǊƻǿǘƘ ƻŦ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΩ ŜŎƻƴƻƳƛŜǎ όǊŜŀŘΥ 
US stimulus package), a further rise in house prices, higher prices and 
wages, high savings rates (indicating future spending), as well as a 
significantly higher oil price contributed to the rate path adjustment. 
The output gap will be fully closed by end of Q4-21,and not in Q2-22, 
which also explain the change of timing of the first rate hike (more 
details next page)

» Norges Bank stresses the uncertainty regarding the vaccines and the impact on 
the economy 

ÅEven if bƻ.ŀΩǎpath was very close to the FRA-curve, the FRAs rose by 
up to 2-5 bps & the NOK immediately appreciated some 0.6%. In the 
front end, our ŦΩŎŀǎǘwas close to bƻ.ŀΩǎpath but at the far end, NoBa
was far more dovish than we expected. Our Q4-23 forecast was 42 bps 
ǘƻƻ ƘƛƎƘΗ .ǳǘ ǿŀƛǘ ŀƴŘ ǎŜŜΧ

Å²Ŝ ŜȄǇŜŎǘ ŘƻƳŜǎǘƛŎ ŘŜƳŀƴŘ ŦƻǊ ǎŜǊǾƛŎŜǎ ǘƻ ΨŜȄǇƭƻŘŜΩ ŀǎ ǎƻƻƴ ŀǎ ǘƘŜ 
virus is brought under sufficient control and restrictions eased, and we 
therefore expect NoBa to raise the interest rate path further at their 
June meeting, eventually in September

ÅThus, there is still an upside risk in the short end of the curve
28

Norges Bank to lift rates 1-2 times in H2

50% chance of a hike in September, 25% for another hike in December

Norway

Interest rate paths
Change SB1M Fair FRA *) FRA NoBa -

Path 4-20 Path 1-21 bps f'cast @IMM, NoBa pre meet. FRA

Q1 21 0.00 0.00 0.00 0.00 0.42

Q2 21 0.00 0.00 0.00 0.00 0.36 0.35      0.01

Q3 21 0.00 0.01 0.01 0.01 0.46 0.44      0.03

Q4 21 0.00 0.13 0.13 0.16 0.63 0.62      0.02

Q1 22 0.09 0.31 0.22 0.39 0.80 0.79      0.02

Q2 22 0.21 0.48 0.27 0.56 0.96 0.95      0.01

Q3 22 0.36 0.63 0.27 0.73 1.08 1.09      -0.00 

Q4 22 0.51 0.75 0.24 0.90 1.19 1.21      -0.02 

Q1 23 0.66 0.86 0.20 1.07 1.29 1.33      -0.03 

Q2 23 0.77 0.96 0.19 1.24 1.37 1.42      -0.05 

Q3 23 0.86 1.03 0.17 1.39 1.43 1.50      -0.07 

Q4 23 0.93 1.09 0.16 1.51 1.50 1.55      -0.05 

Q1 24 1.16 1.57 1.61      -0.04 

Q2 24 1.23 1.64

Q3 24 1.30 1.70

Q4 24 1.36 1.76

*) Assuming a 35 bps NIBOR spread from Q2-21

Q4 FRAs adjusted for liquidity prem
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The new path spot on market FRAs but rates still rose margianally

FRAs up approx. 5 bps on rate decision, following a somewhat larger decline just before NoBameeting

ÅThe FRA curve had retreated somewhat in the week before the NoBa meeting, likely on the basis of increased spread of the virus in Norway along 
with über-dovish central banks among the trading partners. The Bank, however, was firm in its belief that the virus is at the end of the road

» FRAs rose by up to 5 bps, and the NOK rose slightly  - before being dragged down by a lower oil price last later last Thursday

ÅWe expect Norges Bank to start hiking in September,based on 3 assumptions

1) A successful rollout of vaccines that makes it possible to reopen most of the service sector as the no. of hospitalisations and deaths are reduced during H1

2) A rapid recovery in domestic demand for the re-opened services

3) No meltdown abroad ςno further vaccine complications

Norway
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NoBa: The virus will be brought under control and growth is imminent

The output gap will be closed by the end of 2021, house prices will continue upwards 

ÅMainland GDP ŦΩŎŀǎǘ ǊŜǾƛǎŜŘ ǳǇ лΦм҈ ǘƻ оΦу҈ ŦƻǊ нлнмΤ ŦΩŎŀǎǘ ŦƻǊ 
ҌлΣо҈ ǘƻ оΦп҈ ƛƴ ΨннΤ ŀƴŘ ǘƘŜ ŦΩŎŀǎǘ ŦƻǊ нлно ƛǎ ǊŜǾƛǎŜŘ Řƻǿƴ ǘƻ 
1.1% from 1.5%

ÅMainland business investmentswere revised sharply up, as we 
expected.Oil investmentsare expected to decline less than 
indicated in the Dec. report. Household consumptionis revised 
Řƻǿƴ ƛƴ ΩнмΣ ǳǇ ƛƴ Ψнн

ÅThe unemploymentrate ŦΩŎŀǎǘfor 2022 was revised marginally 
down. A gradual decline to a normal unempl. level is expected by 
2022 

ÅThe output gap is now expected to be closed by the end of Q4-
21. In the Dec MPR the gap was forecasted to close in Q2-2022

ÅWage inflation is expected at 2.4% in 2021 and 2.6% in 2022, up 
0.3% and 0.4% respectively 

ÅThe NOK has appreciated and the forecast is lifted by 4.5%

ÅEven if the output gap and wage inflation is revised up, core CPI 
inflation is expected to slow faster than expected in the Dec 
MPR. The Bank argues that lower imported inflation will dampen 
inflation. We think this ŦΩŎŀǎǘis the most uncertain in the report

ÅHouse price inflation is expected at 10.1% this year and will then 
subside to 3% next year, according to the bank, who had to 
substantially raise house price expectations for the fourth time

ÅThe Bank expects credit growth to be somewhat higher than 
growth in disposable income. Household savingsare expected 
down 9 pp the coming years, supporting a strong recovery in 
private consumption (almost entirely abroad, that is)

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ31

Oops, some weak data last week

A broad decline, and more than can be explained by cold weather in parts of US. The level still high

Global economy

ÅBarring Canada, the surprise index is down everywhere last month ςbut the global 

average is still very strong, far above average

ÅUK and EMUis at the top of the list 

ÅEmerging markets x China still surprise on the upside

ÅThe USsurprise index fell sharply due to weak housing, retail & manufacturing data

ÅChina (and Japan) at the bottom of the list



ÅPMI

» The preliminary PMIs will return the first glimpse into global economic activity in March. 
We expect growth to remain strong in the US, where the Phil Fed index shot up to the 
highest level since 1973 (!), with price indices surging. European manufacturers are 
blooming, while services are struggling ςand weak numbers are expected in March too. 
The global PMI rose sharply in February, and signal growth at least on trend

ÅUSA

» Durable orders have surprised on the upside recent months, especially investment goods 
orders that are far above the pre-pandemic level. At one stage growth will slow, but  
probably not the coming months

» Personal spending shot up 2.4% in January, as some 20% of the USD 600 cheques 
distributed (stimulus bill no. 1) in early January were spent. Jan will be revised up (like 
retail trade), but spending very likely fell in February ςbut will still remain strong. The 2nd

ōƛƭƭΩǎ ¦{5 мΦплл ŎƘŜǉǳŜǎ ŀǊŜ ŀƭǊŜŀŘȅ ŘƛǎǘǊƛōǳǘŜŘΣ ŀƴŘ ǎǇŜƴŘƛƴƎ ǎƘƻǳƭŘ ƎŜǘ ŀ ōƻƻǎǘ ƛƴ 
March. The savings rate is still far above normal level, ready to finance spending on re-
opened services from Q2  

ÅNorway

» 9ǾŜƴ ƛŦ ǎƻƳŜ плΩ ǇŜǊǎƻƴǎ ƳƻǊŜ ǘƘŀƴ ƴƻǊƳŀƭ Ƙŀǎ ŦƛƭŜŘ ŦƻǊ ƧƻōƭŜǎǎ ŎƭŀƛƳǎ ǎƛƴŎŜ bƻǾŜƳōŜǊΣ 
NAV unemploymenthas remained flat, seasonally adjusted. Weekly continued claims 
data signal in March but the recent restrictions may have increased the inflow in the latter 
part of the month

» Credit growth is accelerating but very slowly, we are not witnessing a credit boom even if 
interest rates are record low 
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The Calendar

March prelim. PMIs, US durable goods & personal spending, NAV unemployment 

Time Count. Indicator Period Forecast Prior

13:30US Chicago Fed Nat Activity Index Feb 0.72 0.66

15:00US Existing Home Sales Feb 6.50m 6.69m

Tuesday Mar 23

08:00UK ILO Unemployment Rate 3MthsJan 5.2% 5.1%

13:30US Current Account Balance 4Q -$188.8b -$178.5b

15:00US New Home Sales Feb 876k 923k

Wednesday Mar 24

01:30JN PMI Manufacturing Mar P 51.4

08:00UK CPI Core YoY Feb 1.4% 1.4%

09:15FR PMI Manufacturing Mar P 56.4 56.1

09:15FR PMI Services Mar P 45.5 45.6

09:30GE PMI Manufacturing Mar P 60.6 60.7

09:30GE PMI Services Mar P 46.5 45.7

10:00EC PMI Manufacturing Mar P 57.9 57.9

10:00EC PMI Services Mar P 46.0 45.7

10:00EC PMI Composte Mar P 49.1 48.8

10:30UK PMI Manufacturing Mar P 55.0 55.1

10:30UK PMI Services Mar P 51.0 49.5

13:30US GDP final est/details 4Q T 4.1% 4.1%

13:30US Durable Goods Orders Feb P 0.8% 3.4%

13:30US Cap Goods Orders Nondef Ex AirFeb P 0.6% 0.4%

14:45US PMI Manufacturing Mar P 59.5 58.6

14:45US PMI Services Mar P 60.1 59.8

16:00EC Consumer Confidence Mar A -14.5 -14.8

Thursday Mar 25

13:30US Initial Jobless Claims Mar-20 738k 770k

Friday Mar 26

08:00NO Credit Indicator Growth YoY Feb (4.9) 4.90%

08:00NO Hotel guest nights Feb

08:00UK Retail Sales Inc Auto Fuel MoMFeb 2.1% -8.2%

09:30SW Retail Sales MoM Feb 3.4%

10:00GE IFO Expectations Mar 95.1 94.2

10:00NO Unemployment Rate Mar 4%(4.1) 4.3%

10:00NO Total unempl. '000 Mar 128.6 128.5

13:30US Advance Goods Trade BalanceFeb -$85.6b -$83.7b

13:30US Personal Income Feb -7.0% 10.0%

13:30US Personal Spending Feb -0.7% 2.4%

13:30US PCE Core Deflator YoY Feb 1.5% 1.5%

Monday Mar 22
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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

ÅIndustrial production rose 0.7% in both Jan & Feb. Measured 
y/y, production is up 35%, expected 30% but these y/y data are 
ƴƻǿ ΨƛƳǇƻǎǎƛōƭŜΩ ǘƻ ŎŀƭƛōǊŀǘŜΦ tǊƻŘǳŎǘƛƻƴ ƛǎ ǿŜƭƭ 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. Still, 
measured y/y, sales were 1.8 pp aboveexpectations

ÅCPI inflationhas slowed 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

ÅInvestments 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. Measured y/y investments were 3 pp lower 
than expected

ÅCredit growthrecovered in both Jan & Feb, no credit squeeze

ÅExportswere record very strongin Jan/Feb, and imports are 
more than OK

In sum: Covid measures held parts of the economy somewhat 
back during the festive season but no reason to expect further 
weakness

China: The main takes
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Industrial production up 0.7% in Feb, level 3.5% abovethe pre-corona trend

ÅProduction is 8.3% above the Dec 19 level and some 3.5% abovea reasonable pre-corona growth path. Rather 
impressive!
» The officially reported growth was 35.1% y/y, while our calculated growth was 45.9% -ƻƴŎŜ ŀƎŀƛƴ ΨǎƛƭƭȅΩ ƴǳƳōŜǊǎ

» As the production level is above the pre-corona growth path we do not expect industrial production to keep growing faster than trend 
growth, at some 0.5% per month. Both supply and demand may be limiting factors

China
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! ƎƻƻŘ ǇƛŎǘǳǊŜ ƻŦ ǘƘŜ ŜŦŦŜŎǘǎ ƻŦ ƭŀǎǘ ȅŜŀǊΩǎ ƭƻŎƪŘƻǿƴΣ ōǳǘ ƴƻǘƘƛƴƎ ƳƻǊŜ

But the trend is reassuring

ÅAll construction inputs are back at brisk pre-corona growth paths(plate glass a tad below)

China
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Construction record strong but may have plateaued 

Demandfor steel still strong

China
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Electricity production & transport activity are both above pre-covid trend paths

Electricity production up 33% y/y in February, and not just due to the low base effect

ÅTransport activity (goods - seaports & railway) has recovered too, both at ATHs

China
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Retail sales down to trend in January, but rose in February

Sales fell by 1.9% in volume terms in Jan, from high level in Nov/Dec, up 0.6% in Jan ςnow on trend

ÅThe unusual declinein January (although nothing like the huge drop last February ), was probably both due to a 
ΨƴƻǊƳŀƭƛǎŀǘƛƻƴΩ ƻŦ ǎŀƭŜǎ ςfrom a high level in Nov/Dec, but possibly also lower activity due to the muted festive New Year 
season (covid restrictions on travel)

ÅSale volumes grew by 0.6% in February, a normal growth rate.  Sales are anyway now back on the pre-corona trend, and it is 
therefore not surprising that m/m growth slows somewhat

ÅThe official annual sales (value) rose 33.8% y/y (not shown in the chart), 1.8 pp higher than expected. Our value growth 
estimate, based on published monthly seasonally adjusted growth rates is 16.8% - and our volume estimate is up 17.4% y/y. 

China



ÅThe target rate was left unchanged at 0-0.25%, as expected, and 
the majorityof FOMC members expects an unchanged signal rate 
at least trough 2023, like they did in Dec last year. No change on 
QE either, USD 120 bn per month in Treasury bonds (80 bn) and 
mortgage bonds (40 bn)

ÅThe assessment of the current state of the economy was adjusted 
upwards, and growth projectionswere revised sharply upwards, 
unemployment down, and inflation up, check next page

ÅPowell reiterated that rates will not be hiked before inflation has 
reached 2%, and is expected to stay above 2%. He stressed the 
ζŦǳƴŘŀƳŜƴǘŀƭ ŎƘŀƴƎŜ ƛƴ ƻǳǊ ŦǊŀƳŜǿƻǊƪ ƳŜŀƴǎ ǿŜΩǊŜ ƴƻǘ ƎƻƛƴƎ ǘƻ 
act pre-ŜƳǇǘƛǾŜƭȅ ōŀǎŜŘ ƻƴ ŦƻǊŜŎŀǎǘǎΦ ²ŜΩǊŜ ƎƻƛƴƎ ǘƻ ǿŀƛǘ ǘƻ ǎŜŜ 
actual data»

Å¢ƘŜ ƛƴŘƛǾƛŘǳŀƭ Cha/ ƳŜƳōŜǊǎΩ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŀǘƘ όǘƘŜ Řƻǘ Ǉƭƻǘύ 
reveals that the mood is gradually changing. 4 of 18 members 
assume a hike in 2002, up from 1 in Dec, and 7 assumes a hike in 
2023, up from 5. In June, 2 more, and the median one tick up?

ÅMarkets may have expected a somewhat less dovish signal from 
the FOMC or comments from J Powell. Interest rates fell 
marginally, and the equity marked surged ςno hikes before 2024, 
at the earliest!  However, interest rates surged both Thursday & 
Friday

ÅThe market does not believe in the Federal Reserve anymore
For good reasons, we think. Will confidence in the Fed erode 
further? No unlikely, and quite worrisome  40

Growth up, unemployment down, inflation up. But zero interest rate until 2024

More FOMC members expect hike in 2022 (4 vs. 1 in Dec of 18), or in 2023 (7 vs 5 in Dec)

ÅThe market is discounting the hike in Q4 2022. 
Following a steep lift in rates Thursday & Friday, the 
market is now discounting 3 hikes by the end of Q-
2023, 2 more than what was expected in Dec-20!

USA
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Big time revision of economic forecasts. GDP soon back on track (and then above)

Since last June the FOMC has lifted its GDP path by 5%. Still NO change in its interest rate path

Å The 2.3% upward revision of the Ψнм D5t ŦΩŎŀǎǘwas the second largest ever. GDP is expected to return to the pre-corona trend pathin Q4-21, and not Q1-24, 
as implied by the Dec projection. From 2022 GDP is expected to stay abovethe p-c trend path. From last June, the path is revised up by 5%, and then the 
economy was expected to remain 4% belowthe p-Ŏ ǘǊŜƴŘ ΨŦƻǊŜǾŜǊΩΦ bƻǿΣ ǘƘŜ ŜŎƻƴƻƳȅ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ǎǘŀȅ ŀƭƳƻǎǘ н҈ ŀōƻǾŜ ǘƘŜ Ǉ-Ŏ ǘǊŜƴŘ ΨŦƻǊŜǾŜǊΩ

Å Unemploymentin Q4-21 was revised down by 0.5 pp 4.5%, and is expected to decline further to 3.5% 2023, lower than the assumed NAIRU at 4.0%

Å PCE core inflationis expected accelerate to 2.2% by Q2-21, but then return to 2% in 2022, and then slightly up to 2.1% in 2023. These forecasts signal that the 
Fed is serious vs. its aim to average inflation at 2% over time, by allowing inflation to stay above 2%, if it has been belowthe target. In addition, Powell 
ΨǇǊƻƳƛǎŜǎΩ not to hike on forecasts of higher inflationbut will wait until actual inflation has come up to 2%, and is assumed to remain above 2%

Å The long term neutral Fed funds rate is assumed to be 2.5% (unch). Thus, the bank plans a substantial monetary stimulus the coming years
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Fed lifts inflation forecast to above 2% the coming 3 years

Q4-21 inflation expected to 2.2%, from the 1.8% estimate in Dec (and actual 1,5% now)

ÅLast year the FOMC introduced its new price level target. The bank aims to reach an average rate of inflationof 2% over 
time. If inflation has been below 2%, annual inflation should be allowed to stay above 2% in order lift the price level up 
to the long term 2% path

ÅFor the first time since the new strategy was announced, the FOMC now expects core inflation to overshoot 2%, and is 
strongly signalling that it does not intend to hike rates as a result of that

USA
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¦ƴŜƳǇƭƻȅƳŜƴǘ ƻƴŎŜ ƳƻǊŜ ǊŜǾƛǎŜŘ ŘƻǿƴΣ ǿƛƭƭ ǊŜŀŎƘ ǘƘŜ ΨƴŀǘǳǊŀƭ ǊŀǘŜΩ ƛƴ vп-22

How come the unemployment Q4-23 esthas been almost unch. since June, while GDP is up 5%?

USA

ÅFed expects an unemployment rate at the end of 2021 
at 4.5%, down from its 5% Dec projection
» Last June, the bank assumed an Q4-21 unemployment rate at 

6.5%

ÅThe Q4-23 unemployment forecasts have been quite 
similar from June last year, even if the GDP forecast has 
been revised up by 5%. The longer run trend growth is 
still assumed the be the same, at 1.8% per year
» Either the FOMC deems there is much more spare capacityin 

the US labour market than it thought last June (or in 
December) 

» or that productivity growth will surge the coming 3 years, by 
some 1.7% more per yearthan the bank assumed 9 months 
ago

» Or of course a combination of the two alternatives

» We think both alternatives are rather optimistic
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Cha/Υ v9 Ψǳƴǘƛƭ ǎǳōǎǘŀƴǘƛŀƭ ŦǳǊǘƘŜǊ ǇǊƻƎǊŜǎǎ ƛǎ ƳŀŘŜΩ ǘƻǿŀǊŘǎ ǘŀǊƎŜǘ ƛƴŦƭΦ

No yield curve control but the large QE program continues

ÅFederal Reserve will increase its holdings of Treasury bonds and 
agency mortgage-backed bonds by USD 120 bn/month (80 + 40), 
which has been the pace so far in 2021

ÅUSD 120 bn/month equals 7% of GDP per year, a substantial 
share of the net increase in government og mortgage-backed 
ōƻƴŘǎΦ {ƛƴŎŜ ƭŀǎǘ CŜōǊǳŀǊȅΣ ǘƘŜ CŜŘΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ 
by 15% of GDP (and now equals an unprecedented 35% of GDP)

» Just so you know: In the land of the free, and home of the brave, it is 
the central bank that is securing funding of the housing market

ÅThe Fed is not too worried about the recent hike in long term 
government bond yields. Like on earlier occasions, they rather 
ǊŜŦŜǊǊŜŘ ǘƻ ǎǳǇǇƻǊǘƛǾŜ ΨŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴǎΩ ŀǎ ŀ ŎǊƛǘŜǊƛŀ ŦƻǊ ŘƻƛƴƎ 
something 
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