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The virus
ÅGood newsfrom most corners of the world. However, UK reported a steep risein new infections last week, and that the 

Indian variant has gained a large market share (50 ςтр҈ύΦ {ƻƳŜ ƻǘƘŜǊ Ƴǳǘŀƴǘǎ Ƴŀȅ ōŜ ŀǊƻǳƴŘ ǘƻƻΦ {ƻ ƛǘΩǎ ŎƭŜŀǊ ǿƘŜǊŜ ǘƘŜ 
ŎƻǊƻƴŀ Ǌƛǎƪ ǊŜƳŀƛƴǎΣ ƛǘΩǎ ǘƘŜ Ƴǳǘŀƴǘǎ

ÅMobility is rising everywhere in DM as the negative drag from corona restrictions/cautious behaviour are easing

Last week:



ÅChina
» The NBS PMI rose marginally in May, due to a small increase in services. The manufacturing index fell marginally. The NBS survey 

signal a 8% growth path

ÅUS
» The PCE (consumption) deflator rose 0.7% m/m, and by 3.1% y/y, 0.1 ς0.2 pp above expectations. The April price levelis on line or 

just marginally below Fed 2% price level target path. Still, the Fed can take comfort that the prices increases are not widespread, and 
ǘƘŜ ǘǊŀƴǎƛǘƻǊȅ ǎǘƻǊȅ ƛǎ ƴƻǘ όȅŜǘύ ŘŜŀŘΦ IƻǿŜǾŜǊΣ ǘƘŜ Ǌƛǎƪ ǇƛŎǘǳǊŜ Ƙŀǎ ŎƘŀƴƎŜŘ ŀƴŘ ǘƘŜ ΨǘŀǇŜǊƛƴƎΩ ŘƛǎŎǳǎǎƛƻƴ ǿƛƭƭ ǇǊƻōŀōƭȅ ǎǘŀrt in 
earnest at the June meeting ςwithout any precise schedule, in order to prepare markets on the inevitable (if growth keeps up), that 
the QE program will be gradually scaled back not before too long. Check our 16 pages analysis on US inflation

» Household spending flattened in April, while income fell by as just few stimulus cheques were distributed, and the savings rate 
collapsed. Still, the savings rate is still at almost 15%, as just 30% of the stimulus cheques are spent. Bank accounts are stil l swelling: 
The wall of money is build even higher

» Corporate profitsflattened in Q1, according to National Accounts, as profits before government subsidies rose sharply while those 
subsidies were cut back. Even so, S&P 500 profits surged 25% q/q in Q1. The medium term profit outlook is muted as unemployment 
probably will decline rapidly

» Durable ordersfell marginally in April, due to trouble in the auto sector (probably due to lack of semi-conductors). Investment goods 
orders still on the way up

» House prices are surging, at or close to or record high rates. New home sales fell, probably mostly due to lack of supply, at least of 
completed homes. 

ÅEMU
» Economic confidence rose sharply to a record high level in May, signalling strong growth

ÅSweden
» The KI business sentiment surveyrose to the highest level, ever. GDP was 1% below the pre-pandemic level in Q1, but March was 

0.5% above 

ÅNorway
» NAV unemploymentŦŜƭƭ ǎƘŀǊǇƭȅ ƛƴ aŀȅΣ ƴŜǿ ƧƻōƭŜǎǎ ŎƭŀƛƳǎ ŀǊŜ ΨŎƻƭƭŀǇǎƛƴƎΩΣ ŀƴŘ ǘƘŜ ƛƴŦƭƻǿ ƻŦ ƴŜǿ ǾŀŎŀƴŎƛŜǎ ƛǎ ǾŜǊȅ ƘƛƎƘΣ ŜǾŜƴ ƛƴ 
ǘǊŀǾŜƭκǘǊŀƴǎǇƻǊǘΗ ¦ƴŜƳǇƭƻȅƳŜƴǘ ŦŜƭƭ ōȅ мнΩ ǘƻ мллΩ ǘƘŜ ƎǊŀƴŘ ǘƻǘŀƭ -мнΩ ǘƻ мунΩΣ ŀƴŘ ǘƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǿŀǎ ǎƭƛƎƘǘƭȅ ōŜƭƻǿ 
bƻǊƎŜǎ .ŀƴƪΩǎ ŦƻǊŜŎŀǎǘΦ ²Ŝ ŜȄǇŜŎǘ ƳǳŎƘ ƳƻǊŜ ǘƻ ŎƻƳŜ ƛƴ WǳƴŜ ϧ WǳƭȅΣ ŜǎǇŜŎƛŀƭƭȅ ƛƴ hǎƭƻ

» The oil investment survey signals that investments have flattened ςand Norges Bank will probably have to revise its forecasts slightly 
upwards. Investments in manufacturinghas bottomed, while they are still falling in the power supply sector

» Retail sales rose by 0.3% in April ςand is 7% above the pre pandemic level, even if shops in Oslo and some other cities were closed 

Last week: The economy 
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The virus is losing (almost) everywhere ςbut UK is on the way up again?

New cases in India is falling rapidly, as mobility has fallen to a very low level

ÅUKhas reported a sharp increase in new infections, at least partly due to the new Indian mutant, which in some few weeks have gained a 50 - 75% 
ΨƳŀǊƪŜǘ ǎƘŀǊŜΩΦ ¢ƘŜ ƴŜǿ ǾŀǊƛŀƴǘ Ƴŀȅ ōŜ ǎƻƳŜ нл ς30% more contagious than the British variant (which was substantially more contagious than the 
original corona virus). We estimate that almost 70% of the total British population is vaccinated or have been infected, and the rate is increasing by 
just 1.5% per week. 
» Both AstraZenica& BioNTech/Pfizer protects well against the Indian version but first after the 2. dose. 3 weeks after the first doses, just 30% may be protected(vs. 50% 
ŀƎŀƛƴǎǘ ǘƘŜ .ǊƛǘƛǎƘ ǾŀǊƛŀƴǘύΣ ȅƛŜƭŘƛƴƎ ŀ ƳǳŎƘ ƘƛƎƘŜǊ ΨwΩ όǿƘƛŎƘ ƛǎ ŀǘ мΦр ƛƴ ¦Y ƴƻǿύΦ LŦ ǎƻΣ ǘƘŜ ǎƛƴƎƭŜ ŘƻǎŜ ǎǘǊŀǘŜƎȅ Ƴŀȅ ƘŀǾe some costs

» Still, the UK infection level is very low, just 5% of the Jan peak, and hospital occupancy is at 2% of the peak level (and isstill just flat)

Å In other rich countries, barring and uptick in Norway after the Constitution (party) day. The most recent infection data are better, and hospital 
occupancy is still falling 

Covid-19
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Mobility is trending rapidly upwards everywhere in DMs

Even India turned up last week ςfrom a low level

ÅMobility still some 10% below par ςwhich illustrates 
the substantial social & economic upside potential in 
the coming months
» In Q1, mobility was 25% below a normal level

Covid-19



ÅSeveral restrictions will be eased from May 26, implying 
increased activity in most of the badly hurt service 
sectors
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Mobility has flattened in Norway x Oslo

Some local covidoutbreaks, but (yet) not important at a national level

Covid-19



ÅThe remainingmeasureswill be easedwhenthe
immunity rates is sufficientlyliftet to keepeven
mutatedvirusesat bay

ÅNorway lifted manyrestrictionslast weekwhichis not 
yet recognisedby this survey

ÅData arefrom the Oxford Coviedstringencyproject, 
that at leastarethe best at hand
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Restrictionsare easedby most are still in place

Somehave smalleconomiccosts, othersmayhave more



We calculate the infected rate by assuming a 0.66% infection fatality rate, and a 90% immunity from infection. 
We assume those who have been infected are vaccinated in line with others 9

Vaccinations: Ups & downs, but the direction in EU/Norway is up

Few 1st dose vaccinations in Norway due to public holidays and more 2nd doses. Will soon change

ÅThe supply of BioNTech/Pfizer will soon 
accelerate sharply, and Norway will spend 
most of them for a first inoculation 

ÅNorway is not using AstraZeneca nor 
Johnson & Johnson vaccines and is now a 
laggard in Europe vs. total no of doses ς
and the gap will widen

Covid-19

Sum doses
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The recovery in the goods sector continues ςlevel up 4% vs pre Covid

Retail sales may have fallen in April, due to EMU & India. Still the trend is up

ÅRetail sales rose sharply in March, mostly due to the lift in US and partly also EMU retail sales. Our preliminary April estimate 
implies a small decline, due to a (likely) decline US, and probably in EMU and India. Global sales are some 4% above the pre-
pandemic level

ÅManufacturing production rose more than 1% in March, but probably slowed somewhat in April due corona trouble in India- and is 
4% above the pre-pandemic level

ÅGlobal foreign trade rose further in March, to 6% above pre Covid, according to CBP in Netherlands ςand the trend is straight 
upwards

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

EMU very likely surprised us at the downside in April (vs. our original est). A better May?

ÅGlobal manufacturing production grew some 1% in March, and probably slightly less in April

ÅRetail sale rose much more in March (2.6%, due to large gains in the US, EMU) but may have likely fallen in April, due to 

(expected) declines in EMU and India ςand an actual decline in US

India

Global economy
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The UK restaurants opened up their doors, and the guests turned up, en masse

At least according to OpenTable reservation data. The US is gradually returning to normality

ÅRestaurants still mostly closed in Germany and fully closed in Ireland, at least those who are tracked by OpenTable

ÅSales in restaurants in the US were down 2% in April vs. the Feb-20 level, far better than indicated by OpenTable data

Global economy
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Global airline traffic on the way up again? US straight up
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A 3% global GDP growth pace in Q1, level 0.4% above Q4-19

China in the lead, US only down 0.9% vs Q4-19. EMU down 5.5%, UK 8.7%

ÅFollowing an 8% growth pace in Q4, we estimate 4% growth 
through Q1 (1% not annualised)

» GDP growth in ChinaǎƭƻǿŜŘ ǘƻ ŀ ΨǘǊƛŎƪƭŜΩ όŀ нΦп҈ ǇŀŎŜΧύΣ ŀƴŘ 
GDP in the EMU contracted further

» In the US, GDP grew at a 6.4% pace, up from 4.3% in Q4 ςand 
the level is just 0.9% below GDP in Q4-19

» Swedenis just 1% below the Q4-19 level, Norway is 2.3% 
below

Global economy

ÅWhen measured vs. the pre-pandemic trend growth path, China 
is the only country above ςall other are below

ÅThe global economy is 3.2% below the pre-pandemic growth 
path ςand the negative output gap is substantial

ÅUS  is 3.9% below, EMU 7.2%, and UK 11%

ÅNorway is down 4.7% vs. 3.4% for Sweden, due to the different 
response to the 2nd wave (by Q4, the positions were the 
opposite)



15

The NBS slightly up in May, level signals decent growth

b.{Ω ŎƻƳǇƻǎƛǘŜ ҌлΦп Ǉ ǳǇ ǘƻ рпΦтΣ Řǳ ǘƻ ŀƴ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ǎŜǊǾƛŎŜ ǎŜŎǘƻǊ taL

ÅThe manufacturing index fell by 0.1 p, to 51.0, expected unchanged

ÅThe service sector index rose by 0.3 p to 55.2, marginally better than expected

ÅWe expect GDP growth to accelerate in Q2 vs the sub-par growth in Q1, but followed by a gradual slowdown in H2
» The activity level is above the pre-pandemic trend

» Credit policy is tightened 

China PMI
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Core PCE up 0.7% in April, 3.1% y/y, above consensus ςto the highest in 30 years

ΧŀƴŘ ǘƘŜ CŜŘ Ƙŀǎ ǇƭŜŘƎŜŘ ǘƻ ǎǘŀȅ ŎŀƭƳΣ ǘƻ ǿŀƛǘ ŀƴŘ ǎŜŜ

ÅThe core price deflatorrose 0.7% in April, 0.1 pp more than 
expected. The previous months were slightly revised up. In Q1 
prices rose 2.5%, up from initially reported 2.3%. In April last year 
core prices fell by 0.4%. Thus, the annual rate rose to 3.1% from 
1.9% (rev from 1.8%) ς0.2 pp 0.2 pp above expectations. 

» Last April the annual inflation was 0.9%. Since April 19, the average inflation 
ǊŀǘŜ Ƙŀǎ ōŜŜƴ нΦл҈Σ ǎǇƻǘ ƻƴ CŜŘΩǎ ǘŀǊƎŜǘ 

ÅTotal PCE deflatorrose by 0.6%, and the annual rate accelerated 
1.2 pp to 3.6%, as expected 

US Inflation
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Most prices up in April too, recreational services, durable (autos) 

{ǘƛƭƭ ǳƴŎƭŜŀǊ ǿƘŀǘ ƛǎ ŘǳŜ ǘƻ ŀ ΨǊŜƻǇŜƴƛƴƎ ǎǳǊƎŜΩ ςand what is permanent

ÅUsed car prices rose sharply, as measured by the PCE ςand the price level is probably higher than a long term 
equilibrium 

ÅHealth care costs have increased sharply recent months 

ÅMedical products & cell phone services became cheaper in  May (too)

US Inflation
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¢ƘŜǊŜ ŀǊŜ ǎǘƛƭƭ ǎƻƳŜ ǇƻǎǎƛōƭŜ όŀƴŘ ƴƻǘ ǳƴǊŜŀǎƻƴŀōƭŜύ ŜȄŎǳǎŜǎΧ

There are still just some few goods/services that have done the heavy lifting

ÅThe trimmed PCE mean is at 1.8%, and ƭƻǿŜǊ ǘƘŀƴ ƻƴŜ ȅŜŀǊ ŀƎƻΦ ¢ƘŜ ǘǊƛƳƳŜŘ ƳŜŀƴ ƛǎ ǇǊƻōŀōƭȅ ǘƘŜ ōŜǎǘ ƎŀǳƎŜ ƻŦ ΨǳƴŘŜǊƭȅƛƴƎέ t/9
ÅAn index for typical acyclicalcore PCE goods & services are up 3.3%, up from -0.5% in April last year. The 2 y avgis at 1.4%
ÅThe cyclical core PCE at 3.1%, as it was one year ago: inflation for these goods & services have been at a high level quite long ςbut it 

has not become worse

ÅIn the CPI, almost all of the lift in core CPIhas been due to prices on good & services that normally are flexibleςand they are more 
up than since 1982. However, these prices are flexible both ways, and the cycles are normally short. The sticky components of the CPI 
is up 2.4%, belowthe average recent years. For inflation really to take hold, these sticky prices have to accelerate (like from 1973). 
However, the flexible component has contributed substantially to keep inflation low the past 8 years

US Inflation
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The long inflation history: Warshave createdinflation

¢ƘŜ мфтлΩƛŜǎ the mainexception(but US wasengagedin a war in Vietnam)

ÅInflation has been 3% in average 
since year 1900 ςand  -0.7% in to 
1900 from 1800

ÅInflation has been above 3% over 
some time 3 times when the US has 
been at war, with itself or others

ÅThe 4th inflation wave, in the 
мфтлΩƛŜǎΣ ǘƘŜ ¦{ ǿŀǎ ŜƴƎŀƎŜŘ ƛƴ ǘƘŜ 
Vietnam war but not comparable to 
the earlier wars. The US abolished 
the Bretton Wood fixed exchange 
rate cooperation /gold exchange 
standard (not a gold standard vs. 
the public) 1971 ς73

ÅTheΨǿŀǊƻƴ ǘƘŜ ǾƛǊǳǎΩ Ƴŀȅ ƻŦ ŎƻǳǊǎŜ 
turn out to be an inflation trigger. 
Will it?

ÅMoreon US inflation the next 10 
pages

US Inflation
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5ƻŜǎ DƻǾŜǊƴƳŜƴǘΩǎ ŘŜōǘ ŎǊŜŀǘŜ ƛƴŦƭŀǘƛƻƴΚ ¸ŜǎΣ ŘǳǊƛƴƎ ǿŀǊǎ

¢ƘŜ ΨōŀŘ ǇƻƭƛŎȅΩ ǊŜƎƛƳŜ ƛƴ ǘƘŜ мфтлΩǎ ǿŀǎ bh¢ ŎŀǳǎŜŘ ōȅ ŀ ǎǘŜŜǇ ƛƴŎǊŜŀǎŜ ƛƴ DƻǾΩǘ ŘŜōǘ

ÅThe Debt/GDP ratio fell during the 
ΨмфтлΩǎΣ ŀƭǘƘƻǳƎƘ ǘƘŜ ƎǊƻǿǘƘ ƛƴ 
nominal GDP was high, partly due 
to an expansionary fiscal policy

US Inflation
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Money vs. inflation: «Money» is rather lagging than leading CPI inflation 

In anything, prices are leading «money», not laggingςand correlation has been weak since 2000

US Inflation



There are some red lights blinking! 

ÅGrowth in moneyin the US has been extreme, mostly 
due to an extreme fiscal policy, the government debt 
has leapfrogged and has been financed by Federal 
wŜǎŜǊǾŜΩǎ ŜȄǘǊŜƳŜ QE program

ÅThe intellectual climate has changed: Fear of public 
deficits or inflation has faded. The Modern Monetary 
Theorymay legitimate an even more expansionary 
fiscal policy than we have seen over the past years, 
which at one stage may have an impact on inflation

ÅWe are witnessing extreme shortagesin the global 
supply chain, delays in delivery times, and extreme 
increases in raw material prices, and companies are 
reporting extreme increases in input and output prices

ÅAt the same time, US businesses are reporting extreme 
shortages of labour, and the authorities a record high 
number of unfilled vacancies

ÅThe inflation risk is certainly larger than we have been 
witnessing for the past few decades

What could happen?
ÅMoney, deficits & debt or QEdo not create inflation by 

themselves (and even not together)

ÅRaw material prices/corporate marginsnever rise 
ΨŦƻǊŜǾŜǊΩ ƻǊ ŜǾŜƴ ŦƻǊ Ƴŀƴȅ ȅŜŀǊǎ ςand margins do not 
ΨŜȄǇƭŀƛƴΩ ǎǳǎǘŀƛƴŜŘ ǎǳǊƎŜǎ ƛƴ ƛƴŦƭŀǘƛƻƴ όŎƘŜŎƪ ƻǳǊ 
analysis in Macro weekly no. 20/21)

Å²ƘŀǘΩǎ ƴŜŜŘŜŘ ǘƻ ǇǳǎƘ ƛƴŦƭŀǘƛƻƴ ǎǳōǎǘŀƴǘƛŀƭƭȅ ǳǇΣ ƻǾŜǊ 
time
» Strong aggregate demand (private + public)

» Tight labour marketsover several quarters, at least in the 
start of the wage/price spiral

» Lack of confidence in the monetary regimeor at least  
low/moderate inflation outlook

» No adjustment in fiscal or monetary policy

» No market reaction(or market reaction supressed by public 
measures (like QE, yield curve control)

ÅIn the first round, the main uncertainty is not whether 
demand will be strong or not ςit will (savings are 
extreme etc). The question is whether most of the 
millions US workers who left the US labour market 
during the pandemic will return, at current wage 
offerings, during the coming few months 
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So, what now? The US labour market will decide

So far, mostly a US history. But the fate of most financial markets are decided in the US
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The Fed vs. inflation: We believe there will be talk about tapering in June

Fed now aims for 2% inflation over time: ǿŜΩǊŜ ǘƘŜǊŜΣ ƻǊ ǉǳƛǘŜ ŎƭƻǎŜ ǘƻ

ÅThe Fed has not defined its time horizon, should the average 2% inflation target be reached over 2, 3, 5 or 10 years? We guess 2 years is too short, 
and 10 years is a too long period. So something around 3 ς5 years?

ÅThe 3 y & the 5 y rates are now at 1.9% - thus not much below 2%. At the chart to the left, the core PCE price level now is now close to the 2% line, 
starting at the average price level in 2017 (4 years ago)

ÅMeasured vs. the CPI, the average core inflation is at or well above 2%, whatever period we check

ÅThe 3.1% y/y lift in prices in April is of course both due to the price cuts last April ςbut just as much due the brisk increase in prices past (check the 
red arrow), and by itself not reason for panic

Å Inflation expectations are way above 2% in markets & among households and very likely among companies as well

US Inflation
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The majority of checks were sent out in March: Income -13.1% in April

Spending up 0.5%, in line with consensus

ÅPrivate consumption fell 0.1% in real terms in April (+0.5% in nominal terms, in line with expectations)

ÅPersonal disposable real income fell by 13.1% in April, as the majority of the stimulus checks were sent out in prior months. In fact, 
wages & capital incomes were up in April, like over the previous months

ÅThe savings ratefell sharply to 14.6%, still way above the pre-pandemic level. As the transfer bonanza more or less is behind us, we 
expect a further increase in consumption of services to be funded by a savings rate decline

» hǾŜǊ ǘƘŜ ŦƛǊǎǘ п ƳƻƴǘƘǎ ƛƴ нлнм ƴƻƳƛƴŀƭ ǎǇŜƴŘƛƴƎ ƛǎ ǳǇ ōȅ ǎƻƳŜ ¦{5 нлл ōƴ ƳƻǊŜ ǘƘŀƴ ƛƳǇƭƛŜŘ ōȅ ŀ ΨƴƻǊƳŀƭΩ ƎǊƻǿǘƘ ƛƴ ǎǇŜƴŘƛƴƎΦIncome is up 
by an extra USD 670 bn. Thus, approx. Ƨǳǎǘ ол҈ ƻŦ ǘƘŜ ΨǎǘƛƳǳƭǳǎ ŎƘŜǉǳŜǎΩ ƘŀǾŜ ōŜŜƴ ǎǇŜƴǘ, while 70% have been saved for a rainier day ς
equalling 2.7% of annualincome. In addition, the current savings rate is far above a normal level!  The wall of money is high!!

USA
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The savings rate down 9 pp but remains far above the above pre-pandemic level

We still doubt the savings rate will remain at the current level for long

USA
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Durable orders down in April, but level is still high & core orders were up

The order inflow was still below the Jan level. However, surveys indicate further growth in Q2 

ÅTotal durable orders fell by 1.3% in April, expected +0.7% 

ÅCore orders (ex aircrafts & defence) fell buy 0.5%, expected slightly up, following the 3.1% increase in March. The decline was due to 
lower auto orders ςvery likely due to supply chain challenges (like semiconductor shortages). Ex auto, core orders were up 2%

ÅCore investment goods orderswas up 2.3%, expected up 0.8%, and business investments will very likely grow further in Q2

ÅOrder inflow is far above pre-pandemic levels, especially for investment good orders and surveys are still strongly hinting a further 
increase the coming months

USA
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Less government subsidies but profits still grew in Q1

ΨhǊŘƛƴŀǊȅΩ ǇǊƻŦƛǘǎ ŀǊŜ ǎǘƛƭƭ ф҈ ōŜƭƻǿ ǘƘŜ ǇǊŜ-pandemic level, but gov. support more than compensates

ÅGovernment pandemic programshave lifted domestic corporate profits at an unbelievable scale
» tǊƻŦƛǘǎ ƘŀǾŜ ōŜŜƴ ƪŜǇǘ ǳǇΣ ŜǾŜƴ ƛŦ ǘƘŜ ΨƴƻǊƳŀƭΩ ǇǊƻŦƛǘ ƎŜƴŜǊŀǘƛƻƴ ŎƻƭƭŀǇǎŜŘ ƛƴ vн ŀƴŘ vо ŀǎ ǇǳōƭƛŎ ǎǳǇǇƻǊǘ ŜǉǳŀƭƭŜŘ Ҕпл҈ ƻŦ ŀnormal profit level!

ÅDomestic corp. pre tax profitsrose marginally in Q1, but is below the Q3 level ςwhen government subsides were at the highest
ÅTotal after tax profitsfell slightly ςand the profit cycles have been on the way southsince 2015
Å²Ŝ ŜȄǇŜŎǘ ΨƻǊŘƛƴŀǊȅΩ ǇǊƻŦƛǘǎ (profits before subsidies) to strengthen the next quarters ςbut the longer term outlook is probably not 

that good
» The remaining government support programs will probably be abolished in Q2 and Q3
» The corporate tax rate will probably be lifted, if not as much as president Biden has proposed
» Wage inflation may accelerate

USA
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ΨbŀǘƛƻƴŀƭΩ ǇǊƻŦƛǘǎ ƳŀǊƎƛƴŀƭƭȅ Řƻǿƴ ƛƴ vмΣ {ϧt ŜŀǊƴƛƴƎǎ ǳǇ нр҈ 

An unusual discrepancy, and S&P earnings level is pretty high vs national profits too

ÅUsually, that has not been a good omen, but the data is all over the place these days
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Profits were under pressure prior to corona ςas usual when unemployment falls

Χ ŀƴŘ ŦƻǊ Ƙƻǿ ƭƻƴƎ ǿƛƭƭ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŜƳŀƛƴ ƘƛƎƘ ŜƴƻǳƎƘ ǘƻ ΨǇǊƻǘŜŎǘΩ ǇǊƻŦƛǘǎΚ

ÅWhen unemployment falls below 6%, corporate profits are 
exposed; at one stage the profit share will start to decline 
because wage earners will get the upper hand vs. employers. At 
least it has always happened in the past
» Before the corona crisis, the pre-tax profit share had fallen substantially 
ǎƛƴŎŜ ǘƘŜ нлмр ǇŜŀƪΣ ōŜŎŀǳǎŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǿŀǎ Ψǘƻƻ ƭƻǿΩ

ÅTaxes were cut substantially in 2018, equalling some 8% of 
corporate profits. Biden has pledged to reverse half of these cuts, 
say some 4% of profits, equalling 0.3% of GDP. A drop in the 
ocean vs. the huge structural budget deficit, of at least 8% of GDP
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New home prices are still lagging ςbut up 7% ς8% y/y

National real prices back to the 2005/6 peak, still much lower vs. wages

ÅNew home prices are still not appreciating that fast, even if lumber and other raw material prices have soared

Å¢ƘŜ ǊŜŀƭǘƻǊΩǎ όb!wύmedian price for actual transactions may be somewhat distorted as the share of high-end homes 
transactions may has increased recent months. This index is more volatile and far less reliable than the repeated sales 
based Case-Shiller or FHFA indices (which though are smoothed by 3 months)
» However, both CS and FHFA are reporting close to unprecedented  (or unprecedented) price hikes since last summer ςand the annual rate 

will very likely climb further the coming months ςto record highs, also for the CS index (FHFA is already at ATH)

USA
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Economic sentiment surprised on the upside for the 3nd month

Χ ŀƴŘ Ƨǳǎǘ ŀǎ ƛƳǇƻǊǘŀƴǘΥ ǎŜƴǘƛƳŜƴǘ ƛƳǇǊƻǾŜŘ ƛƴ ŀƭƭ ǎŜŎǘƻǊǎΣ ǎƛƎƴŀƭƭƛƴƎ ǎƻƳŜ п҈ D5t ƎǊƻǿǘƘ

Å9¦Ωǎ ŎƻƴŦƛŘŜƴŎŜ ǎǳǊǾŜȅ ŦƻǊ ǘƘŜ 9ǳǊƻ ŀǊŜŀ ǊƻǎŜ ǘƻ 114.5in May 
from 110.5 in April, expected up to 112.1!
» The main indexis 1.4 st.devabove average, signalling roughly 4% GDP 

growth 

» All sectors are now signalling above average growth, even 
manufacturing. Manuf. is at all time high

» Consumer confidenceis surging, even in the times of covid & continued 
restrictions. Although, some restrictions were indeed eased in May

» This survey has been useless to calibrate quarterly (q/q) growth rates 
during the pandemic. The same goes for most other surveys (like the 
PMI/ISMs). Still, when all now are surging, no doubt a positive signal

EMU
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NAV unemployment fell sharply in May ςto marginally below bƻ.ŀΩǎpath

ΧŀƴŘ much more ǘƻ ŎƻƳŜ ƛƴ WǳƴŜ ϧ WǳƭȅΚ ²Ŝ ǘƘƛƴƪ ǎƻΦ άbƻέ ƴŜǿ ŎƭŀƛƳǎΣ ǾŀŎŀƴŎƛŜǎ ŀǘ ǾŜǊȅ ƘƛƎƘ ƭŜǾŜƭΗ

Å¢ƘŜ ΨŦǳƭƭ ǘƛƳŜΩ ƻǇŜƴ b!± ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ŦǳǊƭƻǳƎƘŜŘ ǿƻǊƪŜǊǎ ŦŜƭƭ ōȅ моΩ ƛƴ aŀȅ όǎŜŀǎ adj), we expected -мпΩ ςŘƻǿƴ ǘƻ мллΩ ǇŜǊǎƻƴǎΣ 
ŦǊƻƳ нтуΩ ƭŀǎǘ aŀȅΦ ¢ƘŜ ǊŀǘŜ ŦŜƭƭ ǘƻ оΦо҈ ŦǊƻƳ пΦл҈Σ ŀǎ ǿŜ ŜȄǇŜŎǘŜŘΦ /ƻƴǎŜƴǎǳǎ ǿŀǎ оΦп҈Φ {Ŝŀǎƻƴŀƭƭȅ ŀŘƧǳǎǘŜŘΣ the rate fell 0.5 pp to 3.5%, and 
ƳŀǊƎƛƴŀƭƭȅ ōŜƭƻǿ bƻ.ŀΩǎ оΦс҈ ŦΩŎŀǎǘΦ ¢ƘŜ ƳκƳ ŘŜŎƭƛƴŜ ƛƴ ǳƴŜƳǇƭƻȅƳŜƴǘ ǿŀǎ ǘƘŜ ƭŀǊƎŜǎǘ ŜǾŜǊΣ ōŀǊǊƛƴƎ п ƳƻƴǘƘǎ ƭŀǎǘ ȅŜŀǊ. The reopening of restaurants in 
Oslo came too late to have any impact on the May data 

Å The number of partially unemployed ǿŀǎ ǳƴŎƘŀƴƎŜŘ ŀǘ стΩΣ ƭŜŀǾƛƴƎ ǘƘŜ ƎǊŀƴŘ ǘƻǘŀƭ ŀǘ мунΩ όƛƴŎƭǳŘƛƴƎ ƳŜŀǎǳǊŜǎύΣ -мнΩ όb!± ǎŀȅǎ -сΩ ōǳǘ ǿŜ ǘǊǳǎǘ ƻǳǊ ǎŜŀǎ 
adjust. no.), equalling 6.4% of the labour force. Before the corona crisis, grand total unemployment rate was at 3.8%. The no. of furloughed workers fell 
ōȅ тΩ ǘƻ тлΩΦ ²Ŝ ŜȄǇŜŎǘ ŀ ǎƘŀǊǇ ŘŜŎƭƛƴŜ ƛƴ WǳƴŜκWǳƭȅ ǘƻƻ

Å The inflow  of new job seekerscollapsed in May, to the lowest level since 2008

Å The inflow of new vacanciesremained at the very high April level in May ςand shot up in travel/transport

Å All in all: The labour market is turning at a dime, just as we expected. ²Ŝ ǘƘƛƴƪ bƻǊƎŜǎ .ŀƴƪ ǿƛƭƭ ǊŜǾƛǎŜ Řƻǿƴ ǘƘŜ ƴŜŀǊ ŜƴŘ ƻŦ ƛǘΩǎ b!± unempl. estimate

Norway



We have made a preliminary adjustment of the 2020 vacancy data due to a NAV reporting error which have led to under reportingof new positions through the year. NAV reports that the no. of new 
vacancies is at the same level in January 2021 as one year ago
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A large jump in new vacancies ςand travel/transport at the top!!

Χ ǘƘŜȅ ƴŜŜŘ ŜǾŜƴ ƳƻǊŜ ŜƳǇƭƻȅŜŜǎ ǘƘŀƴ ǘƘŜ ŦǳǊƭƻǳƎƘŜŘ ǿƻǊƪŜǊǎΚΚΚ hǊ ƘŀǾŜ ǘƘŜȅ ƎƻƴŜ ŜƭǎŜǿƘŜǊŜΚ

ÅA higher no. of vacancies in all sectors than in 2019 (we have adjusted data as good as possible)

Norway
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Oil investments: Q2 survey better than expected

Tax cuts & the oil price save the day

ÅOil companies revised their 2021 investment forecast up by 5% to NOK 184 bn (we exp. 174 bn), and slightly above the 
equivalent 2020 estimate. Still, we assume a 1% decline in nominal terms, -3% in volume terms, and not far above bƻ.ŀΩǎ
estimate -4% ŦΩŎŀǎǘ

ÅThe 2022 estimate was revised up by 3%, less than we expected. The estimate is 2% below the equivalent 2021 estimate. 
Several investment projects will be added to the list (a PDO delivered) during this and next year in order to benefit from the 
temporary tax cuts decided last year ςand a higher oil price is also supportive. We expect 2022 investments to remain 
unchanged (volume terms) vs. 2021. In March, Norges Bank assumed a 5% volume decline next year

Norway



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

Economic data are still surprising on the upside (but not Chinese & Norw. data)

Χ ŀŎŎƻǊŘƛƴƎ ǘƻ /ƛǘƛΩǎ ǎǳǊǇǊƛǎŜ ƛƴŘŜȄΦ WŀǇŀƴΣ 9a Ȅ /Ƙƛƴŀ ŀǘ ǘƘŜ ǘƻǇΣ ǿƛǘƘ ¦Y ϧ 9a¦

Global economy

ÅThe USsurprise index has fallen to neutral 

ÅChina surprised on the downside with its mixed April data, according to Citi 

ÅEmerging Markets x China are reporting much better data than expected

ÅNorwayhas surprised on the downside, due to GDP & CPI data



ÅPMIs & ISMs
» The preliminary European & US PMI surveys signal another big leap upwards in the global 

PMI, mostly due to a recovery in services. The manufacturing sector is a record strong levels 
already. We expect some slowing in H2, but we are not there yet. In the US, the ISM 
confirms, growth is very strong. The flip side is of course supply chain stress, and very rapid 
price increases

ÅUSA
» Employmentsurprised at the downside in April, and the unemployment rate rose ςat the 

same time as the no of unfilled vacancies has climbed to a record high level, by far as the 
service sector is opening up. The next few months will be extreme exciting, will people 
return to the labour market and accept the low paid jobs that are vacant ςwhen corona and 
ŜȄǘǊŀ ǳƴŜƳǇƭƻȅƳŜƴǘ ōŜƴŜŦƛǘǎ ōƻǘƘ ŀǊŜ ƎƻƴŜΚ ¢ƘŜ ƻǳǘŎƻƳŜ ǿƛƭƭ ŘŜŎƛŘŜ ΨŜǾŜǊȅǘƘƛƴƎΩΣ ƛƴŎƭǳŘƛƴƎ 
returns on financial markets. In May, a middle of the road outcome is expected, nonfarm 
ŜƳǇƭƻȅƳŜƴǘ ǳǇ ΨƧǳǎǘΩ срлƪΣ ǳƴŜƳǇƭƻȅƳŜƴǘ Řƻǿƴ лΦн ǇǇ ǘƻ рΦф҈ 

» How will the .ŜƛƎŜ .ƻƻƪΩǎ ǊŜǎǇƻƴŘŜƴǘǎ όΨǘƘŜ bŜǘǿƻǊƪΩύ ŘŜǎŎǊƛōŜ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘΚ ²Ŝ 
expect more complaints of labour shortages & some more pressure on wages

ÅEMU
» Inflation is still muted ςand is expected to remain so in May, with the core up 0.8% y/y. 

Producer prices are sharply up but as long as wage inflation remain low, underlying inflation 
pressures remain low

» Retail salesare expected down more than 1.5%, as France has reported a deep decline in 
consumption of goods

ÅNorway
» House prices surprisingly fell in April, and realtors report some weakness in May as well 

(even if the seasonal factor still is positive). Our short term model suggests decent price 
ŀǇǇǊŜŎƛŀǘƛƻƴΣ ŀǎ ŘƻŜǎ b..[Ωǎ ǎǳǊǾŜȅΦ IƻǿŜǾŜǊΣ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ŘŜŎƭƛƴŜ ƛƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ 
may have run its course ςand some buyers are now factoring in higher rates. We expect a 
modest increase in May

» Credit growth is trending up but very slowly. Growth in household credit has flattened, while 
business debt is accelerating somewhat. The record low interest rate has so far not ignited a 
credit boom

» Household saving very likely rose sharplyin Q1, perhaps towards 20%. Plenty of capacity to 
increase spending on services in Q2 and even more in Q3
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The Calendar: PMI/ISM, US labour market, Norwegian house prices

Sources: Bloomberg. SB1M est. in brackets. Key data points are highlighted, the  most important in bold

Time Count. Indicator Period Forecast Prior

08:00NO C2 Credit Indicator YoY Apr (5.0) 5.0%

11:00WO OECD  Economic Outlook

Tuesday June 1

03:45CH Manufacturing PMI, Caixin May 52 51.9

08:30SW Manufacturing PMI May 69.1

10:00NO Manufacturing PMI May (58) 59.1

10:00EC Manufacturing PMI May F 62.8 62.8

11:00EC Unemployment Rate Apr 8.1% 8.1%

11:00EC CPI Core YoY May P 0.8% 0.7%

15:45US Manufacturing PMI, Markit May F 61.5 61.5

16:00US Construction Spending MoM Apr 0.6% 0.2%

16:00US Manufacturing ISM May 60.9 60.7

17:00WO Manufacturing PMI May 56.3 55.8

Wednesday June 2

08:00NO Households' savings rate 1Q (19.6%) 14.5%

08:00GE Retail Sales MoM Apr -2.8% 7.7%

11:00EC PPI YoY Apr 7.30% 4.30%

20:00US Federal Reserve's Beige Book

US Auto Sales May 17.5m 18.51m

Thursday June 3

03:45CH Caixin Composite PMI May 54.7

03:45CH Caixin Services PMI May 56.0 56.3

10:00EC Services PMI May F 55.1 55.1

10:00EC Composite PMI May F 56.9 56.9

10:30UK Services PMI May F 61.8 61.8

10:30UK Composite PMI May F 62.0 62.0

11:00NO House prices, MoM May 0.2% -0.1%

14:15US ADP Employment Change May 650k 742k

14:30US Initial Jobless Claims May-29 395k 406k

15:45US Markit Services PMI May F 70.1 70.1

16:00US ISM Services May 63.0 62.7

17:00WO Services PMI May 58.6 56.6

17:00WO Composite PMI May 57.6 56.3

Friday June 4

08:00NO SSB Economic trends Q2

11:00EC Retail Sales MoM Apr -1.7% 2.7%

14:30US Nonfarm Payrolls May 650k 266k

14:30US Unemployment Rate May 5.9% 6.1%

14:30US Participation Rate May 61.8% 61.7%

14:30US Average Hourly Earnings MoM May 0.2% 0.7%

Monday May 31
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The world around us

The Norwegian economy

Market charts & comments
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The NBS slightly up in May, level signals decent growth

b.{Ω ŎƻƳǇƻǎƛǘŜ ҌлΦп Ǉ ǳǇ ǘƻ рпΦтΣ Řǳ ǘƻ ŀƴ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ǎŜǊǾƛŎŜ ǎŜŎǘƻǊ taL

ÅThe manufacturing index fell by 0.1 p, to 51.0, expected unchanged

ÅThe service sector index rose by 0.3 p to 55.2, marginally better than expected

ÅWe expect GDP growth to accelerate in Q2 vs the sub-par growth in Q1, but followed by a gradual slowdown in H2
» The activity level is above the pre-pandemic trend

» Credit policy is tightened 

China PMI



The last PMI services observation is based on the change in the NBS survey
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Services are reporting growth far above trend

The construction & steel PMIs recovered some of the March/Apriƭ ƭƻǎǎŜǎΣ ƭŜǾŜƭǎ ŀǊŜ ΨƴƻǊƳŀƭΩ

ÅActivity in the service sector has been below par recent 
months but the PMIs signal somewhat better

China PMI
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Core PCE up 0.7% in April, 3.1% y/y, above consensus ςto the highest in 30 years

ΧŀƴŘ ǘƘŜ CŜŘ Ƙŀǎ ǇƭŜŘƎŜŘ ǘƻ ǎǘŀȅ ŎŀƭƳΣ ǘƻ ǿŀƛǘ ŀƴŘ ǎŜŜ

ÅThe core price deflatorrose 0.7% in April, 0.1 pp more than 
expected. The previous months were slightly revised up. In Q1 
prices rose 2.5%, up from initially reported 2.3%. In April last year 
core prices fell by 0.4%. Thus, the annual rate rose to 3.1% from 
1.9% (rev from 1.8%) ς0.2 pp 0.2 pp above expectations. 

» Last April the annual inflation was 0.9%. Since April 19, the average inflation 
ǊŀǘŜ Ƙŀǎ ōŜŜƴ нΦл҈Σ ǎǇƻǘ ƻƴ CŜŘΩǎ ǘŀǊƎŜǘ 

ÅTotal PCE deflatorrose by 0.6%, and the annual rate accelerated 
1.2 pp to 3.6%, as expected 

US Inflation
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Most prices up in April too, recreational services, durable (autos) 

{ǘƛƭƭ ǳƴŎƭŜŀǊ ǿƘŀǘ ƛǎ ŘǳŜ ǘƻ ŀ ΨǊŜƻǇŜƴƛƴƎ ǎǳǊƎŜΩ ςand what is permanent

ÅUsed car prices rose sharply, as measured by the PCE ςand the price level is probably higher than a long term 
equilibrium 

ÅHealth care costs have increased sharply recent months 

ÅMedical products & cell phone services became cheaper in  May (too)

US Inflation
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PCE by main sector: Transportation(autos& gasoline) explainsa lot

However, most sectorsreports >2% pace of priceincreasethe past3m/3m

ÅHowever, the y/y growth rate is not representative for 
the underlying growthpricesnow
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¢ƘŜǊŜ ŀǊŜ ǎǘƛƭƭ ǎƻƳŜ ǇƻǎǎƛōƭŜ όŀƴŘ ƴƻǘ ǳƴǊŜŀǎƻƴŀōƭŜύ ŜȄŎǳǎŜǎΧ

There are still just some few goods/services that have done the heavy lifting

ÅThe trimmed PCE mean is at 1.8%, and ƭƻǿŜǊ ǘƘŀƴ ƻƴŜ ȅŜŀǊ ŀƎƻΦ ¢ƘŜ ǘǊƛƳƳŜŘ ƳŜŀƴ ƛǎ ǇǊƻōŀōƭȅ ǘƘŜ ōŜǎǘ ƎŀǳƎŜ ƻŦ ΨǳƴŘŜǊƭȅƛƴƎέ t/9
ÅAn index for typical acyclicalcore PCE goods & services are up 3.3%, up from -0.5% in April last year. The 2 y avgis at 1.4%
ÅThe cyclical core PCE at 3.1%, as it was one year ago: inflation for these goods & services have been at a high level quite long ςbut it 

has not become worse

ÅIn the CPI, almost all of the lift in core CPIhas been due to prices on good & services that normally are flexibleςand they are more 
up than since 1982. However, these prices are flexible both ways, and the cycles are normally short. The sticky components of the CPI 
is up 2.4%, belowthe average recent years. For inflation really to take hold, these sticky prices have to accelerate (like from 1973). 
However, the flexible component has contributed substantially to keep inflation low the past 8 years

US Inflation
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PCE: A normal proportion of pricesare still falling

Χ thoughnot an earlybird to watch

US Inflation
































































































































































