
Macro Weekly

Week 23/2021

Harald Magnus Andreassen
Phone : (+47) 24 13 36 21
Mobile  : (+47) 91 14 88 31
E-mail : hma@sb1markets.no

SpareBank 1 Markets
Phone : (+47) 24 14 74 00
Visit  address: Olav Vs gate 5, 0161 Oslo
Post address: PO Box 1398 Vika, 0114 Oslo

7 June 2021

Tina Norden
Phone : (+47) 24 13 37 48
Mobile  : (+47) 93 22 62 24 
E-mail : tina.norden@sb1markets.no



Highlights, corona update

The world around us

The Norwegian economy

Market charts & comments

2



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

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 ƴŜǿ 
and more aggressive mutants. If they do not arrive, the pandemic is more or less over in the rich part of the world. Hospitalisations & deaths have 
fallen even faster the no. of new cases

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

The economy, part I
ÅGlobal PMI & ISM

» The global composite PMI climbed further to the highest level in 15 years due to a steep increase in services ςbut manufacturers are signalling 
even higher growth. A 6%+ GDP growth rate is signalled, more than twice the trend growth. However, that is needed, as the activity level some 
3% below par. The Indian service sector PMI fell sharply but no other problems (and the setback in India is modes compared tolast spring). 
Sweden and US at the top, but the manufacturing sector in EMU shines, and services have turned the corner. The US ISMs report an 8% growth 
pace. Delivery times are soaring everywhere, as are prices. In the US, numerous comments on serious labour shortages

ÅGlobal auto sales 
» Global sales fell by 5% in May, according to our prelim. estimate.  A 2/3decline in Indian auto sales contributed to more than half of the global 

decline, lower sales in the USA most of the rest ςthe latter at least partly due to component shortages. UK sales have recovered to pre-
lockdown level, while sales in EMU remain 20% below, following just a small uptick in May 

ÅOECD/G7
» The OECDconfirmed its upward revision of its forecasts from March, and added a couple of tenths to the 2021 global GDP estimate, to 5.8%, 

following the 1.4 pp upward revision to March from last November
» CƻƭƭƻǿƛƴƎ ǘƘŜ .ƛŘŜƴ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴΩǎ ƛƴƛǘƛŀǘƛǾŜΣ ǘƘŜG7 finance ministersagreed upon implementing a global 15% minimum corporate tax rate, 
ŀƴŘ ǘƘŀǘ ƭŀǊƎŜ ΨƎƭƻōŀƭΩ ŎƻƳǇŀƴƛŜǎ όƴƻǘ ȅŜǘ ŘŜŦƛƴŜŘύ ǎƘƻǳƭŘ Ǉŀȅ нл҈ ƻŦ ǘƘŜƛǊ ƛƴŎƻƳŜ ǘŀȄŜǎ ƛƴ ŎƻǳƴǘǊƛŜǎ ǿŜǊŜ ǘƘŜƛǊ ƎƻƻŘǎ ϧ ǎŜǊǾices are sold, not 
ǿƘŜǊŜ ǘƘŜȅ ŀǊŜ ƘŜŀŘǉǳŀǊǘŜǊŜŘΦ ¢ƘŜ Ǌƛǎƪ ŦƻǊ ΨŘƛƎƛǘŀƭ ǘŀȄ ǿŀǊǎΩ Ƙŀǎ ŘƛƳƛƴƛǎƘŜŘΦ {ƻƳŜ ŦŜǿ ƳƻƴǘƘǎ ŀƎƻΣ ǎǳŎƘ ŀ ǎŜƴǎƛōƭŜ ǇǊƻƧŜŎǘ ǿƻuld have been 
almost unthinkable. The G20 head of states will have to make the final decision, probably in June

Last week:



ÅChina
» Exports fell in May but remain strong, some 10% above the pre-pandemic trend. Imports rose sharply, even in volume terms, we assume. Import 

volumes are 15% ς20% above the pre-Covid trend ςno sign of weakness in domestic demand. The trade surplusfell further

ÅUS
» Non-farm employment ƎǊŜǿ ŀǘ ƳƻŘŜǊŀǘŜ ǇŀŎŜ ƛƴ aŀȅΣ ŀƴŘ ǿŜƭƭ ōŜƭƻǿ ŜȄǇŜŎǘŀǘƛƻƴǎ όррфΩ Ǿǎ стлΩύ ōǳǘ ǘƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǎǘƛƭƭ ŦŜƭƭ лΦо ǇǇ ǘƻ 

5.8%, with a 0.1 pp contribution from a drop in the participation rate. The participation rate is flat, even if far fewer arereporting that they stay out 
due to Covid-19 related challenges (like taking care of school-children etc). Have they left the labour market permanently or have others left, and if 
so, temporary or permanent? Removing the extra USD 300/week unemployment support in some states the coming weeks will give valuable 
information on the potential for growth, will the labour supply respond?, as demand for is strong, the Small businessesreported that it became 
even more difficult to fill vacancies in May (ATH, by far), and they are lifting compensation.Actual wages rose much fasterthan expected in May 
too (0.7% vs. 0.2%), broad based. In addition, it is becoming even more difficult to say these figures are distorted by the employment mix. The sign 
of that impact should have changed by now! 

» CŜŘΩǎ .ŜƛƎŜ .ƻƻƪ (its regional network) confirm decent growth, and there a numerous reports higher prices for goods and services, and labour 
shortages. Some more FOMC members are warning up to start speaking about taperingΣ ƛŦ ŎƘŀƛǊ tƻǿŜƭƭ ŘŜŎƛŘŜǎΧ

» Treasury secr. Janet Yellen advocates the USD 4 trl spending proposals (2% of GDP) even if they could temporary lift inflation and that slightly 
higher interest rates would be a plus for the society and the Fed (she even said inflation and interest have been too low fora decade, according to 
Bloomberg)

ÅEMU
» Retail sales fell by 3.1% in April, even more than expected, reversing the March gain. However, the focus is now on May and June, for goodreasons

» Headline CPI (HIPC) inflationaccelerated to 2% but the coreǊŜƳŀƛƴŜŘ ŀǘ лΦф҈Σ ǿŜƭƭ ōŜƭƻǿ 9/.Ωǎ ǘŀǊƎŜǘΦ ¦ƴŜƳǇƭƻȅƳŜƴǘ ƛǎ ǎǘƛƭƭ ǉǳƛǘŜ ƘƛƎƘΣ ǳƴŦƛƭƭŜŘ 
vacancies close to normal and there are no indications of higher wage inflation

ÅNorway
» House prices rose by 0.6% in May, much better than expected as realtors, at least in Oslo, were complaining. Oslo prices fell the 3rd month in a 

row, by 0.3%, while prices in rest of the country rose by 0.9%. Smaller Eastern cities were in the lead. In Oslo, the inventory of unsold homes are on 
the way up, while the inventory is still shrinking in rest of the country ςand the sum is record low. The market balance signals a further 1% per 
month prices increases outside Oslo, but zero growth in Oslo

» Credit growth remains in check at 5% ςand just marginally above income growth both for companies & households

» IƻǳǎŜƘƻƭŘǎΩ ǎŀǾƛƴƎǎ ǊŀǘŜ rose as we expected to 19% in Q1 as consumption fell. The savings rate is more than 10% above normal, and it is 
sufficient to fund a large increase in spending on services as soon as that becomes possible. Over the past 5 quarters savings have been running 
ƳǳŎƘ ƘƛƎƘŜǊ ǘƘŀƴ ƴƻǊƳŀƭΣ ƛƴ ǎǳƳ ŜǉǳŀƭƭƛƴƎ мн҈ ƻŦ ƘƻǳǎŜƘƻƭŘΩǎ ŀƴƴǳŀƭ ƛƴŎƻƳŜ ƳƻǊŜ ǘƘŀƴ ƴƻǊƳŀƭΣ ǿƘƛŎƘ ƛƴŎǊŜŀǎŜǎ ǘƘŜ ŎŀǇŀŎƛǘȅ ǘƻ spend more 
further

Last week: The economy, part II 
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The virus is losing (nearly) everywhere ςbut new cases in UK further up last week

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

ÅThe UKhas 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% -тр҈ ΨƳŀǊƪŜǘ ǎƘŀǊŜΩΦ ¢ƘŜ ƴŜǿ ǾŀǊƛŀƴǘ Ƴŀȅ ōŜ ǎƻƳŜ нл҈ 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 isvaccinated 
or have been infected
» Still, the UK infection level is very low, just 6% of the January peak, and hospital occupancy is at 2% of the peak level (and is still just flat)

ÅThe US & Germany are reporting few new cases

ÅThe no. of new cases in Norway is heading rapidly down again

ÅThe hospital occupancy has fallen even more than cases everywhere, while deathshave fallen even more than hospitalisations

Covid-19
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Mobility on the way back to a normal level ςsharply up in Europe (Nordics incl.)

Even India turned up past two weeks

ÅMobility still some 5% - 10% below par ςstill more 
some upside left

Covid-19
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The weather, eased restrictions, or lack of fear for the virus?

Norwegian mobility sharply up last week

Covid-19



ÅThe removal of restrictions are quite parallel among 
rich countries ςbut UK has tightened marginally 

ÅThe remaining measures will be eased when the  
immunity rates is sufficiently lifted to keep even 
mutated viruses at bay

ÅData are from the Oxford Covid stringency project, that 
at least are the best at hand

8

Restrictions are eased but most are still in place

Some have small economic costs, others may be greater



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 almost 3% in March, mostly due to the lift in US and partly also EMU retail sales. Our April estimate implies a 1%+ 
decline, due to lower sales in the US and (more than we assumed) in EMU and very likely in India. Global sales are almost 4% above 
the pre-pandemic level

ÅManufacturing production rose more than 1% in March, and another 0.4% in April ςand is +4.1% vs Dec-19

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 up

Sales down in US & EMU in April, in the US from a high level. Manufacturing steadily on the way up

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

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

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

India

Global economy
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Oops, and then German restaurants opened up too!

The Brits seem to have become rather outgoing. The US close to normal

ÅRestaurants still closed in parts of 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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Inflation is on the way up, some places ςand on average

Energy prices the main culprit, core inflation not much up outside the US (so far)

Global economy



Last observation. Total EMU is leading 1 month on member countries
Norway is the average of FinansNorge & Opinion
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Consumer confidence is recovering ςbut remains below par in EM x Ch

In both Europe & the US, confidence is > avg, not far below pre-Covid level

ÅIn most EM x China, sentiment is below 
par

ÅIndia is at the bottom, for good reasons

ÅIsrael is at the top, for goods reasons too
» April is the last obs, the May conflict with the 

Palestinians may have lowered confidence

ÅIn sum: Households are ready to spend 

Global economy
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A 3%+ global GDP growth pace in Q1, level 0.6% above Q4-19

China in the lead, India follows, at least in Q1, and measured absolutely 

ÅFollowing an 8% growth pace in Q4, we estimate 3.2% growth 
through Q1 (0.8% not annualised)

» GDP growth in ChinaǎƭƻǿŜŘ ǘƻ ŀ ΨǘǊƛŎƪƭŜΩ όŀ нΦп҈ ǇŀŎŜΧύΣ ŀƴŘ D5t ƛƴ 
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

» India, Brazil & Russiaall grew better than expected in Q1

» Swedenis just 1% below the Q4-19 level, Norway is 2.3% below, in Q1

Global economy

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

» The global economy is 3.1% below the pre-pandemic growth path ς
and the negative output gap is substantial

» US is 3.9% below, EMU7.2%, and UK11%

» India is 4.5% beølow

» Sweden is down 3.4%,Norway is down 4.7%, due to the different 
response to the 2nd wave (by Q4, the positions were the opposite)
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The global comp. PMI even better than we assumed, up to 58.4, ōŜǎǘ ǎƛƴŎŜ Ψлс

The global index added 1.7 p, and signals a 6%+ GDP growth pace, far above trend

ÅWe assumed a +0.9 p lift to 57.6, 0.8 p lower than the outcome!

ÅBoth services and manufacturing contributed on the upside

Global PMI
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A broad strengthening in May ςSweden still in pole position; US, UK follow

The Swedish PMI is the best of all, ever. Just 4 countries below the 50-line.  

Å17 countries/regions up, 8 down in May. 4 below the 50-line

ÅSweden, US & UK at the top. Barring strange figures from Saudi Arabia in 2011, the 70.9 PMI print is ATH for any country, ever

ÅIndia was the biggest loser in May, and the PMI fell below the 50-line (though, Brazil still at the bottom)

Å¢ƘŜ /ƘƛƴŜǎŜ taLǎ ƳƛȄŜŘΣ aŀǊƪƛǘΩǎ ŘƻǿƴΣ b.{Ω ǳǇ ςbut both signal growth above trend 

ÅBrazil a the bottom, very likely due to continued corona problems

Global PMI



Manufacturing PMI climbs, 90% are above 50, a further recovery signalled
The PMI rose by 0.2 p to 56 in May; the best level in 10 years

ÅThe global manufacturing PMI rose 0.2 p to 56 in May, below our est.
» 61% of the countries/regions reported higher PMIs in April than in March

» Almost 90% of countries reported a PMI> 50, the highest proportion since 2018

ÅEuropeancountries at the top at a record high level. The USPMIs rose 
further, and the ISM index rose slightly as well

ÅThe Chinesemanuf. PMIs were mixed but still signal growth above trend

Global PMI
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The last services PMI priced based on preliminary 
PMIs from EMU, Japan, UK, and US
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Businesses keep reporting even faster growth in input/output prices

Higher CPI inflation unavoidable, at least short term

ÅBoth manufacturers and services are reporting rapid 
increases in prices, both input & output prices

ÅThe correlation to actual CPI inflation is not prefect, but 
the PMI price indices are signalling a lift in headline 
inflation, from 2.9% in rich countries in April

ÅThe correlation to core CPI is far less impressive 

Global PMI - Inflation
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Manufacturing ISM up 0.5 p to 61.2 in May

Delivery times are rising faster than ever, and prices have been rising faster just once, in 1979

Å Demandis strong: Order index increased by 2.7 p in May to a very high level of 67, signalling unusual rapid growth in orders. The increase in the backlog at yet 
another ATH

Å Activity is increasing broadly: 16 of 18 industries reported growth in new orders, only 2 out of 18 industries reported a contraction in production, while 13 
reported growth.

Å Delivery times are increasing broadly: 16 out of 18 industries reported slower deliveries, none faster. 

Å Prices are soaring: 54 groups of commodities were up in price m/m, up from 52 in April. 1 commodity was down in price, acetone. 17 out of 18 sectors are 
ǊŜǇƻǊǘƛƴƎ ƘƛƎƘŜǊ ƛƴǇǳǘ ǇǊƛŎŜǎΦ он ŎƻƳƳƻŘƛǘƛŜǎ ŀǊŜ ƛƴ ǎƘƻǊǘ ǎǳǇǇƭȅΦ ¢ƘŜ ǇǊƛŎŜ ƛƴŘŜȄ ǿŀǎ Řƻǿƴ мΦс Ǉ ǘƻ ууΣ ŀƴŘ ƛǎ ǎǘƛƭƭ ƘŀǎƴΩǘ been higher since 2008 

Å InventoriesŀƳƻƴƎ ƳŀƴǳŦŀŎǘǳǊŜǊǎΩ ŎǳǎǘƻƳŜǊǎ ŀǊŜ falling faster than ever

Å Employment:9 industries reported higher employment, 3 reported a decrease. The employment index was down 4.2 p to 50.9. Of course due tolack of labour

USA ISM
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PMIs remain surprisingly resilient in May, decent growth still signalled! 

PMI fell by 7.3 p to 48.1 during the virus outbreak, still just a small fraction of the setback last spring

ÅThe manufacturing PMIfell by 4.7 p 51.5, down to the average level for 2012- 2019, a strong growth period in the 
manufacturing sector 
» New export orders increased too, for the 8th consecutive month. Manufacturing cost inflation running very high, according to Markit

ÅThe services PMIwas down 7.6 p to 46.4 in May, both due to restrictions and changes in behaviour.  Mobility fell sharply until 
mid May but has recovered thereafter as the number of new cases/deaths have retreated

ÅGDPgrew by 8.7% (annualised) in Q1 (down from 43% in Q4), and is 2.7% up vs. Q4-19, beaten only by China. Still, GDP is 
almost 4.5% below the pre-pandemic trend path 

ÅGrowth will slow in Q2 but judged by the PMI, the setback will be modest. The May PMI suggests a 4% growth rate, and most 
likely, the economy will start speeding up in June

India PMI
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The composite PMI up to yet another ATH at 70.6, signalling 8% GDP growth!

The services index at 71.7 best on record too, and manufacturing just slightly from April ATH

ÅThe PMIhas gone from record to record for several months, and is ςat another ATH ςnow signalling some 8% GDP growth. 
The service sector is seeing increased activity (here as elsewhere) as the economy opens up and people are allowed to 
spend on services again. The services PMI was up 5.1 p in May! The manufacturing PMI was down 2.6 p to 66.4, but who 
ŎŀǊŜǎ ǿƘŜƴ ǘƘŜ ƭŜǾŜƭ ƛǎ ǘƘǊƻǳƎƘ ǘƘŜ ǊƻƻŦ ŀƴȅǿŀȅΧ

ÅGDPgrew at a 3.4% pace in Q1, somewhat less than preliminary data implied

ÅThe Riksbank ƛǎ ǎǘƛƭƭ ōǳȅƛƴƎ ōƻƴŘǎΣ ŀƴŘ ǎŀȅǎ ƛǘ ŜȄǇŜŎǘǎ ǘƻ ƪŜŜǇ ǘƘŜ ǎƛƎƴŀƭ ǊŀǘŜ ŀǘ ȊŜǊƻ ǳƴǘƛƭ нлнпΦ ²Ŝ ŀǊŜ ƴƻǘ ǎƻ ǎǳǊŜΧ

Sweden PMI
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Norwegian manufacturing PMI slightly down to 58.5 in Mayςstill a high level

The Norwegian PMI fell 0.4 p to 58.5, we expected 58. Actual growth the best in 50 years

ÅThe fall was due to a decline in the new orders sub-index, which fell 3.8 p to 52. The two other sub-indices were up

ÅAlso worth noting, inventories were up, as were delivery times (for the 3rd month!)

ÅOther surveys have turned up lately to around an average level

ÅActual production is growing faster than since 1972, at least measured 6m/6m. However, that is due to a low starting point 
in Q2/Q3 last year. The production levelis above trend but not by that much ςand just 1.5% above the pre-pandemic level 
(though one of the best outcomes in DM, even with a steep decline in oil related manufacturing production)

Norway PMI
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Global auto sales down 5% in May ςlower sales in US, and a collapse in India

Semiconductor shortages at least partly to blame for lower sales (outside India)

ÅBased on our preliminaryestimate global auto salesfell by 5% in May and are just marginally above the Feb level

ÅA 2/3rd decline in sales in India (guess why?) explains more than half of the decline, lower USsales most of the rest

ÅThe decline in the USin May is at least partly due to shortages of components, especially semiconductors, and not weak demand (but sales were 
boosted by stimulus cheques in April)

ÅSales rose marginally in the EMUand rose sharply in the UK, back up to a pre-lockdown level

ÅSales in Chinaprobably rose in April, and are well above the 2019 level

ÅSales in EM x China fell sharply, due to the setback in India. Other were in sum probably close to unchanged (but many have not yet reported)

Auto sales



Not all countries have reported yet, and for some countries we have just plugged in figures from media reports that are not always correct
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EM: Indian auto sales probably down 2/3 in May, from the best level in years

Mixed elsewhere but no other catastrophes reported, so far

Auto sales



ÅGrowth accelerated to a modest pacein most districts past six 
ǿŜŜƪǎΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ CŜŘΩǎ мн ŘƛǎǘǊƛŎǘ ōŀƴƪǎΦ 9ŀǎŜŘ 
restrictions, and increased vaccination cited at reasons for 
increased activity and outlook
» 3 districts reported strong growth (NY, San Fran., and Dallas)

» 9 districts reported modest to moderate growth

» {ǘǊŀƴƎŜƭȅ ΨƳƻŘŜǎǘΩ ŎƻƳƳŜƴǘǎΣ ƎƛǾŜƴ ƴŀǘƛƻƴŀƭ ϧ ǊŜƎƛƻƴŀƭ ōǳǎƛƴŜǎǎ ǎǳǊǾŜȅǎ

ÅDemand for leisure/hospitality serviceshave picked up as 
restrictions have been eased and vaccinations have continued. 
Both retail sales and auto sales were robust

ÅManufacturingon the way up, despite supply chain challenges. 
Manufacturers reported of widespread shortages of both labour 
and materials. The housing market is still going strong. In fact, 
homebuilders are not able to meet demand due to capacity 
constraints. House pricesare (of course) still climbing, as supply 
is limited

ÅMost sectors are reporting further growth in employmentbut 
growth is slowing ςand difficulties attracting qualified workers 
persisted

ÅWage inflationaccelerated and many districts are seeing an 
upward pressure on wages, which is expected to increaseover 
the coming months. A growing number of firms offered signing 
bonuses and increased wages

ÅInput pricesincreased sharply, and there are widespread reports 
of increased selling prices as well

ÅIn sum:The reports out of the 12 districts keep getting more 
positive: the economy is recovering and the FOMC will have to 
address this fact at their June meeting. Perhaps even the more 
ǊŜŀǎƻƴ ǘƻ ƘŀǾŜ ǘƘŜ ǘŀƭƪ ŀōƻǳǘ ǘŀƭƪƛƴƎ ŀōƻǳǘ ǘŀǇŜǊƛƴƎΧ
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Beige book: wage and price pressures increased further

Modest/moderate recovery, and an optimistic outlook as vaccines are distributed & society reopens

ÅThe debate has started within the Fed, also in public:

» At the late April meeting, FOMC members talked about the need for start 
ǘŀƪƛƴƎ ŀōƻǳǘ CŜŘΩǎ ǎǘƛƳǳƭǳǎ ǇǊƻƎǊŀƳǎif the recovery continued at a brisk 
pace. Some have thereafter argued for starting talking about tapering in 
at the FOMC meeting in June ςand we think the committee will. No 
decision will be taken now, but something could happen at the September 
meeting 

ÅTreasury Secr. Janet YellenSunday said the the USD 4 trl (2% of 
GDP) fiscal programs could temporary lift inflation and lead to 
slightly higher interest rates ςwhich would be a plus for the 
society & the Federal Reserve

USA
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¢ƘŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ǊŀǘŜ ŘƻŜǎ ƴƻǘ ǊŜǎǇƻƴŘΣ ǳƴŜƳǇƭƻȅƳŜƴǘ Řƻǿƴ ǘƻ ΨƳƻŘŜǊŀǘŜΩ

Is participation held back by too lucrative benefits? Or is it just the virus keeping folks at home?

Å EmploymentǊƻǎŜ ōȅ ррфΩ όлΦп҈ύΣ ŀƎŀƛƴ ƭŜǎǎ ǘƘŀƴ ŜȄǇŜŎǘŜŘ όстмΩΣ !ǇǊƛƭ ǿŀǎ ǊŜǾƛǎŜŘ ǳǇ мнΩύΦ wŜǎǘŀǳǊŀƴǘǎΣ ŜŘǳŎŀǘƛƻƴ ƛƴ ǘƘŜ ƭŜŀŘ ƛƴ aŀȅ ōǳǘboth remain far 
below pre-pandemic levels. Total employment is 5% below the Feb-20 level, equalling 7.6 mill jobs. To get the employment rate back up, 8.1 mill

Å Unemploymentdeclined 0.3 pp to 5.8%, expected down to 5.9%, and still slightly ŀōƻǾŜ CŜŘΩǎ όƛƳǇƭƛŜŘύ aŀǊŎƘ ŦΩŎŀǎǘΦ ¦ƴŜƳǇƭƻȅƳŜƴǘ ƛǎ ΨƧǳǎǘΩ нΦо ǇǇ ƘƛƎƘŜǊ 
than before the pandemic but the participation rate has fallen by 2.7% (1.7 pp), lowering the measured unemployment rate substantially

» 2.5 mill. persons (down from 2.8 mill in March) report that they had withdrawn from the labour force (and were not searching a job) for Covid-19 related reasons. Last 
summer 5.2 mill persons were outside the labour market for the same reason. However, the labour force participation has not increased! 

Å Average wages rose by 0.7%, expected 0.2%.  During the pandemic, we have played down these average wage numbers as the employment mix changed 
sharply. However, now the reversal should 

Å Bond yields fellΣ ǿŜ ŀǎǎǳƳŜ ŘǳŜ ǘƻ ǘƘŜ ΨǿŜŀƪΩ ŜƳǇƭƻȅƳŜƴǘ ƎǊƻǿǘƘ ƴǳƳōŜǊΦ ²Ŝ ǘƘƻǳƎƘǘ ǘƘŜ ǊŜǎǇƻƴǎŜ ǿƻǳƭŘ ōŜ ǘƘŜ ƻǇǇƻǎƛǘŜΣ ŘǳŜ ǘƻ ǘƘŜ ŘŜŎƭƛƴŜ ƛƴ 
participation and unemployment, and the large lift in wages

USA
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Labour market activity is on the way up, still far below the starting point

ÅLabour market participationwas flat in May (in number, 
the rate was down by 0.1 pp). The rate is down some 2.7% 
below the pre-corona level, which is lowering the 
unemployment rate by the same amount

ÅNonfarm payrolls ŀǊŜ Řƻǿƴ рΦл҈ Ǿǎ CŜō ΨнлΣ ǿƘƛƭŜ 
employmentmeasured by the household survey 
ό[C{κΩ!Y¦Ωύ ƛǎ пΦр҈ ōŜƭƻǿΦ ¢ƘŜ employment rateis 5.1% 
below par. Given the pre-pandemic empl. rate trend path, 
6% below (9.6 mill persons)

ÅSum hours worked jumped 0.5% in May. Still down 3.7% vs. 
Feb-20 

USA
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The participation rate is flattish, even if far fewer say thay are out due to Covid

The participation rate fell 0.1 pp in May, and is down 1.7 pp (2.7%, 3.5 mill) vs Feb-19

ÅThe decline in the participation rate is Covid-19 related, at least it was initially. In May 2.5 mill. persons responded that they did not search for 
work (and thus were excluded from the work force) for Covid-19 related reasons (like fear of the virus, lack of work opportunities, parents 
having to stay home to take of their children as schools were closed etc, not because their job was closed down), down from 2.9 mill in March, 
and down from 9.7 mill at the peak last May, and 5.2 mill last summer. These 2.5 mill persons equal 1.5% of the labour force, and represents a 
substantial potential for labour supply.

ÅHowever, since last summer this number has fallen by 2.7 mill. persons. Over the same period, the labour force participation rate has been 
flat. Have all these persons left the labour market? Or have they returned, while others have left ςand if so, temporary (beingΨǿŜƭƭΩ ǇŀƛŘ ōȅ 
extra unemployment benefits?) or permanently? These are the most important questions in the US economy today! 

USA



ÅUsually, many more a reporting they are unemployed in the 
[C{ ǘƘŀƴ ǘƘŜǊŜ ŀǊŜ ǊŜŎŜƛǾŜǊǎ ƻŦ ǎǘŀǘŜǎΩ ǳƴŜƳǇƭƻȅƳŜƴǘ ōŜƴŜŦƛǘǎ
» The discrepancy has been 4 ς8 mill persons

ÅNow, the difference has changed sign, there are more 
receivers of state or now federal benefits
» There are 9.3 mill unemployed persons, according to the LFS

» Added up, the ordinary state programs, and the two temporary 
federal pandemic benefit programs distributes 15.3 mill checks per 
week ςthat is >5 mill more than those who report that they are 
unemployed (actively searching for a job) in the LFS

Á However, a (to us, unknown) proportion of the Pandemic Emergency 
ǎǳǇǇƻǊǘ ŎƘŜŎƪǎ ŀǊŜ ŘƛǎǘǊƛōǳǘŜŘ ǘƻ ǊŜŎŜƛǾŜǊǎ ƻŦ ǎǘŀǘŜǎΩ ƻǊŘƛƴŀǊȅ ǎǳǇǇƻǊǘ 
(so they receive USD 300/week in addition to the USD 300+  state 
unemployment benefit) ςand there are some double-counting. 

Á But at least 11 ς13 millions are for real, and anyway far higher than 
normal vs. the measured LFS unemployment rate

ÅThis suggests that when the Federal programs end, in June in 
those states who have decided to opt out of the federal 
programs or by the September sunset for these temporary 
pandemic programs, millions of workers will return to the 
labour market in earnest

ÅThere were 8 mill job openings (unfilled vacancies) to choose 
between in March. We assume there were some 8.5 ς9 mill 
jobs available at the end of May

ÅSo barring really serious mismatch problems, employment 
ŎƻǳƭŘ ƛƴŎǊŜŀǎŜ ǎǳōǎǘŀƴǘƛŀƭƭȅ ǘƘŜ ŎƻƳƛƴƎ ƳƻƴǘƘǎΦ LŦ ƴƻǘΧ
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A labour force reservoar waiting to be tapped?

Do 6 ς10 million persons too manyreceiveunemploymentbenefits?



ÅChanges in the employment mix even within sectors 
make these sectoral data uncertain

ÅHowever, it may be that these data reflects a real 
increase in wages recent months
» Say, why should the average wage in leisure & hospitality be 

7% above the pre-pandemic level if wages in the sector have 
not increased quite broadly? At least, it seems unlikely that 
higher paid staff has increase its share of total employment in 
the sector when wages have jumped by 8% (since December)
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Wages for those working are up 6% ς9% vs the pre-pandemic level

ÅAt the chart above, wages for non-supervisory workers are shown. When all employees are included, growth is slightly 
lower in most sectors
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Wage inflation will accelerate, if labour supply does not increase sharply

Companies are reporting that they have increased compensation, and they plan to do more

ÅThe wage indices we trust the most now since they are not influenced by the changes in the employment mix (ECI & 
Atlanta Fed median wage index) are still not reporting any take off (check the ECI index next page)

ÅHowever, survey data and anecdotical evidence (from companies) are unanimous: Wages are sharply on the way up, 
especially on the lower steps of the steep wage ladder   
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Eurozone inflation above expectations in May ςand the total above the 2% line

/ƻǊŜ ƛƴŦƭŀǘƛƻƴ ŀǘ лΦф҈ ƛǎ ǎǘƛƭƭ ŦŀǊ ōŜƭƻǿ 9/.Ωǎ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ

Å Core prices were up 0.2% m/m and the annual rate rose 0.2 pp to 0.9% 

Å Headline inflation was up  0.4 pp to 2.0% in May. Energy and services prices were the biggest contributors to the increase in headline inflation. There 
are some base effect for the headline number (not the core), as the total CPI fell in May last year (they increased again in June & July, before falling 
sharply in August, due to tax cuts)

Å Adjusted for changes in taxes, the core was at 1% y/y in AprilΦ ¢ƘŜ ΨsupercoreΩ ƛƴŘŜȄ ƛǎ ŀǘ лΦу҈ ȅκȅ

Å Greece is still in deflationary territory, while the headline inflation is at or above 2% in many of the member countries, including Germany, Belgium, 
Finland and Spain (Although central banks usually targets core inflation, and this number is more sticky)

ÅWage inflation in the EMU is still low, and negotiated wages are up less than 1.4%, the lowest on record

EMU
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Eurozone retail sales back below pre-Covid trend in April

Sales fell 3.1%, 2 pp below expectations

ÅSales were down 3.1% m/m, from a 0.5 pp upward revised 3.3% growth in March. 
ÅSales fell by 6% in France, 5.5% in Germany, and 0.9% in Spain. Italy has yet to report its figures

» Sales in Spain & Italy remain below the pre-pandemic level. Lack of foreign tourist probably explains much of the shortfall. Sales are higher 
elsewhere

ÅSales fell sharply even if restrictions in EU were eased to April from March (Oxford stringency) and mobility rose. However, 
some specific restrictions may have kept a lid on retail spending in April. Anyway, restrictions were eased further in May (and 
now into June), mobility is increasing, savings are strong, and consumer confidence is above pre-pandemic levels and far 
above average. Most likely, far better spending data the coming months

EMU
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Credit growth flat at 5%, no boom to be seen
Total domestic credit growth (C2) unch. at 5.0%, due to lower local government borrowing

ÅTotal domestic debt (C2) rose by NOK 24 bn in April, down from 28 bn in March, we expected NOK 25 bn. The annual growth rate was unchanged 
at 5.0%, as we assumed (consensus 5.1%). We are not witnessing a any credit boom, even if growth is accelerating slowly

ÅHousehold credit rose by NOK 17 bnin April, 5 bn more than in March, we expected 14 bn. The annual rate climbed 0.1 to 5.0%, we expected 
4.9%. The underlying rate is slightly above 5%, somewhat higher than a reasonable estimate of long term nominal income growthςbut not much

ÅCorporate C2 credit, rose by NOK 5 bn (down from 7 bn), we expected 8 bn. The annual growth rate was rose 0.1 pp to 4.4%. Mainland 
corporations increased their debt by 5.1% y/y (from 5.0҈ύ Ǿǎ bƻǊƎŜǎ .ŀƴƪΩǎ 3.7% Q2 forecast (published in March)

ÅLocal governmentsborrowed less in April ςNOK 2 bn down from NOK 9 bn in March. The annual growth rate is at 7.8%, miles above inc.growth

Norway
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Savings rate up by 4 pp to 19% in Q1!!

Consumption fell by down 2.9 in Q1, while household income grew by 1%

Norway

ÅHousehold disposable income rose by 1% (nominally) 
q/q in Q1, slightly less than we assumed ςand the level 
is up 4.3% y/y. In Q1, the savings rate rose to 18.9% 
from 15.4% in Q4, we expected 19.6%. Dividends are 
close not normal, and the savings rate x extraordinary 
dividends is at 19.2 (as shown at the chart to the left)

ÅSince Q1-20, the savings rate has been 8½ pp higher 
than normal (avg2019). The savings rate will be far 
above a normal level in Q2 as well, as consumption will 
not grow that fast. If so, households will at the end of 
Q2 have accumulated extra net savings (national 
accounts calculated) equalling 12% ς13% of their 
disposable income, or well above NOK 200 bn. A decent 
Ψ²ŀƭƭ ƻŦ aƻƴŜȅΩΦ 

ÅIn aggregate, households have not reduced their debts, 
and just a minor part of the extra savings have been 
invested in new homes, so their financial assets have 
increased substantially, like bank deposits. 
» By April, bank deposits were some NOK 90 bn higher than the 

pre-covidtrend (the Q1 data for the other elements of their 
financial accounts will be published this week)
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House prices up again in May. Outside Oslo, that is. Oslo down for the 3rd month in a row

Prices up 0.6% in May, we expected 0.2%, consensus was probably even lower

Å House prices rose by 0.6% seas. adj in May, up from flat (revised from -0.1%)  in April. We expected 0.2%, NoBa0.7% (March MPR est). Prices are 0.5% lower 
than NoBaexpected. Prices are still up by 11% 3m/3m (annualised), stable since Dec. Prices are up 11.3% y/y

Å Oslo prices fell in both March, April and May, but not by more than 1.6% . Prices fell in Kr.sandand Stavanger too, but rose elsewhere, on average by 0.9%. 
Outer Eastern towns are reporting the highest monthly figures as well as 3m/3m growth rates. Costal cites from Kr.sandto Tromsø(x Bodø) are relative losers 
over the recent year

Å The number of transactionsfell slightly in May but is high. The inventory of unsold homesfell further to a record low level

Å Our Norway x Oslo flow based price model signals 1% m/m price growth, the Oslo model zero growth

Å House prices below bƻ.ŀΩǎŦΩŎŀǎǘōǳǘ ŀǊŜ ǎǘƛƭƭ ƻƴ ǘƘŜ ǿŀȅ ǳǇΦ ¢ƘŜ ōŀƴƪ ǿƛƭƭ ƴƻǘ ŜǾŜƴ ǘƘƛƴƪ ŀōƻǳǘ ƴƻǘ ƘƛƪƛƴƎ ǊŀǘŜǎ ƛƴ Iм ŘǳŜ ǘƻ ΨǿŜŀƪƴŜǎǎΩ ƛƴ ǘƘŜ ƘƻǳǎƛƴƎ ƳŀǊƪŜt

Norway 
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Smoothed 3m/3m Oslo is still up at a 4% pace. Other Eastern cities 20% ς23%!! 

3 months ago, the momentum was strongest in Oslo, up 20% 3m/3m

ÅFrom 2013: 
» Oslo in the lead, together with Drammen, Asker/Bærum/FolloόΨǘƻǿƴǎΩ ŎƭƻǎŜ ǘƻ hǎƭƻύΦ Bodøand Tromsøare also close to the top of the list

» Stavanger has been the weakest town, but is now heading upwards again (but not as fast as the leading towns around Oslo)

» Bergen, Ålesund and Trondheim is at the lower part of the list too ςtogether with Kristiansand

Norway
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Short term market flows suggest continued price growth ςoutside Oslo

However, the models signal lower growth than some months ago

ÅOur national model based on flows and the inventory signals a 1% growth in house prices per month

ÅOur Oslo model signals no growth in prices

ÅThese models are not long term price models, just short term price models based on flows of (existing) houses approved 
for sale and actual sales

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ41

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




































































































































































































