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The virus
ÅGood newsfrom most corners of the world. However, the UK reported a further steep risein new infections last week (R=1.4), and that the Indian 

(delta) variant has gained a large market share (90%). However hospitalisations are just slightly up, and even the delta variant may be manageable 
ςin a country with the highest immunity rate, at some 70%. Further easing may be postponed

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

The economy, part I
ÅChina

» Credit growth has slowed substantially recent months and the credit impulse has fallen well into negative territory, even if the m/m growthrose 
marginally in May. The authorities have deliberately tightened credit policy and growth in credit outside banks has slowed toa trickle. After a 
while, the impact is usually felt, both in the real economy and in raw material markets

ÅUS
» Inflation once more accelerated more than expected, to 5% for the headline CPI and 3.8% for the core index, the highest in 12 and 29 years
ǊŜǎǇŜŎǘƛǾŜƭȅΦ tǊƛŎŜǎ ǊƻǎŜ ŀ ǘŀŘ ǎƭƻǿŜǊ ƳκƳ ǘƘŀƴ ƛƴ !ǇǊƛƭ ōǳǘ ǎǘƛƭƭ ŦŀǊ ŦŀǎǘŜǊ ǘƘŀƴ ƴƻǊƳŀƭΦ ¢ƘŜǊŜ ŀǊŜ ǎƻƳŜ ΨŜȄŎǳǎŜǎΩ ŀǎ ŜƴŜǊƎȅand transport (incl. 
used autos) contributed by 3.1 pp of the 5% headline print. However, price increases are broadening somewhat and demand may be strong the 
coming months and SMBs reported sky high price plans in their May survey. Anyway, Fed has reached its price level target (or 2% price growth 
over time) ςbut will not acknowledge that the employment target is met

» Χ ŜǾŜƴ ƛŦ ǘƘŜ ƴǳƳōŜǊ ƻŦ vacant jobs soared further to a record high level in April amid still very low employment rates and a higher 
unemployment rate than during booming times. During the next weeks and few months we should get an answer to this incredible important 
conundrum. How many million workers that are not employed today are able or willing to fill the vacant jobs when the corona virus retreats 
further, and extraordinary unemployment benefits are abolished? The extra benefits run until September, but 25 states have decided or will 
likely decide to opt out before that. The first 4 ended these benefits on Saturday. The outcome will reveal the growth potential in the US 
ŜŎƻƴƻƳȅΣ ŘŜŎƛŘŜ CŜŘΩǎ ǇƻƭƛŎȅΣ ȅƛŜƭŘǎ ϧ Ŝǉǳƛǘȅ ƳŀǊƪŜǘǎ ƳƻǊŜ ŀƴȅ ƻǘƘŜǊ ΨǎƛƴƎƭŜΩ ŦŀŎǘƻǊ ǿŜ ƘŀǾŜ ǎŜŜƴ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŘŜŎŀŘŜǎΗ

» Markets greeted the larger than expected jump in inflation and in unfilled vacancies by sending bond yields sharply down, and equities up to all
time high!

» The trade deficit fell in April, due to a decline in imports ςfollowing a much larger increase in March. At one stage (and quite soon we think), 
demand for goods in the US will slow, and imports will follow suit - but it has not happened yet. Exports recovered in April butremains below 
par

» The budget deficitfell in May due to some technicalities and the underlying deficit remains large. However, it has most likely peaked, even if 
downscaled but not properly funded (it seems like) infrastructure & family programs should be decided

Last week



ÅEMU
» ECB revised its March GDP growth forecast substantially upwards butkeptpolicy unchanged ςand did not signal that a change of tack is imminent

» GDP ŦŜƭƭ ΨƧǳǎǘΩ лΦо҈ ƛƴ vмΣ ŀƴŘ ƴƻǘ лΦс҈ ŘǳŜ ǘƻ ŀ ŘŜŎƭƛƴŜ ƛƴ ǇǊƛǾŀǘŜ ŎƻƴǎǳƳǇǘƛƻƴΦ .ǳǎƛƴŜǎǎ ƛƴǾŜǎǘƳŜƴǘǎ ǊƻǎŜ ŀƴŘ ƛǎ ŀƭƳƻǎǘ ōŀŎƪ ǘƻa pre-pandemic 
level. Net exports rose in Q1 but is still down vs Q4-19. GDP is 5.1% below the Q4-19 level

» Industrial production rose sharply in Italy and Spain, and production in the Euro Area probably rose in April even if Germany and France both 
surprised on the downside. All surveys are signalling strong growth - and orders are surging. Lack of components, and weak consumption of goods 
in the first tertial in Europe probably explain the discrepancy 

ÅUK
» GDP ƎǊŜǿ нΦо҈ ƳκƳƛƴ !ǇǊƛƭΣ ŀǎ ǎŜǊǾƛŎŜǎ ŎŀƳŜ όǇŀǊǘƭȅύ ōŀŎƪ ǘƻ ƭƛŦŜΦ D5t ƛǎ ƴƻǿ ΨƧǳǎǘΩ оΦу҈ ōŜƭƻǿ ǘƘŜ ǇǊŜ-pandemic level. In Q1, GDP was 8.8% 

below! 

ÅNorway
» bƻǊƎŜǎ .ŀƴƪΩǎ wŜƎƛƻƴŀƭ bŜǘǿƻǊƪ signals strong growth ahead but (at least) formally the Network signal a slower recovery than Norges Bank (and 

we) expect. All sectors and regions expect higher growth the coming months. Households services in the lead, for good reasons. Capacity 
utilisation & reported labour shortages are at average levels, even if all other measures of the output gap is well below zero. Expected wage 
inflation revised sharply up, by 0.4 pp to 2.7%. Businesses report higher prices for sales to other businesses but not to households

» Mainland GDP rose by 0.3% in April, as we expected (consensus 0.2%). GDP is still a tad weaker than NoBaassumed in June. Excluding electricity 
production, GDP was probably close to flat. May and even more June will be much better! 

» Inflation is not on the way up everywhere, the CPI-ATE core index fell by 0.5 pp y/y, to 1.5%, expected unch. or 0.1 pp down. Furniture prices fell 
sharply, food prices were lower than we expected too ςand they are flat y/y ςand recreation was om the downside too. None surprised much on 
ǘƘŜ ǳǇǎƛŘŜΦ ! ǎǘǊƻƴƎŜǊ bhY Ƙŀǎ Ǉǳǘ ŀ ƭƛŘ ƻƴ ƛƳǇƻǊǘ ǇǊƛŎŜǎΣ ŀƴŘ Ǝƭƻōŀƭ Ǌŀǿ ƳŀǘŜǊƛŀƭ ǇǊƛŎŜǎ ŀǊŜ ƴƻǘ ȅŜǘ ΨǾƛǎƛōƭŜΩ ƛƴ ǘƘŜ bƻǊǿŜƎianCPI

» Unemploymentfell further last week

Last week: The economy, part II 
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UK from the bottƻƳ ƻŦ ǘƘŜ ǊƛŎƘ ƳŀƴΩǎ ƭŜŀƎǳŜ ǘƻ ǘƘŜ ǘƻǇΣ ƛƴ о ǿŜŜƪǎ

The level is still low as new cases in all others have fallen sharply. And no hospital problem either

ÅThe UKhas reported a sharp increase in new infections, at least partly due to the new Indian mutant, which in some few weeks has 
ƎŀƛƴŜŘ ŀ фл҈ ΨƳŀǊƪŜǘ ǎƘŀǊŜΩΦ ¢ƘŜ ƴŜǿ ǾŀǊƛŀƴǘ ƛǎ ŦŀǊ ƳƻǊŜ ŎƻƴǘŀƎƛƻǳǎ όǎƻƳŜ ƴƻǿ ǎŀȅ сл҈ύ ǘƘŀƴ ǘƘŜ .ǊƛǘƛǎƘ ǾŀǊƛŀƴǘ όǿƘƛŎƘ ǿŀǎ 
substantially more contagious than the original corona virus). We estimate that almost 70% of the total British population isvaccinated 
or have been infected (the highest level in a major country) ςbut the virus is still able to spread at R=1.4 pace. 
» Still, the UK infection level is still low, just 12% of the January peak, and hospital occupancy is at 2% of the peak level (andis rising just very slowly)

ÅThe US & Germany are reporting very few new cases

ÅThe no. of new cases in Norway is heading very rapidlydown again

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

Covid-19
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UK has moved rapidly towards the top of the list

South Africa, Brazil at the top of the list. India is falling rapidly, cases down some 75% from the peak

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

Even India turned up in the past two weeks

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

Covid-19



8

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

Norwegian mobility sharply up

Covid-19



ÅThe removal of restrictions are quite parallel among 
rich countries ςbut the UK has tightened marginally 
ŀƳƛŘ ǘƘŜ ΨŘŜƭǘŀΩ ŀǘǘŀŎƪ

ÅThe remaining measures will be eased when the  
immunity rate 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

9

Restrictions are eased but most are still in place

Some may have small economic costs, others may be more expensive 



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 10

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

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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Here we go, German restaurants opened up too! And the Irish

The Brits seem to have become rather outgoing. The US not far below normal

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

Χ ŀƴŘ Ƨǳǎǘ мо҈ ōŜƭƻǿ ǇŀǊΣ ŜǾŜƴ ƛŦ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǘǊŀŦŦƛŎ ƛǎ ǎǘƛƭƭ ƛƴ ǘƘŜ ŘƻƭŘǊǳƳǎ

Global economy
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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)

ÅThe OECD data is updated through April. A further substantial lift in May, due to the acceleration in US inflation

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 

Å Following 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 ǘƘŜ 
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

» UK was 8.7% below in Q4-19 in Q1, but just 3.8% below in April!

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

» Swedenwas just 1% below the Q4-19 level, Norway was 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

» The USis 3.9% below, EMU6.8%, and UK11%

» India is 4.5% below

» 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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Credit growth slightly up in May but the credit cycle is tightening 

Bank lending is keeping up but other credit channels are drying up, by purpose

Å Total credit grew at an 8.2% rate  in May (m/m, annualised), up from 7.5% in April. Smoothed, the underlying rate may be 8%-9%, down from 13%during last 
spring (and >15% during some months). An 8% - 9% growth rate is close to the trend growth in nominal GDP 

» Total credit rose by RMB 1.9 trl, expected 2 trl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities). Seasonally 
adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 1.76 trl, up from 1.62 trl in April

» Bank loans rose by RMB 1.62 trl, both actual & seas adjusted. Bank loans are up 11% y/y

» Shadow banking creditwas marginally up (0.14 trl) in May, following no growth in April, and a decline in March. Underlying growth has fallen sharply 

Å The Chineseauthorities have signalled that credit growth outside banks should slow, and it has been growing slower than bank credit since early 2018. The 
contraction in shadow banking credit over the past year equals 5% of total credit

Å The credit impulse has turned negative, like it usually do every 4th year or so. The ramification may be felt in many markets

China
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The credit impulse has turned negative

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

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

» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in the Chinese economy, which 
have had impacts at other markets

ÅThe credit impulse bottomed in late 2018, turned positive one year later, peaked last autumn and has now ςand has now fallen 
into negative territory ςgrowth in credit is slowing

GDP is smoothed at the calculations on the charts above

China
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Credit impulse vs. PMI, metals prices

/ƻǊǊŜƭŀǘƛƻƴǎ ŀǊŜ ƴƻǘ ǘƛƎƘǘ ōǳǘ ŀ ǘƛƎƘǘŜǊ /ƘƛƴŜǎŜ ŎǊŜŘƛǘ ƳŀǊƪŜǘ ǘŜƴŘǎ ǘƻ ƭŜŀŘ /ƘƛƴŜǎŜ taLǎΧ

Å... by some few months

ÅAnd global metal prices (here the LME metal index) by several months, on average

China
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Dear Fed, we need to talk ςor rather youƴŜŜŘ ƘŀǾŜ ǘƘŜ ǘŀƭƪΧ

Of ŎƻǳǊǎŜΣ ƛǘ ŎƻǳƭŘ ōŜ ǘǊŀƴǎƛǘƻǊȅΧ

Å Headline CPI ǊƻǎŜ лΦс҈ ƳκƳ ƛƴ aŀȅΣ ŜȄǇŜŎǘŜŘ лΦп҈Φ ¢ƘŜ ŀƴƴǳŀƭ ǊŀǘŜ ŎƭƛƳōŜŘ ōȅ лΦу ǇǇ ǘƻ рΦл҈Φ {ƻΣ ƛǘΩǎ ƴƻǘ ŀƭƭ ōŀǎŜ 
ŜŦŦŜŎǘǎΣ ŀǎ ǇǊƛŎŜǎ ŦŜƭƭ ōȅ ΨƻƴƭȅΩ лΦм҈ ƭŀǎǘ aŀȅΦ This is the highest headline CPI print y/y since 2009 

Å Prices have been accelerating m/m since last October, and the 3m/3m rate is now up to 6.9%, highest since 2009

Å In May surveys, companies reported that they expect to lift prices sharply. We doubt all these planned price hikes 
are competed

Å The annual rate may come down over the summer as prices rose sharply m/m (0.5 pp) in both June & July last year

Å The Federal Reserve Ŏŀƴ ǎǘƛƭƭ ŀŦŦƻǊŘ ǘƻ ǿŀƛǘ ŀƴŘ ǎŜŜΣ ōǳǘ ǘƘŜ н҈ ŀǾŜǊŀƎŜ ƛƴŦƭŀǘƛƻƴ ΨƻǾŜǊ ǘƛƳŜΩ όƻǊ ǘƘŜ ǇǊƛŎŜ ƭŜǾŜƭ 
target) is already reached and communication will have to become more nuanced, with more assessment of the 
upside risks on inflation than until now. The Times They May Be!Ω/ƘŀƴƎƛƴΩΣ WŜǊƻƳŜ

USA
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Core inflation sharply up too, the annual rate the highest in almost 30 years

Prices +0.7% m/m in May, expected 0.4%, the y/y rate jumped 0.8 pp to 3.8%. The 2 y avgat 2.5% 

ÅCore prices rose 0.2 pp less than in April ςwhich yielded the highest monthly increase since 1982

» ¦ƴǘƛƭ ǘƘŜ !ǇǊƛƭ ΨǎƘƻŎƪΩ ǘƘŜ оƳκоƳ ǇǊƛŎŜ ƎǊƻǿǘƘ ŀǘ мΦн҈ ŘƛŘ ƴƻǘ ǎƛƎƴŀƭ ŀƴȅ ǎŜǊƛƻǳǎ ǇǊŜǎǎǳǊŜǎΣ ƴƻǿ ƛǘ ƛǎ ŀǘ рΦн҈

ÅThe price hikes in both April and May were at least partly due to one-offs which will not be repeated, or will 
be reversed 

» Used auto prices (and auto rental prices) seem to be a candidate on the downside

» However, some prices are still too low, like lodging, transport & recreation ςsectors that should be able to lift 
prices during the reopening process. And there is some broadening of inflation

ÅParts of the hike the annual rate is due to the falling prices last spring. However, the average inflation since 
April 2019 is 2.5% - and inflation has been above 2% whatever relevant starting point 

USA



Lodging away from home (incl hotels) is a part of housing at the charts above
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Transport & energy explain 3.1 pp of the 5.0% lift in total CPI

... Of which half from energy, but new/used vehicles & airline tickets are sharply up too

Å In May (and almost in April), new & used carsexplained half of the m/m lift in total CPI, and 1 pp of the 5% y/y growth in headline CPI

» Used car prices rose 7% in May, and are up 30% y/y. They are probably too expensive now, but not necessarily by 30%. The upside must be limited, though (as we said one month ago..) 

Å Energyhas lifted the headline CPI by 1.65 pp in the past year (but was not to blame for any of the m/m lifts in April or in May, asoil prices have flattened. If 
the oil price does not skyrocket from here, the contribution to the annual growth rate from energy will quickly fade (see more here)

Å Excluding the 3.1 pp contribution the headline CPI from energy & transportΣ άǊŜƳŀƛƴƛƴƎέ ƛƴŦƭŀǘƛƻƴ ƛǎ ǿŜƭƭ ŀōƻǾŜ н҈ όǿŜƛƎƘǘ ŀŘƧǳǎǘŜŘύ - however the highest 
level in several years. In addition, a far higher parts of the CPI is now reporting growth above 2% (even measured as an averageover 2 years, in order to 
adjust for the impact of price cuts last spring)

USA
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The oil price moves the headline CPI ςin both directions

The oil price has already increased a lot. More to go? Not a whole lot, in our opinion

ÅOil price cycleshave explained some 80% of the changes in CPI growth the past 30 years
» In our model we incorporate all indirect impacts from changes in the oil prices ςas well as the impact from other factors that influenced 

inflation which correlates to the oil price. 

ÅFrom time to time, there are substantial residuals, like now: Headline inflation is more than 1 % above the model 
forecast, as is the CPI x energy index (which is close to the core CPI). Why?
» Other factors are pushing inflation up, which are not correlated to the oil price. Excess demand, higher wages or something else? 
²Ŝ ƘŀǾŜ ǘƻ ǊŜŦƛƴŜ ƻǳǊ ƳƻŘŜƭΧ

USA
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Inflation expectations are drifting up but are not yet worryingly

Univ. of Mich survey 5 y inflation expectations have climbed to 2.9% from 2.4%

Å¢ƘŜ ¦aΩǎ ǎǳǊǾŜȅΩǎ 2.% rate is close to the 
highest in 10 years (2.9% smoothed at the 
chart to the left), and it is 0.4 pp higher 
than before the pandemic (2.5%)
» Still the level is not far above the past 10-year 

average ςbut it is a sign for the Fed, of course

» The UM short term inflation expectation at 
4.6% is the highest since 2011, up 0.9% from 
March (and he survey was conducted ahead of 
the CPI surprise last week). These expectations 
usually correlated to recent changes in energy 
prices ςlike now

ÅProfessional Forecastersexpect a 2.3% 10 
y rate of inflation in Q2, according to 
Philadelphia Fed, up from 2.0% in Q4. The 
Q4 level was the lowest ever, and 2.3% is 
just marginally above the past 7 years 
average, and it refers to CPI, which over 
ǘƛƳŜ ƎǊƻǿǎ лΦо ǇǇ ŦŀǎǘŜǊ ǘƘŀƴ CŜŘΩǎ 
referred inflation measure, the PCE

ÅThe 10 y break-even (CPI) inflation 
expectationhas fallen to 2.32% (not 
smoothed) from above 2.5%. Not too high 
for Federal Reserve

USA
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Supply, quality & cost of labour yet again reported as the major problems! 

{ŀƭŜǎ ŀǊŜ ƴƻǘΗ LǘΩǎ ǊŜŀƭƭȅ ƭƻƻƪƛƴƎ ƭƛƪŜ ǿŜ ŀǊŜ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ŀ ŎȅŎƭŜΣ ƴƻǘ ŀǘ ŀ ōŜƎƛƴƴƛƴƎΧ

ÅWhile more businesses than normal stated weak salesas the major problem during the pandemic, there were never 
that many, and now fewer than the average share of companies say than poor sales is the problem

ÅAvailability, quality, and cost of labour is a much more serious problem than normal, the share is now almost back up 
to the same level as before the pandemic, after subsiding somewhat

ÅThus, companies report they are constrained from the supply side, not from the demand side

ÅUnusually few companies are complaining about finance/interest rates and about taxes

USA
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Check these price messages from the small businesses

We hope you will never see anything like this again

ÅIt is long time since last time anyway, in December 1979, when price plans were as aggressive as today
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An even more dramatic x-check: The employment rate is extremely low

... given the high number of vacancies

USA
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Deficit narrows as exports increased and imports fell ςfrom a high level

Trade deficit down to USD 69 billion in April, from 75 billion in March

ÅExportsrose by 1.1% m/m, and are now on par with the pre-pandemic level (in value terms). In volume terms, exports of goodsare 
down 1.4%

ÅImports decreased by 1.4% in April, following the 7% jump in March, and remains almost 10% above the early 2020 level. In volume 
terms, the imports of goodsare 11% above! The reason is no doubt strong demand for goods in the U.S. The decline in April is not an 
obvious sign of weakness. However, the ISM import index has fallen somewhat recently. We expect household demand for goods to
slow in H2, from the present very high level

ÅThe deficit vs Chinais almost at the same level as when Trump became president. However, the total deficit vs. other countries has 
exploded, has have the total deficit 

USA
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GDP fell less than first reported in Q1: -0.3% vs. -0.6%
GDP is down 5.1% vs the Q4-19 level

ÅEuro Area GDP fell by 6.7% in 2020and GDP is still 5.1 % below the pre-corona level (revised up from -5.5%)

ÅGDP grew by 0.4% q/q in France (expected +0.1%), +0.1 in Italy (expected -0.4), while GDP decreased by 1.8% q/q in 
Germany (exp -1.7%), and -0.5% in Spain

ÅFrance, Germany are down 5% vs. the pre-pandemic level, Italy -6% and Spain -9%, as foreign tourism has collapsed 

EMU
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UK GDP grew by 2.3% m/m in April, boosted by the services, much more to go

GDP will probably return to (above) the pre-pandemic level in June as service activity will climb furth.

ÅGDPgrew 2.3%, as more restrictions were eased, expected up by 2.4%, following the 2.1% m/m growth in March. GDP 
is still 3.8% below the Feb-20 level. 
» January was the local trough (down 8.5% vs Feb-20), and GDP has been growing at 22% pace the past 3 months! 

ÅServiceswere up 3.4% in March, supported by hotels & restaurant, up 44% (but they were still 40% below the pre-
pandemic level ςjust wait for the May & June data!). Trade was up 8%, as more shops reopened  

ÅManufacturing, construction, and professional services were the only other sectors that were down ςbut all are 
trending up

UK



ÅMainland GDP grew by 0.3% m/m in April, above consensus 
and NoBa expectations, but as we expected. The decline in 
March was a tad smaller than initially -0.4% vs. -0.5%. GDP is 
down 1.6% from the local peak last Dec
» Production: Private serviceswere up by 0.4% in April even if hotels & 

restaurants were down 8.6%. Manufacturingwas up 1.3% m/m, while 
construction was up 0.3% 

Á Fisheries slightly down April, and electricity up 9%,ΨŎƻǊŜ a[ D5tΩ ǿŀǎ Ŧƭŀǘ

» Demand: bƻǊǿŜƎƛŀƴǎΩ ǎǇŜƴŘƛƴƎ at home fell 0.4% in April, goods up 
0.8%, services down 1.6%. Both investments in oil, Mainland 
businesses and housing rose in April, while all fell in Q1. Exportsx 
travel fell -4.4% 

ÅMainland GDP is down 2.6% vs the Feb-20 level
» The GDP level ƛǎ ƳŀǊƎƛƴŀƭƭȅ ōŜƭƻǿ bƻǊƎŜǎ .ŀƴƪΩǎ ŜǎǘƛƳŀǘŜ ƛƴ ǘƘŜ aŀǊŎƘ 

MPR. Ex fisheries & electricity, GDP is down 3.4% 

» Production: The 4 hard hit servicesare down 20% (business services) 
to 51% (hotels & restaurants). The total negative drag equals 3.4% of 
Mainland GDP. Other sectors are up is sum flat, with trade, 
manufacturing & educationin the lead. Constructionis down 5%, even 
if housing investments are up 

» Demand:Norwegians are spending2% less in Norway than in Feb-19, 
services down 17%, goods up 8%. Spending abroad has fallen by 96%  
(equalling 9% of disp. income), and the money is saved. Housing 
investmentsare up. Mainland business investmentshave fallen by 3%, 
while oil investmentsare up 2%!! Exportsex petroleum (and tourism) 
are 3% below the Feb-20 level. Foreignersare not spending anything in 
Norway, a cut equalling 1.4% of Mainland GDP
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Mainland GDP up 0.3% in April ς0.1 pp above expectations

¢ƘŜ ƛƴŎǊŜŀǎŜ ǿŀǎ ŀōƻǾŜ bƻ.ŀΩǎ ŜȄǇŜŎǘŀǘƛƻƴ

Norway
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Production: An improvement in all main sectors in April
The 2nd /3rd wave hit all sectors too, from late last year

ÅService sector production was up 0.4%in April, as corona restrictions were eased ςVery likely, March was the bottom 

Manufacturing production (incl mining)also rose in April, up 1.3% m/m, while construction was up 0.3%

ÅOther goods productionis volatile mostly due to (ocean) fisheries and electricity production. Production was flat in 

April, supported by a 9.1% increase in electricity production

Norway
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Some savings lost in transactions 

¢ƘŜ ƴŀǘƛƻƴŀƭ ŀŎŎƻǳƴǘǎ ǊŜǇƻǊǘ мм҈ ƴŜǘ ƘƻǳǎŜƘƻƭŘ ΨŎŀǎƘΩ ǎŀǾƛƴƎǎΣ ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ ŦƛƴŘ Ƨǳǎǘ п҈

ÅThe two stats are not always in line but the discrepancy is larger than normal
» The net financial investment calculated from the National income, consumption and housing investment data should equal household transactions in 

financial instruments ςwhere the net cash is invested

ÅFinancial accounts show that the extra net saving is invested in bank deposits, which are up NOK 100 bn, 50 bn more than 
ΨƴƻǊƳŀƭΩΦ tŜƴǎƛƻƴǎ ƛǎ ǘƘŜ ƻǘƘŜǊ Ƴŀƛƴ ǎŀǾƛƴƎǎ ǾŜƘƛŎƭŜΣ ǿƛǘƘƻǳǘ ŀƴȅ ŀŎŎŜƭŜǊŀǘƛƻƴ ǘƘǊƻǳƎƘ ǘƘŜ ǇŀƴŘŜƳƛŎ όǎǳƳ рл ōƴύ

ÅInvestments in fund shares have increased recent quarters, as have investments in public equities, by NOK 25 bn and 16 bn 
respecitvely

ÅDebt is increasing steadily, by almost NOK 200 bn per year

Norway
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ÅCPI-ATE(ex. energy and taxes) inflation is down 0.5 pp to 1.5% 

ƛƴ aŀȅΤ лΦп ǇǇ ōŜƭƻǿ bƻǊƎŜǎ .ŀƴƪΩǎ ŦΩŎŀǎǘΣ лΦр ǇǇ ōŜƭƻǿ 

consensus estimate and our forecast

» Prices were down 0.1% m/m (seas adj), down from 0.04% in April

» Inflation is below 2% for housing, clothing, food, alcohol, 

communication, transportation, and airline tickets ςothers are 

still above

» The main miss (vs our ŦΩŎŀǎǘ) was a 2.5% drop in furnishing prices

» As we have expected, imported goods price inflation is now 

receding, due to NOK effect (and more than we assumed in May)

» Domestic inflation has slowed substantially to 1.5%

ÅTotal inflation slowed 0.3 pp to 2.7%

ÅThe outlook

» Inflation may slowsomewhat more the coming quarters.  

the NOK effect fades and wage inflation remains moderate 

(if not low). Demand for goods will have to decline from a 

very high level. Upside risk: Higher raw material 

prices/global price pressures but the spilloverto the 

Norwegian CPI is not that significant

» Anyway, CPI inflation will not have any material impact on 

bƻǊƎŜǎ .ŀƴƪΩǎ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅǘƘŜ ŎƻƳƛƴƎ ƳƻƴǘƘǎΦ LǘΩǎ ŀƭƭ 

about the post Covid-19 recover ςand the housing market

Inflation is not on the way up everywhere:  CPI-ATE down 0.5 pp to 1.5% y/y!

Imported goods prices fell sharply, helped by a stronger NOK. Domestic inflation modest too

Norway



ÅActivity the past 3 months

» The Network reports a 0.9 growth pace (annualised, 0.2% not annualised) 
to Feb-April from Nov-Jan. In February, the network expected a 1.8% growth 
pace the next 6 months. Obviously the first 3 months have been weaker 
expected, and Mainland GDP was much weaker than the Network reports, 
as it fell at a 4% pace! Capacity utilisation & labour shortages are at average 
levels

ÅExpectations for the coming months

» The Network expect at 3.8% growth pace the next 6 months, best since 
2010. We expected a 6% signal. In March, Norges Bank expected a 6% 
growth pace in Q2 and Q3 on average

ÁAll sectors are expecting higher growth 

ÁHousehold services are the most optimistic, for good reasons. 
Commercial services are no. 2 at the list

ÁConstruction expects growth, following a setback the previous the 3 
quarters. Manufacturers are expecting brisk growth 

ÁOil related sectors are the least optimistic

ÁRetailers expect a 3% growth pace ςwe think they are too optimistic

» Investmentplans are revised further up

» Wage inflation is revised up 0.4 p to 2.7%, the 2nd largest quarterly revision 
ever

» Companies expect to lift prices vs other businesses sharply but not (yet) vs. 
households
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bƻǊƎŜǎ .ŀƴƪΩǎ bŜǘǿƻǊƪ ŜȄǇŜŎǘǎ ŀ ōǊƛǎƪ ǊŜŎƻǾŜǊȅ ōǳǘ ƭŜǎǎ ǘƘŀƴ ǿŜ ŜȄǇŜŎǘŜŘ

ΦΦΦ !ƴŘ ǿŜŀƪŜǊ ǘƘŀƴ bƻǊƎŜǎ .ŀƴƪΩǎ ƎǊƻǿǘƘ ŦƻǊŜŎŀǎǘǎ όŀǘ ƭŜŀǎǘ ŦƻǊƳŀƭƭȅύ ƛƳǇƭȅ

Norway

ÅImplications
» ¢ƘŜ wŜƎƛƻƴŀƭ bŜǘǿƻǊƪΩ ƎǊƻǿǘƘ ƻǳǘƭƻƻƪ ŘƛŘ ƴƻǘ ƎƛǾŜ bƻǊƎŜǎ 

Bank an argument for lifting the interest rate path

» Still, we expect the bank to lift the interest rate outlook 
somewhat later this week, due to higher oil prices, higher 
wage inflation, a weaker NOK and a reduced NIBOR spread 
(though counterweighted by lower CPI inflation) 



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ36

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

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

Global economy

ÅEmerging Markets x China are reporting much better Řŀǘŀ ǘƘŀƴ ŜȄǇŜŎǘŜŘΣ ƛǘΩǎ 

rather extreme (>4 st.dev above avg)

ÅThe EMUis still surprising on the upside

ÅThe USsurprise index shot up on the CPI, and we guess the vacancies report 

ÅChina slides down, to well below neutral, alongside a credit tightening

ÅNorwayhas surprised on the downside, last week on weaker CPI data



ÅChina
» Retail sales were on the weak side in April, as was service sector production. 

Industrial production was OK, as were investments. We expect May data to confirm 
that GDP growth will accelerate from the low print in Q1, but we expect growth to 
slow in H2. The activity level is high, and credit is tightened

ÅUSA

» What will the Fed say they talked about?Most likely, they will start discussing the 
timing of a tapering, for reducing the bond buying program. No precise message will 
be given. The bank will take credit for bringing inflation up (just transitory, of course) 
while noting that the economy is recovering but that the employment level is still too 
ƭƻǿΦ ²Ŝ ŜȄǇŜŎǘ ǘƘŜ ΨŘƻǘ ǇƭƻǘΩ ǘƻ ōŜ ƭƛŦǘŜŘΣ ŀǎ ƳƻǊŜ ƳŜƳōŜǊǎ ǿƛƭƭ ŦƛƴŘ ƛǘ ŀǇǇǊƻǇǊƛŀǘŜ ǘƻ 
start hiking the signal rate in 2022 (4 of 18 in March) or in 2023 (3 more, in total 7 
ōŜŦƻǊŜ ŜƴŘ ƻŦ Ψно ƛƴ aŀǊŎƘύΣ ŀǎ ǘƘŜ ƳŀǊƪŜǘǎ ƛǎ ŀƭǊŜŀŘȅ ŘƛǎŎƻǳƴǘƛƴƎ. We expect the bank 
to announce measures to dry up liquidity in the money market

» Retail salesmust be miles above normal level, following the distribution of the 
stimulus cheques and until now far less possibilities for spending on services. On the 
other hand, the savings rate is still high, and the accumulated increase in banks savings 
is impressive. Just a small decline in sales is expected in May

ÅNorway

» Norges Bank will leave the signal rate unchanged at zero but we expect the bank to 
nudge the interest path up, but less than 3 months ago. The Bank will signal that the 
probability for a September hike has increased (vs. the 50% implied probability 
signalled in March). The market is well prepared. Se more at the next page
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The Calendar: FOMC. FOMC. FOMC. And US retail sales, Chinese May data. NoBa

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

Time Count. Indicator Period Forecast Prior

Monday June 14

11:00EC Industrial Production SA MoM Apr 0.4% 0.1%

Tuesday June 15

06:00SW PES Unemployment Rate May 3.7%

08:00NO Trade Balance May 17.0b

08:00UK ILO Unemployment Rate 3MthsApr 4.7% 4.8%

14:30US Retail Sales Advance MoM May -0.6% 0.0%

14:30US Retail Sales Control Group May -0.4% -1.5%

14:30US Empire Manufacturing Jun 22 24.3

14:30US PPI Ex Food, Energy, Trade MoMMay 0.5% 0.7%

15:15US Manufacturing Production May 0.7% 0.4%

16:00US Business Inventories Apr -0.1% 0.3%

16:00US NAHB Housing Market Index Jun 83 83

Wednesday June 16

08:00NO New Home prices Q1

08:00UK CPI YoY May 1.8% 1.5%

08:00UK CPI Core YoY May 1.5% 1.3%

09:00CH Retail Sales YoY May 13.8% 17.7%

09:00CH Industrial Production YoY May 9.2% 9.8%

09:00CH Fixed Assets Ex Rural YTD YoYMay 17.0% 19.9%

11:00EC Labour Costs YoY 1Q 3.0%

14:30US Building Permits May 1730k 1760k

14:30US Housing Starts May 1640k 1569k

20:00US FOMC Rate Decision Jun-16 0.00% 0.00%

Thursday June 17

03:30CH New Home Prices MoM May 0.48%

10:00NO Deposit Rates Jun-17 0.00% 0.00%

10:00NO .. Change in interest rate path +0.15% +0.27%

11:00EC CPI Core YoY May F 0.9% 0.9%

14:30US Philadelphia Fed Business Jun 31.0 31.5

14:30US Initial Jobless Claims Jun-12 360k 376k

16:00US Leading Index May 1.3% 1.6%

Friday June 18

01:30JN Natl CPI Ex Fresh Food, Energy May -0.3% -0.2%

06:00SW HOX Home-Price Index, YoY 18.9%

08:00UK Retail Sales Ex Auto Fuel MoMMay 1.4% 9.0%



What has changed since bƻ.ŀΩǎMarch MPR?

ÅOn the upside vs. the interest rate path
» Global growth estimates have been revised marginally up

» Interest rates among our trading partners are unchanged

» The oil price (curve) is USD 4 -5/b higher

» NOKis 2% stronger than assumed

» Wage inflationwill be revised up by approx. 0.4 pp

» The NIBOR-NoBadeposit spread will be revised down by at 
least 5 bps (to 30)

ÅNeutral
» Domestic demand mixed, consumption weaker than expected 

through April but 2021 Mainland business investments will be 
revised up, as may 2022 oil investments 

» Vaccinationprocess in line with NoBaŦΩŎŀǎǘ

» Fiscal policy, even if extra measures are decided, will not lift 
domestic demand more than NoBaexpected in March

ÅOn the downside
» CPI inflation slightly down in the near end

» The mortgage spread has widened marginally

» Judgement/grand picture: The housing marked may be 
slowing somewhat down, household credit growth has been 
weaker (but corp. credit growth higher) than expected, no 
take-off in consumer confidence. The Network OK but did not 
signal faster growth than NoBaexpected 
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September is coming, and the rest of the interest rate path will be lifted too

Changes in the interest rate path from 

the March NoBa meeting

Impact

bps

Domestic demand (incl oil price), capacity util. 3

Money Market (money market, lending spreads) 2

Prices, wages 10

Foreign factors 1

NOK 10

Judgement (surveys, fin. stab, global risk etc) -12

Sum 14
Changes in NOK Dec-22 FRA since mid March -9

Change in the interest path 1 1/2 - 2 years from now

Interest rate paths
SB1M Change Fair FRA *) FRA SB1M vs

Path 1-21 f'cast bps @IMM, SB1M now FRA

Q2 21 0.00 0.00 0.00 0.22 0.21       0.01

Q3 21 0.01 0.01 0.00 0.46 0.46       0.01

Q4 21 0.13 0.19 0.06 0.66 0.65       0.01

Q1 22 0.31 0.39 0.08 0.85 0.82       0.04

Q2 22 0.48 0.58 0.10 1.02 0.97       0.06

Q3 22 0.63 0.75 0.12 1.17 1.10       0.07

Q4 22 0.75 0.89 0.14 1.28 1.20       0.09

Q1 23 0.86 1.00 0.14 1.38 1.31       0.08

Q2 23 0.96 1.10 0.14 1.46 1.40       0.06

Q3 23 1.03 1.17 0.14 1.52 1.47       0.05

Q4 23 1.09 1.23 0.14 1.59 1.53       0.06

Q1 24 1.16 1.30 0.14 1.66 1.59       0.07

Q2 24 1.23 1.37 0.14 1.73

Q3 24 1.30 1.44 0.14 1.79

Q4 24 1.36 1.50 0.14 0.53

*) Assuming a 30 bps NIBOR spread from Q3-21

Q4 FRAs adjusted for liquidity prem

Å Norges Bank will signal that a September hike now seems most likely ς
but not a done deal, and will not rule out a 2. hike in December. The 
average Q4 rate forecast will be revised to 19 bps, from 13 bps

ÅWe expect just a small upward revision of the interest rate path 
thereafter, and less than the March lift



Highlights

The world around us

The Norwegian economy

Market charts & comments
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Credit growth slightly up in May but the credit cycle is tightening 

Bank lending is keeping up but other credit channels are drying up, by purpose

Å Total credit grew at an 8.2% rate  in May (m/m, annualised), up from 7.5% in April. Smoothed, the underlying rate may be 8%-9%, down from 13%during last 
spring (and >15% during some months). An 8% - 9% growth rate is close to the trend growth in nominal GDP 

» Total credit rose by RMB 1.9 trl, expected 2 trl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities). Seasonally 
adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 1.76 trl, up from 1.62 trl in April

» Bank loans rose by RMB 1.62 trl, both actual & seas adjusted. Bank loans are up 11% y/y

» Shadow banking creditwas marginally up (0.14 trl) in May, following no growth in April, and a decline in March. Underlying growth has fallen sharply 

Å The Chineseauthorities have signalled that credit growth outside banks should slow, and it has been growing slower than bank credit since early 2018. The 
contraction in shadow banking credit over the past year equals 5% of total credit

Å The credit impulse has turned negative, like it usually do every 4th year or so. The ramification may be felt in many markets

China
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/ǊŜŘƛǘ ƎǊƻǿǘƘ Ƙŀǎ ǘǳǊƴŜŘ ǎƻǳǘƘ όŀǎ ŜȄǇŜŎǘŜŘ Ǉƻǎǘ ƎƻǾΩǘ ǿƛǎƘ ǘƻ ŎǳǊō ƎǊƻǿǘƘύ

As it usually does, every 4th year. The turnaround now is not faster than before (in percent. pts.)

ÅOver the past year, total credit has expanded by CNY 25 trl, equalling >25% of annual GDP, down from CNY 30 trl at the peak

ÅBanks supplied CNY 20 trl of the y/y increase

ÅLocal governments have not yet accelerated their borrowing by much, at least not in the bond market, still up 3.3 bn y/y

ÅOther credit ςvia the shadow credit market x local gov bonds gained speed last spring but has slowed substantially in recent months just up 1.5 trl
(from +5 trl!)

ÅTotal credit growth at 10.2% y/y, the lowest since 2005, but still well above nominal GDP trend growth before the pandemic. (Underlying growth is 
even lower)

China
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The credit impulse has turned negative

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

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

» A negative credit impulse indicates credit tightening (or weaker demand) and has been associated with slowdowns in the Chinese economy, which 
have had impacts at other markets

ÅThe credit impulse bottomed in late 2018, turned positive one year later, peaked last autumn and has now ςand has now fallen 
into negative territory ςgrowth in credit is slowing

GDP is smoothed at the calculations on the charts above

China
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Credit impulse vs. PMI, metals prices

/ƻǊǊŜƭŀǘƛƻƴǎ ŀǊŜ ƴƻǘ ǘƛƎƘǘ ōǳǘ ŀ ǘƛƎƘǘŜǊ /ƘƛƴŜǎŜ ŎǊŜŘƛǘ ƳŀǊƪŜǘ ǘŜƴŘǎ ǘƻ ƭŜŀŘ /ƘƛƴŜǎŜ taLǎΧ

Å... by some few months

ÅAnd global metal prices (here the LME metal index) by several months, on average

China
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Chinese inflation slightly below consensus, up 1.3% y/y ςand has turned up

Core CPI up 0.2% m/m, and up to 0.9% y/y ςbut more rapid price increase the recent months

ÅTotal annual CPIgrowth fell from above 5% in early 2020 to -0.2% in Feb. In May, CPI was at 1.3% y/y, up 0.4 pp from the previous month

ÅFood pricesfell by 0.8% m/m as pork prices fell 6.6%. Food prices are up 0.3% y/y (down from 0.7% in April). However, the latter is trending 
Řƻǿƴ ŦƻƭƭƻǿƛƴƎ ǘƘŜ мол҈ ǇǊƛŎŜ ƛƴŎǊŜŀǎŜ ŘǳŜ ǘƻ ǘƘŜ ΨǇƛƎ ƳŀǎǎŀŎǊŜΩ όǎǿƛƴŜ ŦƭǳύΣ ŀƴŘ ǇǊƛŎŜǎ ŀǊŜ ǎǘƛƭƭ ǳǇ рл҈ ǾǎΦ ǘƘŜ ƭŜǾŜƭ ōŜŦƻǊe the flu, and will 
probably continue to decline substantially over time 

ÅThe core, ex food & energy price index rose by 0.2% m/m, and is up 0.9% y/y, from 0.7% in April. The monthly price increases were high in both 
March & April ςand the 3m/3m rate has surged

Å Inflation is up but is still lowand supports real income growth. Monetary policywill not respond at low inflation per se, the real economy is 
more important ςand it is more than strong enough to rely less on credit fuelled growth ςcheck the previous pages

China
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Pork prices down 7% m/m in May, pulling down food price inflation

Pork prices are down 30%, but are still 50% higher than before the swine flu ςprobably more to go

China
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Factory gate prices are still surging thanks to commodity prices ςprofits are back

PPI up 1.4% m/m in May, up 9% y/y, expected 8.5%. And the impact is felt around the world?

ÅThe PPIpeaked in late 2018 but prices just fell some 4%, some of it during the spring. During previous setbacks, PPI has fallen up to 
13% (and never less than 8%). The rise in PPI in the last few months can largely be contributed to an increase in the price of 
commodities 
» The correlation to Chinese CPI is not that strong. It is more important for other countries, check next page

ÅProfits in privately owned industrial enterprisesŦŜƭƭ ōȅ рл҈ ƛƴ CŜōǊǳŀǊȅ ΨнлΦ tǊƻŦƛǘǎ ǊƻǎŜ ǘƻ ŀ ƴƻǊƳŀƭ ƭŜǾŜƭ ƛƴ !ǇǊƛƭκaŀȅ Ψнл ςif we 
label the profit level in 2019 and early 2020 as normal ςat 5% of GDP ςand now it has climbed to 6%

ÅProfits in state owned enterprises profits have now come back above 3% - a level not seen since 2013 (there is something strange in 
ǘƘŜǎŜ ŘŀǘŀΧύ

China






















































































































































































