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The virus
ÅThe far more contagious Delta variant is gaining market share, rapidly  - and as more countries are reporting a steep increase in new cases, some 

restrictions are reimposedςand markets are taking notice. UK, Portugal, Russia, Spain, Netherlands, France, Greece, Denmark and Switzerland are 
among countries that are reporting a sharp increases in new cases

ÅHowever, in rich countries, where the old and exposed are vaccinated, the number of hospitalisations & deaths are just slowlyincreasing, and 
remain at very low levels. Thus, we are still far away from another heath crisis. We assume vaccinations will gain speed if the virus situation 
escalates, and slow the spread of the virus before a new, serious health crisis occurs

ÅNorway is now vaccinating more people per day than any other rich country ever has done, barring Israel in January. Still, the immunity level in 
Norway is the lowest among rich countries. The no. of new cases is increasing marginally but very few need hospital treatment(still less than 30 
persons!)

ÅMobility flattened/declined marginally last week. It may be due to the spread of the Delta variant 

The economy, part I
ÅGlobal PMI 

» The global PMI fell by 1.8 p to 56.6 in June, with negative contributions from US, China and several other countries. In Europe,the PMIs rose 
further, as activity in the service sector recovered. US services reported slower growth (but still very high). While growth remains strong in the 
rich part of the world, EM countries are at the lower part of the chart. Global delivery times are still increasing fast, as are prices. But the 
growth in theglobaleconomy has probably peaked

ÅAuto sales 
» Global sales fell some 4% in June, and is now 12% below the 2019 level. The decline in June was broad, led by the US and China (where sales 

the previous months were revised down). In the Euro Zone, sales remained at 20% of H2-20 level, we suppose mostly due to weak demand. In 
EM x China sales probably fell slightly, even if sales in India recovered somewhat (but was still 50% below April sales). 

» No doubt, lack of semi-conductorsŜȄǇƭŀƛƴǎ ǘƘŜ ƭƛƻƴΩǎ ǎƘŀǊŜ ƻŦ ŘŜŎƭƛƴŜ ƛƴ globalsales. Auto producers world wide now report that this problem 
will not be solved anytime soon. If auto production is cut by 5%, global GDP will be reduced by some 0.1 pp, not a serious problem. However, 
other sectors are also reporting negative impact for data chips shortages

Last week



ÅChina
» Credit growth accelerated somewhat in June, but the trend is still down, and the credit impulse is clearly negative

» However, on Friday the PBoCŀƴƴƻǳƴŎŜŘ ŀ Ŏǳǘ ƛƴ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ by 50 bps, following a surprising pre-warning on Wednesday. The 
impact on banks lending capacity is limited (3 weeks extra lending) but the policy signal may be more important. The authorities want to keep 
credit growth in check in order to reduce the risk for a future credit bust. On the other hand, they do not want to curb growth too much now
either ςŀ ŎƻƳƳƻƴ ǘǊŀŘŜ ƻŦŦ ƛƴ /Ƙƛƴŀ όŀƴŘ Ƴŀƴȅ ƻǘƘŜǊ ǇƭŀŎŜǎΧύ 

ÅUSA
» The FOMC is more divided than normal, but the majority still thinks the progress towards its target is not yet substantial, and that the 

expansionary policy should continue for a long while. Other members seem to be more eager to remove some of the QE earlier, and more 
members want to hike rates earlier. Bond yields have fallen sharply, probably due growth concerns but equities and commodities were not weak

» The no. of unfilled vacancies remained at a record high level in May, confirming business surveys. However, the problem did not get worse in 
May/June, and the no. of voluntary quits fell slightly (but is still the 2nd highest on record, signalling a very tight labour market)

ÅEMU
» ECB has lifted its inflation targetto symmetric around 2%from ΨōŜƭƻǿ ōǳǘ ŎƭƻǎŜ ǘƻ н҈Ω, signalling somewhat larger tolerance for inflation (at least 

vs. the old BuBastyle). On the other hand, the ECB will include owner-occupied housing cost in the inflation target, bur probably in a way that will 
not influence inflation that much. However, as the housing market is now strengthening, and higher housing costs may have some impact on 
monetary policy. The 3rd change: ECB will focus more on implications of financial imbalancesrather than inflation implications of a monetary 
developments, which has turned to be a complicated science. Again, a Bundesbank pillar is buried (perhaps just before the BuBaapproach could 
ōŜ ǾƛƴŘƛŎŀǘŜŘΣ ŀǘ ƭŜŀǎǘ ƛƴ ǘƘŜ ¦{Χύ

» Retail salesrose 4.6% in May, and sales are 5% above the Feb-20 level

ÅSweden
» GDP grew less than expected in May, and April was revised down. Still, GDP is now close to the pre-pandemic level

ÅNorway
» Mainland GDP rose 1.8%, twice as much as expected, and April was revised slightly upwards, and GDP was just 0.7% below the Feb-20 level (NoBa

assumed -1.8% in the June MPR). Services recovered sharply but still operates far below normal levels. We expect further lifts in GDP the coming 
months, which paves the way for a NoBahike in September

» Core CPIonce more surprised on the downside, up 1.4% y/y as food & airline ticket prices were lower than we expected. Total CPI is just below 3%, 
due to the hike in electricity prices

» House pricesrose by just 0.2% in June, less than expected (NoBa0.5%, we 0.6%). Prices rose slightly in Oslo, following 3 months decline. The 
market balance suggest higher prices, even (marginally) in Oslo. However, buyers are aware of the coming rate hikes this time?

Last week: The economy, part II 



ÅThe Delta viruswill very likely capture the corona virus 
market in most countries 

ÅUK, Portugal, Russia, Spain, Greece, France, 
Netherlands, Denmark are all hit

ÅOn the other hand, while the no. of hospitalisations,
and even more, deathsare on the way up in these 
countries, the level is low, and the hospitalisation rate is 
still falling ςand the death rate remains very low 

ÅThus, there will not be a health crisis anytime soon but 
at the current growth rates there may be some clouds 
on the horizon. (See more next page)

ÅIn Norway, the no. of new cases is increasing slowly but 
the no. of hospitalised remains very low

ÅIn most other rich countries, the no. of new cases are 
stable or are still falling, even if restrictions are eased 
and mobility has increased sharply

Source: Financial Times, June 20
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The Delta variant is rapidly taking over the virus market
²Ŝ ƘŀǾŜ ǘƻ ŀŘŘ ƳƻǊŜ ŎƻǳƴǘǊƛŜǎ ǘƻ ǘƘŜ ǎǇŀƎƘŜǘǘƛ ŎƘŀǊǘ ōŜƭƻǿ ŜǾŜǊȅ ǿŜŜƪΧ

Covid-19
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A majority of countries are reporting more cases, the Delta to blame

UK at the top of the list, but just up 35% last week (from 70)

{ǇŀƛƴΣ DǊŜŜŎŜ ŀƴŘ bŜǘƘŜǊƭŀƴŘǎ ŀǊŜ ΨŜȄǇƭƻŘƛƴƎΩ

Norway
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UK: Still a moderate increase in new hospital admissions, deaths

Χ !ƴŘ ŦǊƻƳ ǾŜǊȅ ƭƻǿ ƭŜǾŜƭǎΣ ŎƻƳǇŀǊŜŘ ǘƻ ōŜŦƻǊŜ ǘƘŜ ǾŀŎŎƛƴŀǘƛƻƴ ǇǊƻŎŜǎǎ

ÅThe no. of new cases per day is steadily growing, by 40% - 70% per week (R=1.3 ς1.5), and will reach the January peak by the end of the 
month ςand by that time the immunity rate will have increased further (albeit not by much, UK immunity is increasing by just 1.5 pp per week 
now)

ÅHowever, the hospitalization ratehas fallen sharply as both the old and other risk groups are vaccinated. The rate is approaching 2% from 
appox. 8% in January ςand it is still declining. On the other hand, UK hospitals will be filled up once more if nothing changes the coming 
months. Hopefully, vaccination will speed up again, from the present 1.5% of population per week

ÅThe case fatality rate (of those tested positive) has fallen even more, to 0.2% from close to 3%

Å Implication: The Delta variant spreads like a wildfire but the number of infected will have to increase to very high levels before the UK will run 
into a health crisis

Covid-19
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Are we seeing some impact of the Delta on mobility (outside India)?

Mobility sharply down in Australia, and UK is sliding? 

Covid-19
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Mobility almost back to normal most places in Norway

hǎƭƻ ǎǘƛƭƭ мо҈ ŘƻǿƴΣ ŀŎŎƻǊŘƛƴƎ ǘƻ DƻƻƎƭŜΦ {ƻƳŜ ƭƻŎŀƭ ƻǳǘōǊŜŀƪǎΣ ΧǎŜŜƳǎ ƳŀƴŀƎŜŀōƭŜ   

Covid-19



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. Denmark not fully updated 10

Vaccinations: Finally, Norway in the lead, at least with regards to the pace

However, Norway is a laggard vs the levelΣ ŀǎ ǿŜ ŘƻƴΩǘ ǳǎŜ !ǎǘǊŀ½ŜƴŜŎŀ ŀƴŘ WϧWΩǎ ǾŀŎŎƛƴŜǎ

Covid-19

Sum doses
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Global retail sales have flattened ςand growth in manufacturing is slowing

ÅRetail sales probably fell slightly in May, even if EMU sales rose close to 5%. Sales rose just marginally in China, fell in the 

US and we assume in India too. Sales are still 4% above the pre-pandemic level

ÅManufacturing production climbed further in May, and is also 4% above the pre-pandemic level

ÅGlobal foreign trade rose further in April, to 7.5% above the pre-Covidlevel, 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

Χ !ǘ ƭŜŀǎǘ ǳƴǘƛƭ ǿŜ Ŏŀƴ ǎǇŜƴŘ ƳƻǊŜ ƳƻƴŜȅ ƻƴ ǎŜǊǾƛŎŜǎΦ aŀƴǳŦŀŎǘǳǊƛƴƎ ƛǎ ǎǘƛƭƭ ǘǊŜƴŘƛƴƎ ǳǇΣ ōǳǘ ǎƭƻǿŜǊ

India

Global economy
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Global airline traffic on the way up again ςstill 25% below the 2019 level

US airline traffic straight up, but still 22% below par due to still little travel abroad

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 still recovering ςremains below par in most EMs x Ch

In Europe confidence is well above avg., and above the pre-pandemiclevel

ÅUS is reporting confidence above an 
average level, but (on average for the 2 
Ƴŀƛƴ ǎǳǊǾŜȅǎύ ǎǘƛƭƭ ōŜƭƻǿ ŜŀǊƭȅ Ψнл ƭŜǾŜƭ

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 
(at least until June)

ÅIn sum: Households are ready to spend 

Global economy
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Peak PMI: The global composite PMI down in June, still signalling 5% - 6% growth

As we assumed after the weak Chinese report, the global index lost 1.8 p to 56.6

ÅThe PMI signals growth at close to twice the trend growth 

ÅBoth services and manufacturing contributed on the downside in June

Global PMI
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Rich countries in the lead, while some emerging markets struggle

The Swedish PMI is the best of all, ever. Just 3 countries below the 50-line  

Å9 countries/regions up (from 17 in May), 16 down in June (from 8). 3 below the 50-line (from 4)
ÅSweden, US, Spain, and the UK at the top. 
ÅThe Chinese PMIs were down across the board 
ÅIndia at the bottom, following a further decline June ςeven if the virus outbreak has been beaten back and mobility has 

increased significantly

Global PMI
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Businesses keep reporting rapid growth in input/output prices but a tad slower

Peak PMI price indices? Still, 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 3.5% in rich countries in May

ÅThe correlation to core CPI is far less impressive 

Global PMI - Inflation



ÅActual employmentgrowth surged in June ςand far 
more than expected ςand the past 3m/m employment 
is up at a 4.5% pace

ÅNow, ISM servicesare reporting a decline in 
employment, while manufacturersreported an 
increase in employment. 

ÅThe weighted average of PMI & ISM employment index 
is at an average level, signalling an average growth in 
employment ǿƘƛŎƘ ƛǎ ŦŀǊ ōŜƭƻǿ ǿƘŀǘΩǎ ƴŜŜŘŜŘΣ ƎƛǾŜƴ 
the 4% ς5% shortfall in employment vs. the pre-
pandemic level

ÅAccording to the Markit PMI survey, companies are 
reporting that they are struggling to find the right
employees

ÅThe respondents in the ISM services survey join in; 
several sector report lack of labour and one sector that 
wages are increasing in an unprecedented pace 
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PMI/ISM: The employment indices down, very likely due to lack of labour

Services are reporting a decline in employment ςǿƘƛŎƘ ƛǎ ŀ ΨŎŀǘŀǎǘǊƻǇƘŜΩ ǘƻŘŀȅ

USA ISM/PMI
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Auto sales down most places in June ςglobal sales down 4%, -12% vs pre-Covid

Semiconductor shortages at least partly to blame for lower sales, but Covid also to blame directly

ÅBased on our preliminaryestimate global auto salesŦŜƭƭ ōȅ п҈ ƛƴ WǳƴŜΦ {ŀƭŜǎ ŀǊŜ Řƻǿƴ мл҈ ǾǎΦ ǘƘŜ ƭŜǾŜƭ ƛƴ ƭŀǘŜ Ωнл ŀƴŘ мн҈ Ǿǎ ǘƘŜ ǇǊŜ-

pandemic level. Both supply challenges (data chips) as well as weak demand due to the pandemic (in EMU, India) explains the 

downturn. We expect demand to pick up in both EMU and India the coming months. The lack of components may last for longer

ÅSales fell all main regions, by the most in the US. Sales in the Euro zone fell marginally, and sales fell in UK as well

ÅSales in Chinahave been revised down by 3% - 5% and fell further in June, and are now below the pre-pandemic level, which was low

ÅSales in India probably recovered somewhat in June but remains far below the April level, and sales fell in both Russiaand Brazil

Auto sales
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²ƘŀǘΩǎ ǘƘŜ ǇǊƻōƭŜƳΚ {ŜŜƳƛƴƎƭȅΣ ƴƻǘ ŘŜƳŀƴŘΧ

Stock of orders are skyrocketing, production is nosediving. Seems to be a serious supply problem

ÅThe lockdown related 20% decline in auto sales in Europe the last 
months have not made a dent in orders or the order backlog, 
rather remarkable (both according to actual order data, and the 
European Auto PMI) 

ÅProduction of cars in Junewas down 45% (!!) from last 
November. The latter part of the decline in production is very 
likely due to lack of components, especially semiconductors 

Germany
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Credit growth accelerated in June, trend still probably down

Χ ōǳǘ ŀǳǘƘƻǊƛǘƛŜǎ ŀǊŜ ƴƻǿ ŎƘŀƴƎƛƴƎ ǘŀŎƪΣ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŎǳǘΗ 

Å Total credit grew at an 11.5% rate in June (m/m, annualised), up from 8.2 % in May. Smoothed, the underlying rate may be 9% - 10%, down from 13% during 
last spring (and >15% during some months). A 9% - 10% growth rate is marginally above the trend growth in nominal GDP

» Total credit rose by RMB 3.5 trl, expected 2.7 trl (not seasonally adjusted, total social financing, including central & local government bond, and corporate equities). 
Seasonally adjusted the core total social credit (total ex central gov bonds & corporate equites) grew by 2.5 trl, up from 1.7 trl in May

» Bank loans rose by RMB 1.7 trl, seas adjusted. Bank loans are up 11.6% y/y

» Shadow banking creditwas marginally up 0.8 trl in June, following much slower growth in May and April, and a decline in March. Underlying growth has still fallen sharply 

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

Å The slowdown has been by purpose, as authorities have tightened, especially vs. credit supply outside banks. However, on Friday the PBoCŎǳǘ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ 
requirementsςthe authorities may shift the foot to the accelerator again

China
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¢ƘŜ t.ƻ/ Ŏǳǘ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎΣ ǿƛƭƭ ǎǘƛƳǳƭŀǘŜ ōŀƴƪ ƭŜƴŘƛƴƎΗ

[ŀǎǘ CǊƛŘŀȅΩǎ лΦр ǇǇ Ŏǳǘ ƛǎ ǘƘŜ ŦƛǊǎǘ ǎƛƴŎŜ ƭŀǎǘ ǎǇǊƛƴƎΣ a too abrupt credit slowdown is not wanted

China

ÅThe reserve requirement was cut by 0.5 pp to 10.5 for 
large banks and to 9.5% for smaller banks

ÅThe cut will free up some RMB 1 trl in lending capacity 
ƛƴ ǘƘŜ ōŀƴƪƛƴƎ ǎȅǎǘŜƳΣ ŜǉǳŀƭƛƴƎ о ǿŜŜƪǎΩ ƎǊƻǿǘƘ ƛƴ 
credit supply from banks, no more, no less

ÅStill, the measure signals that authorities do not want 
credit tightening to go too far, even if they at the same 
time are worried that credit grown too fast for too long, 
increasing the risk for financial instability. This change 
of tack is rather common in China ςand many other 
countries
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FOMC minutes: SeesǇǊƻƎǊŜǎǎ ǘƻǿŀǊŘǎ ǘŀǊƎŜǘΣ ōǳǘ ƛǘΩǎ ƴƻǘ ȅŜǘ ǎǳōǎǘŀƴǘƛŀƭ

Tapering is coming closer but the essence lies in the development of the labour market

ÅThe views among the FOMC members probably differed 
more than usual at the June meeting

ÅThe minutes revealed that participants saw it as important 
ǘƻ ΨōŜ ǿŜƭƭ ǇƻǎƛǘƛƻƴŜŘ ǘƻ ǊŜŘǳŎŜ ǘƘŜ ǇŀŎŜ ƻŦ ŀǎǎŜǘ ǇǳǊŎƘŀǎŜǎ 
ƛƴ ǊŜǎǇƻƴǎŜ ǘƻ Χ ŦŀǎǘŜǊ-than-ŀƴǘƛŎƛǇŀǘŜŘ ǇǊƻƎǊŜǎǎΩΦ

ÅThe minutes also stated that several participants saw 
benefits to reducing the pace of MBS (Mortgage backed) 
purchases as the housing market was booming

ÅAt the press conference after the June meeting, Powell 
stressed that the bank would communicate an eventual 
tightening well on beforehand, and that the progress 
ǘƻǿŀǊŘǎ ǘƘŜ ōŀƴƪΩǎ ǘŀǊƎŜǘ ǿŀǎ ƴƻǘ ȅŜǘ ǎǳōǎǘŀƴǘƛŀƭ

USA



ÅIn addition, the government have until now been 
transferring huge amounts of money to the private 
sector (=the budget deficit J), so far in 2021 at a pace 
of almost  USD 0.3 trl per month, creating a similar 
extra savings surplus in the private sector (as the 
current account surplus is not that much larger)

ÅSo, even if yields are low, there are money chasing 
these yields, which has been of rather limited supply 
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How much of the public debt is the Fed mopping up?

Quite a bit of it ςand net extra supply has been close to zero for much of H1

USA
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Official vacancy data confirm NFIB survey data (almost perfectly)

.. And we have never seen anything like this before. The correlation to wage inflation is close

USA
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Such a high level of vacancies would normally signal a record low unempl. rate

Χ ŀǎ ƛŦ ǳƴŜƳǇƭƻȅƳŜƴǘ ǿŀǎ ōŜƭƻǿ о҈Φ IƻǿŜǾŜǊ ƛǘ ƛǎ ǎǘƛƭƭ рΦф҈ -ŀ ƘǳƎŜ ǎƘƛŦǘ ƛƴ ǘƘŜ Ψ.ŜǾŜǊŀƎŜΩ ŎǳǊǾŜ

ÅIt is a permanent downward shift in labour supply ςa huge increase in mismatch in the labour market or that many workers 
ƴƻǿ ǇǊŜŦŜǊ ǘƻ ǎǘŀȅ ƻǳǘǎƛŘŜ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘΦ LŦ ǎƻΣ ŀ ΨŘƛǎŀǎǘŜǊΩ ςwage growth will accelerate sharply, inflation will be more than 
transitory & the Fed will have to respond. If the Fed does not respond, another disaster in the waiting, and a more abrupt and 
dramatic shift in policy will be needed at a later stage

ÅOr it just at temporary sweet/sour spot: 1% of the working age population can not work due to Covid-10 (school children, own 
health etc, they say) and another 3% ς4% are receiving extraordinary unemployment benefits, more than those that would 
normally have received such benefits. At least he latter group will have no income if they do not turn up in the labour market 
during the coming months, as these support programs will end now (in some states) or in September (everywhere)

USA



Å4 states dropped out of the federal unemployment 
benefit programs on June 12 (end of week 23), 8 states 
left June 19, and 10 states June 26 - which is the last 
week state unemployment benefit data are available

ÅWe do not know what these former recipients do now ς
are they now trying to find a job?

ÅSome media reports suggest that employers in these 
states have been able to find more workers, but other 
reports have told other stories

ÅLŦ ǿŜ Ǉƻƻƭ ǘƘŜ ΨŜŀǊƭȅ ƭŜŀǾŜǊǎΩ ƛƴ ƻƴŜ ƎǊƻǳǇΣ ǿŜ ƘŀǾŜ ƴƻǘ 
yet seen a reduction in the no. of recipients of ordinary 
state benefits among these states

ÅMost likely, we will have to wait for state employment 
data, which are published 2 ς3 weeks after the national 
payrolls report
» We doubt we will find much information in the June state 

employment data (date are gathered mid-month), but July 
data (published in August) could reveal some information
whether labour supply increases or not. We think the odds of 
finding some impact are pretty good, if not already in July 
employment data
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Will the cancelling of pandemic federal benefit programs lift employment?

No clear message yet ςbut state data are volatile

USA



ÅAs has been widely communicated, the ECB lifted its 
inflation target to symmetric around 2%from ΨōŜƭƻǿ ōǳǘ 
ŎƭƻǎŜ ǘƻ н҈Ω, signalling somewhat larger tolerance for 
inflation (at least vs. the old Bundesbank line). A 
symmetric 2% has been the norm for most central banks. 
» The Federal Reserve US has moved further to an average inflation 

target, but even the ECB will tolerate transitory periods with 
inflation above 2% if needed to reduced the risk for entering a 
disinflationary trap

ÅOn the other hand (also well prewarned), the ECB will in 
one way or another include owner-occupied housing 
costs(OOH) in the targeted inflation measure. The ECB 
asks Eurostat to include a measure of the OOH in the HIPC 
(the EMU CPI). Until now, most of OOH has been excluded 
ŦǊƻƳ ǘƘŜ Ψ/tLΩ ƛƴ 9a¦Φ Lǘ ǿƛƭƭ ǇǊƻōŀōƭȅ ǘŀƪŜ ǎƻƳŜ ǘƛƳŜ ŦƻǊ 
Eurostat to implement this change (which is rather 
complicated). However, the bank will start taking housing 
costs into account when assessing if the inflation target is 
met from now on- see more next page

ÅThe 3rd change: ECB will focus more on implications of 
financial imbalances rather than inflation implications of 
monetary developments as the latter has turned to be a 
complicated science. Again, a Bundesbank pillar is buried 
(perhaps just before the BuBaapproach could be 
ǾƛƴŘƛŎŀǘŜŘΣ ŀǘ ƭŜŀǎǘ ƛƴ ǘƘŜ ¦{Χύ
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9/.Ωǎ ƴŜǿ ǎǘǊŀǘŜƎȅΥ ! н҈ ǎȅƳƳŜǘǊƛŎ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘΣ ŎƭŜŀǊƭȅ ŀōƻǾŜ ǘƘŜ ŎǳǊǊŜƴǘ

Χōǳǘ ƴƻǿ ƛƴŎƭǳŘŜǎ ƘƻǳǎŜ ǇǊƛŎŜǎ

EMU
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ECBs preferred owner-occupied housing index does not change that much

Χ ōǳǘ ƛƴŦƭŀǘƛƻƴ ǿƻǳƭŘ ƘŀǾŜ ōŜŜƴ лΦн ǇǇ ƘƛƎƘŜǊ ƻƴ ŀǾŜǊŀƎŜ ςand above the NEW target now

ÅThere are several alternatives for including owner-occupancy 
housing costs (OOH) in consumer price indices 
» A rental equivalentis most common, as it is done in the US and 

Norway and several other countries, owners are assumed to pay (to 
themselves) the same rent as renters pay

» A net acquisition approach usually just include construction costs for 
new homes, and not the cost of land 

» A user cost approach, where 2nd hand prices are the main element but 
where depreciation, real interest rates and expected capital gains are 
included are preferred by many economists. However, both a volatile 
real interest rate and an uncertain expected capital gains element 
complicates calculations (like if expected capital gains are high, the 
ownership cost is negative). A possibility is keeping capital gains out of 
the calculation, or assuming a stable relationship between (long term 
smoothed) real rates and expected real capital gains, implying the new 
and existing home prices 

ÅThe ECB has signalledthat it prefers the net acquisition 
approach, implying that just new home construction costs 
(and not the cost of land) should be included in the index 
(alongside maintenance, renovation etc). The current 
9ǳǊƻǎǘŀǘΩǎ ŜȄǇŜǊƛƳŜƴǘŀƭ hhI ƛƴŘŜȄ ƛƴŎƭǳŘŜǎ ǘƘŜ Ŏƻǎǘ ƻŦ ƭŀƴŘ 
(as far as we understand). However, some statements from 
ECB officials could be interpreted as if cost of land should be 
included, even 2nd hand house prices

ÅThe Eurostat is assumed to spend some years figuring out how 
to include a OOH measure in the HICP (or construct an HICP-H 
index). In between time, the ECB will include some OOH-
ƳŜŀǎǳǊŜǎ ƛƴ ǘƘŜ ōŀƴƪΩǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǇǊƛŎŜ ΨǎǘŀōƛƭƛǘȅΩ - which 
may influence monetary policy, at least at the margin 

ÅOn average, we assume including OOH, measured by house 
prices, would have lifted average HICP by 0.2 ς0.3 pp per year 
the past 20 years ςŀƴŘ ƴƻǿ ΨǘƻǘŀƭΩ ƛƴŦƭŀǘƛƻƴ ƛǎ ǿŜƭƭ ŀōƻǾŜ н҈Φ 
See more next page

ÅOn average, inclusion of the current Eurostat 
experimental quarterly total OOH, would have lifted 
average HICP by 0.2 pp per year the past 15 years ςand 
ƴƻǿ ΨǘƻǘŀƭΩ ƛƴŦƭŀǘƛƻƴ ǘƻ ǎƭƛƎƘǘƭȅ ŀōƻǾŜ н҈ Ǿǎ ǘƘŜ ΨƻŦŦƛŎƛŀƭΩ 
index at just below 2%. See more next page

EMU



ÅMainland GDP grew by 1.8% m/m in May, twice the consensus 
(and our) ŦΩŎŀǎǘand 1 pp above NoBaŦΩŎŀǎǘ. Growth in April at 
0.4% was 0.1 pp higher than the first forecast. GDP is finally above 
the Dec-20 level, and just 0.7% below the Feb-20 level

» Production: Private serviceswere up by 2.2% in May even business 
services reported a (strange) steep decline. Activity in hotels & restaurants 
rose by 35%. Trade up 10%, manufacturing flat 

Á Fisheries down May, and electricity flat,ΨŎƻǊŜ a[ D5tΩ ƎǊŜǿ нΦл҈

» Demand: bƻǊǿŜƎƛŀƴǎΩ ǎǇŜƴŘƛƴƎ at home shot up 4.6%  in May, goods 
even more than services. Oil investments remained high in May, Mainland 
business investments fell further. Exportsx travel rose 0.6%

ÅMainland GDP is down 0.7% vs the Feb-20 level

» GDP was 1.1% above bƻ.ŀΩǎŦΩŎŀǎǘ

» Production: The 4 hard hit servicesare still far down, 25% ς34%. The 
total negative drag equals some 3% of Mainland GDP. Other sectors are up 
in sum flat, with trade, manufacturing & educationin the lead. 
Constructionis down 3%

» Demand:bƻǊǿŜƎƛŀƴǎΩ ǎǇŜƴŘƛƴƎat home is unch. from Feb-20, goods 
+16%, services down 8%. Spending abroad has fallen by 97% (equalling 9% 
of disp. income), and the money is saved. Housing investmentsare up. 
Mainland business investmentshave fallen by 7%, while oil investments
are up 5%! Exportsex petroleum (and tourism) are 3% below the Feb-20 
level. Foreignersare not spending anything in Norway, a cut equalling 
1.5% of Mainland GDP

30

Mainland GDP up 1.8% in May ςand is just 0.7% below the Feb-20 level

Χ ŀƴŘ мΦм҈ ŀƘŜŀŘ ƻŦ bƻ.ŀΩǎо ǿŜŜƪǎΩ ƻƭŘ ŦƻǊŜŎŀǎǘΦ {ǘƛƭƭ much more to go in serviced

Norway



Business services: Temp services, travel agencies, call centres, congresses, cleaning, canteens, property services, leasing 31

Production details: Business services further down in May, must turn up soon?

Hotels/restaurants +35%, culture/entertainment +16%, still 30% below par. Transport still down 25%

ÅBusiness services fell by more than 5% in May. We assume these activities will increase sharply the coming months

ÅHotels & restaurants, culture, and transport all have miles to go before activity is normalised

ÅTrade reported a 7.5% lift in May, more than we assumed ςbut the level was strangely weak the previous months

ÅFisheries & aquaculturecontracted in May

Norway
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House prices are slowing, just up 0.2% in June ςNoBaexpected 0.45%, we 0.6%

¢ƘŜ ƛƳǇŀŎǘ ƻŦ ƭŀǎǘ ȅŜŀǊΩǎ ƭƻǿŜǊ ǊŀǘŜǎ ŀǊŜ ŦŀŘƛƴƎΦ !ƴŘ ƴƻǿ ǎƻƳŜǘƘƛƴƎ ŜƭǎŜ ǿƛƭƭ ǘǳǊƴ ǳǇΧ

ÅHouse prices rose by 0.2% seas. adj in June, down from 0.6% in May. We expected 0.6%, NoBa0.45% . Prices are up by 7% 3m/3m (annualised), 
down from above 10% . Prices are still up 10.1% y/y

ÅOsloprices rose marginally in June, following 3 m months decline. Mixed in other towns, mostly a reversal of last months changes.Since before the 
pandemic, Bodøin the lead, followed by Porsgrunn/Skien, Tønsberg& Drammen. At the bottom:  Berge, Tr.heim, Stavanger, Ålesund & Tromsø

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

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

ÅHouse prices are once again below bƻ.ŀΩǎŦΩŎŀǎǘΦ ¢ƘŜ ƛƳǇŀŎǘ ŦƻǊ ƭŀǎǘ ȅŜŀǊΩǎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ Ŏǳǘ ƛǎ ŦŀŘƛƴƎΣ ŀƴŘ ǎƻƻƴ ǊŀǘŜǎ ǿƛƭƭ ǎǘŀǊǘ ǘƻ ƛƴŎǊŜŀǎŜ

Norway 
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Through the pandemic: Bodø, Porsgrunn/Skien, Tønsbergin the lead

Drammen is ahead of Oslo too ςbut too early to conclude that the capital will be deserted?

ÅCostalcitiesfrom Kristiansand to Tromsø (ex Bodø) at the
bottom of the list

Norway 
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Short term market flows suggest continued price growth ςoutside Oslo

Χ ŀƴŘ no further decline in Oslo

ÅOur national x Oslo model based on flows and the inventory signals a 0.75% growth in house prices per month(from 
above 1% some months ago)

ÅOur Oslo model signals marginal price growth(from zero 2 months ago)

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

Norway



ÅCPI-ATE(ex. energy and taxes) inflation was down 0.1 pp to 1.4% 

ƛƴ aŀȅΤ лΦм ǇǇ ōŜƭƻǿ bƻǊƎŜǎ .ŀƴƪΩǎ ϧ ŎƻƴǎŜƴǎǳǎ ŦΩŎŀǎǘΣ лΦн ǇǇ 

below our estimate

» Prices were up 0.1% m/m (seas adj), up from -0.1% in April

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

communication, transportation, and airline tickets ςothers are still 

above

» The main misses (vs our ŦΩŎŀǎǘ) on the downside were food and 

airline tickets, where furniture surprised at the upside

» Prices on imported goods rose in June, but annual inflation is 

trending down, following the strengthening of the NOK

» In addition, domestic inflation has slowed substantially to 1.4%

ÅTotal inflation accelerated 0.2 pp to 2.9% as we expected

ÅThe outlook

» Inflation may slowsomewhat more the coming quarters. NOK 

has strengthened 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 recovery ςand the housing market

Inflation is not on the way up everywhere:  CPI-ATE down 0.1 pp to 1.4% y/y!

Χ !ƴŘ ƴƻǿ ŘǳŜ Řƻ ŘƻƳŜǎǘƛŎ ƎƻƻŘǎ ϧ ǎŜǊǾƛŎŜǎΣ ƴƻǘ ŎƘŜŀǇŜǊ ƛƳǇƻǊǘǎ 

Norway
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Ψ{ƻƳŜΩ Ŏƻǎǘ ǇǊŜǎǎǳǊŜ ƛƴ ǘƘŜ bƻǊǿŜƎƛŀƴ ŎƻƴǎǘǊǳŎǘƛƻƴ ǎŜŎǘƻǊ ǘƻƻ

.ǳǘ ΨƧǳǎǘΩ ŦǊƻƳ ǎƻƳŜ ƳŀǘŜǊƛŀƭǎΤ ƭǳƳōŜǊ ϧ ǎǘŜŜƭΣ ǇƭǳƳōƛƴƎ ϧ ŜƭŜŎǘǊƛŎŀƭ ƳŀǘŜǊƛŀƭǎ

ÅMaterial prices are up 9.514.4% in MayJune
» The 50%+ lift in lumber/timber prices over the past months is unprecedented 

ÅIncluding labourcosts, the total building cost index is up by 7.8%, the highest in almost 15 years

Norway



Å.. And are not important for serious inflation cylces
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In the US, the lumber bubble has burst ςif not totally (yet)

Raw material price cycles are normally not long lasting 

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ38

Global surprises still on the upside but many countries are heading down

Χ ŀŎŎƻǊŘƛƴƎ ǘƻ /ƛǘƛΩǎ ǎǳǊǇǊƛǎŜ ƛƴŘŜȄΦ ¢ƘŜ ¦{ ƛƴ ƴŜƎŀǘƛǾŜ ǘŜǊǊƛǘƻǊȅ ƭŀǎǘ ǿŜŜƪ

Global economy

Å China slides down, to well below neutral, alongside a credit tightening

Å Japan has lost substantial height the past month

Å Emerging Markets x China are reporting much betterdata than expected, and it is rather 
extreme (>4 st.dev above avg.)

Å The EMUis still surprising on the upside, but less so 

Å The USsurprise index fell marginally do below average last week

Å Norwayhas surprised sharply on the downside recent weeks


























































































































































































