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The virus
ÅMost countries are still reporting growth in new virus cases, thanks to the Delta variant. However, growth has slowedin 

several countries past 3 weeks, and in UK and Netherlands, the no of cases has fallen sharply (by 40% in the UK) 

ÅIn Europe, hospitalisation & death rates (CFRs) have fallen sharply and are low levels. That has not been the case in the US, 
suggesting diverging testing policies. (The US has in reality relatively more cases than Europe vs. the reported number). 

ÅNorwayreports a substantial increase in new cases but still a very few are (yet) hospitalised (17 persons!)

ÅNew vaccinations are still rising rapidly in most EU countries and in Norway compared to the US & UK. All available 
information suggest that vaccines are very effective, also vs. the Delta variant vs. serious illness and death, even the 
vaccinated may be contagious (which requires an even higherimmunity rate to stop the virus)
» Countries/areas with low vaccination ratios are of course exposed to the Delta variant, like Japan and Australia ςand much of Emerging Markets

ÅItaly has reintroduced some restrictions, others may follow ςbut we still think the economic impact will be limited

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

The economy, part I
ÅJuly PMIs

» The global PMI has peaked, so has very likely global growth ςand global GDP growth probably slowed to a below trend 
pace in Q2 (mostly due an assumed slowdown in Emerging Markets). Global price pressures has probably peaked too. 

» The Chinese PMIs fell just marginally in July but from a below average level in June. However, these indices signal higher 
growth than the actual 3.6% growth pace in H1. Mixed in the manufacturing sector in Asia, but more up than down even if 
India recovered sharply. We expect a 1.9 p decline in the global PMI, even if manufacturing was close to unch, as the 
services PMI probably fell sharply

Last week



ÅUSA
» The FOMC acknowledges that the economy is strengthening and even if the employment level is well below the pre-pandemic the committee will 

continue to assess progress in coming meeting ςwhich signals the bank is preparing markets for a tapering message not before too long. Still, 
during last week (but not last Wednesday specifically) real interest rates are nosediving to record low levels (as in Europe)ςwhile inflation 
expectations rose 

» GDPǊƻǎŜ ΨƧǳǎǘΩ сΦр҈ ƛƴ vнΣ ŜȄǇŜŎǘŜŘ ǳǇ уΦр҈ ōǳǘ ƛǎ ŜǾŜƴ ǎƻ ŀōƻǾŜ ǘƘŜ vп-19 level. Services grew fast but remains well below the pre-pandemic 
trend. Profits very likely rose sharply from Q1

» Thesavingsrate hasfallen to below 10% but is still 2% above thepre-pandemic level, and the accumulated excess savings through the pandemic 
equals morethan12% of disposable income. Total consumption has flattened recent month, goods down, services up

» The Employment Cost Indexgrew just 0.7% in Q2, 0.2 pp less than expected. The annual growth rate is 2.8%, and too low to support any inflation 
fears. However, other wage data may signal a higher rate of wage inflation

» Newhomesalesaresagging,asprices are surging. Supply has been a challenge. The Case/Shiller house price indexand other price indices are still 
reporting record high, or close to record high price inflation (but realtors have reported slower price increases m/m in May/June)

» States that have opted out of the Federal extra unemployment benefit programs may now be witnessing a decline in receivers even for ordinary 
ǎǘŀǘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ōŜƴŜŦƛǘǎΣ ŀǊŜ ǿƻǊƪŜǊǎ Ŧƛƴŀƭƭȅ ΨŦƻǊŎŜŘΩ ǘƻ ǊŜǘǳǊƴ ǘƻ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘΚ

ÅEMU
» GDP rose by 8.3% in Q2 (2.0% not annualised), well above expectations. Italy and Spain in the lead growth-wise, according to thepreliminarydata

» Unemploymentfell sharplyin June, and is just 0.3% above the pre-pandemic level. However, hours worked is probably still 5 ς6% below par

» Core CPI inflation fell to 0.7% in June, as expected. Total inflation rose to 2.2%, above expectations. Energy is the main (and almostonly) culprit

ÅSweden
» GDP rose 3.6% in Q2 (0.9% not annualised), better than expected as GDP rose sharply in June ςto well above a pre-pandemic level

ÅNorway
» NAV unemployment flattened at 3.0 % in July, while we expected another decline. Still, we are confident the trend is down. The no. of vacancies 

rose further in July from a very high level in June, and the inflow of new jobless claims is very low

» Retail saleswere close to unchin June, at a very high level. We expect a weaker sales the coming months as spending on services domestically and 
all sorts of spending abroad will pick up 

Last week: The economy, part II



ÅThe Delta viruswill is now dominating in many 
countries, and will very likely capture the corona virus 
market everywhere
ÅA large majority of countries is reporting an increase in 

new cases, even where the vaccination/immunity rate 
is high. However, growth has slowed in many countries 
the past two weeks ςand in some countries, notably UK 
and Netherland which were at the top of the list last 
week has reported a steep decline in new cases
ÅVaccinesare protecting very well against sickness & 

deaths (and the risk of being infected)
ÅStill, the no. of hospitalisations,and even more, deaths

are on the way up in many of these countries. On the 
other hand the levels of hospitalisations and deaths are 
still low. Hospitalisation rates are still falling ςand death 
rates (CFR) remains very low  (in Europe, US is not that 
convincing)
ÅEven so, if the spread continues unchecked, several 

countries may run into health challenges that are 
comparable what they experienced in early 2021. More 
vaccinations and some minor changes in behaviour may 
be needed, even in rich countries
ÅNorway is reporting a sharp increase in new cases but 

the level is still low and just 17 persons are hospitalised

Source: Financial Times, June 20
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Some very positive news ςthe no of cases is falling, at least some places
bƻǊǿŀȅ ƛǎ ǊŜǇƻǊǘƛƴƎ ŀ ǎǘŜŜǇ ƛƴŎǊŜŀǎŜ ƛƴ ƴŜǿ ŎŀǎŜǎΣ ōǳǘ ΨƴƻōƻŘȅΩ ƛǎ όȅŜǘύ ƘƻǎǇƛǘŀƭƛǎŜŘ 

Covid-19
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Some few countries have turned down, but most are still on the way up

UK, Netherland sharply down, but a majority of countries

still on the way up. Spain now at the top of the list

Covid-19
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UK: Still a low level of hospital admissions, deaths but the direction is clearly up

The big news last week: The number of new cases has fallen 40%!

Å The no. of new cases per day peaked before it reached the Jan peak ςand it is now falling rapidly

Å The no. of daily hospital admissions has increased 9 times from the bottom in May, but the still just above 1/5th of the level in January. The no of death is up 
more than 15 times, still at just 6% of the January level. Both will probably decline if the 40% decline in new cases is for real

Å The hospitalization ratehas fallen sharply as both old persons and other risk groups are vaccinated, to 2% from 8%

Å The case fatality rate (of those tested positive) has fallen even more, to 0.2% from close to 3% in Jan/Feb

Å Implication:The Delta variant has spread like a wildfire but the number of infected will have to increase to very high levels before the UKwill run into 
another health crisis ςand now the curve has turned down 

Å Other European countries are reporting low hospitalisation & deaths rate, while the US is not (probably because testing is far below European levels), check 
next page 

Covid-19



8

US may run into problems but stricter policies, more vaccinations will help?

Hospitalisation & death rates signal that the real number of new cases is relatively higher than in Eur.

ÅThe hospitalisationrate is far higher

ÅThe deathrate (Case FatalityRate) is 2 ς8 times higher
than in Europe

ÅThus, the no. of cases is verylikelyunderreportedvs. 
Europe

Covid-19
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Italy has tightened Covid-19 restrictions again, most other are still easing

Covid-19
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Are we seeing some impact of the Delta on mobility? Trends have flattened

Mobility sharply down in Australia, and Israel is sliding ςafter being attacked by the Delta virus

Covid-19
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Ψ{ƻƳŜΩ ƭƻŎŀƭ ŎŀǎŜǎ ςand sum cases sharply up last week

Mobility down last week, we doubt the Delta virus is to blame

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 (a conservative assumption) 12

Vaccinations: EU/Norway are keeping the pace better up than US/UK

Even with high vaccination rates, the Delta variant is spreading rapidly. More vaccines needed

Covid-19

Sum doses
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Global retail sales & manufacturing production up in June but has flattened?

ÅRetail sales probably rose in June, according to our very preliminary forecast ςbut sales have flattened recent months, partly due to 
an assumed setback in India. The level is approx. 5% up vs the pre-pandemic level

ÅManufacturing production probably rose too (a very preliminary estimate) ςand may still be trending upwards. The level is some 
4% above the pre-pandemic level. Trouble in India and in the auto industry globally has contributed at the downside

ÅGlobal foreign trade rose further in May, to 7.3% above the pre-Covidlevel, according to CBP in Netherlands ςand the trend is 
straight upwards

Global economy
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So far, mostly good news in June, both for retail sales & manufacturing prod.

However, growth has clearly slowed for both

ÅRetail sales in emerging markets x China is the laggard ςand not just due to (an assumed) weakness in India recent months

India

Global economy
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Global airline traffic on the way up again ςstill 24% below the 2019 level

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

Global economy
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The Delta variant has not yet closed down the restaurants, and probably will not

Global economy



ÅOur verypreliminaryestimateis a 2.8% growthpace in 
Q2 (0.7%), downfrom 0.8% in Q1

17

Global GDP probablyslowedin Q2

Χ ŀǎ we assumeslowergrowth in EmergingMarkets (whichhave not yet reported)

Global economy
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PMI very likely down in July too, level still OK ςsignalling 4-5% GDP growth

We estimate1.9 p decline in the comp. PMI to 57.7 dragged down by a 3.9 p drop in the US PMI

ÅThe global PMIhas peaked, so has very likely global growth ςbut it remains above an average level, and higher than the (likely) growth in Q2

ÅThe Chinese PMI probably fell marginally, and is signalling growth marginally below trend

ÅThe US PMI was weaker but still close to 60, signalling almost 5% GDP growth

ÅThe EMU PMI rose more than expected, to above 60 (ATH), signalling 4% GDP growth

ÅMixed in the manufacturing sector in Asia x China, butmostlydown.However,the Indianmanufacturingsectorrecoveredsharply in July

ÅDelivery times, input & output prices are still increasing at a rapid pace but slower in July than in June

Global PMI

Our estimates are based on the preliminary PMIs from EMU, Japan UK, US. The estimates are uncertain, but usually by less than0.5 p
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The EMU up in the lead, as services expands faster

Still, services was the drag on the global composite PMI as US services reported slower growth

Global PMI

ÅThe total manufacturing PMIwas close to unch, while the 
services PMIfell almost 3 p

ÅPeak growth behind us in the USbut as the GDP level has 
come close to the pre-ǇŀƴŘŜƳƛŎ ǘǊŜƴŘΣ ǘƘŀǘΩǎ ƴƻǘ ŀ ǎƛƎƴ ƻŦ 
weakness. And now crisis yet, PMI says 4-5% growth

ÅThe EMU PMIs rose to ATH, and signals a 5% GDP growth

ÅWe assume the Chinesecomposite PMI fell by 0.2 p, 
signalling growth marginally below average
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Delivery times are still rising but at a marginally slower pace

Prices are rising at a rapid pace but a tad slower in July (The price index fell sharply in China)

ÅThe global delivery timesPMI sub-index(changes in delivery times vs the previous month) probably fell slightly in July, 
signalling that delivery times rose at a slower pace in July

ÅThe global manufacturing output price indexfell marginally in July, following a small decline in June

Global PMI
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Weaker (but not that weak) July PMIs confirm a Chinese slowdown

.ƻǘƘ b.{Ω ϧ aŀǊƪƛǘΩǎ taLǎ ŘƻǿƴΣ ǎǘƛƭƭ ǎƛƎƴŀƭƭƛƴƎ growth not far below trend, and better than in H1

ÅThe NBS index fell by 0.5 p to 52.4, below the average since 2012, expected down by 0.2 p

ÅWe do not yet havethe servicesector PMI from Markit, but assuming the same (0.2 p) decline as in the NBS survey,  
aŀǊƪƛǘΩǎ ŎƻƳǇƻǎƛǘŜ PMI fell by 0.2 p to 50.6. The output component in the manufacturing survey fell just 0.2 p, less 
than total index (-1.1 p)

ÅTaken together,the two composite PMIs fell by 0.4 p to 51.4 which is 1.2 p below the average level since 2012, 
signalling growth somewhat below trend butfar better than theH1 3.6%reported GDP growth pace  

China PMI
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Rest of Asia: More down than up in July too but India recovered substantially

6 manufacturing PMIs are above the 50-line (unch), 5 are below (unch) ςbut just 3 up in July, 7 down

ÅTaiwan, India South Korea are still reporting decent 
growth ςIndia from well below 50 in June

ÅIndonesia reported a huge decline in July as the Delta 
virus variant has hit the country hard

Asia PMI
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Employment costs calmed down in Q2, Fed still has its back free

Costs rose just 0.7% q/q (2.8% annualised), expected 0.9%, are up 2.8% y/y ς3.1% in the priv. sector

ÅThe Employment cost index for all civilian workers, which measures wages and other wage costs for the same types of jobs, rose by 
0.7% q/q in Q2, 0.2 pp less than expected. The annual rate still rose 0.1 pp to 2.8%. Low paid services reported high wage growth

» In the private sector, the total wage rose by 0.8% q/q, and are up 3.1% y/y, the highest rate since 2008 ςbut still not a very rapid growth rate

» Wages and salaries in the private sector are up 3.5% y/y, benefits by 2.1%. Since 2018 wages and salaries have been growing more rapidly than benefits

Å! о҈ ŜƳǇƭƻȅƳŜƴǘ Ŏƻǎǘ ƎǊƻǿǘƘ ƛǎ ƴƻǘ ǇǊƻōƭŜƳŀǘƛŎ Ǿǎ CŜŘΩǎ н҈ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘΣ ŀǎ ƛǘ Ƨǳǎǘ ǊŜǉǳƛǊŜǎ ŀ м҈ ƎǊƻǿǘƘ ƛƴ ǇǊƻŘǳŎǘƛǾƛǘȅ in order 
to keep unit labour cost inflation at 2%

ÅOther wage indicators are mixed, check next page 

USA
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Other indicators are reporting higher wage growth

Χ ōǳǘ ǘƘŜ ΨŀǾŜǊŀƎŜ ǿŀƎŜ ƛƴŘƛŎŀǘƻǊǎΩ ŀǊŜ ǎǘƛƭƭ ǇǊƻōŀōƭȅ ƛƴŦƭǳŜƴŎŜŘ ōȅ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ŜƳǇƭƻȅƳŜƴǘ ƳƛȄ

ÅThe Employment cost indexis up 5.2% vs. the 2019 average, implying an average increase by less than 3% p.aover the past two years

ÅAverage earnings in the monthly payrolls reportare up 8.2% vs. 2019, or approx. 4% p.a. 

ÅAverage total compensation as estimated by National Accountsare up 11.5% or by 6.6% p.a. This measure is the most volatile ςbut over time the 
ΨŎƻǊǊŜŎǘΩ ǊŜǎǳƭǘ

ÅAtlantaCŜŘΩǎsurvey of median wages are up 6.8% or close to 3.5% in average ςwith no sign of acceleration

ÅWe still put most emphasis on the 9/L ŀƴŘ ǘƘŜ !ǘƭŀƴǘŀ CŜŘΩǎ ƳŜŘƛŀƴ ǿŀƎŜmeasure ςbut we cannot ignore the National Account data after some 
few quarters. Neither can the Federal Reserve. (And the surge in average compensation per hour has not been compensated by higher productivity, 
which it should have, if the low paid, low productive workers have not yet returned to the labour market

USA



ÅThe FOMC left the target rateunchanged at 0-0.25%. No change on the QE 
volumeeither, USD 120 bn per month in Treasury bonds (80 bn) and mortgage 
bonds (40 bn) ςeverything as all expected

ÅThe FOMC once more gradually changed its descriptions of the economy: The 
sectors most adversely affected by the pandemic have shown improvement but 
have not fully recovered, is the current wording. Six weeks ago, the FOMC said 
these sectors remain weakōǳǘ ƘŀǾŜ ǎƘƻǿƴ ƛƳǇǊƻǾŜƳŜƴǘΩ. 

ÅEven if the economy has not fully recovered ςand the labourƳŀǊƪŜǘ ƛǎ Ψǿŀȅǎ 
ŀǿŀȅΩ ŦǊƻƳ CŜŘΩǎ ǇǊŜŦŜǊǊŜŘ ōŀƭŀƴŎŜ ςthe language vs timing of tapering was 
changed.  (...) the economy has made progress toward these goals (inflation, 
employment which justified the QE program), and the Committee will continue to 
assess progress in coming meetings. Which implies that the QE programs will be 
discussed.

» 9ǾŜƴ ƛŦ ōŀƴƪ ǎŀȅǎ ƛǘ ǿƛƭƭ ΨŎƻƴǘƛƴǳŜ ǘƻ ŀǎǎŜǎǎΩΣ с ǿŜŜƪǎ ŀƎƻ ǘƘŜ ǎǘŀǘŜƳŜƴǘ ŘƛŘ ƴƻǘ ƎƛǾŜ 
any hint that the QE programs were on the table ςeven if the minutes from the 
meeting showed they were, at least for some participants

ÅWe think it is quite likely that the FOMC will give the first formal tapering 
warnings at the September meeting (where economic forecasts and the dot-plot 
are published as well), and that the Fed can gradually reduce the QE volumes by 
the end of the year. The FOMC seems to be doing all it can to prevent another 
ΨǘŀƴǘǊǳƳΩ ōȅ ǇǊŜǇŀǊƛƴƎ ǘƘŜ ƳŀǊƪŜǘ ƭƻƴƎ ǘƛƳŜ ƻƴ ōŜŦƻǊŜƘŀƴŘ

ÅThe FOMC decided to establish a standing repo facilityfor domestic depository 
institutions and another for foreign central banks/institutions which could act as 
liquidity backstop mechanism to stabilise money markets if liquidity dries up like 
it did in 2019 and during the first days of the corona crisis. 

» Today, the problem in the market is the opposite, the Fed has to offer reversedrepo 
agreements to prevent money market rates from falling too low as the money 
market is flooded with liquidity (perhaps because the Fed at the same time is running 
ƛǘǎ ŀƎƎǊŜǎǎƛǾŜ v9 ǇǊƻƎǊŀƳΧύ

ÅMarket reactions: Muted, real interest rates fell further, while inflation 
expectations rose ςlike they did through last week, before and after the FOMC 
announcement. Real yields are record low, the 10 y at -1.16%!!
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The FOMC is moving closer to tapering, the economy has made progress

Χ ōǳǘ ǘŀǊƎŜǘǎ ŀǊŜ ƴƻǘ ȅŜǘ ƳŜǘ

The market is pricing in the first Fed hike in 
Q4-22

USA
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Q2 GDP up 6.5%, well below expectations (8.5%) ςbut 0.8% above the p-p level

Services are recovering but still well below par

ÅGDP grew by 6.5% annualised in Q2 (1.6% not annualised), as in Q1 (6.4%) but well below expectations at 8.5% (2% not 

annualised). The GDP level is 0.8% above the Q4-19 level ςbut still some 2.7% below the pre-pandemic (2.4%) growth trend 

» In order to reach Cha/Ωǎ vп ŜǎǘƛƳŀǘŜΣ D5t Ƴǳǎǘ ƎǊƻǿ ōȅ ŀ тΦн҈ ǇŀŎŜ ƛƴ IнΣ ǿƘƛŎƘ ŘƻŜǎ ƴƻǘ ǎŜŜƳ ǊŜŀǎƻƴŀōƭŜ 

ÅUS is now well aheadof European countries. The extreme US fiscal policy measures taken in both 2020 and in Q1-21 explains 

most of the difference in performance vs the Euro zone

USA
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Services are recovering but are still a substantial drag on activity

A solid recovery in Q2, up 2% from Q1 ςbut goods are still going (extremely) strong

ÅNormally goodsand structures are the main culprit 
during recessions, at these sectors are the most volatile 
elements in the economy. In addition, services are 
normally lagging. During the Covid-19 crisis, the service 
sector was the main swing factor ςand it has far from 
recovered

USA
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Investments: In sum, already above trend ςbut still more to go?

Business investments above trend just due to IP & software, ICT. Other equipment, structures still weak

ÅBusiness investments are up 1.1% vs. the Q4-19 level, driven IP/software and ICT equipment. Investments in structures are 
still very low (and was revised down in the annual GDP revision). Investments in equipment x ITC is still at a low level
» Thus the outlook for business investments is not clear: The boom in IP/software/ICT may well continue, even if the levels arehigh. There is still 

upside for other equipment and structures, at least vs the normal cycles in these sectors

ÅHousing investments fell slightly in Q2, following the surge the previous quarters

ÅGovernment investment as share of GDP is on the way up ςbut probably still too low. The infrastructure package which is 
finally manoeuvred through Congress, could lift public investments somewhat the coming years but far less than ½% of GDP

USA
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/ƻǊǇƻǊŀǘŜ ǇǊƻŦƛǘǎ ǎǳǊƎŜŘ ƛƴ vнΣ ōƻǘƘ ŦƻǊ ΨǊŜŀƭΩ ŀƴŘ ŘǳŜ ǘƻ ƳƻǊŜ ƎƻǾŜǊƴƳŜƴǘ ǎǳōǎΦ

All details not yet published but our calculus suggests a 18% lift q/q! 

ÅGovernment pandemic programshave lifted domestic corporate profits at an unbelievable scale ςand still support profits by 
20% of normal profits. In Q2, the public support rose somewhat vs. the Q1 level, we expected a further reduction
» It is possible that some of the new programs that has been decided ςand may be decided (the infrastructure program) have some elements of 

subsidies included

Å²Ŝ Řƻǳōǘ ǇǊƻŦƛǘǎ ǿƛƭƭ ŎƭƛƳō ŀǎ Ŧŀǎǘ ŀǘ {ϧtΩǎ ŦƻǊŜŎŀǎǘ ŀǘ ǘƘŜ ŎƘŀǊǘ ǘƻ ǘƘŜ ǊƛƎƘǘΣ ŜƛǘƘŜǊ ƎǊƻǿǘƘ ǎƭƻǿǎ ƻǊ ǿŀƎŜ ƛƴŦƭŀǘƛƻƴ ǿƛƭƭ Ǉickup. 
Wages rose less than value added in Q2 (1.8% vs. approx. 3.5%), and thus far less than profits (18%)

USA

Est.
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Some recession illustrations. The pandemic downturn was deep but very short

The accumulated economic loss is very likely among the smallestin history

Å The accumulated GDP lossat the bottom chart to the left is calculated 
by accumulatingthe gap to a reasonable growth forecasts ahead of the 
recession based on actual growth trends the 3 ς5 years before the 
downturn (adaptive expectations (red lines at the top panel to the left). 
These gaps are accumulated until the traditional output gap is closed 
(which is an arbitrary ending point of course, and unknown real-time) 

Å Most metrics will conclude that the Financial crisis(2008 ς09) created 
the hardest economic downturn since WWII, by far as growth the 
following years was far lower than most expected before the crisis

Å The accumulated employment loss was large as well

USA
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Spending & income up in June, and income fell. Savings not that high anymore

Real spending up 0.5%, income fell 0.5%, no more stimulus cheques. The savings rate to below 10% 

Å Private consumption climbed 0.5% in real terms in June (spending rose 1% in nominal terms, expected +0.7%). Consumption in real terms have flattenedsince 
April, as goods have yielded while services are recovering

Å Personal disposable real income fell by 0.5% in June (household income rose by +0.1% nominally, expected -0.2%). Government transfers fell further. Market 
based revenues rose

Å The savings ratefell by 2.1 pp to 12.4% -ǿƘƛŎƘ ƛǎ ǎǘƛƭƭ р҈ ŀōƻǾŜ ŀ ΨƴƻǊƳŀƭΩ ƭŜǾŜƭΦ !ǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜΣ ƴŜǘ ǘǊŀƴǎŦŜǊǎ-taxes are some 4% of disposable income too 
high ςand a normalisation will have to take place of the coming quarters/years

» hǾŜǊ ǘƘŜ ŦƛǊǎǘ р ƳƻƴǘƘǎ ƛƴ нлнм ƴƻƳƛƴŀƭ ǎǇŜƴŘƛƴƎ ƛǎ ǳǇ ōȅ ǎƻƳŜ ¦{5 олл ōƴ ƳƻǊŜ ǘƘŀƴ ƛƳǇƭƛŜŘ ōȅ ŀ ΨƴƻǊƳŀƭΩ ƎǊƻǿǘƘ ƛƴ ǎǇŜƴŘƛƴƎΦIncome is up by an extra USD 900 bn. 
Thus, approx. some пл҈ ƻŦ ǘƘŜ ΨǎǘƛƳǳƭǳǎ ŎƘŜǉǳŜǎΩ ƘŀǾŜ ōŜŜƴ ǎǇŜƴǘ, while 60% have been saved for a rainier day ςequalling 2.6% of annualincome. In addition, the 
current savings rate is far above a normal level!  So spending capacity is not exhausted 
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¢ƘŜ ǎŀǾƛƴƎǎ ǊŀǘŜ ǊŜǾƛǎŜŘ ŘƻǿƴΦ CŜƭƭ ǘƻ ōŜƭƻǿ мл҈ ƛƴ WǳƴŜΣ ΨƧǳǎǘΩ нǇǇ Ҕ ΨƴƻǊƳŀƭΩ

The Nat. account revision shaved 0.7 pp from the Q1 savings rate (and 2 pp from the May rate)

ÅThe National account revisionshaved 0.7 pp from the Q1 savings rate to 20.8% and by 2 pp to 10.3 in May
ÅIn June, the savings rate fell by 0.9% to 9.4% - which is not that much higher than the pre-pandemic level at some 7 ς8%

» However, this extra savings can fund a 2 ς3 % lift in total consumption aboveincome growth the coming months/quarters, which is sufficient 
to lift consumption to above the pre-corona growth path

ÅIn addition, accumulated households excess savings during the covidcrisis amount to some 12% of annual disposable 
income
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The savings glut has not been used to pay down debt or to buy equities

Household debt has increased faster than normal. 85% of the excess savings is placed in bank depos.
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Core PCE up 0.4% in June, 3.5% y/y, well below expectations

Fed may still say the price shock is transitory 

ÅThe core price deflatorfinally surprised at the downside, and 
monthly increases has slowed from the peak in April. The 3m/3m 
rate is still climbing, now at 6%

» Since June 19, the average core inflation rate has been 2.3%. Inflation 
has been at or close to 2% ƻǾŜǊ ǘƘŜ Ǉŀǎǘ о ϧ р ȅŜŀǊǎ ǘƻƻΦ CŜŘΩǎ 
average inflation target is met (but Fed has not told us yet)

ÅTotal PCE deflatorrose by 0.5%, and the annual rate accelerated 
0.1 pp to 4.9% 

US Inflation



35

Most prices up in June too; New & used autos, restaur./recreational services 

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

ÅUsed car prices rose further in June, and are up by 45% vs. Feb-20 ςno doubt above any reasonable long-term trend 

ÅRestaurants/hotels, recreational services are lifting their prices sharply

ÅHealth carecosts have increased sharply since late last year but are now flattening
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The price level is on the right track, right?

{ŜŜƳǎ ǎƻ ōǳǘ ǘƘŜ CŜŘ Ƙŀǎ ƴƻǘ ǘƻƭŘ ǳǎ ǎƻΦ IƻǿŜǾŜǊΣ ǘƘŜ .ŀƴƪΩǎ ŦƻǊŜŎŀǎǘ ƛǎ ŜȄŀŎǘƭȅ ƻƴ ǘƘŜ н҈ ǇŀǘƘ

We stick to our main inflation analysis: 

ÅRaw material cycles are not lasting that long and the impact on consumer prices are short lived  

ÅHigher profit margins (unit profits) have never been the main reason for a sustained lift in inflation

ÅTo sustain a lasting increase in inflation, unit labour costshave to grow faster. The ULC = wage inflation ςproductivity

ÅA tight labour marketƴƻǊƳŀƭƭȅ ƛƳǇƭƛŜǎ ƘƛƎƘŜǊ ǿŀƎŜ ƛƴŦƭŀǘƛƻƴΦ {ƻ ŦŀǊ ǘƘŜ ǎƛƎƴŀƭǎ ƘŀǾŜ ōŜŜƴ ƳƛȄŜŘΣ ŀǎ ǘƘŜ ΨōŜǎǘΩ ƛƴŘƛŎŀǘƻǊǎ ƻŦ ǿŀƎŜ 
inflation when there are huge changes in the employment mix, have not reported higher wage growth. However, other measures 
report higher wage inflation, and unusually many companies are reporting wage increases
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Another downward revision ςand another decline in new home sales

Too few completedhomes to chose between? However, more projects are entering the market

ÅNew home sales ŦŜƭƭ ǘƻ стсΩ όŀƴƴǳŀƭƛȊŜŘ ǊŀǘŜύ ƛƴ WǳƴŜΣ Řƻǿƴ ŦǊƻƳ тнпΩ ƛƴ May(revised down from 769ΩΣ ŦƻƭƭƻǿƛƴƎ ǎŜǾŜǊŀƭ ŘƻǿƴǿŀǊŘ ǊŜǾƛǎƛƻƴǎ 

ǊŜŎŜƴǘ ƳƻƴǘƘǎύΦ {ŀƭŜǎ ǿŜǊŜ ŜȄǇŜŎǘŜŘ ŀǘ уллΩ ƛƴ WǳƴŜΦ {ŀƭŜǎ ŀǊŜ Řƻǿƴ ƳƻǊŜ ǘƘŀƴ ол҈ ŦǊƻƳ WŀƴǳŀǊȅ ςand below the pre-pandemic level

» ¢ƘŜ ƛƴǾŜƴǘƻǊȅ ƻŦ ǳƴǎƻƭŘ ƘƻƳŜǎ Ƙŀǎ ǎƻƳŜǿƘŀǘ ǘƘŜ Ǉŀǎǘ у ƳƻƴǘƘǎ ǇǊƛƳŀǊƛƭȅ ōŜŎŀǳǎŜ Ƴŀƴȅ ǇǊƻƧŜŎǘǎ ǘƘŀǘ ƘŀǾŜƴΩǘ ǎǘŀǊǘŜŘ ȅŜǘ ƘŀǾŜ ōŜen added, in fact more 

new projects than ever! level ever, a sign that the supply side is responding to the strong demand. The no. of completed homes for sale is still declining, and 

the level is extremely low

ÅExisting home sales have also fallen recently. The inventory of homes for sale is record low, and prices are surging (see more 

next page)
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Some special house data ςboth measured y/y & the real price level

Even some Fed officials is now questioning the continued strong QE support of the mortgage market

ÅBoth the Case-{ƘƛƭƭŜǊ bŀǘƛƻƴŀƭ ƛƴŘŜȄΣ CIC!Ωǎ ƛƴŘŜȄ ŦƻǊ ƘƻƳŜǎ ǿƛǘƘ ƎƻǾŜǊƴƳŜƴǘ ǎǇƻƴǎƻǊŜŘ ƳƻǊǘƎŀƎŜǎ όǿƘƛŎƘ ƛƴŎƭǳŘŜǎ 
Ƴƻǎǘ ƘƻƳŜǎύΣ ŀƴŘ ǘƘŜ ǊŜŀƭǘƻǊǎΩ ǇǊƛŎŜ ƛƴŘŜȄ ŀǊŜ ǊŜǇƻǊǘƛƴƎ ƘƛƎƘ ƘƛƎƘŜǎǘ ƘƻǳǎŜ ǇǊƛŎŜ ŀǇǇǊŜŎƛŀǘƛƻƴ ŜǾŜǊ ŀƴŘ ǊŜŎƻǊŘ ƘƛƎƘ 
real price levels, with data covering the past 30 ς45 years

ÅThere are some big differences to 2005/6 price inflation & level peak
» Housing starts are at far lower level. The inventory of new & 2nd home for sale is record low (vs high 15 ς16 years ago)

» The debt/income ratio has fallen sharply since the peak before the financial crisis ςand it is now just slowly increasing

» The running savings rate/net financial investment rate is high ςvs far too low 15 years ago
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