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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 4 

weeks, and in some countries the no. of new cases has fallen sharply, and it has flattened other places

Å In Europe, hospitalisation & death rates (CFRs) have fallen sharply and are at low levels, there are no widespread capacity problems at hospitals

ÅThat has not been the case in theUS, suggesting diverging testing policies as the no. of hospitalisation & deaths have increased far more than in 
Europe. The good news: growth in cases & hospitalisations is actually slowing in the US as well

ÅNorwayreports a substantial increase in new cases. Still there are very few hospitalised patients (25), and at the current pace of vaccination the 
Delta variant will very likely be defeated before hospitals are filled up

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

The economy, part I
ÅChina

» July industrial production, retail sales, investments all surprised significantly at the downside this morning ςand house prices stagnated. 

Monthly growth rates (which are the relevant) were all weak too and both retail sales and investments were once more revised down. 

Underlying growth in retail sales are less than 2%. Housing and other construction starts are down 12 ς20% recent months, and steel & cement 

production is cut by 10 ςмн҈Φ {ǘŜŜƭ ǇǊƻŘΦ ƛǎ Ŏǳǘ ƛƴ ƻǊŘŜǊ ǘƻ ǊŜŀŎƘ нлол όΗύ /hн ŜƳƛǎǎƛƻƴ ǘŀǊƎŜǘǎΣ ŀǘ ƭŜŀǎǘ ǘƘŀǘΩǎ ǘƘŜ ƻŦŦƛŎƛŀƭ story. The covidvirus 

may explain some of the weakness in July (following an OK, and better than expected June) 

» Credit growth is still slowing, mostly due to lower growth in credit outside banks ςand the credit impulse is negative. However, the slowdownis 

not that harsh, and the authorities may already have turned the policy around, at least vs. banks by cutting the reserve requirement (in July) 

Still, overleveraged real estate developers and shadow banks will probably not get any support in the near time

» A major Chinese port is closed down due to one ς1 ςpositive covid-19 case among the workers at the port. Some more supply chain 
disruptions, but probably not long lasting

Last week



ÅUSA
» CPI growth m/m slowed in July, and at 0.3% lower than expected for core prices, as 2nd hand auto prices finally stabilised (but they are up an incredible 42% y/y, 

and the price level is very likely not sustainable). Energy and auto prices explain most of the hike in annual inflation recent months, but there are signs of 
ōǊƻŀŘŜƴƛƴƎΣ ŀƴŘ ǎǳǊǾŜȅǎ ŀǊŜ ΨŎǊŀȊȅΩ ǾǎΦ ǇƭŀƴƴŜŘ ǇǊƛŎŜ ƛƴŎǊŜŀǎŜŘΦ tǊƻŘǳŎŜǊ ǇǊƛŎŜǎ ǊƻǎŜ ŦŀǊ ƳƻǊŜ ǘƘŀƴ ŜȄǇŜŎǘŜŘ ƛƴ WǳƭȅΣ ǎƛƎƴŀƭƭinga continued pressure on CPI 
prices. However, crude material prices may be peaking. From the cost side, unit labour costsrose moderately  in Q2, and they are flat y/y ςfrom a very high 
level last year, during the pandemic. Thus, the cost level is still high vs the pre-pandemic level, while the price impact has been dampened by government 
subsidies (and not lower profits). The number of unfilled vacancies rose to a new ATH in June, equalling 6.5% of employment ςand the correlation to wage 
inflation is tight. Wage indicators have been mixed but one of the two laggards, !ǘƭŀƴǘŀ CŜŘΩǎ ǿŀƎŜ ǘǊŀŎƪŜǊ, is now reporting a steep increase in median wages. 
In sum, not a reassuring wage/price environment ςŀƴŘ ƘƻǿŜǾŜǊ ƳŜŀǎǳǊŜŘΣ ǘƘŜ ǇǊƛŎŜ ƭŜǾŜƭ ŀƭǊŜŀŘȅ ƘƛƎƘŜǊ ǘƘŀƴ ƛƳǇƭƛŜŘ ōȅ CŜŘΩǎ н҈ over time inflation target

» The USD 1 trl bn infrastructure plan (550 in net increased spending, mostly over 5 years, 0.5% of GDP) was approved in the Senate, and the deal is back to the 
House. In addition, the Senate approved a sketch of another 3.5 trl USD 10 y green/welfare/education budget package, now to be debated in the House. 
Nothing is final yet but the infrastructure deal is most likely sealed

ÅEMU
» Industrial production fell marginally in June, as expected, and the trend is downwards. The contrast to surveys and order inflow is unpresented

ÅUK
» GDP rose by 4.8% in Q2 (21% annualised J), but the level is still 4.4% below Q2-19. In June, the gap had narrowed to 2.2% in June. Services gained the most in 

Q2 but hotels, restaurants, entertainment and others still have a way to go

ÅSweden
» No inflation here: Core CPI just up 0.5% y/y in July, down from 0.9% in June. However, a steep (too steep?) rise is expected the coming months

ÅJapan
» GDP rose by 1.3% in Q2 (0.3% not annualised), slightly better than expected (0.8%) but did not recover much of the 5.1% Q1 loss. GDPis down 1.5% vs. (a low) 

Q4-19 level

ÅNorway
» Core CPI inflation ŦŜƭƭ ōȅ лΦо ǇǇ ǘƻ мΦм҈ ƛƴ WǳƭȅΣ ƛƴ ƭƛƴŜ ǿƛǘƘ ŎƻƴǎŜƴǎǳǎ ōǳǘ ōŜƭƻǿ bƻǊƎŜǎ .ŀƴƪΩǎ ŀƴŘ ƻǳǊ ŦƻǊŜŎŀǎǘΦ CƻƻŘ ǇǊƛŎŜǎ ǎǳǊǇǊƛǎŜŘ ƻƴ ǘƘŜdownside, and 

they are down 0.6% y/y (just like in our neighbour countries). Total inflation rose to 3%, due to higher electricity prices. SinŎŜ нлмл bƻǊƎŜǎ .ŀƴƪΩǎ ǎƛƎƴŀƭ ǊŀǘŜ Ƙŀǎ 
been uncorrelated with actual core (or total) inflation

» The register based (a-ordningen) number of employeesǊƻǎŜ ōȅ лΦу҈ ƳκƳ ƛƴ WǳƴŜΣ ōǳǘ ƛǎ ǎǘƛƭƭ пнΩ ƻǊ мΦс҈ ōŜƭƻǿ ǘƘŜ CŜō-20 level ςand Q2 was unch. vs Q1. 
9ȄŎƭǳŘƛƴƎ ŦƻǊŜƛƎƴ ǿƻǊƪŜǊǎ ƻƴ ǎƘƻǊǘ ǘŜǊƳ ǎǘŀȅ όƴƻǘ ƛƳƳƛƎǊŀƴǘǎύΣ ǘƘŜ ŘŜŎƭƛƴŜ ǾǎΦ ŜŀǊƭȅ нлнл ƛǎ Ƨǳǎǘ млΩ ƻǊ лΦп҈Σ ƴƻǘ ŦŀǊ ŦǊƻƳ ǘhe LFS employment estimate, which is 
based on workers living in Norway permanently. Reported lack of workers is no doubt impacted by the decline in foreign temporaryemployees

» bƻǊƎŜǎ .ŀƴƪΩǎ vн ƭŜƴŘƛƴƎ ǎǳǊǾŜȅdid not report any important changes but banks are easing lending standards. However, banks abroad are more aggressive

» Manufacturing productionrose by 0.7% in June, as we expected. The trend is up

» Sales of new homesis sagging but the level is far from low

Last week: The economy, part II



ÅIn Europe, the Delta outbreak has led to more 
hospitalisations and deaths, but as hospitalisation/death 
rates have fallen sharply there is not any health crisis yet ς
and we doubt there will be
» Netherlands has reported a close to 75% decline over the past 3 

weeks

» UK was down almost 50% and is now heading just slowly up

» However, vaccines are far from perfect, check Iceland!

» Vaccines are not perfect, but some Norwegian data implies a 85% 
efficiency vs cases and some 90% vs. hospitalisations

ÅThe outlook is a bit more uncertain in the USwhere 
hospitalisation & death rates are much higher than in 
Europe (probably because the real no. of positive cases is 
underreported). In some regions, hospital have run out of 
beds again. However, growth is slowing, also in 
hospitalisations

ÅThe challenge is of course much larger in many Emerging 
Marketsbut even there the no. of new cases has peaked in 
some countries

ÅNorway is reporting a sharp increase in new cases and the 
number of hospitalised has doubled from the through, but 
the level is still very low
» At the present growth rate in new cases, 30% per week, it will take 

many weeks before we have serious trouble in the hospitals

» In meantime, the vaccines are being rolled out rapidly, and a 
sufficient immunity rate will very likely be reached before that 
happens 5

The Delta variant is not exploding: the UK, the Netherl. down, others flattening
And growth has slowed somewhat most other places

Covid-19
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The Delta variant is not combatted ςnew cases are still on the rise most places

The UK, Netherlands sharply down, but a majority of countries

still on the way up. Spain at the top but has flattened

Covid-19
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UK: Still a low level of hospital admissions & deaths ςand has peaked?

The no. of new cases is increasing again but slowly ςand the level is well down from the peak

Å The no. of new cases per day peaked before it reached the Jan top, then fell 50% during less than couple of weeks. Now it is heading slowlyup

Å The no. of daily hospital admissions has increased 9 times from the bottom in May, but the level is just above 1/5th of the peak in Jan, and the no. 
admissions has declined the past two weeks. The no. of death is up more than 16 times, still at just 6% of the Jan level

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

» 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 healthcrisis ςand now the curve has turned down. Perhaps because 93% of the adult brits have antibodies

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

Far more hospitalisations/deaths, but growth in cases, hospitalisations & deaths is now slowing

ÅThe hospitalisation rate is far higher than in Europe

ÅThe death rate (Case Fatality Rate) is 2 ς8 times higher 

ÅThus, the no. of cases is very likely underreported vs. 
Europe

ÅHowever, growth in the (official, though) number of 
new cases has slowed substantially recent days ςand 
growth in hospitalisations has slowed as well

Covid-19
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Norway: More cases, more hospitalisations but the level is still very low

Given the present vaccination rate, Norway will probably not run into hospital capacity trouble 

ÅNo more than 25 patients are hospitalised, even the 
peak level at 300 was very low compared to peaks in 
most other countries
» The number will very likely increase the coming days

ÅGrowth in new cases has slowed slightly, like in most 
other countries

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) 10

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

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

Covid-19

Sum doses

The weekly antibody survey in the UK 
report a 93% rate among the adult part of 
the population. The high immunity rate may 
at least partly explain the unexpected 
decline in the spread of the virus the past 
two weeks
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Are we seeing some impact of the Delta on mobility? Trends have flattened

Mobility sharply down in Australia after being attacked by the Delta virus

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

Mobility further down last week, we doubt the Delta virus is to blame (but we are far from sure)

Covid-19
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Global retail sales & manufacturing production up in June but has flattened

The setback in some Emerging Mkts due to Covid/Delta partially to blame. And DM demand peaks?

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 have contributed on 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 has fallen 4% past 3 weeks, the virus to blame, once again

Probably mostly in Emerging Markets. In the US, airline passenger traffic is still on the way up

Global economy



16

Global GDP probably slowed in Q2

Χ ŀǎ ǿŜ ŀǎǎǳƳŜ ǎƭƻǿŜǊ ƎǊƻǿǘƘ ƛƴ 9ƳŜǊƎƛƴƎ aŀǊƪŜǘǎ όǿƘƛŎƘ ƘŀǾŜ ƴƻǘ ȅŜǘ ǊŜǇƻǊǘŜŘύ

ÅOur preliminaryestimate is a 2.4% global growth pace in Q2 
(0.6%), down from 0.8% in Q1

» The uncertainty is larger than normal due to the Covidoutbreak in 
many Emerging Markets that so far has not reported (especially India)

ÅThe global GDP isclose to 1% above the pre-pandemic level, 
but still approx. 3% below the p-p trend growth path

ÅNorwegian Q2 GDP at the charts at this page is our forecast

Global economy

ÅThe global accumulated loss vs the pre-pandemic growth 
trend ƛǎ ǎƻƳŜ т҈ ƻŦ м ȅŜŀǊΩǎ D5t

» Chinais in the lead, with the smallest loss, 3.3%

» USis down 7% (which is among the smallest losses in a US recession 
since WWII)

» EMUis down 11%; Germany -9%, Spain -18%. UK is down 16%

» Sweden -6%, Norway -7%
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Inflation is on the way up, many places ςand on average

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

Covid-19
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July data far weaker than expected, following at better than expected June

All major data surprised on the downside ςthe Delta virus and tighter policy has contributed
Å Industrial production fell by 0.3% in June, down from 0.6%. Measured 

y/y, production is up 6.4%, 1.4 pp below expectations. Production is 3% 
abovethe pre-corona trend path but growth has finally slowed to the 
pre-pandemic level, as we expected. Steel & cement down 10 ς12% 
Ǉŀǎǘ о ƳƻƴǘƘǎΣ ǇŀǊǘƭȅ ŘǳŜ ǘƻ Ψ/hнΩ ǊŜǎǘǊƛŎǘƛƻƴǎ ōǳǘ ŎƻƴǎǘǊǳŎǘƛƻƴ ŀŎǘƛǾƛǘȅ 
is falling too. Surveys are not signalling weak growth ahead

ÅService sector production fell by 2.4% in July, more than reversing 
growth the prev. 2 months, even if surveys were OK. No doubt virus 
related. The level is still just some 2%  below the pre-pandemic trend 
growth path.

ÅRetail sales volumes fell by 0.3% in volume terms (our est.) in July, and 
the previous months were once more revised down. Since last Nov, sales 
have grown by less than a 2% pace, far below the pre-p 6% path. Sales 
were up 8.5% y/y, 2.9 pp below expectations

Å Investments grew by just 0.2% in July, half the previously reported pace 
in June (which was revised down, together with the previous months). 
The level is 6% below the pre-pandemic trend growth path. The (still 
useless) accumulated annual growth rate was 10.3% in July, 0.9 pp 
below expectations. Housing and other construction starts have fallen 
15 ς20 % recent months. New home salesfell further sharply in July, 
and existing homeprices stagnated in July

ÅCredit growthslowed a tad in July, and the the trend is clearly down, 
and the credit impulse fell further. In July, the authorities surprisingly cut 
ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎΣ ǎƛƎƴŀƭƭƛƴƎ ǘƘŀǘ ŀ ŦǳǊǘƘŜǊ ŎǊŜŘƛǘ ǘƛƎƘǘŜƴƛƴƎ ƛǎ 
not warranted (just some overleveraged companies have to be sorted 
out

ÅLast week: 
» Exports rose and imports both fell slightly in July (not in this report). Both are 

levelling out, in volume terms, at high levels

» CPI inflationis on the way up, but is still moderate. Producer prices are soaring 
(which is felt more outside China than inside)

In sum: China is slowing, and most likely not mainly due to the virus 
outbreak. Policy has contributed too, and a maturing global cycle in 
goods

China: The main takes
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Retail sales has almost flattened since last November, underlying growth >2%!

Sales far weaker than expected in July, volume down 0.3% m/m

ÅNominal retail sales were up 8.5 y/y in July, down from 12.6% in June, and far below market expectationsat 11.4%. (These 
annual growth rates are close to useless due to the base effect, the low sales level last spring/summer)

ÅIn nominal terms sales fell by 0.1% m/m in June, we assume by 0.3% in volume terms
» Since last November the underlying volume growth rate has been less than 2%, following the 3rd downward revision over the past 4 ς5 
ƳƻƴǘƘǎ όƛŦ ǿŜ Ŏŀƴ ǘǊǳǎǘ ǘƻŘŀȅΩǎ ƴǳƳōŜǊǎύΦ .ŜŦƻǊŜ ǘƘŜ ǇŀƴŘŜƳƛŎ ƎǊƻǿǘƘ ŜǉǳŀƭƭŜŘ ǎƻƳŜ с҈ p.aςand we are very likely probably witnessing a 
sharp downshift in consumption growth(even if irrelevant annual growth rates are still strong at 8.5% nominally, check the level!)

ÅSales volumes are 5% below the pre-pandemic trend path (we estimated -3% in June) ςand underlying growth is very low

China
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Construction activity down in July, and the trend is clearly down
New home sales fell sharply in July, are down >15% from the early 2021 level

ÅThe rise in new home salesfrom Feb-20 to Mar-21 was spectacular but sales have fallen sharply recent months ςbut not 
further down than actual housing starts in July. The fight against the Delta virus may explain some of the weakness in July

ÅHousing startsfell by some 6% in July, and are down 12% vs the late 2020 level. That is not a dramatic downturn, but 
ǎƛƎƴƛŦƛŎŀƴǘ Ǿǎ ǘƘŜ ΨƳƛƴƻǊΩ /ƘƛƴŜǎŜ ŎƻƴǎǘǊǳŎǘƛƻƴ ŎƻƴǘǊŀŎǘƛƻƴǎ

ÅNon-residential constructionŦŜƭƭ ƛƴ Wǳƭȅ ŀǎ ǿŜƭƭΣ ŀƴŘ ƛǎ Řƻǿƴ нл҈ ŦǊƻƳ ƭŀǎǘ ǎǳƳƳŜǊΩǎ !¢I ƭŜǾŜƭ

ÅIn sum, construction startsare slowing. Look up for demand (or supply??) for steel, check next page

China
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Construction activity is sagging following the post-corona crisis surge

In addition, the authorities have decided to curb steel production in order to meet 2030 (!) CO2 targets

ÅThe authorities have decided that 2021 steel production should not exceed the 2020 level, and as H1-21 production 
was well above the 2020 level ςproduction must be cut in H2 (some 12%)
» Both production and demand (including inventories) are down 10 - 12% the past 3 months

ÅWe assume there are more reasons for the cut than the 2030 CO2-target, like local pollution, fear of overbuilding, and 
too rapid credit expansion, especially among heavily indebted real estate developers (read: Evergrande)

China



ÅΧ ǎǘƛƭƭ ǘƘŜȅ ŀǊŜ ŀǘ ƭŜŀǎǘ ƴƻǊƳŀƭƭȅ ŀǘ ǘƘŜ ǎŀƳŜ ŦƭƻƻǊ

ÅThe recent credit tightening may have had some impact 
at the property market ςbut basically the slowdown in 
ŎƻƴǎǘǊǳŎǘƛƻƴ ǎǘŀǊǘŜŘ Ψǘƻƻ ŜŀǊƭȅΩ ǘƘƛǎ ǘƛƳŜ

ÅThe credit tightening signals some downside risk for 
construction, raw materials & steel

ÅΧ ŀǘ ƭŜŀǎǘ ǳƴǘƛƭ ǘƘŜ ŎǊŜŘƛǘ ƛƴŘƛŎŀǘƻǊ ǘǳǊƴǎ ǳǇ ŀƎŀƛƴΦ Lƴ 
July, the authorities cut reserve requirement for banks 
in order to make them lend more, specifically towards 
SMBs. The 0.5 pp cut was modest by itself but is 
probably signalling a turning point in credit policy ς
which may work, this time again

22

Credit growth has slowedςand construction is on the way down

The two are dancing together, but not closely (and it varies who takes the lead too) 

China
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Subpar (but far from low) credit growth in July, the credit impulse further down

Χ ōǳǘ ŀǳǘƘƻǊƛǘƛŜǎ ŀǊŜ ƴƻǿ ǇǊƻōŀōƭȅ ŎƘŀƴƎƛƴƎ ǘŀŎƪΤ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀǊŜ ŎǳǘΣ ǊŀǘŜǎ ŀǊŜ ŘƛǎŎǳǎǎŜŘ

Å Total credit grew at an 9.6% rate in July (m/m, seas. adj. annualised), up down from 11.5% in June. Smoothed, the underlying rate may be 9% - 10%, down from 13% during last 
spring (and >15% during some months). The underlying growth rate is still marginally above the trend growth in nominal GDP

» Total credit rose by RMB 0.9 trl, expected 1.7 trl (not seas. adj., total social financing, including central & local government bond, and corporate equities). Seas. adj. the core total social credit 
(total ex central gov bonds & corporate equites) grew by 2.1 trl, down from almost 2.5 trl in June

» Bank loans rose by RMB 1.7 trl, seas adjusted, or at a 11.7% annualised pace - and less than expected.  Growth is slowly, slowing, from a 13% rate last spring. Loans are up 12.7% y/y

» Shadow banking creditrose by RMB 0.4 trl in July (s.a). Growth has slowed sharply, underlying to 4%, from 13% last summer ςthe lowest growth rate on record. Excluding local government 
bonds, ΨǇǊƛǾŀǘŜΩ ǎƘŀŘƻǿ ŎǊŜŘƛǘ ƛǎ ƴƻǿ ŘŜŎƭƛƴƛƴƎ ςand faster than ever

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, the authorities may shift the foot to the accelerator 
again ςas they always have done after tightening too hard. In July, PBoCŎǳǘ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎΣ ŀƴŘ ƴƻǿ ǊŀǘŜ Ŏǳǘǎ ŀǊŜ ŘƛǎŎǳǎǎŜŘ

China
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Peak CPI inflation? The m/m increases slowed in July, annual rates remain high

It may still be transitory (and most of it is) but the risk for higher inflation for longer has increased

Å Headline CPI rose 0.5% m/m in July, as expected. The annual rate climbed was stable at 5.4%. These is the 2nd

highest headline CPI y/y print since 1990

Å Prices have been accelerating m/m since last October, and the 3m/3m rate is now up to 8.8%, highest since 1980

Å In all surveys, companies reported that they have or expect to lift prices sharply, some faster than ever before

Å Recent days several FOMC members ƘŀǾŜ ǎƛƎƴŀƭŜŘ ǘƘŀǘ ǘƘŜ CŜŘΩǎ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ǎƘƻǳƭŘ ǎƻƻƴ ōŜ ǘƛƎƘǘŜƴŜŘΦ tƻǿŜƭƭ 
might signal that he (or the rest of the FOMC) agrees at the central bank conference in Jackson Hole at the end of 
August, or the bank can wait until the September meeting, where new forecasts, dot plots etcwill be published. We 
ǘƘƛƴƪ ǘƘŜ ƭŀǘǘŜǊ ƛǎ Ƴƻǎǘ ƭƛƪŜƭȅΣ ŀǘ ƭŜŀǎǘ ƛǘ ƛǎ ΨŦƻǊƳŀƭƭȅΩ ŀ ƳƻǊŜ ŎƻǊǊŜŎǘ ǿŀȅ ƻŦ ŘƻƛƴƎ ƛǘΦ {ƻƳŜ ǎƳƻƪŜ ǎƛƎƴŀƭǎ Ƴŀȅ ǎǘƛƭƭ ōŜ 
ǎŜƴǘ ŦǊƻƳ WŀŎƪǎƻƴ IƻƭŜΧ ŀƴŘ ǘŀǇŜǊƛƴƎ ǿƛƭƭ ǎǘŀǊǘ ŦǊƻƳ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊ

USA
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Used auto prices finally flattened but goods/services are still on the way up

12 main sectors up >2% y/y, just 2 are below

Å Just some few CPI components contributed to the setback last spring: 
Public transport (airline tickets) lodging away from home (hotels ect), 
and apparel. Other components of the CPI did not slow significantly

» Now these sectors have more or less recovered, except public 
transport (apparel prices are below Feb-20)

Å Used auto prices have been on the way up since last summer but rose 
just marginally in July. These prices are up 42% y/y, due to lack of new 
cars (which are up 6.4%). More on these prices 2 pages fwd

USA
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Anyway: The price level target is met

The employment target is still up for debate ςbut a tapering of the QE program is coming closer

ÅThe Fed has not defined its time horizon but the price level target is met, whatever time horizon the Fed chooses
» Measured vs. the CPI, the average core inflation is at or well above 2%, whatever period we check. The core PCE deflatoris above 2%, whatever 

horizon

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

Å¢ƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘ ƛǎ ǎǘƛƭƭ ΨƛƳǇƻǎǎƛōƭŜΩ ǘƻ ŜǾŀƭǳŀǘŜ. Will the millions that remain outside the labour market return as the 
corona virus retreats and extra unemployment benefits is being turned off

US Inflation
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Inflation expectations are drifting up but are not yet worryingly high

Univ. of Mich survey 5 y inflation expectations have climbed to 3.0 % from 2.5%

Å¢ƘŜ ¦aΩǎ ǎǳǊǾŜȅΩǎ 3.0% rate is close to the 
highest in 10 years, and it is 0.5 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. These expectations usually correlated to 
recent changes in energy prices ςlike now

ÅProfessional Forecastersexpect a 2.4% 10 
y rate of inflation, according to Philadelphia 
CŜŘΩǎ vо ǎǳǊǾŜȅΣ ǳǇ ŦǊƻƳ нΦл҈ ƛƴ vп-20. 
The Q4 level was the lowest ever, and 2.4% 
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. Still, 
above 2.0%

ÅThe 10 y break-even (CPI) inflation 
expectationhas come down from the local 
peak in the spring but is still at 2.4%, a tad 
ǘƻƻ ƘƛƎƘ Ǿǎ CŜŘΩǎ ƭƻƴƎ ǘŜǊƳ н҈ ƛƴŦƭŀǘƛƻƴ 
target

USA
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²ƛƭŘ ǇǊƻŘǳŎǘƛǾƛǘȅ ϧ ƭŀōƻǳǊ Ŏƻǎǘ ŘŀǘŀΤ ǎǘƛƭƭ ŎƘŀƭƭŜƴƎƛƴƎ ǘƻ ŘŜŎƛǇƘŜǊΧ 

The facts: Productivity rose 2.3% in Q2, less than expected but compensation grew less. ULC flat y/y!

ÅProductivity growthhas accelerated through the pandemic, up to a 2.8% pace sine Q4-19. The underlying trend is 

probably lower, but well above the lows during 2015 - 2017

ÅHourly (wage++) compensationgrew at a 3.3% pace in Q2. The annual rate fell to 2% from 6.4% in Q1. Since Q4-19 

compensation has increased by 6.4% pace

ÅUnit labour costs(hourly compensation ςproductivity) grew by 1% in Q2, less than expected ςand they are flat y/y. 

However, since Q4-19, ULC has grown at a 3.5% pace, far above a normal level

USA
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Wage indicators have been all over the place

But now just one remains at the station: The ECI. Even Atlanta Feds median wage index sharply up!

ÅAverage earnings in the monthly payrolls reportare up 7.7% in July vs.Dec-19, or at a 4.8% pace
ÅAverage hourly compensation as estimated by National Accountsare up 9.7 % from Q4-19 or by a 6.4% pace. This measure is the most volatile ς
ōǳǘ ƻǾŜǊ ǘƛƳŜ ǘƘŜ ΨŎƻǊǊŜŎǘΩ ǊŜǎǳƭǘ

ÅAtlantaCŜŘΩǎsurvey ofmedian wages are up 6.5% or a 4.1 % p.arate ςa significant acceleration through Q2 and further in July, up 4.5% y/y
» This measure, which is far less depended on the employment mix than the measures of average wages, has until now not reportedhigher wage inflation. Now even this 

measure confirm higher wage inflation. In June the median was up 4.5% y/y, the highest since 2017! The 3 m average rose 0.2 pp to 3.7%

ÅThe only wage index now reporting significant increase in wage inflation, is the Employment cost index. It is up 4.2% vs. the Q4-19 level average, 
implying an average increase by less than 3% p.a

ÅThus, it seems even more likely that wage inflation is on the way up ςand possibly to an extent that is not consistent with a 2% inflation target

USA
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Wages do respond to demand for labour, and now demand is really strong

Companies report record high no. of unfilled vacancies and unprecedented problems filling them

Å.. And more companies than ever say they plan to increase compensation

ÅCan wage inflation accelerate? 
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LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΣ ǎǘǳǇƛŘΦ ό!ƴŘ ƴƻǘ ǘƘŜ ŘŜƳŀƴŘ ǎƛŘŜύ

LǘΩǎ ǊŜŀƭƭȅ ƭƻƻƪƛƴƎ ƭƛƪŜ ǿŜ ŀǊŜ ŀǘ ǇŜŀƪ ƻŦ ŀ ŎȅŎƭŜΣ ŀƴŘ ƴƻǘ ŎƻƳƛƴƎ ƻǳǘ ƻŦ ǊŜŎŜǎǎƛƻƴ (if you still believed that)

ÅWhile more businesses than normal stated weak salesas the major problem during the pandemic, there were never that 
many, and now a close to record low share of companies say than poor sales is the problem (and fewer than before the pand.

ÅAvailability, quality, and cost of labour is a much more serious problem than normal, the share is now close to the record 
high recorded in late 2019

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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!ƴƻǘƘŜǊ ǿŀǊƴƛƴƎ ǎƛƎƴΥ {a.ǎ ǎŀȅ ǘƘŜȅ Ǉƭŀƴ ǘƻ ǊŀƛǎŜ ǇǊƛŎŜǎΧ

Like they (almost) never before have done

ÅIt is long time since last time anyway, in December 1979, when price planswere as aggressive as today. 
And it lasted just one month, now we have been up here two months in row

ÅIt is challenging to calibrate the SBM survey vs. actual inflation as the present print is so extremely far off the chart vs.
ǘƘŜ Ǉŀǎǘ ор ȅŜŀǊǎ ŜȄǇŜǊƛŜƴŎŜΦ .ǳǘ ǎǳǊŜƭȅΣ ƛǘ ǘŜƭƭǎ ǳǎ ǎƻƳŜǘƘƛƴƎΧ

ÅOther business surveys confirm that something special is happening, more companies than in decades are reporting 
higher input, costs or output prices
» Atlanta Fed Business survey reports a 3% expected growth in unit costs. Since 2013, the expectations have been stable at 1.75 ς2.25%

USA



ÅThe UM sentiment index,out of the, blue fell by 11 p to 
70.2 in August, expected unchanged! (The lowest est. on 
Bloom was 78). The level is the lowest since 2011
» ¢ƘŜ ŘŜŎƭƛƴŜ ŜǉǳŀƭƭŜŘ ŀƭƳƻǎǘ м ǎǘΦŘŜǾΣ ƻǊ ѻ ƻŦ ŀ ΨƴƻǊƳŀƭ ŎȅŎƭŜΩΣ ƻƴŜ 

of the bigger monthly setbacks (the 7th ever). The level is 1.4 st.dev 
below par

» Expectationsfell more than households assessment of the current 
situation but the latter still weaker than the former

ÅWhy this suddenςand totally unexpectedςdrop in 
household sentiment?
» The virus situation has deteriorated in most states recent weeks, 

but nothing like the during previous 3 waves
» The stock marketis OK, to put it mildly
» The labour market is recovering rapidly, and jobs are extremely 

plentiful (also according to households themselves)
» The housing market is still going strong, mortgage rateshave fallen, 

and credit is available 
» Gasoline pricesare up but just marginally since April, and they are 

far from high in real terms
» Inflation expectations are well above a normal levels, but they did 

not (in sum) rise further in August, and cannot explain the 
sentiment shock

» Republicanslost confidence much more than Democrats, and the 
partisan divide is close to ATH, but there have been no political 
drama in early August? 

» Other surveyshave not recorded any sudden death ςbut just one 
other survey has published Augustdata (IBD/TIPP). The gap 
between surveys is in reality the largest ever

» We do not have access to relevant all updated booklet details

ÅWhat to make out of it? To put it simple, we are not sure. 
The market? Bond yields fell. But equities rose, of course
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²¢Χ  ¦ƴƛǾΦ ƻŦ Mich consumer sentiment fell sharply, to below the Apr-20 level!

The current situation is deteriorating amid increasing (short term) inflation expectations

USA



ÅSentiment is hit during most corrections at the stock 
market ςand sometimes the sentiment yields first

ÅThe big drops in UM sentiment (> -10 p, red lines, 8 
times since 1970) normally take place in periods with 
market/economic turmoil. So far, just 1 UM drop has 
taken place during calm times (2006) ςbut at that time 
the UM sentiment did not fall to 70

ÅHowever, most corrections at the stock market (10 % or 
worse) has taken place without large one-month 
declines in the sentiment index 

ÅOn the other hand, sentiment is always deteriorating 
amid all major stock market setbacks (bear markets, 
more than 20% down)
» Sentiment started to wane ahead of the large the market 

setbacks in 1973, 1990, 2000 and 2008
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Sentiment down -Ҕ ǘƘŜ ƳŀǊƪŜǘ ŘƻǿƴΚ 5ƻƴΩǘ ǿƻǊǊȅ ǘƻƻ ƳǳŎƘΦ .ǳǘΧ

Consumer sentiment is correlated to the stock market

USA



ÅCPI-ATE(ex. energy and taxes) inflation was down 0.3 pp to 
мΦм҈ ƛƴ WǳƭȅΤ ƛƴ ƭƛƴŜ ǿƛǘƘ ŎƻƴǎŜƴǎǳǎ ŦΩŎŀǎǘΣ лΦм ǇǇ ōŜƭƻǿ 
bƻǊƎŜǎ .ŀƴƪΩǎ ŦΩŎŀǎǘΣ ŀƴŘ лΦн ǇǇ ōŜƭƻǿ ƻǳǊ ŜǎǘƛƳŀǘŜ

» Prices were up 0.1% m/m (seas adj), equal to the June print

» Inflation is below 2% for housing, clothing, food, alcohol, 
communication, transportation, and airline tickets ςothers 
are still above

» ¢ƘŜ Ƴŀƛƴ ƳƛǎǎŜǎ όǾǎ ƻǳǊ ŦΩŎŀǎǘύ ƻƴ ǘƘŜ ŘƻǿƴǎƛŘŜ ǿŜǊŜ ŦƻƻŘ 
and airline tickets, while clothing surprised on the upside

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

» In addition, domestic inflation has slowed substantially to 
1.2%

ÅTotal inflationǊƻǎŜ лΦм ǇǇ ǘƻ оΦл҈Σ лΦн ǇǇ ŀōƻǾŜ ƻǳǊ ŦΩŎŀǎǘ

ÅThe outlook

» Inflation may slowsomewhat more the coming quarters. 
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 spill-over to 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

(Core) Inflation is not a problem in Norway:  CPI-ATE down 0.3 pp to 1.1% y/y!

Χ !ƴŘ ƴƻǿ ŘǳŜ ǘƻ ŘƻƳŜǎǘƛŎ ƎƻƻŘǎ ϧ ǎŜǊǾƛŎŜǎΣ ƴƻǘ ŎƘŜŀǇŜǊ ƛƳǇƻǊǘǎΦ ¢ƻǘŀƭ ƛƴŦƭΦ ŀǘ оΦл҈ 

Norway
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Norges Bank has not beenan inflation nutter (since2010, at least)

Actualinflation has not beencorrelatedto interest
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Register employment data confirms the strong LFS employment report

The no. of employees rose by 0.8% m/m in June, but remains 1.4% below Dec-мф ƭŜǾŜƭΦ IƻǿŜǾŜǊΧ 

Norway

ÅΧ excluding foreign workers on short term stay (not 
immigrants) the no. of employees (living in Norway) is 
just 0.3% below the pre-pandemic level

ÅThe LFS(survey) employment data are more volatile 
than other measures. In May (avgApril ςJune) LFS 
employment rose 1.6% vs. February, and it was up 0.1% 
vs. Dec. 19 (and 0.4% below the Feb-20 level)

ÅNational Accounts will report Q2 data this week. These 
data includes foreign workers on short term stay, as 
well as self employed

ÅAverage monthly wagesare up 2 ς2.5% y/y ςno signs 
of higher wage inflation (check  next page)



38

Global view: Risk on, banks in large parts of the world are loosening policies

bƻǊǿŜƎƛŀƴ ōŀƴƪǎ ŀ ƭƛǘǘƭŜ ƭŜǎǎ ǎƻΧ

ÅUS banks are signalling loosening standards, and quite a bit towards the corporate sector. Credit spreads in the 
corporate bond market are among the lowest past two decades

ÅEuropean banks are also reporting an easing vs both households and businesses

ÅSwedish banks are reporting easing standards vs. households and no change vs businesses

Norway


























































































































































































