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The virus
Å Most countries are still reporting growth in new virus cases, thanks to the Delta variant. However, growth has slowedin almost all countries past 1 - 5 weeks, 

and in 13 out of 38 countries we track, the no. of new cases has fallen, and in some places sharply 

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

Å That has not been the case in theUS, suggesting diverging testing policies as the positivity rate has shot up, and the no. of hospitalisation & deaths has increased 
far more than in Europe. In the US, the no. of hospitalised patients is just 30% below the Jan peak, and some (low vaccination rate states) are reporting a record 
high no. of patients, and capacity constraints. The good news: growth in cases in the US has fallen sharply, and fell to zero last week. Growth in hospitalisations 
is slowing too, signalling that the threat from the Delta variant may have peaked

Å In Norway, the no. of new cases surged last week, +80% (only New Zealand reported an even higher growth rate). The no. of hospitalised patients almost 
doubled but the level is still low (11 per mill, vs 100 in the UK, almost 300 in the US) as just kids and young persons are unvaccinated, and few of them and of 
the older, fully vaccinated end up in hospitals, if infected. Still, with an R at 1.6, something will have to give the comingweeks, and some mild, local restrictions 
cannot be ruled out. A continued rapid vaccination among the youngsters might be sufficient

Å In the West, mobility has not come down during the Delta outbreak, signalling that economic consequences are mild

Å In the East, the lockdowns will probably not last for too long, and India is back at full speed. Chinahave probably already beaten down the last (very limited) 
outbreak 

The economy, part I
ÅAugust PMIs

» The preliminary PMIs were weaker than expected, especially in the US, where service reported a further, and sharp decline in growth. In the EMU, service 
growth kept well up, while manufacturing slowed somewhat (but the sector is still reporting unusual strong growth). We estimate that the global PMI fell 
more than 2 p, down to 53, signalling growth a trend. However, Emerging markets may have fared better than DM in August, justlike they did in July, 
dampening the decline in the global index. Data out this week

ÅUS
» LŦ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘ ŘƻŜǎ ƴƻǘ ǘǳǊƴ ǎƻǳǊ ǘƘŜ ŎƻƳƛƴƎ ŦŜǿ ǿŜŜƪǎ όǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ŎƘŜŎƪ ǘƘƛǎ ǿŜŜƪΩǎ ǇŀȅǊƻƭƭ ǎǘŀǘǎύ the FOMC will very likely signal a gradual 

reduction in the USD 120 bn/m QE program from late 2021 at the September meeting, as employment has made substantial progress towards the maximum 
employment target. In his long awaited Jackson Hole (digital) address on Friday, Gov. Powellsaid that he at the late June meeting argued for a tapering 
ǎǘŀǊǘ ƛƴ ƭŀǘŜ нлнмΦ ²Ŝ ŘƛŘƴΩǘ ƪƴƻǿΣ ƘŜ ŘƛŘ ƴƻǘ ƛƴŘƛŎŀǘŜ ǎƻ ŀǘ ǘƘŜ ǇǊŜǎǎ ŎƻƴŦŜǊŜƴŎŜ ƛƴ ƭŀǘŜ WǳƭȅΦ IƻǿŜǾŜǊΣ ǎŜǾŜǊŀƭ Cha/ ƳŜƳōŜǊs have signalled the same 
position recent days/weeks. They are arguing the supply side is the constraint in the US economy, not demand (and they are right). Still, while Powell also 
ǊŜŎƻƎƴƛǎŜŘ ǘƘŀǘ ǘƘŜ ǇǊƛŎŜ ƭŜǾŜƭ ƘŀŘ ǊŜŀŎƘŜŘ CŜŘΩǎ ƭƻƴƎ ǘŜǊƳ ǘŀǊƎŜǘΣ ƘŜ ǎƛƎƴŀƭƭŜŘ ǘƘŀǘ ƛƴŦƭŀǘƛƻƴ Ƙŀǎ ƴƻǘ ȅŜǘ ŜǎǘŀōƭƛǎƘŜŘ ƛǘǎŜƭf at a sufficiently high level (!), and 
employment had not reached the maximum employment target. Thus, there is no hurry for hiking rates, even if a QE tapering is appropriate. Markets were 
well prepared for a tapering message (even if we thought he would wait until the Sept FOMC meeting), and were satisfied with hisdovish stance on rates. 
The yield curve fell, all over, with a sharp decline in real rate, while inflation expectations rose somewhat. And the stock market celebrated by the 3rd ATH for 
the week

Last week



ÅUSA (cont.)
» Core PCE prices rose by 0.3% in July, as expected but still more than 4% annualised. The annual rate rose 0.1 pp to 3.6%. Some re-openings 

impacts will surely subside (2nd hand prices have surged 40%) but prices increases are broadening somewhat, and businesses are still reporting 
unprecedented price hike plans. Wage inflation has accelerated too, the most serious threat vs. the inflation target over time (if sustained)

» Household consumption has flattened since April, as services are recovering but spending on goods is on the way down to more normal levels. 
Household income is normalising too, as wage income is recovering, and transfers from the government are on the retreat (at least for the time 
being, new programs are on the table in the Congress). The savings rate is just 2 pp above a normal level but accumulated savings through the 
pandemic (the Wall of Money) equal 13% of disp. Income 

» Both new and existing home sales rose marginally in July, both better than expected ςbut both has fallen sharply so far in 2021, mostly due to 
lack of supply ςand inventories are still low. However, the inventory of new homes are on the way up, at least for projects that are not started or 
are under contraction. Realtors reported a 1% m/m price appreciation but the annual growth fell sharply (to 17% from 23%) dueto the 6% price 
surge one year ago 

» Durable goods orders are still on the way up, and better than expected in July. Surveys signal growth will continue

ÅEMU
» Consumer confidence fell marginally in August but the level is still well above average ςand at the same level as before the pandemic crisis

ÅSweden
» Retail Sales were down by 1.2% m/m in July, driven by a fall in household equipment and recreational goods. The level is still high and well above 

the pre-pandemic level and we expect sales to fall further as more spending is shifted towards services and travel abroad. House pricesfell in July

» Consumer confidencewas virtually flat while the KI business survey fell just marginally in Aug, from super strong ATH in July

ÅNorway
» Retail salesfell surprisingly by 3.1% in July, but just due to an unpresented decline in hardware/building materials, where sales fell 29%,in volume 

terms. Goods were in short supply, and demand was hampered by (an equally unprecedented) 26% price increase - sales fell 10% in nominal 
terms. (The price hike in one months seems unlikely but may be due to a low data collection frequency). As most of the sales of hardware/building 
ƳŀǘŜǊƛŀƭǎ ŀǊŜ ǘƻ ƘƻƳŜōǳƛƭŘŜǊǎκǇǊƻŦŜǎǎƛƻƴŀƭǎΣ ǘƘŜ ƛƳǇŀŎǘ ƻƴ ƘƻǳǎŜƘƻƭŘǎΩ ŎƻƴǎǳƳǇǘƛƻƴ ƻŦ ƎƻƻŘǎ ǿŀǎ ƭƛƳƛǘŜŘ ςin fact total consumption of goods
(ex electricity) grew by 1.0%Η !ǎ ŀƴ ƛƴŘƛŎŀǘƻǊ ƻŦ ǘƻǘŀƭ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅΣ ǘƘŜ ŘŜŎƭƛƴŜ ƛƴ ǊŜǘŀƛƭ ǎŀƭŜǎ ǎǘƛƭƭ ƛǎ ΨŦƻǊ ǊŜŀƭΩ όƛŦ ǘƘŜ ǇǊƛŎŜ ƛƴŘŜȄ ƛǎ ŎƻǊǊŜŎǘύ

» Payrollsrose 1.1% m/m in July, and the no. of employees living permanently in Norway was some 0.8% above the pre-pandemic level. The total, 
including foreigners on short term stay is still down - but just by 0.3%

» Consumer confidence fell in August, according to the CCI, but just reversing the July hike ςand the level is still strong (+1 st.dev above avg) 

Last week: The economy, part II



Å In 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 ςand we doubt there will be

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, the positivity rate has shot 
up too) ςin tandem with a steep increase in new cases. The no. of 
hospitalised is just 30% below the Jan peak, and is record high in 
several states. However, growth new cases has slowed further and 
approached zero last week. Growth in hospitalisations is also slowing, 
signalling that the Delta outbreak is coming under control 

ÅThe situation is more challenge larger in many Emerging Marketsbut 
even there the no. of new cases has peaked in some countries, and 
growth has slowed. Few new cases are reported in Indiaςand China
close to none

Å In Norway, the no. of new cases skyrocketed last week (80%, R = 1.6, 
just New Zealand reported higher growth last week) following
opening of schools & universities from mid August. The no. of 
hospitalised patients has quadrupled ςfrom a very low level ςand 
still just 62 persons are hospitalised (11 per mill, vs 100 in the UK, and 
almost 300 in the US)

» We still deem it as rather unlikely that hospitals will be overwhelmed 
ōŜŦƻǊŜ ΨŜǾŜǊȅōƻŘȅΩ ƛǎ ǾŀŎŎƛƴŀǘŜŘ ςor some mild restrictions are re-
introduced. However, a sharp increase in hospitalisations must be 
expected the coming days/weeks

5

Growth in Covid cases are slowing ςand are down in almost 1/3 of countries
The main risk now: An even more contagious or vaccine resistant virus variant

Covid-19
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New Zealand & Norway in the lead, growth wise

The level is still close to zero in NZ, not in Norway

Covid-19

Å The red dots on the chart to the right indicate the peak in new cases since June 
όLƴŘƛŀΩǎ ǇŜŀƪ ǿŀǎ ƛƴ aŀȅύΦ ²ƘŜƴ ǘƘŜǎŜ Řƻǘǎ ŀǊŜ ƛƴ ΨŦǊŜŜ ŀƛǊΩΣ ŎŀǎŜǎ ŀǊŜ Řƻǿƴ Ǿǎ 
the recent peak  - which is the case in 13 of 38 countries (from 12). However, 
last week the no. of new cases grew in 23 countries (from 24) ςso it is over 
over yet

Å Disclaimer: Testing policies/capacities may have changed (and they differ 
vastly between countries)
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UK: Still a moderate level of hospital admissions & deaths

The no. of new cases is increasing again but slowly

ÅThe 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

ÅThe no. of daily hospital admissions has increased 9 times 
from the bottom in May, but the level is just above 1/5 of 
the peak in Jan, and the no. admissions has flattened the 
past two weeks. The no. of deaths is up 20 times, still at just 
8% of the Jan level

Covid-19

» The hospitalisation ratehas fallen sharply as both old persons 
and other risk groups are vaccinated, to 2% - 3% from 8%

» The case fatality rate (of those tested positive) has fallen even 
more, to 0.4% from close to 3% in Jan/Feb

ÅImplication: The Delta variant has spread like a wildfire, but 
the number of infected will have to increase to very high 
levels before the UK will run into another serious healthcrisis 

ÅOther European countries are reporting low hospitalisation & 
death rates, while the US is not (probably because testing is 
far below European levels), check next page 



8

US is running into problems but stricter policies, more vaccinations will help?

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

ÅThe hospitalisation rate is 2 ς4 times higher than in 
Europe

ÅThe death rate (Case Fatality Rate) is 2 ς8 times higher 
» Thus, the no. of cases is very likely underreported vs. Europe

ÅHowever, growth inthe (official, though) number of 
new cases has slowedsubstantially past 3 weeks ςand 
growth in hospitalisations has slowed as well

Covid-19
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Norway: A sharp increase in no of new cases, more hospitalisations to come

However, as less than 1% of positive cases are hospitalised, still not serious health burden

Covid-19

ÅStill, if growth the infection curve does not slow the 
coming weeks (from the present 80% rate), even a 1% 
hospitalisation rate will in the end create problems

ÅWe think the likelihood for that to happen is limited
» Vaccinations will probably speed up again, now by including the 

16 & 17 y/o cohorts, and probably soon down to 12 year olds. 

» Some mild, local restrictions have been ςand will be imposed
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The no. of patients admitted due to Covid is increasing in several countries

But only the US is running into trouble, thus far

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) 11

More jabs, at least in Europe

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

Covid-19

Sum doses

Mostly 2nd doses were administered 
in Norway last week
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Norway: All countiesare reporting more cases. Oslo, Agder & Viken in the lead

aƻōƛƭƛǘȅ ƛǎ ƻƴ ǘƘŜ ǿŀȅ ǳǇ ŀƎŀƛƴΦ ¦ƴǘƛƭ ŦǳǊǘƘŜǊ ƴƻǘƛŎŜΧ

Covid-19



13

In the West, no signs of reduced mobility during the Delta attack

However, mobility sharply down in some Asian countries, and in Aus/NZ! India almost back to normal

Covid-19
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Activity in the goods sector is flattening

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

ÅRetail sales rose in June but may have fallen in July, according to our very preliminary forecast ςand sales have flattened recent 
months, partly due to an assumedsetback in India (data a lagging). The level is approx. 4% up vs the pre-pandemic level

ÅManufacturing production rose in June, and probably in July too is still 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 recent months 

ÅGlobal foreign tradeflattened in May (was originally reported up), and was stable in June as well. The level is close to 7% above the 
pre-Covidlevel, according to CBP in Netherlands

Global economy
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DM market demand for consumer goods have peaked

The upside potential is large for Emerging Markets, but the Delta variant is hampering activity

ÅManufacturing production is still drifting upwards

ÅNorwegian oil-related manufacturing production is down 9% vs the pre-pandemic level ςnon-oil sectors are up 4%, one of 

the better results in the rich part of the world (but behind Sweden, + 10%) 

India

Global economy
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Global airline traffic may have bottomed, slightly up last week

In the US, traffic flatted in August, no doubt due to the Delta attack

ÅGlobal traffic is down 27% vs. the 2019 level

Global economy
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Global GDP slowed in Q2

Χ ŀǎ ǿŜ ŀǎǎǳƳŜ ǎƭƻǿŜǊ ƎǊƻǿǘƘ ƛƴ 9ƳŜǊƎƛƴƎ aŀǊƪŜǘǎ όǿƘŜǊŜ ŦŜǿ ƘŀǾŜ ǊŜǇƻǊǘŜŘ ǎƻ ŦŀǊύ

ÅWe estimate 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 Covid outbreak in many 
Emerging Markets that has not reported so far (especially India)

ÅThe global GDP is1% above the pre-pandemic level, but still 
approx. 3% below the pre-pandemic trend growth path

ÅNorway is lagging our Nordic neighbours, both vs. the level in Q2, 
and accumulated losses during the pandemic (chart to the right) 

Global economy

ÅThe global accumulated loss vs the pre-pandemic growth trend is 
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%. UKis down 16%

» Denmark-5%, Sweden & Finland -6%, Norway-7% (as we where hit by 
the downturn in oil investments, check the chart two pages back)
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PMI further down in August ςto an average level

We estimatea 2 p decline to approx. 53, to an average level ςbased on weaker DM data

Å The global PMIhas peaked, so has very likely global growth. The August PMI signals 3% ς3.5% GDP growth 

Å The US PMI fell sharply, by 4.5 p to 55.4, far weaker than the expected -0.9 p, signalling 3% growth. The service sector PMI was the weak link in the chain

Å The EMU PMI fell far less, by 0.7 p to 59.5, close to expectations ςand the index signals 3% GDP growth.  Services kept up well amid the Delta outbreak

Å Both Japanand UKǊŜǇƻǊǘŜŘ ŀ ŘŜŎƭƛƴŜ ƛƴ ǘƘŜƛǊ taLǎ ƛƴ WǳƭȅΣ ŘǳŜ ǘƻ ŀ ǎƘŀǊǇ ŘŜŎƭƛƴŜ ƛƴ ǎŜǊǾƛŎŜǎ taLǎ ōƻǘƘ ǇƭŀŎŜǎΦ WŀǇŀƴΩǎ taL ǎƛƎƴŀƭǎ ŀ D5t Ŏƻƴǘraction

Å Delivery times rose even faster in the US, but slowed in Europe. Prices, input & output prices are still increasing at a rapid pace but slower in August than in July

Å In July, the Developed Markets PMIfell by 1.8%, while the Emerging Markets PMIroseby 1.2 p ςbut remained 5.5 p below the DM avg. It is possible the gap will be further 
closed in August ςand that our estimate for the global PMI is on the weak side (like it turned out to be in July)

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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Fed will probably start tapering in Q4, but Powell argues rates will be kept at zero

Progress towards targets is sufficient for tapering but targets must be reached before a rate lift-off

Å Markets had discounted a late 2021 tapering start, and was not 
ŎƘƻŎƪŜŘ ōȅ tƻǿŜƭƭΩǎ ΨŎƻƴŦŜǎǎƛƻƴΩ

Å Rather, markets responded favourably to his comments on when to 
ƘƛƪŜ ǊŀǘŜǎΣ ŀƴŘ ǘƘŀǘ ƘŜ ǎǘƛƭƭ ŀǎǎǳƳŜǎ ǘƻŘŀȅΩǎ ƘƛƎƘ ƛƴŦƭŀǘƛƻƴ ǿƛƭƭ ǘǳǊƴ ƻǳǘ 
to be transitory

Å Interest rates/bond yields fell (real rates down, infl. expectations rose, 
a reasonable response), and another ATH was reached at the stock 
market ςcheap money forever

ÅAt the Jackson Hole (digital) conference Powellrevealed that he ςat the 
late July FOMC meeting ςargued for starting tapering the QE program in 
late 2020 ςif the labour market made further progress towards the 
target. The inflation criteria was met, and as the labour market had 
strengthened, substantial progress towards the maximum employment 
target has been achieved, and further progress was expected. Did we 
really hear him indicate that at the press conference following the 
meeting??
» Data since late July had confirmed his view, according to Powell, even if the Delta 

variant created increased uncertainty

» However, minutes from the meeting revealed that many FOMC members assumed 
that the Fed should start reducing the USD 120 bn/month QE program later in 2021, 
and several FOMC members have been very outspoken recently, in favour cutting 
back the QE program as there were  no lack of demand in the US economy but 
rather lack of supply

ÅOnce more, Powell stressed that start of tapering did not imply the policy 
rate would be lifted anytime soon. For tapering, progress towards targets 
were sufficient. For a rate take-off: Targets has to be reached
» The economy has reached conditions consistent with maximum employment(which 

is still not defined), and

» And Inflation has reached 2% on its track to moderately exceed 2% for some time 
(even if this argument was introduced when inflation had been too low, and the 
average inflation rate had to be brought up to 2%. Now it is, and more than that)

» He added: We have much groundto cover to reach maximum employment and time 
to tell whether we have reached 2% on a sustainable basis

Å In his speech, he stressed than several factors could dampen inflation, as 
soon has the impact from the pandemic faded
» He did not see broad based inflation pressures

» Moderating inflation in higher-inflation items, like 2nd hand cars, which have 
flattened (and durable goods prices have been falling for 25 years)

» He saw little evidence that wage increases that might threaten excessive inflation

» Longer term inflation expectation were not elevated

» Global disinflationary forces had ruled for 25 years (technology, globalisation, 
ǇŜǊƘŀǇǎ ŜǾŜƴ ŘŜƳƻƎǊŀǇƘȅύ ŀƴŘ ŎŜƴǘǊŀƭ ōŀƴƪǎΩ ŎƻƳƳƛǘƳŜƴǘ Ǿǎ ƭƻǿ ƛƴŦƭŀǘƛƻƴ ƘŀŘ 
stabilised expectations
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/ƻǊǇƻǊŀǘŜ ǇǊƻŦƛǘǎ ǎǳǊƎŜŘ ƛƴ vнΣ ōƻǘƘ ŦƻǊ ΨǊŜŀƭΩ ŀƴŘ ŘǳŜ ǘƻ ƳƻǊŜ ƎƻǾŜǊƴƳŜƴǘ ǎǳōǎΦ

Domestic corporate profits up 11% q/q. Government subsidies still lift profits by 23%!

ÅGovernment pandemic programshave lifted domestic corporate profits at an unbelievable scale ςand still support profits by 
23% 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 have been decided upon ςand may be decided (the infrastructure program) have some 

elements of subsidies included, so that subsidies will remain at higher level than before

» Wages rose less than value added in Q2 (2% vs. approx. 2.3%), and thus far less than profits (+11%)

Å²Ŝ ǾŜǊȅ ƳǳŎƘ Řƻǳōǘ ǇǊƻŦƛǘǎ ǿƛƭƭ ŎƭƛƳō ŀǎ Ŧŀǎǘ ŀǘ {ϧtΩǎ ŦƻǊŜŎŀǎǘ ƻƴ ǘƘŜ ŎƘŀǊǘ ǘƻ ǘƘŜ ǊƛƎƘǘ 
» We expect subsidies to decline, wage inflation will pick up, or top line growth (GDP) will slow

USA

Est.
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Profits were under pressure prior to corona ςas usual when unemployment falls

Χ ŀƴŘ ŦƻǊ Ƙƻǿ ƭƻƴƎ ǿƛƭƭ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŜƳŀƛƴ ƘƛƎƘ ŜƴƻǳƎƘ ǘƻ ΨǇǊƻǘŜŎǘΩ ǇǊƻŦƛǘǎ ƴƻǿΚ

ÅWhen unemployment falls below 6%, corporate profits are exposed; at 
one stage the profit share will start to decline because wage earners will 
get the upper hand vs. employers. At least it has always happened in the 
past
» Before the corona crisis, the pre-tax profit share had fallen since the 2015 peak, 
ōŜŎŀǳǎŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǿŀǎ Ψǘƻƻ ƭƻǿΩ όƘƻǿŜǾŜǊΣ ǇǊƻŦƛǘǎ ƘŀǾŜ ōŜŜƴ ǊŜǾƛǎŜŘ ǳǇ ǾǎΦ 
previous estimates, the decline is less pronounced). After tax profits are record high vs 
GDP

Å Taxes were cut substantially in 2018, equalling some 8% of corporate 
profits. Some of these cuts will probably be reversed in order to fund the 
ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ Ǉƭŀƴ ŀƴŘ ǘƘŜ ΨǿŜƭŦŀǊŜΩ ōǳŘƎŜǘ ǿƘƛŎƘ ƴƻǿ ōƻǘƘ ŀǊŜ ŘŜōŀǘŜŘ 
in the House

USA
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Why are prices on the way up? 

In Q1, Q2: Higher margins, higher wages costs

ÅChanges in subsidies recent quarters creates huge ups 
and downs in costs

ÅThese subsidies will probably normalise the coming 
quarters ςcreating a pressure on prices and/or margins 
and wages

ÅWage costs have been moving upwards

USA

Gov pand.
progr.
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Household income up in July, real spending flat ςand it has been flat since April

Signals substantial slowdown in GDP growth. The savings rate just 2 pp above the pre-pandemic level

ÅPrivate consumption fell 0.1% in real terms in July, a tad less than expected (spending rose 0.3% in nominal terms, expected +0.4%). 
Consumption in real terms have flattened since April, as goods have yielded while services are recovering ςbut not that fast

ÅPersonal disposable real income rose by 0.7% in July (household income rose by +1.1% nominally, expected 0.1%). Government transfers 
contributed to most of the increase, probably also vs. expectations. Market based revenues rose too, wage incomes are steadily on the way up

ÅThe savings rate rose by 0.8 pp to 9.6%, following another downward revision (-0.6 pp this time). The savings rate is some 2 pp above the pre-
pandemic level. In addition, since the pandemic started, households have saved an extra amount equalling 13% of one years GDP. There is still
some money to be spent

USA
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Core PCE up 0.3% in July, 3.6% y/y ςas expected

Price inflation is slowing (m/m) but is still too high, in July at a more than 4% annualised pace

ÅThe core price consumption deflator rose by 0.3% m/m in July, as 
expected. June was revised up 0.1 pp to 0.5%. The annual rate rose 
лΦм ǇǇ ǘƻ оΦс҈Σ ǿŜƭƭ ŀōƻǾŜ CŜŘΩǎ ƭƻƴƎ ǘŜǊƳ н҈ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ

» Since WǳƴŜ Ψмф, the average core inflation rate has been 2.5%. 
Inflation has been higher than 2% measured up to 7 years back in 
time. So whatever plausible horizon Fed would like to apply, the 
average over time 2% inflation target is met (and more than that)

ÅThe total PCE deflatorrose by 0.5%, and the annual rate 
accelerated by 0.2 pp to 4.2%, both 0.1 pp higher than expected 

US Inflation
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The price level is on the right track, right? Finally, even Powell said so

However, he is still stressing that the recent hike is transitory ςand he may still be correct

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 marketnormally implies higher wage inflation. Now, almost all wage cost indicators signal higher wage 
growth, and more than the tilt towards higher paid employees can explain. This is the real challenge for the Fed

US Inflation
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Core durable orders further up in July

Investment goods orders are trending up too, signalling further growth in business investments in Q3

ÅTotal durable orders fell by 0.1%, expected down 0.2%. !ƛǊŎǊŀŦǘ ƻǊŘŜǊǎ ŦŜƭƭ όōǳǘ ǘƘŜȅ ƘŀǾŜ ǊŜŎƻǾŜǊŜŘ ŦƻǊ ƭŀǎǘ ȅŜŀǊΩǎ ǎƭǳƳǇύΦ 
The trend is steeply up

ÅCore orders (ex aircrafts & defence) gained 2%, expected 0.5%. The trend is strong. Auto orders rose sharply in July

ÅCore investmentgoods ordersfell 0.1% but the trend is still straight up, and order inflow in Q2 will be well above the Q1 
level

ÅOrder inflow is far above pre-pandemic levels, especially for investment good orders and surveys are still strongly hinting a 
further increase the coming months

USA
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New home sales slightly up in July, still down.  

Too few completedhomes to chose between? However, more new homes are underway

ÅNew home sales ǊƻǎŜ ǘƻ тлуΩ όŀƴƴǳŀƭƛȊŜŘ ǊŀǘŜύ ƛƴ WǳƭȅΣ ǳǇ ŦǊƻƳ Řƻǿƴ ŦǊƻƳ тлмΩ ƛƴ JuneόǊŜǾƛǎŜŘ ǳǇ ŦǊƻƳ стсΩΣ ŦƻƭƭƻǿƛƴƎ 

ǎŜǾŜǊŀƭ ŀƴŘ ƭŀǊƎŜǊ ŘƻǿƴǿŀǊŘ ǊŜǾƛǎƛƻƴǎ ǘƘŜ ǇǊŜǾƛƻǳǎ ƳƻƴǘƘǎύΦ {ŀƭŜǎ ǿŜǊŜ ŜȄǇŜŎǘŜŘ ŀǘ тллΩ ƛƴ WǳƭȅΦ {ŀƭŜǎ ŀǊŜ Řƻǿƴ нф҈ ŦǊƻƳ 

January ςand marginally below the pre-pandemic level. On existing home sales: 2 pages fwd

» ¢ƘŜ ƛƴǾŜƴǘƻǊȅ ƻŦ ǳƴǎƻƭŘ ƘƻƳŜǎ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ǎƻƳŜǿƘŀǘ ǘƘŜ Ǉŀǎǘ у ƳƻƴǘƘǎ ǇǊƛƳŀǊƛƭȅ ōŜŎŀǳǎŜ Ƴŀƴȅ ǇǊƻƧŜŎǘǎ ǘƘŀǘ ƘŀǾŜƴΩǘ ǎǘŀǊǘŜŘ ȅet have 

been added, in fact more new projects than ever, a sign that the supply side is responding to the strong demand. The no. of completed homes 

ŦƻǊ ǎŀƭŜ ƛǎ ǊŜŎƻǊŘ ƭƻǿΣ ŜǉǳŀƭƭƛƴƎ му ŘŀȅǎΩ ǎŀƭŜ όƛŦ ƘƻƳŜǎ ŀǊŜ ǎƻƭŘ т Řŀȅǎ ǇŜǊ ǿŜŜƪύ

USA
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Construction costs up, but new home prices even more

Construction costs are up 11% y/y, selling prices are up 14% ς16%(like existing home prices) 

ÅMonthly Median new home sales pricesare volatile, in July the annual rate was 18.5%, up from 6% in June (and 20% in 
May). The more relevant figure is the 6m/6m rate at 17.5% - the highest since 1987
» This price index is influenced by changes in the mix of homes sold ςand over time by changes in standards & size

ÅThe construction price indexis adjusted for changes in standard & size, as is the new homes sold price index, which 
includes cost of land, and they are up by 12% and 14% resp. y/y (the latter Q2 data)

ÅAs prices are still up more including land than the construction cost index (which of course is influenced by higher 
material costs), demand must be the main driver for the hike in prices(if not, land prices would have declined) 

USA
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Employment surged by more than 1% in July (from June!)

The no. of employees rose by 1.1% m/m in July, and is just 0.3% below Dec-20. Domestic empl. +0.8%

Norway

ÅThe increase in employment in July suggest at brisk 
growth in Mainland GDP
» We do not have data for foreign workers on short-term stay 
ŦƻǊ vоΣ ŀƴŘ ΨŘƻƳŜǎǘƛŎ ŜƳǇƭƻȅƳŜƴǘΩ όbƻǊǿŜƎƛŀƴǎ ŀƴŘ 
foreigners on permanent stay) in July is a estimate but 
probably not too far from the mark

» In June, employment grew by 0.8%

ÅThe LFS(survey) employment data have also been 
strong recent months, the last data point is the April-
June average

ÅNational Accounts reported a modest rise in overall 
employment in Q2, and the level was still 1.6% below 
Q19. The NA data includes foreigners on short-term 
stay
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Retail sales of building materials down 18% but consumption of goods further up
Total retail sales fell 3.1% (we expected -0.5%, consensus -0.4%), but consumption up 1%

ÅRetail sales were down 3.1% m/min July ςfar below expectations. Sales are still 10% above the pre-pandemic level
» The steep decline in retail sales were exclusively driven by a 29% drop in the sales volume of building materials, and other hardware. Prices rose 26%, and sales fell 10% 

in value terms. The decline is in the sales volume is probably both due to lack of supply and reduced demanddue to the unprecedented price hike (which may be 
somewhat exaggerated ςmore on that next page)

ÅTotal consumption of goods(x electricity) still rose by 1% in July! We have never seen such a discrepancy m/m (when adjusted for auto sales, 
which are not included in retail sales). Thus, household demand rose further in July, even if retail sales fell
» The reason is differences in weighting in the retail trade vs the private consumption index. Building material etc constitutes approx. 8% of retail sales. However, a large 

proportion of these sales are not sales to consumers but rather to professionals, like home builders, carpenters. In the goods consumption index just direct sales to 
consumers are included. The building material/hardware weight in total goods consumption may be below 1% ( no exact data published, but the share in the CPI is low)

ÅWe still expect sales/consumption of goods to slow further in the coming quarters, back the pre-corona trend path ςwhenit becomes possible 
to spend more on services and abroad, both x-border shopping in Sweden and holiday travel in general

Norway



ÅThe lift in July was substantial, 0.8 st.dev ςas was the 
0.7 st.dev decline in August. The level in August is still 
strong

ÅFinansbƻǊƎŜΩǎ ŎƻƴŦƛŘŜƴŎŜ ǉǳŀǊǘŜǊƭȅ ǎǳǊǾŜȅ ǊƻǎŜ to an 
average level in Q3.This survey has been far weaker 
(some 1 st.dev)  than the CCI survey the last year ςand 
it still is. We have no good explanation for the 
discrepancy
» Given retail sales & the housing market FinansbƻǊƎŜΩǎ ǎǳǊǾŜȅ 

seems too weak

31

Consumer confidence reversed the July spike, and is still at a high level

hǇƛƴƛƻƴΩǎ //L ŦŜƭƭ ōȅ лΦт ǎǘΦŘŜǾΣ ŀƴŘ ŀƭƳƻǎǘ ǊŜǾŜǊǎŜŘ Wǳƭȅ ƘƛƪŜΦ ¢ƘŜ ƭŜǾŜƭ ƛǎ ǎǘƛƭƭ Ҍм ǎǘΦŘŜǾ 

Norway
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NOK up 2.5%, supported by oil, int. rates, fx peers &  global stock markets

Our traditional model suggested an 0.9% appreciation

The status vs. the normal drivers:
ÅThe NOK is 6% weakerthan suggested by our standard model  (from ς8!)

Å¢ƘŜ bhY ƛǎ с҈ ΨweakerΩ ǘƘŀƴ ǘƘŜ Ǝƭƻōŀƭ ǎǘƻŎƪ ƳŀǊƪŜǘ Ǿǎ ǘƘŜ ŎƻǊǊŜƭŀǘƛƻƴ ōŜǘǿŜŜƴ ǘƘŜ ǘǿƻ ǎƛƴŎŜ ōŜƎΦ ƻŦ нлнл όŦǊƻƳ -7)

ÅThe NOK is 9% weakerthan our AUD/CAD/SEK-ƳƻŘŜƭΣ ƻǳǊ ΨǎǳǇŜǊ-ŎȅŎƭŜ ǇŜŜǊǎΩΣ ǇǊŜŘƛŎǘǎ όŦǊƻƳ -10)

ÅNOK is far (10%) strongerthan a model which includes global energy companies equity prices (vs the global  stock market) (from 9)

After been neutral vs NOK from May, we turned positive in early July, as the gap vs. our models had widened. We have been wrong but less so now J

NOK 

!ǘ ǘƘƛǎ ŀƴŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǇŀƎŜǎ ǿŜ ƘŀǾŜ ǎǿŀǇǇŜŘ bƻǊƎŜǎ .ŀƴƪΩǎ Lпп ƛƴŘŜȄ ŦƻǊ Wt aƻǊƎŀƴΩǎ ōǊƻŀŘ bhY ƛƴŘŜȄ ŀƴŘ ǊŜōŀǎŜŘ ƛǘ ǘƻ ǘƘŜcuǊǊŜƴǘ ƛƴŘŜȄ ǾŀƭǳŜ ŦƻǊ ǘƘŜ LппΦ ¢ƘŜ Lпп Ƙŀǎ ŀƴ ŜŀǊƭƛŜǊ ŎƭƻǎƛƴƎ ǘƛƳŜ ǘƘŀƴ ǘƘŜ ΨƻŦŦƛŎƛŀƭΩ ŎƭƻǎƛƴƎ 
time for fx crosses. There are no substantial difference between these two indices over time
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The global stock market up, NOK even more

{ǘƛƭƭΣ bhY Ƙŀǎ ƭƻǎǘ ǎƻƳŜ с҈ ǾǎΦ Ǝƭƻōŀƭ ǎǘƻŎƪǎ ǎƛƴŎŜ aŀȅ ōǳǘ ΨƎŀƛƴŜŘΩ м҈ ƭŀǎǘ ǿŜŜƪ 

ÅOver time, there has not been a stable correlation between NOK and stock markets (the Oslo Stock Exchange, S&P 500 or the MSCI, the global 

equity index. (At the chart to the right, we have detrendedthe stock market as equities are drifting upwards, while NOK (hopefully) is stationary. 

However, the two has been pretty closely correlated from time to time 

» bƻǿΣ ǘƘŜ bhY ƛǎ ǎƻƳŜǿƘŀǘ ǿŜŀƪŜǊ ǘƘŀƴ ΨƴƻǊƳŀƭΩ  Ǿǎ ǘƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ  ŀǎ ǘƘŜ bhY ƭƻǎǘ ƎǊƻǳƴŘ ƛƴ ƳƛŘ {ŜǇǘΣ ōŀǎŜŘ ƻƴ ǘƘŜ ƭƛƴƪ ōŜǘween the NOK and MSCI since Jan 2020). 

ÅWe have long argued that global equity prices should be more important for the NOKthan the oil price, as our global equity assets in the Oil 

ŦǳƴŘ ŀǊŜ ƭŀǊƎŜǊ ǘƘŀƴ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ǊŜƳŀƛƴƛƴƎ ƻƛƭ ϧ Ǝŀǎ ǊŜǎŜǊǾŜǎΦ Iŀǎ ǘƘŜ ƳŀǊƪŜǘ ΨŦƛƴŀƭƭȅΩ όŀƴŘ ǊŀǘƘŜǊ ǎǳŘŘŜƴύ ŎƻƳŜ ǘƻ ǘƘŜ same conclusion? We 

ŘƻǳōǘΦ LǘΩǎ ǇǊƻōŀōƭȅ ŀ άǊƛǎƪ ƻƴΣ Ǌƛǎƪ ƻŦŦέ ǿƻǊƭŘΣ ǿƘŜǊŜ Ƴŀƴȅ Ǌƛǎƪȅ ŀǎǎŜǎ ƳƻǾŜ ƛƴ ǘŀƴŘŜƳΣ ƳƻǊŜ ǘƘŀƴ ǳǎǳŀƭƭȅ

NOK 



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ34

Now, global surprises are on the downside, if not by much

Χ ŀŎŎƻǊŘƛƴƎ ǘƻ /ƛǘƛΩǎ ǎǳǊǇǊƛǎŜ ƛƴŘŜȄΦ ¢ƘŜ ¦{Σ /ƘƛƴŀΣ ¦YΣ ŀƴŘ bƻǊǿŀȅ ǿŜƭƭ ōŜƭƻǿ

Global economy

ÅThe USsurprise has fallen further below average, and fell further last week

ÅThe EMUhas fell to below the neutral line last week

ÅChina July date were weaker than expected

ÅEmerging Markets x China are still reporting better data than expected, but less 

than some weeks ago

ÅNorwayhas surprised sharply on the downside recent weeks, has have UK


































































































































































