
Macro Weekly

Week 38/2021

Harald Magnus Andreassen
Phone : (+47) 24 13 36 21
Mobile  : (+47) 91 14 88 31
E-mail : hma@sb1markets.no

SpareBank 1 Markets
Phone : (+47) 24 14 74 00
Visit  address: Olav Vs gate 5, 0161 Oslo
Post address: PO Box 1398 Vika, 0114 Oslo

20 September 2021

Tina Norden
Phone : (+47) 24 13 37 48
Mobile  : (+47) 93 22 62 24 
E-mail : tina.norden@sb1markets.no



Highlights, corona update

The world around us

The Norwegian economy

Market charts & comments

2



The virus
ÅMost countries are still reporting a decline in new Covid-19 cases

ÅThe no. of hospitalisationshas flattened or are falling almost everywhere ςand even in the USA, from an elevated level there. Elsewhere in the 
rich part of the world, the pressure on the health system has been modest. In Norway just 19/mill are hospitalised (flattenedlast week), vs 100+ 
in the UK, and almost 300/mill in the US

Å In the West, mobility has not come down during the Delta outbreak, signalling that economic consequences are mild. The only remaining Covid-
19 risk is another mutation that are resistant vs. vaccines. Some sectors have still reported a slowdown, like restaurants and travel

Å In the East, mobility is on the way up everywhere. India is back at full speed, following the May disaster. Chinahave probably already beaten 
down the last (very limited) outbreak ςthough at substantial cost for services in July & August

The economy, part I
ÅChina 

» August datasurprised on the downside, at least partly due to fight against virus. If so, some positive news should be expected the coming 
months

» Industrial production rose just 0.3% m/m, half a normal pace, and the annual growth rate was down 1.1 pp, 0.5 pp below expectations. Still 
production is 3% above the pre-pandemic trend path. 

» The service sector contracted by 1.7%, following the 2.4% July drop, very likely due to the fight against corona. A substantial upside the 
coming months, from the present 4% below p-p trend path level. 

» Retail sales roseby 0.3%, following the 0.3% decline in July (volume, our est). Sales have expanded at just a 2% pace since November, and is 
5% below the p-p trend. Nominal sales values grew just 2.5% y/y, down from 8.5%, and 4.5 pp below expectations! 

» Investmentsare growing at a slow pace too, and both residential and commercial construction is down 13% ς20% recent months ςin tandem 
with a steep decline in steel and cement productions, amid some financial challenges for the largest Chinese builder, EvergrandeΧ

» Earlier, strong export and decent import data have been reported, as well as a continued slowdown in credit expansion ςwhich remains 
above trend growth in nominal incomes though

Last week



ÅUSA
» In August, employmentclearly grew lessin states which left the temporary federal unemployment benefit programs in June and early July than in those 

states that kept them open until these programs expired in early September. The unemployment still fell less in the early-leaverstates, so the participation 
rate must have increased somewhat, a positive sign. However, the impact is very limited (0.2 pp, vs the 3% of working age population paid by these federal 
programs) and the employment did not respond. It is still to early to tell how many of those 7.5 mill. workers that have now lost their USD 300/week 
support will return to the labour market but so far the news are not that upbeat

» CPIgrew less than expected in August but both the headline annual rate (5.3%) and the core (4.0%) remain unusually elevated. Energy prices are now 
flattening, and used auto prices fell - and will very likely normalise (down some 25%) when new car production recovers ςwhich may still take some time. 
In August, hotels and travel were hit by lower demand due to the virus, and it is far to early that price inflation has peaked here, even if prices fell last 
month

» Retail saleswere much stronger than anticipated in August, even after adjusting for a  substantial downward revision of sales in July. Still, the trend is 
down ςalbeit from a still terrific level; Core sales are still up 18% vs. the Feb-20 level. The downside is huge!  

» Manufacturing productionexpanded 0.2% in August, and less than expected, and production is just 1% above the pre-pandemic level. Auto production is 
down 13%, and not due to weak demand. Capacity utilisation is well above average, according to the Federal Reserve while the ISMsurvey reported a 
record high rate of capacity utilisation already in H1. 

» The first two regional manufacturing surveys were much better than expected in September, both rose substantially! Small businesses do not complain 
about sales, but access to labour is the worst ever. They report almost unprecedented plans for price hikes. As we where close to the top of a business 
cycle?? (But Univ. of Michigan reports that consumers are really pessimistic in September, as in August)

ÅEMU
» Manufacturing production rose far more than expected in July, due a continued uptick in Belgium. Still, production remains 1.4% below the pre-pandemic 

level ςŀƴŘ DŜǊƳŀƴȅ ƛǎ Řƻǿƴ с҈Φ {ƻƳŜǘƛƳŜǎ ƛǘΩǎ ƘŀǊŘ ǘƻ ōŜ ŀƴ ŀǳǘƻ ǇǊƻŘǳŎŜǊΣ ŀŎǘƛǾƛǘȅ ƛǎ Ŏǳǘ ōȅ пл҈ όŀƴŘ ōȅ нп҈ ƛƴ ǘƘŜ 9a¦ύΗΗ
» HICP (CPI)annual inflation was confirmed sharply up ςbut just to the VAT cuts and other corona measured implemented last August. Energy is the main 

culprit behind the 3% headline rate but some other goods contributed as well. Still, the core HICP is up just 1.6% y/y
» Labour cost inflationremains too low for the ECB to reach the new 2% target. Over the past 2 years Labour Cost Index is up just 1.7% p.a

ÅUK
» Retail trade fell further in August, and back to the pre-pandemic growth path, possibly partly due to lack of supply (domestic distribution, Brexit 

challenges). CPI inflationrose sharply, due to tax cuts/subsidies introduced last August. However, in Aug this year, core prices rose 0.3%, and prices are 
accelerating somewhat. Wage inflation is still too high, but has slowed recent months

ÅNorway
» bƻǊƎŜǎ .ŀƴƪΩǎ wŜƎƛƻƴŀƭ ƴŜǘǿƻǊƪ expects a further recovery the coming 6 months, but the growth forecast as well as their assessment of growth  over the 

past 3 months are way too downbeat ςand not useful taken at face value. However, it seems more realistic that most sectors now expect a growth 
slowdown, just commercial services expects faster growth. More companies are reporting capacity constraints, and labour shortages have not been more 
common since 2008. Estimates of wage inflation is ticking upwards, for good reasons

» Homebuilders are reporting a gradual slowdown in new home sales, and startshave peaked too. Material costs are partly to blame ς{{.Ωǎ ƛƴŘŜȄ ƛǎ ǳǇ 
23% y/y, with lumber up >100%. We think the peak is very near (but probably not the end) 

Last week: The economy, part II



ÅPMI
» The August Global PMIwas weaker than expected due to a sharp decline in service sector 

PMIs in US, UK, Japan and in China, very likely due to the Delta outbreaks. It may be to early to 
expect a recovery in Sept but it is not unlikely, given that the no. of Covid cases/hospitalised 
persons are falling most places. (China is not reporting flash PMIs)

ÅUSA 
» To formally signal taperingnow, or wait until the Delta is beaten down and the impact on the 

labour market from the termination of extra unemployment benefits for 7.5 mill workers can 
ōŜ ŀǎǎŜǎǎŜŘΣ ǘƘŀǘΩǎ ǘƘŜ ǉǳŜǎǘƛƻƴ ŦƻǊ ǘƘŜ Cha/ ƳŜŜǘƛƴƎ ŀǘ ²ŜŘƴŜǎŘŀȅΦ ¢ƘŜǊŜ ŀǊŜ ƎƻƻŘ 
arguments for both alternatives but given the impact of very low rates in a booming economy, 
the bank should have decided a late 2021 tapering start now. Still, we doubt it will, but no big 
ŘŜŀƭ ƛŦ ǘƘŜ ŘŜŎƛǎƛƻƴ ƛǎ ǇƻǎǘǇƻƴŜŘ ǘƻ ǘƘŜ ƴŜȄǘ ƳŜŜǘƛƴƎΦ ¢ƘŜ ΨŘƻǘ-ǇƭƻǘΩΣ ǘƘŜ Cha/ ƳŜƳōŜǊǎ 
individual rate outlook, will very likely be shifted upwards, and a majority will signal that the 
first hike is most likely in 2022, and some will even assume two or more hikes. Some doves will 
still think 2023 is the likely timing

» The housing marketis still tight but higher construction costs is a challenge. Starts, new and 
ŜȄƛǎǘƛƴƎ ƘƻƳŜ ǎŀƭŜǎ ŀƴŘ ǇǊƛŎŜǎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ ƘƻƳŜ ōǳƛƭŘŜǊΩǎ ƛƴŘŜȄ ƻǳǘ ǘƘƛǎ ǿŜŜƪ 

ÅUK
» The BoEhas signalled a more hawkish stance, and an earlier tapering has been announced. 

Still, the BoE is probably not prepared to hike anytime soon ςbut the market is contemplating 
2 ςо ƘƛƪŜǎ ƴŜȄǘ ȅŜŀǊΣ ŀƴŘ ǘƘŜ .ŀƴƪ ǿƛƭƭ ƴƻǿ ƘŀǾŜ ǘƻ ΨǊŜǎǇƻƴŘΩ ǘƻ ǘƘŜǎŜ ŜȄǇŜŎǘŀǘƛƻƴǎ

ÅSweden
» The Riksbankis still conducting a very expansionary monetary policy, while the economy is 

booming. Most other banks have signalled a change of tack recent months, and the Riksbank is 
always (a late though) follower of fashion. So, the bank should soon join in. A higher CPI print is 
perhaps not the best argument but it may be used. The mortgage backed QE program must be 
especially exposed for a tightening now

ÅNorway
» Norges Bank will no doubt lift the signal rate to 0.25%. We think the interest rate path will be 

lifted once more, but just by half as much as in June, and the adjustment will kick in from late 
2022. More next page

» The LFS surveyhas reported a rapid growth in employment, and the employment rate is back 
to the pre-pandemic level! An even faster, and for us surprisingly rapid increase in the 
participation rate, is responsible for the still high unemployment at 4.8%. We expect the 
unemployment rate to decline the coming months
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The Calendar: FOMC to taper (or not); BoE, Rix meeting + a NoBahike; Sept PMIs, NOR LFS

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

Time Count. Indicator Period Forecast Prior

Monday Sept  20

16:00US NAHB Housing Market Index Sep 74 75

Tuesday Sept  21

06:00SW HOX Home-Price Index Aug

09:30SW LFS unemployment Rate SA Aug 8.4%

11:00OECDOECD Publishes Interim Outl.

14:30US Housing Starts Aug 1550k 1534k

14:30US Building Permits Aug 1600k 1635k

14:30US Current Account Balance 2Q -$190.0b -$195.7b

Wednesday Sept  22

16:00US Existing Home Sales, prices Aug 5.88m 5.99m

16:00EC Consumer Confidence Sep A -5.9 -5.3

20:00US FOMC Rate, Outlook, tapering Sep-22 0.25% 0.25%

Thursday Sept  23

08:00NO Unemployment Rate AKU Jul (4.6) 4.8%

09:15FR Manufacturing PMI Sep P 56.3 56.3

09:15FR Services PMI Sep P 55.8 55.9

09:30GE Manufacturing PMI Sep P 61.4 62.6

09:30GE Services PMI Sep P 60.3 60.8

10:00EC Manufacturing PMI Sep P 60.4 61.4

10:00EC Services PMI Sep P 58.5 59.0

10:00EC Composite PMI Sep P 58.5 59.0

10:00NO Norges Bank, deposit rate Sep-23 0.25% 0.00%

.. Interet rate path, max change (+18 bp) +33 bp

10:30UK Manufacturing PMI Sep P 60.8 61.1

10:30UK Services PMI Sep P 55.0 55.1

13:00UK Bank of England Bank Rate Sep-23 0.1% 0.1%

14:30US National Activity Index Aug 0.50 0.53

14:30US Initial Jobless Claims Sep-18 320k 332k

15:45US Manufacturing PMI Sep P 61.0 61.1

15:45US Services PMI Sep P 55.0 55.1

16:00US Leading Index Aug 0.5% 0.9%

18:00US Flow of Funds 2Q

Friday Sept  24

02:30JN Jibun Bank Japan PMI Mfg Sep P 52.7

02:30JN Jibun Bank Japan PMI ServicesSep P 42.9

10:00GE IFO Expectations Sep 96.5 97.5

16:00US New Home Sales Aug 710k 708k



ÅOn the upside vs. the June interest rate path
» A substantial weaker NOK
» A higher oil price
» Wage inflation is drifting upwards (confirmed by the Regional 

Network)
» Unemployment has fallen faster than expected, at least at 

NAV
» The network is reporting higher capacity utilisation

ÅOn the downside
» Housing investments will be revised down
» House prices are below the June ŦΩŎŀǎǘ
» Credit growth is lower than estimated

ÅNeutral or close to neutral
» Growth, interest rates abroad
» bƻǊǿŜƎƛŀƴ ǎǳǊǾŜȅǎΣ bƻǊƎŜǎ .ŀƴƪΩǎ ƴŜǘǿƻǊƪ όŀǘ ƭŜŀǎǘ ǾǎΦ 

growth)

» CPI inflation: Core at track. Electricity prices are surging, but 
future prices are down. The impact on household disp. 
income the coming year is not that large 

» Money market, mortgage spreads

ÅThe market
» The FRA-curve has gained substantial height recent weeks, 

and last week it climbed above bƻ.ŀΩǎJune path (in 2023). 
We do not think a 15 ς20 bp lift by NoBa will materially 
change market rates ςbut they will not decline, stay short 6

Ahead of Norges Bank: Lift off ςand a steeper interest rate path 

A 25 bp hike is given. We expect the interest rate path to be lifted by another 15 ς20 bps

Changes in the interest rate path from 

the June NoBa meeting

Impact

bps

Domestic demand (incl oil price), capacity util. 8

Money Market (money market, lending spreads) 0

Prices, wages 10

Foreign factors 2

NOK 13

Judgement (surveys, fin. stab, global risk etc) -15

Sum 18
Changes in NOK Dec-22 FRA since after June m. 12

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



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 very much doubt there will be. The no. of cases is 
falling in most countries, and the no. of hospitalised has 
flattened

ÅGrowth in new cases, hospitalisations & deaths have 
peaked in the USςin due time as the serious illness/death 
rate have been far higher than in Europe, and the no. of 
hospitalised rose to a high level again. Now, the number of 
hospitalised patients is falling rapidly

ÅThe situation has been even more challenging in many 
Emerging Markets,but even there the no. of new cases has 
peaked in most countries, and growth has slowed in others. 
Few new cases are reported in Indiaςand in Chinaclose to 
none

ÅIn Norway, the no. of new cases is now falling rapidly, and 
the no. of hospitalised have flattened at a low level, 
equalling 19 per mill, vs 100+ in the UK, and almost 300 in 
the US). Just 0.6% of those who have tested positive are 
hospitalised, vs 8% in the US!

» It seems very unlikely that the Norwegian health system will 
run into any sort of capacity problems

7

Most countries are reporting fewer Covidcases
The only risk now: A vaccine resistant virus variant

Covid-19
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The no. of new cases falling in most countries

Covid-19

Å The red dots on the chart to the right indicate the peak in new cases since 
WǳƴŜ όLƴŘƛŀΩǎ ǇŜŀƪ ǿŀǎ ƛƴ aŀȅύΦ ²ƘŜƴ ǘƘŜǎŜ Řƻǘǎ ŀǊŜ ƛƴ ΨŦǊŜŜ ŀƛǊΩΣ ŎŀǎŜǎ ŀǊŜ 
down vs the recent peak  - which is the case in 29 of 38 countries (from 31 
last week) 

Å Last week the no. of new cases grew in just 12 countries (from 8)

Å Disclaimer: Testing policies/capacities may have changed (and they differ 
vastly between countries)
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The no. of patients admitted to hospitals due to Covid is flattening/falling

Just the US reached troublesome a level the past weeks the no. of patients have clearly fallen

ÅThe number of hospitalised persons in Norway has increased substantially but remains at a very low level ςand seems 
to have flattened

Covid-19



10

Norway: New cases on the way down everywhere

Mobility has slowed marginally so far in September but we doubt Delta is to blame

Covid-19
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In the West, no sign of reduced mobility during the Delta attack

Still challenges in the East but mobility has bottomed everywhere

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 fell in July, and sales have flattened recent months, partly due to the India but also a downward trend in 
rich part of the world. The level is approx. 2½ % up vs the pre-pandemic level

ÅManufacturing production rose in June, and continued upwards in July. The level is some 5% 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 demand for consumer goods have peaked, and EM has been weak lately

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

ÅRetail sales in Emerging Markets x China were weak before the summer due to the setback in demand in India. Now a 
substantial recovery is underway in India, but now other Asian countries have run into problems

ÅManufacturing production is still drifting upwards, everywhere. The manufacturing PMIs are still strong

ÅNorwegian oil-related manufacturing production is down 10% 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, +7%). The Norwegian PMI and other surveys are 
signalling very strong growth (among the best in the world)

India

Global economy
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Global airline traffic further up last week, the gap to 2019 at 23%

In the US, traffic flattened in August but the first half of September marginally better

Global economy
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Inflation on the way up most places

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

Global economy
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August data weaker than expected too ςDelta at least partly to blame

However slow retail sales, investments & and a decline in construction/steel in place well before Delta
Å Industrial production ǊƻǎŜ ōȅ Ƨǳǎǘ лΦо҈ ƛƴ !ǳƎǳǎǘΣ ŀǎ ƛƴ WǳƭȅΣ ƘŀƭŦ ǘƘŜ ΨƴƻǊƳŀƭΩ 

growth rate. Measured y/y, production is down 1.1 pp 5.3%, 0.5 pp below 
expectations. Production is still 3% abovethe pre-corona trend path but growth 
has slowed, and more than we had assumed. Cement down 10%, steel 16% 
ǊŜŎŜƴǘ ƳƻƴǘƘǎΣ ǇŀǊǘƭȅ όǘƘŜȅ ǎŀȅύ ŘǳŜ ǘƻ Ψ/h2Ω ǊŜǎǘǊƛŎǘƛƻƴǎ ōǳǘ ŘŜƳŀƴŘ όŀǘ ƭŜŀǎǘ 
construction activity) is falling too. Surveys are down but are signalling growth 
well north of the 0.3% per month rate

Å Service sector production fell by 1.7% in August, following the 2.4% July drop, in 
sum an unusual decline (although far less than Jan/Feb last year), confirming the 
weak service PMIs. The level is some 4% below the pre-pandemic trend growth 
path. No doubt virus related, and thus temporary.

Å Retail sales volumes rose by 0.3% in volume terms (our est.) in Aug, reversing the 
July decline but sales have been growing less than at a 2% pace since last Nov, far 
below the pre-Covid 6% pace, and the level is some 5% below the pre-Covid 
growth path. Sales were up 2.5% y/y, down from 8.5%, and 4.5 pp (!) below 
expectations. Auto sales are a part of the story. We doubt the underlying trend is 
that weak

Å Investments grew by just 0.2% in Aug, and July was revised down to 0.1% (these 
data are now routinely revised down!) The level is 7% below the pre-pandemic 
trend growth path. The (still useless) accumulated annual growth rate was 8.9% in 
Aug, down from 10.3%, 0.2 pp below expectations. Housing and other 
construction starts fell further, and have fallen 15% ς20 % recent months. New 
home salesfell further too

Å The previous week
» Credit growthis slowed further too, and the credit impulse is negative, as normal 

approx. every 4th year
» Exports rose sharply Aug. and are 15% above the pre-Covid growth path! Imports rose 

as well, and are some few % above the pre-Covid path
» CPI inflation is 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, but the extra weakness in July/Aug is probably mostly due 
to the virus outbreak. Policy tightening has contributed too, and as will soon a 
maturing global cycle in goods. A crash is probably still unlikely

China: The main takes
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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
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Slowergrowth in employment in early Federal UI leaver states in August

However, unemployment has fallen slower in those states, as more workers are searching for jobs

ÅHalf of the states left the two temporary federal unemployment 
benefit programs in June and early July, so far without any 
significant differences in employment growth the past 2-3 
months

» In August, employment rose by 0.1% in the early-leaver states, and by 
лΦо҈ ƛƴ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΣ ŀ ΨǿǊƻƴƎΩ ǎƛƎƴ 

» In July, growth was equal in the two groups of states. 

» In June early lavers states reported a somewhat higher employment 
growth than the others

ÅState participation rates are not published but we have an 
indication that participation has increased marginallyin the 
early-leaver states 

» The unemployment rate has fallen by has fallen by 0.2% In the early-
leaver states vs by 0.4 pp in the rest of the country

» The employment rate has increased more or less by the same amount 
(state employment rates are not published, and we have not bothered 
calculating them). 

» If so, the participation rates in the early-leaver states must have 
increased by 0.2 pp more than in the other states since April

ÅGiven that some 3% of the working age population were 
enrolled on the temporary pandemic unemployment benefit 
programs that now have been abolished, a 0.2 pp lift in the 
participation (in the early-leaver states after two months) is not 
that impressive 

ÅIn addition, since employment has not increased, which is the 
real test, these August data are far from encouraging for those 
who are expecting a tsunami of willing and able workers into 
the labour market the coming weeks and months

USA
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Peak CPI inflation? The m/m increases slowed further in Aug, more than expect.

Used auto prices finally yielded. So, is it transitory? Well, time will tell, Delta explains the Aug slowd.?

ÅHeadline CPI rose 0.3% m/m in August, 0.1 pp below expectations. The annual rate slowed marginally to 
5.3%. This is still a high CPI y/y print in a historical perspective

ÅPrices have been accelerating m/m since last October, and the 3m/3m rate is still at 8.3%

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

Å In August, lodging and airline tickets become cheaper, very likely due to the air pocket created by the Delta 
outbreak

ÅLǘ ƛǎ ŦŀǊ ǘƻ ŜŀǊƭȅ ǘƻ ŎŜƭŜōǊŀǘŜ ǘƘŜ ǘǊŀƴǎƛǘƻǊȅ ŎŀƳǇΩǎ ǾƛŎǘƻǊȅ

USA
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Core inflationslowed more than expected

Prices +0.1% m/m in August, expected 0.3%, the annual rate down 0.3 pp to 4.0

ÅCore prices climbed rapidly m/m April ςJune but slowed in July, to 0.3% and further to 0.1% in Aug 

ÅThe price hikes in the last three months are at least partly due to one-offswhich will not be repeated, or will 
be reversed 

» Used auto prices (and auto rental prices) are candidates on the downside, and used auto prices fell in Aug

» aƻǎǘ ƻŦ ǘƘŜ ΨǊŜƻǇŜƴƛƴƎΩ ǎŜŎǘƻǊǎ ƘŀǾŜ ƭƛŦǘŜŘ ǇǊƛŎŜǎ ōŀŎƪ ǳǇ ǘƻ ŀ ƴƻǊƳŀƭ ƭŜǾŜƭΣ ƭƛƪŜ ƭƻŘƎƛƴƎΣ ǊŜŎǊŜŀǘƛƻƴΦ Wǳǎǘ ŀƛǊƭƛƴŜ 
tickets are still cheaper than normal

ÅParts of the hike the annual rate recent months are due to falling prices last spring. However, the average 
inflation since June 2019is 2.8% - and inflation has been above 2% whatever relevant starting point 

USA
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Used auto prices down in Aug, and lodging, public transport price fell as well

The lower hotels, transport prices corona related, most likely not permanent

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 lodging is full back but both transport and apparel prices are 
still below the Feb-20 level

Å Used auto prices have been on the way up since last summer, but fell 
1.5% in Aug, but prices are still up 32% y/y, due to lack of new cars 
(which are up 7.7%). More on these prices 2 pages fwd

USA



Å¢ƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎmeasure now yields  capacity 
utilisation at 76.5%, vs. the long term average at 75%

ÅL{aΩǎ ǎŜƳƛ-annualsurvey reported a further sharp 
increase H1/May, the highest level ever, 88 vs the 
average at 82.5%. 
» These two measures have not been 100% correlated but the 

current discrepancy is very large ςand quite important when 
assessing the growth outlook

Å¢ƘŜ CŜŘΩǎ ŜǎǘƛƳŀǘŜ ƛǎ ƳƻŘŜƭ ōŀǎŜŘΣ ǿƘƛƭŜ ǘƘŜ L{a 
survey is based on companies assessment of their own 
capacity

ÅGiven reports on labour shortages, material shortages, 
prices, the ISM survey seems to give the most 
reasonable result 

22

Is capacity utilisation just somewhat above a normal level, or record high?

Not an irrelevant question

USA
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²ŜΩǾŜ ǎŀƛŘ ƛǘ ōŜŦƻǊŜΥ LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΗ όΧ ǎƻ ƴƻ ƴŜŜŘ ǘƻ ǎǘƛƳǳƭŀǘŜ ŘŜƳŀƴŘύ

LǘΩǎ ǊŜŀƭƭȅ ƭƻƻƪƛƴƎ ƭƛƪŜ ǿŜ ŀǊŜ close to peak of a cycle, and not coming out of recession

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 and quality of labour is a much more serious problem than normal, and at ATHs. For cost of labour, the share is 
far above a normal level

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



24

Another warning sign: A record high no. of SMBs still say they plan to raise prices

The share has been higher justone month, in December 1979

ÅBack in 1979, it lasted just one month; now we have been up here four months in a row

ÅIt is challenging to calibrate the SBM survey vs. actual inflation, as the present print is so extremely far off the chart vs. the 
past 35 years experience. But surely, it tells us something. We have made at try at the chart above to the right, a second 
ŎƘŀǊǘ ƻƴ ǘƘŜ ƴŜȄǘ ǇŀƎŜΦ LƴŦƭŀǘƛƻƴ Ƴŀȅ ǎǘŀȅ ǳǇ ƘŜǊŜ ŦƻǊ ǎǘƛƭƭ ǎŜǾŜǊŀƭ ƳƻƴǘƘǎ όōǳǘ ƛǘ Ƴŀȅ ǎǘƛƭƭ ōŜ ƭŀōŜƭƭŜŘ ΨǘǊŀƴǎƛǘƻǊȅΩΣ ƻŦ Ŏƻurse)

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 still reports a 3% expected growth in unit costs. Since 2013, the expectations have been stable at 1.75% ς2.25%

USA
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Labour cost back on track. Unit cost seems to moderate

Labour cost rose just 1.1% q/q (annualised) in Q2, as in Q1 ςand is down 0.6% vs. Q2-20

ÅMeasured over the 2 past years, hourly labour costs are up 1.7% per year on average, which is far to little to generate 
inflation at 2% over time

ÅUnit labour costhas jumped up during the pandemic as productivity as productivity has fallen
» Unit labour cost have climbed less than in the US, and far less than in UK during the pandemic

Å²Ŝ ŜȄǇŜŎǘ ŀ ǎƘŀǊǇ ǊŜǾŜǊǎŀƭ ƛƴ ǳƴƛǘ Ŏƻǎǘǎ ǿƘŜƴ ǘƘŜǎŜ ŜŎƻƴƻƳƛŜǎ ǊŜƻǇŜƴǎΦ LŦ ƴƻǘΧ

EMU



ÅIn August last year, a subsidy scheme lowered prices in 
hotels and restaurants sharply, lowering the CPI by 1% 
m/m. So, in August this year the impact of these cuts 
fell out of the y/y calculation ςand annual CPI rate 
accelerated by 0.7% to 3.2%. We feared a 1 pp lift, 
consensus was for a 0.4% lift, a strangely low estimate
» The whole 0.7 pp lift in the annual rate was due to the lift in 

annual hotels & restaurant prices to August from July

ÅIn August, hotels & restaurant prices and food prices 
contributed the most on the upside m/m, while 
clothing prices fall

ÅSince last February, second-hand auto prices have 
climbed 22% - and they rose 4.9% m/m in August. New 
autos are up 5.5%

ÅMeasured y/y transport (gasoline & auto prices) 
explains 1/3 of the 3.2% lift in the total price level

ÅUnit labour costs have soared during the pandemic, as 
most other places. We expect as substantial reversal 
the coming quarters
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LƴŦƭŀǘƛƻƴ ǎƘŀǊǇƭȅ ǳǇ ƛƴ !ǳƎΣ ŀǎ ƭŀǎǘ ȅŜŀǊΩǎ ǘŀȄ Ŏǳǘǎ ƴƻ ƭƻƴƎŜǊ ƛƴŦƭǳŜƴŎŜŘ ȅκȅ ƎǊƻǿǘƘ

Total inflation up 0.7 pp to 3.2% & core up 0.3 to 3.2%, both 0.3 pp above expectations

UK
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Wage inflation down 0.5 pp, and the underlying growth has fallen below 4%

The annual rate is still high, at 5.9% (incl. bonuses, 6.8% x bon). Unemployment is sliding down

ÅWage growth (regular pay) decreased to 6.8% y/y in July, down from 7.3% in June (revised down from 7.4%)
» However, the annual rate is boosted by the sharp contraction in wages last year. Total weekly pay is up 3.4% over the past 2 years

» The underlying wage growth the recent months have slowed to some 3.2% (3m/3m), which is in line the growth pace ahead of the 
pandemic, but well above the average over the past 10 years

UK
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The heat is on: Gas, electricty pricesare soaring

The interconnectedEuropenenergymarketis stressed, too little supplyof gas, too little wind, rain ++

ÅNorwegian hydro reservoirs have been substantially depleted past 
2 months vs the normal trajectory as the summer/ autumn has 
been drier than normal in southern Norway. The loss vs. the 
normal refilling at this time of the year equals 15% of the reservoir 
capacity, and has never taken place before ςand the reservoir 
level is the 2nd lowest on record
» Last week, electricity prices more or less stabilised ςbut they remain at 

record high levels (at least if measured over some few days)

ÅGiven the forward electricity price curve, which implies a gradual 
but substantial decline in spot prices the coming quarters, the cost 
shock for Norwegian households should be manageable: 
Compared to the average electricity bill over the past years, the 
cost will rise some 40%, from Q3 this year until next summer. If so, 
ƘƻǳǎŜƘƻƭŘǎΩ ŘƛǎǇƻǎŀōƭŜ income will be cut by 1¼ - 1½%. This 
amount equals approx. 1/10th of the excess household savings 
during the pandemic

ÅThe risk: The future electricity/gas market may be dead wrong

Norway



ÅActivity the past 3 months

» The Network reports a 3.6% growth pace in May-July from Feb-Apr, 
ŎƭƻǎŜ ǘƻ ǘƘŜ bŜǘǿƻǊƪΩǎ ŜȄǇŜŎǘŀǘƛƻƴ о ƳƻƴǘƘǎ ŀƎƻΦ IƻǿŜǾŜǊΣ actual 
growth was 10%, according to Nat. accounts. Capacity utilisation & 
labour shortages are now well above average levels

ÅExpectations for the coming months

» The Network expect at 3.3% growth pace the next 6 months. We 
expected a 3.6% signal. In June, Norges Bank assumed an 8% - 9% 
growth pace over the next 6 months, from July. We think the network 
is underestimating growth the coming months

ÁJust one sector expects higher growth the next six months, 
commercial services (we guess due to downbeat business services 
sector)

ÁAll other sectors are reporting stable or lower growth:

ÁRetail trade expect a contraction (goods consumption will to 
come down now)

ÁHousehold services expects a slight slowdown (from a high level 
recent months, 7% growth still expected). 

ÁBoth domestically and export oriented industries report slower 
the coming 6 months ςbut growth is still decent, at 2.5%+

ÁBoth construction and oil related industries report stable 
growth, at a rather modest level, some 1% 

» Investmentplans are revised further up

» Wage inflation is revised up 0.2 pp to 2.9%, 

» Companies expect to lift prices vs households 29

bƻǊƎŜǎ .ŀƴƪΩǎ bŜǘǿƻǊƪ ŜȄǇŜŎǘǎ ŀ ŎƻƴǘƛƴǳŜŘ ǊŜŎƻǾŜǊȅ ōǳǘ ƛǎ ǎǘƛƭƭ ǳƴŀōƭŜ ǘƻ ŎŀƭƛōǊŀǘŜ

Capacity utilisation is increasing rapidly, more widespread reports of lack of labour

Norway

ÅImplications
» Lƴ ǊŜŀƭƛǘȅΣ ǘƘŜ wŜƎƛƻƴŀƭ bŜǘǿƻǊƪΩ с Ƴ ƎǊƻǿǘƘ ƻǳǘƭƻƻƪ ƛǎ 

weak ςŀƴŘ ŦŀǊ ōŜƭƻǿ bƻ.ŀΩǎ ŀƴŘ ƻǳǊ D5t ŦƻǊŜŎŀǎǘǎ ςgiven 
the low activity level in several service sectors. However, 
the survey has not been able to calibrate its growth 
forecasts well during the pandemic, for understandable 
reasons ςand we do not take it literally 

» We assume the Bank will put more emphasis on data like 
capacity utilisation and labour shortages when adjusting its 
short term forecasts

» !ƴȅǿŀȅΣ ǘƘƛǎ ǿŜŜƪΩǎ ǊŀǘŜ ƘƛƪŜ ƛǎ ŀ ŘƻƴŜ ŘŜŀƭ
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Growth is peaking: most sectors expect a slowdown or stable growth

Just retail trade expect lower activity

Norway
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Capacity constraints sharply up, and is high vs. bƻ.ŀΩǎoutput gap estimate

Labour shortages are increasing rapidly ςto the highest level since 2009, and far above average

Å²Ŝ ǘƘƛƴƪ ŀ ōǊƻŀŘ ǊŀƴƎŜ ƻŦ ŜŎƻƴƻƳƛŎ ǎǘŀǘƛǎǘƛŎǎ ŀƴŘ bƻǊƎŜǎ .ŀƴƪΩǎ ƻǳǘǇǳǘ ƎŀǇ ŜǎǘƛƳŀǘŜ ƛǎ ŀ ōŜǘǘŜǊ ƎŀǳƎŜ ƻŦ ŀŎǘƛǾƛǘȅ ƭŜǾŜƭ 
ƛƴ ǘƘŜ bƻǊǿŜƎƛŀƴ ŜŎƻƴƻƳȅ ǘƘŀƴ ǘƘŜ ƴŜǘǿƻǊƪ ǊŜǇƻǊǘΩǎ ŎŀǇŀŎƛǘȅ ŎƻƴǎǘǊŀƛƴǘǎ ƛƴŘƛŎŀǘƻǊΦ {ǘƛƭƭΣ ŎƻƳǇŀƴƛŜǎ ŀǊŜ ƴƻǿ ŦŀŎƛƴƎ 
more capacity constraints 

ÅLabour supply shortages eased sharply last spring but have increase somewhat since before corona, and rose to well 
above an average level in August. We expect more to come

Norway
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The Network revised its wage growth expectations for 2021 up 0.2 pp to 2.9%

Χ up from below 2% last year. There is a risk for 2022? The labour market is tightening, CPI-inf. is high

Norway

ÅThe negotiations between LO and NHO yielded a 2.7% wage 
lift in 2021 vs 2020 on average (based assumptions on local 
wage drift). This guideline has been accepted by other 
parties in the private sector

» There were some minor conflicts in the public sector, and some have 
been rewarded 0.1 ςлΦп ǇǇ ŜȄǘǊŀΣ ōǳǘ ǘƘŀǘΩǎ ŀƭƭ

ÅIn Norges Bank Q3 expectation survey, economists in trade 
unions & employers associations forecasted a 3.1% wage 
growth, and 3.2% in 2022

ÅNorges Bank assumed a 2.8% wage growth in 2021 and 2.9% 
in 2022 in its June MPR

» We expect Norges Bank to once more revise its inflation forecasts 
upwards ςbut not sufficient to bring its inflation forecast up to 2% 
before by the end of the forecast horizon (from below 2% in the June 
report)
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Mainland trade deficit sharply in August, as imports surged

Total balance surplusup in August, to close to record high (2008), as gas exports surged

ÅThe Mainland (non energy) trade deficit in goodsdecreased sharply in August, by NOK 6.1 bn

ÅNon-energy exports werereached yet another ATH in August. The main contributors on the upside for exports were metals and fish

Å Imports increased sharply in August, due to higher import of machinery and vehicles

ÅExport of oil and gas, helped by higher prices, is well above pre-corona levels,totalling 79bn in July (+14 bn m/m), bringing the total trade 
surplus to 44bn, or some 16% of Mainland GDP. In nominal terms, the highest level since 2008, close to all time high. We are not broke, yet

Norway



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

More negative surprises ςChina contributed the most last week

And US surprised less on the negative side, EMU flattened

Global economy

ÅThe USsurprise has fallen further below average, but rose last week

ÅThe EMUhas been below the zero line the two past weeks ςbut stabilised last 
week

ÅChina dropped on the weak August data published last week

ÅEmerging Markets x China are still reporting better data than expected, and 
following a downturn, a tad up last week

ÅNorwayhas surprised sharply on the downside recent weeks, so has the UK
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August data weaker than expected too ςDelta at least partly to blame

However slow retail sales, investments & and a decline in construction/steel in place well before Delta
Å Industrial production ǊƻǎŜ ōȅ Ƨǳǎǘ лΦо҈ ƛƴ !ǳƎǳǎǘΣ ŀǎ ƛƴ WǳƭȅΣ ƘŀƭŦ ǘƘŜ ΨƴƻǊƳŀƭΩ 

growth rate. Measured y/y, production is down 1.1 pp 5.3%, 0.5 pp below 
expectations. Production is still 3% abovethe pre-corona trend path but growth 
has slowed, and more than we had assumed. Cement down 10%, steel 16% 
ǊŜŎŜƴǘ ƳƻƴǘƘǎΣ ǇŀǊǘƭȅ όǘƘŜȅ ǎŀȅύ ŘǳŜ ǘƻ Ψ/h2Ω ǊŜǎǘǊƛŎǘƛƻƴǎ ōǳǘ ŘŜƳŀƴŘ όŀǘ ƭŜŀǎǘ 
construction activity) is falling too. Surveys are down but are signalling growth 
well north of the 0.3% per month rate

Å Service sector production fell by 1.7% in August, following the 2.4% July drop, in 
sum an unusual decline (although far less than Jan/Feb last year), confirming the 
weak service PMIs. The level is some 4% below the pre-pandemic trend growth 
path. No doubt virus related, and thus temporary.

Å Retail sales volumes rose by 0.3% in volume terms (our est.) in Aug, reversing the 
July decline but sales have been growing less than at a 2% pace since last Nov, far 
below the pre-Covid 6% pace, and the level is some 5% below the pre-Covid 
growth path. Sales were up 2.5% y/y, down from 8.5%, and 4.5 pp (!) below 
expectations. Auto sales are a part of the story. We doubt the underlying trend is 
that weak

Å Investments grew by just 0.2% in Aug, and July was revised down to 0.1% (these 
data are now routinely revised down!) The level is 7% below the pre-pandemic 
trend growth path. The (still useless) accumulated annual growth rate was 8.9% in 
Aug, down from 10.3%, 0.2 pp below expectations. Housing and other 
construction starts fell further, and have fallen 15% ς20 % recent months. New 
home salesfell further too

Å The previous week
» Credit growthis slowed further too, and the credit impulse is negative, as normal 

approx. every 4th year
» Exports rose sharply Aug. and are 15% above the pre-Covid growth path! Imports rose 

as well, and are some few % above the pre-Covid path
» CPI inflation is 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, but the extra weakness in July/Aug is probably mostly due 
to the virus outbreak. Policy tightening has contributed too, and as will soon a 
maturing global cycle in goods. A crash is probably still unlikely

China: The main takes



37

LƴŘǳǎǘǊƛŀƭ ǇǊƻŘǳŎǘƛƻƴ ǳǇ лΦо҈ ƛƴ !ǳƎǳǎǘ ǘƻƻΣ ŦŀǊ ōŜƭƻǿ ǘƘŜ ΨƴƻǊƳΩ

Official y/y growth rate down 1.1 p to 5.3%, 0.5 pp below expectations

ÅOur calculation suggest a smaller decline in the annual rate, to 7.4%

ÅProduction grew by 0.3% m/m, the same speed as in July, but half the normal rate of expansion. Sharp 
production cuts in steel and cement have contributed to the slow monthly growth 

ÅProduction is 11҈ ŀōƻǾŜ ǘƘŜ 5ŜŎ Ψмф ƭŜǾŜƭ ŀƴŘ ǎƻƳŜ о҈ abovea reasonable pre-corona growth path. Not bad

ÅBoth supply and demand factors may be limiting factors the coming months ςsupply side probably most 
important short term. Business surveys signal somewhat slower growth, but no sharp downshift

China
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Steel, cement & aluminum sharply down since April (Thanks to Xi Jinping & co.)

All down 6% - 14% (after at 10% downward revision of cement production in both May and June!)

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

» hǘƘŜǊ ΨŎƻƴǎǘǊǳŎǘƛƻƴ ǊŜƭŀǘŜŘΩ ǎŜŎǘƻǊǎ ƭƛƪŜ ŎƻǇǇŜǊ ŀƴŘ ǇƭŀǘŜ Ǝƭŀǎǎ ƘŀǾŜ ƪŜǇǘ ǳǇ ŦŀǊ ōŜǘǘŜǊ 

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

China
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Electricity production has come down recent months, level still above p-p trend

Transport may have slowed somewhat ςpartly Covidrelated (data just through July)

China
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Retail sales surprise sharply on the downside ςlikely affected by virus restrictions

Sales far weaker than expected in August, volume up 0.3% m/m, following the 0.3% drop in Aug

ÅNominal retail sales were up 2.5 y/y in August, down from 8.5% in July, and far below market expectationsat 7%. (These 
annual growth rates are close to useless due to the base effects, the low sales level last spring/summer)

ÅIn nominal terms sales fell by 0.2% m/m in August, we assume it rose by 0.3 % in volume terms
» Since last November the underlying volume growth rate has been less than 2%.Before the pandemic growth equalled some 6% 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!). July and August may be influenced by the recent virus measures but these months are no outliers

ÅSales volumes are 5% below the pre-pandemic trend path ςand underlying growth is very low

China
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Investments on a new and a much slower growth path

Monthly growth at 0.2%, history revised down, againςand level is 7% below pre-Covid trend

ÅMeasured YTD, nominal investments rose 8.9% in August (still a silly number, due to the setback last spring/summer), down 
from 10.3% in July, 0.1% weaker than expected

ÅGrowth m/m was once more revised down (for the 4th month in row), and growth in August was just 0.2%, well below the 
ΨƴƻǊƳŀƭΩ лΦп҈ ƎǊƻǿǘƘ ōŜŦƻǊŜ ǘƘŜ /ƻǾƛŘ ŎǊƛǎƛǎ ƭŀǎǘ ǎǇǊƛƴƎ όŀƴŘ Wǳƭȅ ǿŀǎ ǊŜǾƛǎŜŘ Řƻǿƴ ǘƻ лΦм҈ ŦǊƻƳ лΦн҈ύ

ÅThe investment levelis 7% below the pre-pandemic growth trajectory ςand the gap is off course not closing now. The only 
positive twist: The level is above the Dec-19 level

China
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Construction activity further down in August
New home sales have fallen 18% since the spring ςstarts are slowing too

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 August. The fight against the Delta virus may explain some of the weakness 
during the summer

ÅHousing startsfell just marginally in August, and are down 13% vs the late 2020 level. That is not a dramatic downturn, 
ōǳǘ ǎƛƎƴƛŦƛŎŀƴǘ Ǿǎ ǘƘŜ ΨƳƛƴƻǊΩ /ƘƛƴŜǎŜ ŎƻƴǎǘǊǳŎǘƛƻƴ ŎƻƴǘǊŀŎǘƛƻƴǎ

ÅNon-residential constructionŦŜƭƭ ƛƴ !ǳƎǳǎǘ ŀǎ ǿŜƭƭΣ ŀƴŘ ƛǎ Řƻǿƴ нл҈ ŦǊƻƳ ƭŀǎǘ ǎǳƳƳŜǊΩǎ 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 ƻƴ ǘƘŜ ǎŀƳŜ ŦƭƻƻǊ

ÅThe recent credit tightening may have had some impact 
on 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 around as well
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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


























































































































































