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The virus
ÅMost countries reported a decline in new Covid-19 casesthe past weeks, as over the previous weeks. New testing regimes will probably influence 

these data, hospitalisations will no be the important measure most places

ÅThe no. of hospitalisationsare falling almost everywhere ςand the past 4 week seven in the USA, from an elevated level. Elsewhere in the rich 
part of the world, the pressure on the health system has been modest, and it is now easing. In Norway just 18/mill are hospitalised (on the way 
down again), vs 100+ in the UK, and 250/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

ÅOn Saturday, all remaining corona restrictions in Norwaywere lifted

The economy, part I
ÅGlobal PMI/surveys

» The preliminary September PMIs from USA, EMU, Japan, UK & Australia signals a further decline in the global composite PMI down to below 
an average level, signalling growth below a 3% trend pace. The Euro area surprised sharply on the downside, even if the virussituation has not 
worsened, a warning sign ςbut growth is still reported above trend. The US PMIs fell slightly, but was close to consensus. The Japanese index 
rose sharply (but remained below par), and the Australian survey recovered sharply (both indicating that virus problems are easing in the 
Asia/Pacific region ςand our estimate is more uncertain than usual due to the sharp decline in the Chinese indices in August). The global 
manufacturing PMI fell more than services, which make the virus explanation less convincing. Deliveries times are high, and prices are still 
rising at a fast pace but not faster  

» Other US manufacturing surveys were in sum up in September 

Last week



ÅCentral banks
» The Federal Reserve will soon announce a gradual tapering of the QE programs, very likely at the next meeting in Nov (if nothing surprising 

turns up). The programs should be terminated by mid 2022, implying a reduction in bond buying by USD 20 each month during H1.The dot 
plot, the individual FOMC members rate forecast, was revised up by 20 ς40 bps, a substantial revision. The first hike is assumed in late 2022, 
and 2 ς3 morehikes in 2023. The inflation forecast was once more revised upwards, to further above 2% the coming years. Following a 3.7% 
ƭƛŦǘ ǘƘǊƻǳƎƘ ΨнмΣ ǘƘŜ ōŀƴƪ ŀǎǎǳƳŜǎ ǘƘŀǘ ǘƘŜ н҈-over-time target is not reached

» Bank of England kept the signal rate unch. at 0.1% but signals that bank rate may be lifted earlier than so far assumed. Market rates rose 
sharply, and a hike before Christmas is not likely but not totally unlikely. 2 ς3 more hikes are expected next year

» {ǿŜŘŜƴΩǎ wƛƪǎōŀƴƪ expect the signal rate to remain at zero at least until end of 2024. However, the QE program will be terminated as planned 
in December

» Norges Bank hiked the signal rate to 0.25% from 0, as extremely well communicated. The interest rate path was lifted by up to 19 bps, spot on 
our 18 (15 -нлύ ōǇǎ ŦƻǊŜŎŀǎǘΦ LŦ ƴƻǘ ŦƻǊ ŀ нл ōǇ ŘƻǿƴǿŀǊŘ ΨƧǳŘƎŜƳŜƴǘ ǊŜǾƛǎƛƻƴ ƻŦ ǘƘŜ ǇŀǘƘ ƛƴ ǘƘŜ ǎƘƻǊǘ ŜƴŘΣ NoBawould have hiked by 50 bps, 
now! Norges Bank expects to reach 1.5% in Q2/Q3-23, 1 year earlier than assumed in June. Rates will be hiked 3 more times before next 
summer. The output gap and wage inflation were once more revised upwards, but the core CPI will not reach 2% before 2024. A weaker NOK 
ŀƭǎƻ ƭƛŦǘŜŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ΨŦƻǊŜŎŀǎǘΩ 

ÅUSA
» The housing market is still going strong. Housing building permits have flattened in 2021, at a rather high level. Higher construction costs & 

lack of supplies have kept construction in check, even if 2nd hand home prices have soared. Homebuildersare still reporting/expecting high 
but not higher activity. New home salesrose marginally, while existing home salesfell just marginally, both better than expected. Prices are 
still rising but realtors reported just a 0.5% lift m/m in August 

ÅEMU
» Consumer confidence recovered in September, possibly due to the decline in virus infections/hospitalisations. Confidence is stronger than 

before the pandemic

ÅSweden
» House prices recovered the July loss in August. Still, the annual growth rate has fallen to 13% from 18% at the peak and underlying growthhas 

slowed substantially 

ÅNorway
» LFS employment rose sharply in July too, and the unemployment rateΨŎƻƭƭŀǇǎŜŘΩ Řƻǿƴ лΦс ǇǇ ǘƻ пΦн҈Σ лΦп ǇǇ ōŜǘǘŜǊ ǘƘŀƴ ǿŜ ŀǎǎǳƳŜŘΦ ¢ƘŜ 

employment rate is on par with the pre pandemic level, the participation rate is well above. Payroll statistics confirm strong employment 
growth. The Manpower survey reports the most aggressive hiring plans, ever, both for Norway, and the global average

» Housing permits were very low in both July and August, a response to the unprecedented lift in construction costs? Non-residential starts still 
OK but the overall construction starts trend is downwards

Last week: The economy, part II



ÅManufacturing PMIs/ISM (& China services)
» The preliminary PMIs from US, EMU, Japan and UK were mixed but in sum weaker than expected, 

especially in the EMU (but thelevelwasstill OK).The global PMI index probably fell by some 1 p 

» The Chinese PMIssurprised at the downside in August, especially in the service sector. Both 
manufacturing PMIs and one of the services PMI are published this week

ÅUSA 
» CPI inflation may have peaked, and the same could be the case for the PCE inflationwhich though high, 

and businesses are reporting extreme price increase plans. However, the Fed has lifted its PCE estimate 
(the core up 3.7% in Q4-21, vs. the 3.0% ŦΩŎŀǎǘƛƴ WǳƴŜύ ŀƴŘ ǎƘƻǳƭŘ ΨǘƻƭŜǊŀǘŜΩ ƭƻŦǘȅ ǇǊƛƴǘǎ ƎƻƛƴƎ ŦƻǊǿŀǊŘ 
(even it the price target is met, however you measure it). Focus on spending and incomedata too

» Durable orders are still going strong, and a further increase is expected in August

» House price are up close to 20% y/y, according to most indices but realtors are now reporting slower 
m/m price increases. 

» Consumer confidence reports are all over the place. What is really happening? Conference Board out 
this week

» The debt ceiling Ƙŀǎ ǘƻ ōŜ ƭƛŦǘŜŘ ōȅ /ƻƴƎǊŜǎǎΣ ƛŦ ƴƻǘΧ 

ÅEMU
» Unemployment is heading down, and is expected further down in August. The level is just 0.1 p above 

the pre-pandemic level

» Credit growth is still moderate but households are borrowing more, and following a lift in corporate 
credit last spring, the credit level is rather high vs. the pre-pandemic level

ÅSweden
» Retail sales fell in July, and expected to decline further in August. Sales are still well above the pre-

pandemic trend path

» The economic sentiment is still sky high in the business sector and well above an average in the 
household sector 

ÅNorway
» We expect a further decline in open unemployment at NAV. Demand for labour is still strong, and even 

if the participation rate is soaring (according to the LFS), unemployment is heading rapidly down

» Retail salesnosedived by 3.1% in July, due to a 26% decline in sales of building materials amid lack of 
supplies and surging prices. Households consumption of goodsstill roseby 1% in July, as most of the 
sales of building materials are to homebuilders and professionals, not directly to households. We 
expect retail sales to partly recover, but total consumption to flatten as more spending are now being 
shifted towards services

» We expect credit growth (C2) to slow marginally y/y in August, as corporate debt rose sharply m/m in 
Aug-20

5

The Calendar: Manufacturing PMIs/ISM, US PCE-prices. EMU unempl.; Ret. sales, NAV here

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

Time Count. Indicator Period Forecast Prior

Monday Sept  27

10:00EC M3/Credit growth Aug 7.70% 7.60%

14:30US Durable Goods Orders Aug P 0.7% -0.1%

Tuesday Sept  28

08:00NO Retail Sales MoM Aug (1.5) -3.10%

09:30SW Retail Sales MoM Aug -0.2% -1.2%

14:30US Advance Goods Trade Balance Aug -$87.3b -$86.4b

15:00US S&P CoreLogic CS 20-City YoY NSAJul 20.0% 19.1%

16:00US Consumer Confidence, Conf B. Sep 115 113.8

Wednesday Sept  29

09:00SW Economic Tendency Survey Sep 121.1

09:00SW Consumer Confidence Sep 108.0 108.6

11:00EC Economic Confidence Sep 117 117.5

16:00US Pending Home Sales MoM Aug 1.30% -1.80%

Thursday Sept  30

01:50JN Retail Sales MoM Aug -1.8% 1.1%

01:50JN Industrial Production MoM Aug P -0.5% -1.5%

03:00CH Non-manufacturing PMI, NBS Sep 50.8 47.5

03:00CH Manufacturing PMI, NBS Sep 50.2 50.1

03:45CH Manufacturing PMI, Caixin/MarkitSep 49.5 49.2

08:00NO Hotel guest nights Aug

08:00NO Credit Indicator Growth YoY Aug (5.2%) 5.3%

08:45FR Consumer Spending MoM Aug 0.0% -2.2%

11:00EC Unemployment Rate Aug 7.5% 7.6%

14:00GE CPI YoY Sep P 4.2% 3.9%

14:30US Initial Jobless Claims Sep-25 325k 351k

Friday Oct 1

08:00GE Retail Sales MoM Aug 1.5% -5.1%

08:30SW Manufacturing PMI Sep 60.1

10:00NO Manufacturing PMI Sep (60) 62.2

10:00NO Unemployment Rate Sep 2.5% (2.5) 2.7%

10:00EC Manufacturing PMI Sep F 58.7 58.7

10:30UK Manufacturing PMI Sep F 56.3 56.3

11:00EC CPI Core YoY Sep P 1.8% 1.6%

14:30US Personal Income Aug 0.2% 1.1%

14:30US Personal Spending Aug 0.6% 0.3%

14:30US PCE Core Deflator MoM Aug 0.2% 0.3%

15:45US Manufacturing PMI, Markit Sep F 60.5 60.5

16:00US U. of Mich. Sentiment Sep F 71.0 71.0

16:00US Construction Spending MoM Aug 0.30% 0.30%

16:00US ISM Manufacturing Sep 59.5 59.9

17:00WO Manufacturing PMI Sep (53.1) 54.1

US Auto sales Sep 13.40m 13.06m



ÅIn Europe, the Delta outbreak led to more 
hospitalisations and deaths, but as 
hospitalisation/death rates have fallen sharply there 
were no health crisisThe no. of cases is falling in most 
countries, and the no. of hospitalised is now on the way 
down too

ÅGrowth in new cases, hospitalisations & deaths peaked 
in the USalmost 4 weeks ago ςin due time as the 
serious illness/death rate had been far higher than in 
Europe, and the no. of hospitalised rose to a very 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 isverylikelyon the way 
down, equalling 18 per mill, vs 100+ in the UK, and 
almost 250 in the US)
» It seems very unlikely that the Norwegian health system will run 

into any sort of capacity problems, even after the lifting of all 
restrictions last Saturday
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Most countries are reporting fewer Covidcases
The only risk now: A vaccine resistant virus variant

Covid-19
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Just some few countries are reporting more cases

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

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

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
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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 22%

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

ÅAirline traffic drops some 10% from the peak summer season until the end of the year. Thus, a flattish development 
ŘǳǊƛƴƎ ǘƘƛǎ ŀǳǘǳƳƴ ƛƳǇƭƛŜǎ ŀ мΦт҈ ΨǊŜŎƻǾŜǊȅΩ ǇŜǊ ƳƻƴǘƘ

Global economy
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Growth correlations are normally strong but the mechanics are idiosyncratic

So far, the Chinese direct contributions to gobal GDP volatilty has been rather limited

Å/Ƙƛƴŀ Ƙŀǎ ŀƭƭ ƛƴ ŀƭƭ ōŜŜƴ ŀ ΨǎǘŀōƭŜ ŦŀŎǘƻǊΩ ƛƴ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅΣ ƛŦ /ƘƛƴŜǎŜ D5t Řŀǘŀ ŀǊŜ ǘƻ ōŜ ōŜƭƛŜǾŜŘ ςbut the contributionto changesin world GDP
was significant during the Financial Crisis, both down and up

Å China now (2019, before the pandemic) contributes by 1% to an overall growth in GDP of almost 3% - thus 1/3rd!
» The US typically contributes with less than 15%, and EMU by half of that! 

» Ψ!ƭƭ ƻǘƘŜǊǎΩ ŀǊŜ ǳǎǳŀƭƭȅ ƳǳŎƘ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ

ÅWith 17% share of global GDP (PPP adjusted) a substantial GDP growth slowdown in China, will mechanically have a strong impact on global growth 
figures, and even more on specific markets where China is a large importer

Å (Several slides on investments/credit in China here)

The pandemic years are not included in these charts

China
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PMI probably further down in September, to below par

We estimatea 0.5 ς1 p decline to approx. 52, to slightly below an average level, the EMU to blame

ÅThe global PMIhas peaked, so has very likely global growth. The September PMI signals less than 3% GDP growth 
» The uncertainty in the estimate is larger than normal due to divergences between countries that have reported preliminary PMIs so far, and the steep decline in China last 

month ςwith a wide possible outcome in September

ÅThe US PMIfell slightly but not much more than expected, while the EMU surveysurprised sharply on the downside, with an almost 3 p decline. 
The UK indexfell as well. Japan is still weak, but recovered, and the Australian PMIrose sharply, following the Delta drop in August

ÅDelivery times rose even faster in the US, but slowed in Europe. Input & output prices are still increasing at a rapid pace but in sum down from the 
peak 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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Delivery times still very high 

Prices are rising at a rapid pace but a tad slower in August than in July

ÅThe global delivery timesPMI sub-index(changes in delivery times vs the previous month) has probably peaked ςat a 
record high level (it was probably close to stable in September). It does not imply delivery times are declining, at least not 
if companies give an honest answer when asked if delivery times are increasing or decreasing (but the delivery index is 
below 50 too infrequently, we suspect companies rather do answer whether delivery times are short or long)

ÅThe global manufacturing output price indexprobably declined in September, and the peak may have been in June. The 
level is still very high (just marginally down from ATH in June) ςand companiesare still reporting very rapid price increases

Global PMI
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Do not forget what drives the momentum in expectedearnings

LǘΩǎ ǘƘŜ ƳƻƳŜƴǘǳƳ ƛƴ ǘƘŜ ŜŎƻƴƻƳȅ today!

Markets
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Both services and manufacturing slowed in September

Delta outbreak likely explains part of the fall in the services PMI

ÅThe composite PMI fell 1 p to 54.5; 0.5 p below expectations ςand now signals just 2.5% GDP growth,

» The manufacturing index fell by 0.6 p to 60.5, expected down 0.1 p 61.0. The level is of course still a veryhigh level

» The services PMI fell by 0.7 p to 54.4, expected down 0.1 to 54.9. 4 months ago the index was above 70, the highest ever, by far. The level isslightly 
below average

ÅThe Delta outbreak may explain the continued slowdown in services ςbut slower growth is reasonable when activity has recovered 
substantially. Lack of labour is also hampering growth 

ÅPricesare still soaring ςand cost inflation was the 2nd highest since the composite index was introduced in 2009

USA PMI
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EMU PMI weaker on supply chain constraints, weaker demand & virus concerns

PMI still signalling growth above trend

ÅThe composite PMI fell 2.9 p to56.1 (expected 58.5), which signals a 2.5% pace of growth in GDP (or 0.6 % per quarter)

» The composite index fell in Germanyand France. The average of Spain & Italy (and very likely both countries) was also down ςbut 
the PMI for these latter countries are still at impressive levels

» The manufacturing PMIfell 2.9 p to 56.3, expected down 0.9 p to 59.0

» The service sector PMIfell 2.7 p to 56.3, expected down 0.5 p to 58.5

EMU PMI



Å The FOMC left the target rateunchanged at 0-0.25%. No change on the 
QE volumeeither for the time being, USD 120 bn per month in Treasury 
bonds (80 bn) and mortgage bonds (40 bn) ςand decision was unanimous 

ÅIƻǿŜǾŜǊΣ ΨǘƘŜ ŎƻƳƳƛǘǘŜŜ ƧǳŘƎŜǎ ǘƘŀǘ ŀ ƳƻŘŜǊŀǘƛƻƴ ƛƴ ǘƘŜ ǇŀŎŜ ƻŦ ŀǎǎŜǘ 
ǇǳǊŎƘŀǎŜǎ Ƴŀȅ ǎƻƻƴ ōŜ ǿŀǊǊŀƴǘŜŘΩΣ ŀƴŘ ǘƘŀǘ ǘŀǇŜǊƛƴƎ ǿƻǳƭŘ ŎƻƴŎƭǳŘŜ ŀǘ 
the middle of 2022

Å The FOMC once more gradually changed its descriptions of the economy:
ΨThe sectors most adversely affected by the pandemic have improved in 
recent months, but the rise in COVID-19 cases has slowed their 
ǊŜŎƻǾŜǊȅΩΧΩ¢ƘŜ ǇŀǘƘ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅ ŎƻƴǘƛƴǳŜǎ ǘƻ ŘŜǇŜƴŘ ƻƴ ǘƘŜ ŎƻǳǊǎŜ 
of the virus. Progress on vaccinations will likely continue to reduce the 
effects of the public health crisis on the economy, but risks to the 
ŜŎƻƴƻƳƛŎ ƻǳǘƭƻƻƪ ǊŜƳŀƛƴΩ, is the current wording. Six weeks ago, the 
FOMC said the sectors most adversely affected by the pandemic have 
shown improvement but have not fully recovered 

Å The FOMC members lifted their inflation ŦΩŎŀǎǘsubstantially, and the 
ŜȄǇŜŎǘŜŘ ǘǊŀƧŜŎǘƻǊȅ ƛǎ ƴƻǿ ǿŜƭƭ ŀōƻǾŜ CŜŘΩǎ н҈-over-time-target. GDP 
growth was revised marginally down. The unemploymentestimate was 
lifted by 0.3 pp for Q4-22, but left unchfor 22 and 23 (down to 3.5%)

Å The average/median dot-plot interest rate path was lifted by 0.2 ς0.4, 
more than Norges Bank revised its path. Two members shifted the timing 
ŦƻǊ ǘƘŜ ŦƛǊǎǘ ƘƛƪŜ ǘƻ нлнн ŦǊƻƳ ΨноΣ ŀƴŘ ф ƻŦ му ƳŜƳōŜǊǎ ŦŀǾƻǳǊǎ ƴŜȄǘ ȅŜŀǊ

Å Chairman Powell tried his best to convince the market that tapering and 
ƘƛƪƛƴƎ ǊŀǘŜǎ ŀǊŜ ŎƻƳǇƭŜǘŜƭȅ ŘŜŎƻǳǇƭŜŘΣ ōǳǘ ǘƘŜȅ ŎŀƴΩǘ ōŜΧ !ŎŎƻǊŘƛƴƎ ǘƻ 
the dot-ǇƭƻǘΣ ƘŀƭŦ ƻŦ ǘƘŜ ƳŜƳōŜǊǎ ǎŜŜǎ ŀ ƘƛƪŜ ƛƴ ΩннΣ ŀƴŘ ǘƘƻǳƎƘ tƻǿŜƭƭ 
still claims inflation is transitory, the tone and projections suggest that the 
FOMC is in fact more worried about inflation

Å Market reactions: Interest rates rose 7 -13 bps, all over the curve. Real 
ǊŀǘŜǎ ŘƛŘ ǘƘŜ ΨƘŜŀǾȅΩ ƭƛŦǘƛƴƎ

20

Fed very likely to announce tapering in Nov -рлκрл ǎǇƭƛǘ ƻƴ ǊŀǘŜ ƘƛƪŜ ƛƴ Ψнн

Χ ǘƘŜ .ŀƴƪ ŀǊƎǳŜǎ ŀ ǊŀǘŜ ƭƛŦǘ-ƻŦŦ ƛǎ ŘŜŎƻǳǇƭŜŘ ŦǊƻƳ ǘŀǇŜǊƛƴƎΣ ōǳǘ ƛǎ ƛǘ ǘƘƻǳƎƘΧΚ

USA
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The market is fully pricing in the first hike in Q4-22 

The whole curve shifted upwards after the FOMC meeting

ÅAt the short end of the curve, Fed Funds future rate climbed 7 ς13 bps. A 
first hike is once more priced in by the end of next year

ÅThe 10 y gov bondrose by 10 bps to 1.47, the highest level since late June, 
well up from the July bottom at 1.19% - but still well below the March 
local peak at 1.73%

» Real rates rose further, by 9 bps to -0.87%

USA
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So low rates do have an impact? Household credit growth is accelerating rapidly

The debt/income ratio is growing again, though from far below the pre-financial crisis level 

ÅHouseholds have reduced their debt burden in an unprecedented way past 12 years ςuntil Q1 last year
ÅFrom Q2-20, growth in household debt has outpaced income growth (adjusted for the income impact of the pandemic)
ÅIn Q2-21, debt grew at a 8.1% pace, the highest since 2007. In the years before the financial crisis, debt grew by some 12% per 

year over several years (2003 ς2006). Debt/income ratio rose from a level equal to the current level, 100%, to 135% of 
disposable income. 
» The more than a decade long consolidation period from 2007 was the toughest ever, in US history. And it almost killed the economy, when credit 

demand (and supply) collapsed in 2008
» Now, the deb/income ratio is at decent level ςno reason to worry. ( Norwegian households entertain more debt to income ratio that is twice as high)

ÅThe debt/income debt service ratio is record low, due to the low mortgage rate

USA
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Corporate debt growth has slowed, following the Q1-20 hike 

However, the debt level is high ςbut so is the level of liquid assets too J

ÅCorporate debt rose by just 1.1% (annualised) in Q2, down from 4% in Q1. Measured y/y, debt is up by 0.6%, the lowest rate 
since the financial crisis. However, debt rose sharply in Q2 last year, as companies secured funding, and slashed investments
costs. The average growth rate over the past 2 years is 6.3%, slightly above trend growth in per cent of GDP. Thus, the corp
GDP/debt ratio is just marginally above the long term increase in this debt ratio. Barring the super-high borrowing last spring,
this ratio is at a record high level

ÅOn the other hand, companies have also increased their liquid assets sharply since before the pandemic, to the highest level 
ever

ÅIn sum: Companies still have some capacity to further lift their investments ςeven if the profit cycle has turned south

USA
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On the road again: NoBa lifted the signal rate ςand the interest rate path (again)

The hike was given. The rate path implies 1.5% in reached in Q2/Q3 2023, 1y earlier than in June MPR

ÅKey policy rate was hiked by 25 bps, which was 
extremely well communicated in advance

ÅPolicy rate pathrevised upwards by up to 19 bps by the 
end of 2023/early 2023

» By luck and coincidence we forecasted an 18 bp lift for 
that period ςand our suggested path was close to 
ƛŘŜƴǘƛŎŀƭ ǘƻ bƻ.ŀΩǎΣ ōŀǊǊƛƴƎ ŀ с Ǉ ŘƛǾŜǊƎŜƴŎŜ ƛƴ ƭŀǘŜ нлнп 
όbƻ.ŀΩǎ ŎǳǊǾŜ ŦƭŀǘǘŜƴŜŘ ŦŀǎǘŜǊ ǘƘŀƴ ǿŜ ŀǎǎǳƳŜŘύ

» !ŎŎƻǊŘƛƴƎ ǘƻ ŎƻƳƳŜƴǘǎ ŦǊƻƳ DƻǾŜǊƴƻǊ hƭǎŜƴΣ ŀƴŘ ǘƘŜ ōŀƴƪΩǎ 
rate path, the next step will be taken in December, then in 
March and in June ςand one more in Q4-22, plus 1 ς2 hikes 
during 2023

» The key policy rate will be back at 1.5% in Q2 (most likely) or 
Q3 2023, one year earlier than assumed in the June path

» The end point was revised up by 12 bps to 1.68%

ÅbƻǊƎŜǎ .ŀƴƪΩǎ ǊŀǘŜ ǇŀǘƘ ǿŀǎ ǳǇ ǘƻ 24 bps above the 
FRA market ratesahead of the meeting but markets did 
not respond the bƻ.ŀΩǎmessage ςas most had 
expected an upward revision and market rate have 
climbed rapidly recent weeks
» We deem the risk to be on the upside vs. FRA rates the 

coming weeks

ÅTheNOK immediately gained 0.3%, but half of the gain 
ǿŀǎ ǉǳƛŎƪƭȅ ǊŜǾŜǊǎŜŘ ŀƴŘ bƻ.ŀΩǎ ŀŎǘƛƻƴǎ ǘǳǊƴŜŘ ƻǳǘ ǘƻ 
be a non-event. Anyway, NOK rates are not important at 
all vs. the NOK exchange rate

Beforemeeting

Norway

Interest rate paths FRA

Change SB1M Fair FRA *) pre NoBa

Path 2-21 Path 3-21 bps f'cast @IMM, NB meet -FRA

Q3 21 0.02 0.02 0 0.02

Q4 21 0.28 0.28 0 0.28 0.83 0.76    6

Q1 22 0.57 0.57 0 0.57 1.05 0.99    6

Q2 22 0.78 0.78 0 0.80 1.25 1.17    8

Q3 22 0.96 0.98 2 0.99 1.40 1.32    8

Q4 22 1.07 1.12 5 1.15 1.53 1.43    10

Q1 23 1.15 1.25 10 1.25 1.64 1.53    12

Q2 23 1.22 1.36 14 1.35 1.74 1.60    15

Q3 23 1.28 1.46 18 1.42 1.82 1.65    17

Q4 23 1.34 1.53 19 1.50 1.88 1.67    22

Q1 24 1.40 1.59 19 1.58 1.92 1.71    22

Q2 24 1.46 1.63 17 1.64 1.96 1.72    24

Q3 24 1.51 1.66 15 1.69 1.98

Q4 24 1.56 1.68 12 1.74 2.00

*) Assuming a 30 bps NIBOR spread from Q3-21

Q4 FRAs adjusted for liquidity prem
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The new rate path well above market FRA rates

bƻ ǇŀƴƛŎ ƛƴ ǘƘŜ Cw! ƳŀǊƪŜǘ ŦƻƭƭƻǿƛƴƎ bƻ.ŀΩǎ ƘŀǿƪƛǎƘ ƳŜǎǎŀƎŜΣ ǊŀǘŜǎ ǿŜǊŜ ǳƴŎƘŀƴƎŜŘ

ÅFRA rates have climbed rapidly since mid July, and are at the highest level in this cycle

ÅThe market is now fully discounting NoBaa hike in December, a March by 80%, and a June hike by 50%, if rates are hiked in 

both December and March

ÅThe FRA-curve is some 7 bps below the NoBa path on average in 2022, and 13 bps in 2023, and 21 bps in 2024

» The longer NOK FRAs are of course gradually more influenced by the low rates aboard

Norway
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And then the LFS unemployment rate also fell ςas empl. soars, +1.6% vs pre-p

Unemployment down to 4.2% from 4.8%. And even more impressive, the participation rate is surging!

Å According the LFS, employment rose by 20Ω ǇŜǊǎƻƴǎ ƳκƳ ƛƴ Wǳƭȅ όWǳƴŜ-Aug avg), or by 0.7%, following the 0.5% lift the previous month! The employment 
level in July is 1.6% above the pre-pandemic level.¢ƘŜ ƳƻƴǘƘƭȅ ǇŀȅǊƻƭƭ ǎǘŀǘǎ ƛǎ ŎƻƴŦƛǊƳŜŘΣ ΨƴŀǘƛƻƴŀƭΩ ŜƳǇƭƻȅŜŜǎ ŀǊŜ ǳǇ лΦу҈Σ ŦƻƭƭƻǿƛƴƎ ŀ лΦм҈ ƭƛŦǘ ƛƴ !ǳƎΦ ¢ƘŜ 
total no. of employees is still 0.1% below the pre-pandemic level, due to a decline in foreigners on short term stay

Å The employment ratehas shot up recent months, and it is now above the pre-pandemic level!

Å The labour force participation rate has climbed even faster, and it is now 0.7 pp higher than before the pandemic ςand the highest since 2011! This is 
incredible (even if population growth has slowed substantially)

Å LFS unemploymentΨŎƻƭƭŀǇǎŜŘΩ ōȅ муΩΣ Řƻǿƴ ǘƻ пΦн҈ ŦǊƻƳ пΦу҈Σ ǿŜ ŜȄǇŜŎǘŜŘ пΦс҈ όŀŦǘŜǊ ōŜƛƴƎ ŘƛǎŀǇǇƻƛƴǘŜŘ ŀ ŎƻǳǇƭŜ ƻŦ ƳƻƴǘƘǎύΦ ¢ƘŜ ǊŀǘŜ ƛǎ ǎǘƛƭƭ0.7 pp 
above the pre-pandemic level ςbut just because the participation rate surged!The decline in the NAV unemployment rate is confirmed!

Norway
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The participation rate is surging to far above the pre-pandemic level

Is lack of foreign labourenhancing the opportunities for marginal national groups??

ÅThe surge in participation & employment rates is rather incredible, especially the lift in the participation rate to far above the pre-pandemic level

Å¢ƘŜ ƴƻΦ ƻŦ ŦƻǊŜƛƎƴŜǊǎ ƻƴ ǎƘƻǊǘ ǘŜǊƳ ǎǘŀȅ ƛƴ bƻǊǿŀȅ Ƙŀǎ ŦŀƭƭŜƴ ōȅ ŀƭƳƻǎǘ мκо ƻǊ нрΩ ǇŜǊǎƻƴǎ Ǿǎ ǘƘŜ ǇǊŜ-pandemic level, equalling 0.6% of the working 
age population. If nationals (Norwegians or foreigners on permanent stay) have filled all of these positions, both the LFS participation & the 
ŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǿƻǳƭŘ ƘŀǾŜ ƛƴŎǊŜŀǎŜŘ ōȅ ŀƴ Ŝǉǳŀƭ ŀƳƻǳƴǘΦ !ǘ ƭŜŀǎǘ ǎƻƳŜ ƻŦ ǘƘŜ ƛƴŎǊŜŀǎŜ ƛƴ ƴŀǘƛƻƴŀƭǎΩ ŜƳǇƭƻȅƳŜƴǘ Ƴǳǎǘ ōŜ ŘǳŜ ǘo this effect

Å If so, will these new national entrants remain in the labour market and keep their job when borders are fully opened up? We think they have a 
decent chance

» We are not sure if foreign workers will return as labour markets are tight everywhere now

» The Norwegian labour market Is now very tight (see more next page)

» Those who have acquired a job now, will have qualified themselves 

Norway



This survey covers all sort of businesses, 
not just aŀƴǇƻǿŜǊΩǎclients 28

Manpower survey: The fastest employment growth, ever

Χ ŜȄǇŜŎǘŜŘ ǘƘŜ ŎƻƳƛƴƎ о ƳƻƴǘƘǎ

ÅAt least, the companies have very aggressive hiring plans

» US in the lead, followed by Indaand Canada. Norway high up in the list

Å Just 10 of 42 countries are reporting slower growth in employment than normal, 8 countries 
have less upbeat plans than before the pandemic ςand 14 are reporting record high hiring plans 
(most among those at the top of the list)

ÅThis survey confirms other labour market data points: Unemployment is lower than normal 
almost everywhere, the no. of unfilled vacancies are record high in most countries

Global economy



ÅRussia, Brazil, Mexico, Turkey, Argentina, Singapore and 
Chile, Peru and Hungary, to name the most prominent 
of the early lifters

29

Some 25 countries have lifted their signal rates, of which 23 in EMs

Just South Korea and Norway have joined the party from the DM side

Covid-19



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ30

More negative surprises ςEMU (PMIs) contributed the most last week

And US surprised less on the negative side

Global economy

ÅThe USsurprise has fallen further below average, but have recovered past 2 weeks

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

ÅNorwayhas surprised sharply on the downside recent weeks, so has the UK
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China: The growth model & constructioncollapserisk. And the rest of the world

China has becomeless dependent on investmentsbut still more than most other countries

ÅGrowth wise, China has not been driven by rapid growth in investments since 2013, like it had been during the previous 
years
» Still, over the past 5 years (in average), almost 40% of growth in GDP is due to growth in investments, though down from almost 60% in 

2013, after the take off in investments in 2008/2009, when China saved itself (and the world economy) by a huge lift in domestic
investments 

China



*) WenChen et al: A ForensicExamination: of/ƘƛƴŀΩǎNational Accounts, Brookings, 2019 33

The investment/GDP ratio is trending down but is still very high, above40%

Just few countrieshave investedmore than 35% of GDP for more than a shortperiod

ÅSuch a high investment level is no doubt a warning sign, the risk of overbuilding must be substantial. In several 
countries, periods with high investments, have been followed substantial setbacks (if investments contracts rapidly, like 
Thailand and South Korea) or a prolonged period of slow growth if the investment level declines over time (Japan)

ÅHowever, some researchers question Chinese investment data. They are aggregated from local governments, and these 
regional data do not seem reasonable. A calculation *) indicates that the investment level is far lower than stated in the 
national accounts (and that GDP growth has been slower than official figures tell).

China
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The correlation betweenconstructioncyclesand GDP has not beenthat close

At leastif officialdata are to be believed

ÅThe Financial crisis downturn did not start in the construction sector ςbut the recovery happened in tandem

ÅThe slowdown from 2011 was also pretty closely correlated

ÅOther cycles have not been that close

ÅA large dropin construction will very likely have a substantial impact on total GDP growth in China

China
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Construction starts has (luckily) fallen 15% sinceearly2021 but level still not low

Should9ǾŜǊƎǊŀƴŘŜΩǎproblems slow/stop financingfor other builders, a substantialdownsiderisk

Å.. And shoulddemandand pricesdeclinesubstantially, onemore worry

ÅHowever, the world (ex iron ore producers) have livedwell during the 15% declinein constructionstarts. Another15% 
wouldprobablynot be anybigdealeier

China
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A final nail in the coffin: A very highςand still rising ςChinesedebt/ incomeratio

Or a possiblenail: The debt levelis highςand extremelyhighto be a middleincomecountry

ÅChina still has interest rates than canbe cut meaningfullyςand given the highdebt level, that wouldreducethe debt
service ratio substantially

China
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Limits to growth? Well not yet, mechanically

Institutions will decide, as always. Is the new (Xi) model suited for long term growth? We doubt it

ÅChina has slowed but is still on the 
rise, from a low level (25% of the US 
GDP per capita level)

ÅThe investment-driven economies 
in Asia (+ Germany) reached 75% ς
80% of the US GDP level per person 
before flattening out (growth 
became more complicated?)

ÅIf institutions are bad? It may go 
ǿǊƻƴƎΣ ΨŦŀǊ ǘƻƻ ŜŀǊƭȅΩ ό¢ƘŜ ƳƛŘŘƭŜ 
income trap)
» Russia has crashed

» Brazil has crashed

ÅAre the Chinese institutions now, as 
ǎƘŀǇŜŘ ōȅ ǇǊŜǎƛŘŜƴǘ ·ƛΩǎ ŀǳǘƻŎǊŀǘƛŎ 
(or worse) leadership, well suited in 
a competitive world? Time will 
show, we doubt as a monolithic 
decision making system seldom 
works well over time
» 5ŜƴƎ ·ƛŀƻǇƛƴƎΩǎ ƳƻǊŜ ŘŜŎŜƴǘǊŀƭƛȊŜŘ 
ΨŎŀǇƛǘŀƭƛǎƳΩ όŦǊƻƳ мфтуύ ǿƻǊƪŜŘ ǾŜǊȅ 
well, lifting China out of poverty

China
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Growth correlations are normally strong but the mechanics are idiosyncratic

So far, the Chinese direct contributions to gobal GDP volatilty has been rather limited

Å/Ƙƛƴŀ Ƙŀǎ ŀƭƭ ƛƴ ŀƭƭ ōŜŜƴ ŀ ΨǎǘŀōƭŜ ŦŀŎǘƻǊΩ ƛƴ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅΣ ƛŦ /ƘƛƴŜǎŜ D5t Řŀǘŀ ŀǊŜ ǘƻ ōŜ ōŜƭƛŜǾŜŘ ςbut the contributionto 
changes in world GDP was significant during the Financial Crisis, both down and up

ÅChina now (2019, before the pandemic) contributes by 1% to an overall growth in GDP of almost 3% - thus 1/3rd!
» The US typically contributes with less than 15%, and EMU by half of that! 

» Ψ!ƭƭ ƻǘƘŜǊǎΩ ŀǊŜ ǳǎǳŀƭƭȅ ƳǳŎƘ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ

ÅWith 17% share of global GDP (PPP adjusted) a substantial GDP growth slowdown in China, will mechanically have a strong 
impact on global growth figures, and even more on specific markets where China is a large importer

The pandemic years are not included in these charts

China



39

PMI probably further down in September, to below par

We estimatea 0.5 ς1 p decline to approx. 52, to slightly below an average level, the EMU to blame

ÅThe global PMIhas peaked, so has very likely global growth. The September PMI signals less than 3% GDP growth 
» The uncertainty in the estimate is larger than normal due to divergences between countries that have reported preliminary PMIs so far, and the steep decline in China last 

month ςwith a wide possible outcome in September

ÅThe US PMIfell slightly but not much more than expected, while the EMU surveysurprised sharply on the downside, with an almost 3 p decline. 
The UK indexfell as well. Japan is still weak, but recovered, and the Australian PMIrose sharply, following the Delta drop in August

ÅDelivery times rose even faster in the US, but slowed in Europe. Input & output prices are still increasing at a rapid pace but in sum down from the 
peak 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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Both manufacturing and services probably down in September

Global PMI

ÅWe estimate a 1 p decline in the manufacturing PMIand 
a 0.6 p  drop in services PMI

ÅThe slowdown in the manufacturing PMI was broad

ÅServices in the EMU fell sharply 



41

Delivery times still very high 

Prices are rising at a rapid pace but a tad slower in August than in July

ÅThe global delivery timesPMI sub-index(changes in delivery times vs the previous month) has probably peaked ςat a 
record high level (it was probably close to stable in September). It does not imply delivery times are declining, at least not 
if companies give an honest answer when asked if delivery times are increasing or decreasing (but the delivery index is 
below 50 too infrequently, we suspect companies rather do answer whether delivery times are short or long)

ÅThe global manufacturing output price indexprobably declined in September, and the peak may have been in June. The 
level is still very high (just marginally down from ATH in June) ςand companiesare still reporting very rapid price increases

Global PMI



The last services PMI priced based on preliminary 
PMIs from EMU, Japan, UK, and the US

42

The global PMI price index has probably peaked ςbut remains at high level

Output prices are slowing the manufacturing sector butinput prices in services still growing faster

ÅSure, companies world wide are reporting price increases far above 
normal level, and actual inflation prints will remain elevated for 
months (at least annual growth rates)

Global PMI - Inflation
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Both services and manufacturing slowed in September

Delta outbreak likely explains part of the fall in the services PMI

ÅThe composite PMI fell 1 p to 54.5; 0.5 p below expectations ςand now signals just 2.5% GDP growth,

» The manufacturing index fell by 0.6 p to 60.5, expected down 0.1 p 61.0. The level is of course still a veryhigh level

» The services PMI fell by 0.7 p to 54.4, expected down 0.1 to 54.9. 4 months ago the index was above 70, the highest ever, by far. The level isslightly 
below average

ÅThe Delta outbreak may explain the continued slowdown in services ςbut slower growth is reasonable when activity has recovered 
substantially. Lack of labour is also hampering growth 

ÅPricesare still soaring ςand cost inflation was the 2nd highest since the composite index was introduced in 2009

USA PMI
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Manufacturing orders still strong ςand employment growth slightly up in Sept.

No employment growth in Services in Sept, in line with what other reports are telling us

ÅWe believe that the rise in the spread of the Delta variant as well as a lack of supply of labour are the reasons forthe 
downturn in the services employment index. Employment growth in the manufacturing sector was stronger in 
September

USA PMI
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Mixed among manufacturing surveys: In sum up in September

Kansas Fed, Markit PMI down but both Phil & NY Fed sharply up

USA
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EMU PMI weaker on supply chain constraints, weaker demand & virus concerns

PMI still signalling growth above trend

ÅThe composite PMI fell 2.9 p to56.1 (expected 58.5), which signals a 2.5% pace of growth in GDP (or 0.6 % per quarter)

» The composite index fell in Germanyand France. The average of Spain & Italy (and very likely both countries) was also down ςbut 
the PMI for these latter countries are still at impressive levels

» The manufacturing PMIfell 2.9 p to 56.3, expected down 0.9 p to 59.0

» The service sector PMIfell 2.7 p to 56.3, expected down 0.5 p to 58.5

EMU PMI
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PMIs down everywhere, both in manufacturing & services

Still, growth above trend is reported everywhere

ÅThe service sector PMIfell 2.7 p to 56.3

ÅThe manufacturing PMIfell 2.9 p to 56.3, expected 59.0

ÅAll indices are above average, signalling growth above 
trend

EMU PMI
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Germany: PMI dropped sharply in September ςlevel is still decent

The composite PMI was down 4.7p to 55.3, expected at 59.2

ÅThe prelim. manufacturing PMIdecreased by 4.1 p to 55.3, expected down 1.1 p to 61.5. The auto sector is very likely 
to blame, while supplyconstraints are still restricting growth, and price pressures are weighing on sentiment

ÅThe service sector PMIwas down 4.8 p to 56, expected at 60.2

ÅThe composite PMI no signals around 2.5% GDP growth, which is more or less at the German trend

EMU PMI












































































































































