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The (short) virus story
ÅThe virus is on the retreat most places but more countries reported an increase last week. The number of hospitalised patients in the rich part of 

the world is falling rapidly, and the level is low (except some few pockets)

Å In the West, mobility is back to normal (Europe) or on the way up (US), and it has recovered in most of Asia. Airline trafficdid not rise further last 
week, but it gradually narrowing the gap to the pre-pandemic level

The economy, part I
ÅGlobal PMI/ISM

» The global composite PMI recovered 0.6 p of the 6 p loss the previous months, and at 53.0 in September the index signals growth slightly 
above trend. The outcome was far better than preliminary data from rich countries indicated. Emerging Market PMIs rose significantly, and not 
just due to the lift in the Chinese PMIs. Here, the service sector reported normal growth again, following the setback in August, when the fight 
against the virus slowed the economy substantially. Just some very few countries reported a contraction in Sept. Delivery times are still high 
but are not rising faster. The same goes for input/output prices, and peak inflation may be near, albeit at a very high level in many countries. 
In the US, the services ISM survey kept up at 60+ level, better than expected. Swedenis even better, at the top of the PMI league.

ÅUSA
» The real story from the labour market report was not the below consensus growth in non-ŦŀǊƳ ǇŀȅǊƻƭƭǎ όмфпΩ ǾǎΦ рллΩΣ Ƴƻǎǘƭȅ ŘǳŜ ǘƻ ǎƭƻǿ 

school starts, covid-19 related ςŀƴŘ ǘƘŜ ƘƻǳǎŜƘƻƭŘ ǎǳǊǾŜȅ ǊŜǇƻǊǘŜŘ ŘŜŎŜƴǘ рллΩ ƎǊƻǿǘƘ ƛƴ ŜƳǇƭƻȅƳŜƴǘύ ōǳǘ 
- the decline in the already low participation rate (expected up)
- the 0.4 pp decline in the unemployment rateto 4.8% (expected down to 5.1% - and the Fed 3 weeks ago expected the 4.8% level to be reached 

in Dec
- the 0.6% gain in wagesvs. expected 0.4%
- the small business survey reporting another ATH in the share of companies not being able to fill their vacancies, their hiring plansare very 

ambitious, and the share of companies that have hiked or plan to hike wagessurged to another ATH and thus there are
- NO tracesof the almost 8 mill workers that lost their temporary extra unemployment benefitsin early Sept 

» So what will the Fed say? A formal tapering decision before Christmas seems to be a done deal. It just requires that the employment is 
sufficiently on the way towards max employment. The inflation target more than met already. In order to start hiking rates, the Fed must 
conclude the maximum employment target is met. The Bank can still tread the water, blame the virus, and say that employment is still too low, 
which no doubt is correct. The virusmayof coursebe the main reason for the still low employment & participation rates. However, for each
month without any signs of higher participation/less mismatch it isbecomingmore likelythat we havea  supply side problem, not a demand 
shortfall. ¢ƘŜ CŜŘ ŎŀƴΩǘ Řƻ ƳǳŎƘ ǘƻ ŦƛȄ ǘƘŜ former, and at one stage, the Bank may have to acknowledge this. Bond yields rose further at Friday, 
and the stock market fell, at least after market participants had reflected over this labour market report

Last week



ÅGlobal auto sales
» Sales very likely fell sharply in September too, and no doubt due to lack of components, and not because final demand is weak. China has not 

reported final data but US, EMU, UK, Japan and several Emerging Market countries reported decline in sales/registrations.  Salesare down 
25% vs the 2019 level! China (probably) the least, Europe the most, 30 ς40% down.  Just one country is reporting top notch sales, Norway. We 
do really not understand how it is possible. The only explanation is that factories earn higher margins here than anywhere else?

» The global auto industry report the weakest PMI among all industries, and the German auto industryhas cut production by almost 60%

ÅEMU
» Retail sales rose 0.3% in August, expected flat, and the level is close to the pre-pandemic trend. Not that impressive, given that services are 

still well below

» Manufacturing productionprobably fell more than 1.5% in August, as Germany surprised sharply by a close to 5% m/m decline! The auto 
industry is mostly to blame but other industries are now feeling the impact of the 60% decline in production

ÅSweden
» GDP fell 3.8% in August, following the incredible strong prints in June and even more in July ςbut the level was still 1.6% down vsQ4-19. The 

decline was broad, the most in hotels and restaurants (which still are up 8% vs. Q4-19!), and construction (down 8%). We expect Q3 GDP to 
climb almost at the same pace as in Q2, 3.6%

ÅNorway
» ΨaŀƛƴƭŀƴŘΩ D5t rose 1.1% in August (NoBaexpected 1.0%, consensus 0.9%, we 0.6%), but 0.8 pp was due to a 46% surge in fisheries as the 

mackerel catchwas much larger than usual in August. Services grew further, now especially in business services (contributing 0.4 pp). 
Constructing activity fell due to a decline in housing investments. However both Mainland business and oil companies increased their 
investments. Consumption of goods fell but consumption of services rose more. In sum, a weaker report than expected

» Manufacturing production was unchanged in August but has been trending down since the spring, with oil related industries on the downside

» House prices rose by 0.2% in September, we expected flat. Prices in Oslo continued upwards but prices fell in the close surroundings. The 
inventory of unsold homes fell sharply to the lowest level ever, and the market balance signals a 0.75 ς1% monthly growth rate.However, 
rates are on the way up, which probably keeps the prices in check

» The NHO Q3survey reports the highest growth and the best outlook in a decade. Employment plans are far better than anytime before 

Last week: The economy, part II



ÅChina
» Credit, inflation & foreign trade data during this week & and the fullSept/Q3 real economy package 

early Monday morning. Growth has been slowing but Sept data could bring some relief, as the virus 
retreated. Services were reporting normal growth again, and the manuf. PMIs stabilised. Focus would 
still be at credit and housing data, which may have deteriorated further. Q3 GDPgrowth is expected 
just at 0.4% q/q, a 1.6% annualised pace

ÅUSA 
» The Jolts (job openings, vacancies)ǊŜǇƻǊǘ ƛǎ ǘƘŜ Ƴƻǎǘ ŜȄƛǘƛƴƎ ǘƻƎŜǘƘŜǊ ǿƛǘƘ !ǘƭŀƴǘŀ CŜŘΩǎ median wage

growth data. Vacancies are expected unchin August, at a record high level

» Retail salesǿƛƭƭ ŘŜŎƭƛƴŜ ŘǳŜ ǘƻ ǘƘŜ ǎƘŀǊǇ ǊŜŘǳŎǘƛƻƴ ƛƴ ŀǳǘƻ ǎŀƭŜǎ ōǳǘ ǘƘŜ ΨŎƻǊŜΩ ƛǎ ŜȄǇŜŎǘŜŘ ŦǳǊǘƘŜǊ ǳǇΣ 
though mostly due to higher prices, we assume

ÅEMU
» Industrial production probably fell more than 1.5% in August, even if orders & surveys are strong. 

Blame the lack of supplies which is creating problems also outside the auto sector

ÅUK
» Wage inflation is high y/y but monthly increases have slowed. Still numerous reports signal serious 

labour shortages, and rapid wage growth in many sectors. The official vacancy rate is record high, by 
far. Unemploymentis heading down

ÅSweden
» Inflation is expected to turn rapidly north in September but the core rates is assumed to stay well 

below the 2% target

ÅNorway
» The outgoing government publishes its last budget Tuesday morning. We expect the non oil structural 

deficit to decline from the 12.0% of Mainland GDP level in 2021 (vs. 12.4% in the May Revised 2021 
budget) to 10.2 % of GDP in 2022, equalling 3% of the estimated value of the Oil Fund by end of 2021. 
If so, the budget is formally back on track but given lofty global asset valuations, the transfer from the 
Fund should have been well below as the economy recovers to above a normal activity level in 2022. 
As a x-check, the non-oil structural deficit was NOK 244 bn (7.6 of GDP in the 2020 budget, before the 
virus hit. Now it may be close to NOK 350 bn, and the underlying budget stance has been weakened 
through the pandemic. We hope we are dead wrong JAnyway, the overall central gov. budget will be 
in plus, as oil and gas revenues will be more than decent 

» The new ΨǊŜŘκƎǊŜŜƴΩ government, which will take seat at Friday, will after some weeks present its 
changes to the Parliament

» In the CPI reportthis morning, the headline rate will shoot up due to the large increase in energy 
prices, we expect to above 4% in Sept. The core was at 1.0% in Aug. We expect 1.2% now 5

The Calendar: A full China check; US labour market, retail sales; Norwegian CPI & budget

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

Time Count. Indicator Period Forecast Prior

Monday Oct 11

08:00NO CPI YoY Sep 3.9% (4.4) 3.4%

08:00NO CPI Underlying YoY Sep 1.3%(1.2) 1.0%

Tuesday Oct 12

08:00UK Average Weekly Earnings Aug 6.9% 8.3%

08:00UK Unemployment LFS/ILO Aug 4.5% 4.6%

08:00NO National budget, main estimates2022

11:00GE ZEW Survey Expectations Oct 24 26.5

12:00US NFIB Small Business OptimismSep 99.5 100.1

16:00US JOLTS Job Openings Aug 10925k 10934k

Wednesday Oct 13

CH Trade Balance Sep $47.22b $58.34b

CH Exports YoY Sep 22.0% 25.6%

CH Imports YoY Sep 22.1% 33.1%

08:00UK Monthly GDP (MoM) Aug 0.5% 0.1%

08:00UK Manufacturing Production MoM Aug 0.0% 0.0%

11:00EC Industrial Production SA MoM Aug -1.6% 1.5%

Thursday Oct 14

03:30CH CPI YoY Sep 0.9% 0.8%

03:30CH PPI YoY Sep 10.6% 9.5%

09:30SW CPI YoY Sep 2.7% 2.1%

09:30SW CPIF Excl. Energy YoY Sep 1.7% 1.4%

10:00NO New home sales, stars Sep

14:30US Initial Jobless Claims Oct-09 328k 326k

14:30US PPI Final Demand YoY Sep 8.8% 8.3%

Friday Oct 15

08:00NO Trade Balance Sep 42.6b

11:00EC Trade Balance SA Aug 13.4b

14:30US Empire Manufacturing Oct 25 34.3

14:30US Retail Sales Advance MoM Sep -0.3% 0.7%

14:30US Retail Sales Control Group Sep 0.4% 2.5%

16:00US Business Inventories Aug 0.7% 0.5%

16:00US U. of Mich. Sentiment Oct P 73.5 72.8

During the week

US Atlanta Fed, median wage, YoYSep 3.9%

CH Aggregate Financing CNY Sep 3110b 2960b

CH New Yuan Loans CNY Sep 1810b 1220b

Monday

04:00CH GDP SA QoQ 3Q 0.4% 1.3%

04:00CH GDP YoY 3Q 5.0% 7.9%

04:00CH Retail Sales YoY Sep 3.5% 2.5%

04:00CH Industrial Production YoY Sep 3.9% 5.3%

04:00CH Fixed Asset Investment YTD YoYSep 9.0% 8.9%
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New cases down almost most places, no. of hospitalisations is falling rapidly

The fight against the virus is won in the rich part of the world 

ÅThe only risk now: A new vaccine resistant virus mutation 

Covid-19
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US mobility is recovering, Europe remains at a high level

Asia on the way up too, and some countries are back at pre-Delta levels

Covid-19
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Global retail sales have flatted, global trade is declining

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

ÅRetail sales probably rose in August but has flattened since early spring as demand is on the way down in several DMs and 

EM is still fighting with the virus. The level is approx. 3½ % up vs the pre-pandemic level

ÅManufacturing productionmay have stagnated in August. The level is some 5% above the pre-pandemic level

ÅGlobal foreign tradepeaked in May and has fallen slightly thereafter. The level is still well above the pre-pandemic level

Global economy
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DM demand for consumer goods have peaked, EMs are recovering from a low lev.

The upside potential is large for Emerging Markets 

ÅRetail sales in Emerging Markets x China were weak before the summer due to the setback in demand in India, and 
thereafter in other parts of Asia. Now a substantial recovery is underway in India, and other Asian countries will follow suit

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

ÅNorwegian oil-related manufacturing production is down 14% vs the pre-pandemic level ςnon-oil sectors are up 4%, one of 
the better results in the rich part of the world. The Norwegian PMI and other surveys are signalling strong growth (among 
the best in the world)

India

Global economy
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Global airline traffic stagnated last week, the gap to 2019 unchat 21%

In the US, traffic fell slightly in August but is now slowly recovering into October

ÅAirline traffic normally drops some 10% from the peak summer season until the end of the year. Thus, a flattish 
ŘŜǾŜƭƻǇƳŜƴǘ ŘǳǊƛƴƎ ǘƘƛǎ ŀǳǘǳƳƴ ƛƳǇƭƛŜǎ ŀ мΦт҈ ΨǊŜŎƻǾŜǊȅΩ ǇŜǊ ƳƻƴǘƘ ςnow the gap is declining by almost 1 pp per 
week

Global economy
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Inflation may be peaking now ςat a high level

Energy prices the main culprit, but core inflation has turned up more places

Global economy
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Unemployment on the way down everywhere

And unemployment is on par or lower than normal in 19 out of 23 countries

ÅA large majority of countries report lower unemployment 
than the 2000 ς2019 average
» In both Norway & Sweden, registered unemployment is falling 

rapidly and is below average levels ςeven if the LFS rate is higher

ÅMay these low unemployment rate partly explain the high 
vacancy rates that are popping up everywhere? 

Global economy
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The global PMI slightly up in September, due to China + rest of Asia, and Russia

The composite PMI rose by 0.5 p to 53.0, signalling growth slightly above trend

ÅThe global PMIs were far better than the preliminary PMIs signalled (but in line with our forecast last week, when some more 

data became available)

ÅThe global PMI signals growth marginally above trend, at a 3+% pace ςfar below the reported growth rates until August

» Both manufacturing and services contributed to the lift, services the most

Global PMI
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Rich countries marginally down, EM up, China the most. Sweden still at the top

Emerging Markets (EM) is recovering, and EM x China PMI is at the best level since early 2018!

Å11 countries/regions up in September (from 4 in August, 11 down, from 21). Just 3 below the 50-line (from 8)

ÅSweden, US ISM and Ireland at the top (+Norwegian manufacturing)

Å¢ƘŜ /ƘƛƴŜǎŜ taLǎ ǊŜŎƻǾŜǊŜŘ ǎƘŀǊǇƭȅΣ ŜǎǇŜŎƛŀƭƭȅ aŀǊƪƛǘΩǎ όǿƘƛŎƘ ƛǎ ŀ ǇŀǊǘ ƻŦ aŀǊƪƛǘΩǎ Ǝƭƻōŀƭ taLύ

ÅOther EMs rose too ςin fact to the best level in almost 4 years

ÅBoth Japan and Australia are both reporting a continued decline in activity but less so in Sept vs. Aug

Global PMI
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EM x China at the best level since early 2018 

These countries have been struggling with the virus far more than DM, due to lack of vaccines

Global PMI
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Services recovered in September, the composite PMIs sharply up

The manufacturing PMIs also rose marginally, on average

ÅThe NBS composite PMI rose by 2.9 p to 51.7, expected up 1.2 p. Thus most of the August setback was reversed, due to a sharp 
lift in the service sector index, while themanufacturing index fell marginally

ÅaŀǊƪƛǘΩǎ composite PMI rose by 4.3 p to 51.4 and recovered most of the August loss ςwith services in the lead but even the 
manufacturing PMI recovered ςno signs of any construction crisis (not in the construction PMI either)

ÅIn sum, the average of the two composite PMIs rose 3.5 p + to 51.6, still below theAugust level. The PMI data set signals growth 
marginally below trend. 

China PMI

Markit Sept: 
SB1M ŦΩŎŀǎǘ

Markit Sept: 
SB1M ŦΩŎŀǎǘ
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Auto sales further down in Sept, as production is cut due to lack of data chips

Sales could have fallen by 8%, and are down some 25% from the 2019 level

ÅWe still not have reliable data from China(the autumn holiday). Based in very preliminary data, that are really uncertain, we assume a further 
decline in sales in Sept here, and thus even our global estimate is more uncertain than normal (some other countries have notΨƻŦŦƛŎƛŀƭƭȅΩ ǊŜǇƻǊǘŜŘ 
either, we are using media reports)

ÅSales fell sharply in USand in Europe, both EMU & UK. UK sales are down 42%, EMU -33%, US -28% - all vs 2019. Japanese sales fell sharply in Sept 

ÅNorwegiansales are soaring. The only explanations are that auto makers have the highest margins here, or that their autos with the highest 
margins are sold here

ÅSales in EM x China very likely fell further too ςaround 27% vs. 2019

Auto sales
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Auto production still heading down, Germany is badly hurt, down 59% in Sept

The decline in US production is (strangely) moderate, just 13% (in August), both vs. the 2019 avg

ÅThere is huge upside in auto production the coming quarters as soon as data chips are produced in sufficient volumes. 
¢ƘŜ ƻƴƭȅ ǉǳŜǎǘƛƻƴ ƛǎ ǿƘŜƴΧ

Auto sales
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The real labourƳŀǊƪŜǘ ǊŜǇƻǊǘ LΥ LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΣ ǎǘǳǇƛŘ

Half of US SMB companies are not able to fill their vacant positions in September, another ATH

ÅNo a sign that many of the almost 8 mill workers who lost their temporary federal unemployment benefits in early Sept, 
have found a job

ÅHiring plans were at ATH in August ςand even it the share of companies that planed to higher fell in Sept, it is still very 
high

ÅAs a consequence, more companies than everbefore reported that they plan to increase compensation 

ÅThe correlation to actual wage growth is pretty close, check the next page

USA
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The real labourƳŀǊƪŜǘ ǊŜǇƻǊǘ LLΥ LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΣ ǎǘǳǇƛŘ
In July, the official vacancy rate was record high. In Sept, companies reported another unprecedented lack of labour, and 
a record high share of them plan to lift wages. And guess what has happened before, with a 2 ς3 quarters lag? Well, 
something that kills Fed doves and bond bulls. And now very likely the corporate bottom line & the stock market too

ÅMore companies than ever before (data from 1986 though) are reporting that they have lifted compensation and that they plan to do so 
the over next months as well

ÅThe correlation between the share of companies that report they plan to increase compensation and changes in actual wage growth some 
months later (6 ς12 months) is pretty strong

ÅThe correlation between unfilled vacancies and actual wage growth is just as tight, with the same lag
Å²Ŝ Řƻ ƴƻǘ ƪƴƻǿ Cha/Ωǎ ǿŀƎŜǎ ŦƻǊŜŎŀǎǘǎ ōǳǘ ǿŜ ŀǎǎǳƳŜ ǘƘŜȅ ŀǊŜ ǊŀǘƘŜǊ ǳǇōŜŀǘΣ ŀǎ ǘƘŜ ōŀƴƪ ŜȄǇŜŎǘ ƛƴŦƭŀǘƛƻƴ ǘƻ ǊŜƳŀƛƴ ŀōƻǾŜ ǘŀǊƎet the 

coming 3 years (and the price level to be deviate even more from a long term 2% path). However, the Bank could impossibly have factored 
in a wage growth anything close to what companies now tell or even less what the current tightness of the labour market signals

USA
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The real labourƳŀǊƪŜǘ ǊŜǇƻǊǘ LLLΥ LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΣ ǎǘǳǇƛŘ

When will maximum employmentbe reached (that is, when will the Fed have to start hiking rates?)

ÅThe employment ǊƻǎŜ ŦǳǊǘƘŜǊ όƛƴ ǘƘŜ ƘƻǳǎŜƘƻƭŘ ǎǳǊǾŜȅύ ōȅ рнсΩ ƻǊ лΦо҈Σ ŀƴŘ ǘƘŜ ŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǊƻǎŜ лΦн ǇǇ ǘƻ руΦтΦ 
ÅStill, the labour forcefell by 0.1% and the participation rate fell by 0.1 pp to 61.6, expected up to 61.8. The current rate is 1.7 pp below the pre-

pandemic level - and the trend is completely flat
» Not many of the almost 8 mill workers who lost their extra federal benefitsin early Sept have found a job, and they do not seem to actively search for 
ǿƻǊƪ ŜƛǘƘŜǊΗ ²Ƙŀǘ ǘƘŜ ƘΧ ŀǊŜ ǘƘŜȅ ŘƻƛƴƎ ŦƻǊ ŀ ƭƛǾƛƴƎ ƴƻǿΚΚ

ÅThe unemployment ratefell 0.4 pp to 4.8% in Sept (expected 5.1%). Unempl. has fallen by 1.1 p the past 3 months, the fastest 3 m decline ever 
(barring the rapid decent last summer, following the first virus wave). 3 weeks ago, the Fed expected the 4.8% to be reached in Dec

ÅFed has strongly signalled that the funds rate will not be hiked before maximum employment target is met. The only question now is: How 
much spare capacity is left at the labour market?? No doubt some, but possibly not that much, witnessing also the wage inflation acceleration

USA



22

The real labourƳŀǊƪŜǘ ǊŜǇƻǊǘ L±Υ LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΣ ǎǘǳǇƛŘ

If we just forget the participation rate conundrum: Why so many unemployed andvacant positions?

Å7.7 mill persons are unemployed - that is, they say they want a job and is actively search for a job but have not got a job

ÅAt the same time, there are 10.9 mill unfilled, vacant positions
» During the 2010 ς2019 period, Unemployment/Vacancy curve (UV/Beveridge) had moved somewhat outwards, but curve was not far above the pre 

2010-curve

ÅThe unprecedented mismatch now may of course be mostly due to temporary (transitory?) impacts of the pandemic; different 
sectors have reopened at a different pace, perhaps even geographically, and it will take time to match the job seekers and the 
vacant jobs etc. However, there is a risk that some of the mismatch will turn out to be permanent, due to changes in qualification 
requirements, work preferences etc.

USA
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What will the Fed say? 

LŦ ǿŀƎŜ ƛƴŦƭŀǘƛƻƴ ŀŎŎŜƭŜǊŀǘŜǎΣ ǎŀȅ ƘŀƭŦ ŀǎ ƳǳŎƘ ŀǎ ǘƘŜ ΨǾŀŎŀƴŎȅ ƳƻŘŜƭΩ ǎƛƎƴŀƭǎΚ (to the top of the scale)

ÅThe correlationto the 10 y bondrate is not that closebut the risk is verylikelyat the upside

USA
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Manufacturing production probably down 1.5 ς2% in Sept (data out this week)

German production fell by 4.7%, but France, Spain & Belgium up 

ÅProduction is just very slowly moving upwards even if orders are surging, and surveys are close to record high levels

ÅProduction in Italy is higher than in Feb-20, in the other big 3 are down
» DŜǊƳŀƴȅ ƛǎ ǘƘŜ ƭŀƎƎŀǊŘΣ Řƻǿƴ мл҈Φ CǊƻƳ ǘƛƳŜ ǘƻ ǘƛƳŜΣ ŀǳǘƻ ǇǊƻŘǳŎǘƛƻƴ ƛǎ ƴƻǘ ǿƘŀǘ ȅƻǳ ǿƛǎƘ ȅƻǳ ƘŀŘΧ

» Belgium is up 20, the Netherlands 1%

EMU
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German factory orders plummeted 7.7% in August, production down 4.7%

Χ ŀǎ ǎǳǇǇƭȅ ōƻǘǘƭŜƴŜŎƪǎ ǘƛƎƘǘŜƴΦ ±ŜƘƛŎƭŜ ǇǊƻŘǳŎǘƛƻƴ Řƻǿƴ мтΦр҈ ƳκƳ όŀƴŘ ŦǳǊǘƘŜǊ Řƻǿƴ ƛƴ {ŜǇǘύ

ÅManufacturing orders decreased by 7.7% in August, expected 
down 2.1%, and it does not help that much that July was revised 
up 1.5 pp to 4.9%. The level is still 11% above the pre-pandemic 
level ςand we can still draw a strong trend line!

ÅManufacturing production was down 4.6% in August (total 
industrial production down 4%, expected -0.4%). The level is now 
9% below the Feb-20 level. See more details next page

» Surveys confirm softer growth in production & orders, as the industrial 
sector is hit by both supply bottlenecks, capacity constraints and higher 
energy prices

Germany
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GDP down almost 4% in August, trend very likely still OK

The July +2.9% vs. Q4-19 was too good to be true, GDP down 3.8 % m/m in August, -1.6% vs. Q4-19

ÅGDP fell by 3.8% m/m in August, expected down 0.5%. In addition, July was revised down by 0.6%

» GDP is now 1.6% below the Q4-19 level. One month ago it was reported up by 2.9%!  We assume production will recover in Sept, andthat GDP will grow at 
approx. the same pace as in Q3 (3.6%, q/q annualised)

» Manufacturing prod fell by 3.7%, very likely due to lack of supply, not lack of final demand. Activity in the construction sector fell sharply as well (-11%)

» In services activity fell by 3.4% because the summer Swedish staycation ended, and the superficial strong July demand waned. Hotels & restaurants down 
10%, but activity is still 8% above the pre-pandemic level!

ÅThe outlookremains excellent, according to Swedish companies. THE KI (NIER) survey is at close to ATH, and the PMI is the best in the 
world. We still question if the wƛƪǎōŀƴƪΩǎextremely expansionary stance is appropriate

Sweden



ÅΨaŀƛƴƭŀƴŘΩ όƛƴŎƭǳŘƛƴƎ ƻǇŜƴ ǿŀǘŜǊ ŦƛǎƘŜǊƛŜǎ ǘƘƻǳƎƘύ D5t grew by 1.1 
m/m in August, above consensus (0.9%) and Norges Banks estimate 
(1.0%). We expected 0.6%. GDP is now 1.6% above the pre-pandemic 
level

» However, a 46% lift in production in fisheries (and aquaculture). This incredible 
surge is due to very high mackerel catching volumes. Norway decided to harvest 
the whole quota in one go when we did not have to share a common quota with 
UK after Brexit. Strange data but this unusual timing of the mackerel catch 
ŀƴȅǿŀȅ ƭƛŦǘŜŘ ΨaŀƛƴƭŀƴŘΩ D5t ōȅ лΦу ǇǇΗ ¢ƘŜ {ŜǇǘ D5t ǿƛƭƭ ǇǊƻōŀōƭȅ ōŜ 
ǎƻƳŜǿƘŀǘ ŦƛǎƘȅ ǘƻƻΣ ƘƻǿŜǾŜǊ ǿƛǘƘ ǘƘŜ ƻǇǇƻǎƛǘŜ ǎƛƎƴΧ 

» Production in other sectors: Private serviceswere 1.4% in m/m with a 
substantial contib. from business surveys, +16%. Culture, hotels & restaurants up 
3% -4%. Construction fell 3% (housing investments down), manuf. & mining -1%

» Demand: bƻǊǿŜƎƛŀƴǎΩ ǎǇŜƴŘƛƴƎ at home was up 0.7%, goods down, services up. 
Mainland investments rose sharply, and oil investments remained at a high level. 
Housing investments fell sharply, exports slightly

ÅMainland GDP is up 1.6% vs the Feb-20 level (or rather 0.6%)

» Adjusted for the surge in fisheries, Mainland GDP is up 0.6% vs. Feb-20

» Production:  Hotels & restaurants, transport and business services are still down 
11% ς22%, in sum a 1.6% drag on GDP.  Manufacturing and construction are 
down 1% ς2%. Trade is up 6%

» Demand:bƻǊǿŜƎƛŀƴǎΩ ǎǇŜƴŘƛƴƎat home is up 6% from Feb-20, goods +16% (and 
is now heading down), services down 2% - but rapidly on the way up. Spending 
abroad is still down 78%, and total household spending is down 1%. Both 
Mainland business and oil investments are up. Exports are still down

ÅThe mackerel catch is not a good argument for hiking rates further 
but the underlying strengthening of the Mainland economy is 27

Mainland GDP up 1.1% in August, 0.8 pp due to Brexit and a large mackerel catch!

Business services recovered form a low level, contributing by 0.4pp%. The rest marginally down

Norway



Business services: Temp services, travel agencies, call centres, congresses, cleaning, canteens, property services, leasing 28

Prod. details: It was just mackerel(and business services)

! пс҈ ƭƛŦǘ ƛƴ ŦƛǎƘŜǊƛŜǎ ƭƛŦǘŜŘ ΨaŀƛƴƭŀƴŘΩ D5t ōȅ лΦу ǇǇ ςout of the 1.1% headline figure! 

ÅProduction in hotels & restaurants reported a further uptick but not by much, as hotel guest nights fell. Level still down 
11% vs Feb-20

ÅCulture entertainment almost back, just 2% below the pre-p level. Almost too good to be true?

ÅBusiness services recovered, as we expected, up 15% (0.4 pp contribution), still down 22%. The upside is still HUGE

ÅConstruction on the weak side

Norway
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House prices up 0.2% in Sept, prices are now increasing at a 2.5% pace

Our models signal a faster price increases than seen recently. The expected rate hikes to blame

Å House prices rose by 0.2% in Sept, we expected unch., down from +0.9% in Aug (revised from 1.0%. Prices are up by 2.5% 3m/3m (annualised), down from 
above 12% in March. Prices are up 8% y/y

Å Prices fell in a close circle around Oslo but rose further in Oslo as in  most other towns. Bodø/Fauske (as usual) in the top, followed by Stavanger and 
Kristiansand

Å The number of transactionswas stable following the 10% decline in Aug, levelstill above the pre-Covid level. The inventory of unsold homesfell sharply to the 
lowest level ever

Å Our Norway x Oslo flow based price model signals a 0.75% m/m price growth, our Oslo model +1%, from zero 5 months ago. Very likely, the outlook for higher 
rates is dampening willingness to pay

Å Norges Bankexpect house prices to appreciate a moderate pace the coming months, and flatten during 2022 

Norway 
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Oslo prices on the way up again, some weakness around Oslo in September

Bodø/Fauskeprices are still going strong. Kristiansand/Stavanger at the top too, better oil news?

ÅIn September: 9 cities up (from 15 in August); 4 down (from 1)

Norway
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Short term market flows suggest higher prices, also in Oslo!

Our models suggest decent price growth. Are we witnessing a rate expectation impact?

ÅOur national x Oslo model based on flows and the inventory signals a 0.75% growth in house prices per month

ÅOur Oslo model signals a 1%+ growth (up from zero 3 months ago)

ÅThese models are not long term price models, just short term price models based on flows of (existing) houses approved 
for sale actual sales & changes in inventories

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ32

Still mostly negative surprises ςbut not more last week either

Global economy

ÅThe USsurprises have become slightly less negative

ÅThe EMUis well below zero, and at tad down last week on weak manuf. data

ÅChina is well below normal ςand further down last week

ÅEmerging Markets x China are still reporting better data than expected

ÅNorwayhas surprised sharply on the downside, according to Citi



Highlights

The world around us

The Norwegian economy

Market charts & comments

33



34

The global PMI slightly up in September, due to China + rest of Asia, and Russia

The composite PMI rose by 0.5 p to 53.0, signalling growth slightly above trend

ÅThe global PMIs were far better than the preliminary PMIs signalled (but in line with our forecast last week, when some more 

data became available)

ÅThe global PMI signals growth marginally above trend, at a 3+% pace ςfar below the reported growth rates until August

» Both manufacturing and services contributed to the lift, services the most

Global PMI
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Rich countries marginally down, EM up, China the most. Sweden still at the top

Emerging Markets (EM) is recovering, and EM x China PMI is at the best level since early 2018!

Å11 countries/regions up in September (from 4 in August, 11 down, from 21). Just 3 below the 50-line (from 8)

ÅSweden, US ISM and Ireland at the top (+Norwegian manufacturing)

Å¢ƘŜ /ƘƛƴŜǎŜ taLǎ ǊŜŎƻǾŜǊŜŘ ǎƘŀǊǇƭȅΣ ŜǎǇŜŎƛŀƭƭȅ aŀǊƪƛǘΩǎ όǿƘƛŎƘ ƛǎ ŀ ǇŀǊǘ ƻŦ aŀǊƪƛǘΩǎ Ǝƭƻōŀƭ taLύ

ÅOther EMs rose too ςin fact to the best level in almost 4 years

ÅBoth Japan and Australia are both reporting a continued decline in activity but less so in Sept vs. Aug

Global PMI
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EM x China at the best level since early 2018 

These countries have been struggling with the virus far more than DM, due to lack of vaccines

Global PMI
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The service sector PMI slightly up in September, few are reporting a contraction

China recovered forcefully from the August setback ςthe virus is responsible for both moves 

ÅThe global service sector PMI rose by 0.6 p to 53.4 ςclose to an average level 
» 10 countries/regions up (from 2 in Aug), 17 down (10); Just 3 below the 50-line (5), 17 above

ÅRich countriesare still in the lead, but now just marginally as Chinareported a brisk recovery in the service sector, very likely due to a 
better Covid-19 situation 

Å.ƻǘƘ aŀǊƪƛǘΩǎ ŀƴŘ L{aǎ ǎŜǊǾƛŎŜǎ taLǎ ǿŜǊŜ ǳƴŎƘΦΣ ǿƛǘƘ ǘƘŜ L{a ǎǘƛƭƭ ǿŜƭƭ ŀōƻǾŜ слΗ
ÅIn the EMU, the services PMI fell but the level is still high, at 56.4
ÅThe Indianservice sector PMI fell slightly following the August surge but the level is still OK
ÅBTW, Swedenis still at the top, by far. Ireland and US ISM services follow at the next positions

Global PMI
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The service sector has not lost its confidence in the future

Global PMI
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Businesses keep reporting rapid growth in input/output prices

But it has not become worse past few moths

Global PMI - Inflation



40

Most sectors are reporting slower growth, but just autos and construction <50

Χ ŀƴŘ ŀ ƳŀƧƻǊƛǘȅ ƻŦ ǎŜŎǘƻǊǎ ǊŜǇƻǊǘŜŘ ǎƻƳŜǿƘŀǘ ǎǘǊƻƴƎŜǊ ƎǊƻǿǘƘ ƛƴ {ŜǇǘŜƳōŜǊ

PMI sectors
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Services are reporting slower growth but far from slow

And the uptick in September was broad

PMI sectors
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Services recovered in September, the composite PMIs sharply up

The manufacturing PMIs also rose marginally, on average

ÅThe NBS composite PMI rose by 2.9 p to 51.7, expected up 1.2 p. Thus most of the August setback was reversed, due to a sharp 
lift in the service sector index, while themanufacturing index fell marginally

ÅaŀǊƪƛǘΩǎ composite PMI rose by 4.3 p to 51.4 and recovered most of the August loss ςwith services in the lead but even the 
manufacturing PMI recovered ςno signs of any construction crisis (not in the construction PMI either)

ÅIn sum, the average of the two composite PMIs rose 3.5 p + to 51.6, still below theAugust level. The PMI data set signals growth 
marginally below trend. 

China PMI

Markit Sept: 
SB1M ŦΩŎŀǎǘ

Markit Sept: 
SB1M ŦΩŎŀǎǘ
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The service sector turned up in September, following the August downturn

The NBS survey reports growth again (Markit has not yet reported), as the virus is on the retreat

ÅIn Augustthe service sector average PMIfell 7 p to 47.1, the 2nd largest decline ever, to a level not seen anytime 
before, except for Feb-20. In September, both PMIs recovered sharply, almost back to the August average

ÅActual activity in the service sector fell in both July and August. We expect a recovery in September

ÅNo doubt, this mini-cycle in services is due to the fight against the virusςand not due to a general weakening of the 
Chinese economy

China PMI
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Services ISM surprised on the upside, from a high level ςno Covid panic

aŀǊƪƛǘΩǎ ǎŜǊǾƛŎŜǎ taL ŦƻǊ {ŜǇǘŜƳōŜǊ ƳŀǊƎƛƴŀƭƭȅ ƘƛƎƘŜǊ ǘƘŀƴ ŦƭŀǎƘ ŜǎǘΦΣ ōǳǘ Řƻǿƴ ŦǊƻƳ !ǳƎǳǎǘ

ÅServices ISM rose 0.2 p to 61.9 in September from 61.7 in August. The level is of course rock solid and bears no witness of Covid panic inthe 
service sector. 17 of 18 sectors reported growth in September, like in the past two months (unch. from August). Agriculture was the only sector 
reporting a decline in activity

ÅaŀǊƪƛǘΩǎ ǎŜǊǾƛŎŜ taL was confirmed down, but less than reported in the flash estimate. The index fell to 54.9 from 55.4 in August, but 0.4 p 
above the Sept flash est. Businesses report slower growth in new orders but the order backlog still rose at the fastest pace ever (yet again!) and 
more companies report capacity constrains and shortages of input. Job growth was the 2nd slowest in 15 months due to lack of labour. The 
outlook is still bright, the future index rose! 

ÅTogether with their manufacturing indices, the PMI/ISMssignal some 4.5% ς5% Q3 GDP growth, well below the actual growth in Q2 (6.5%)

ÅPrices indices ŀǊŜ ǎƻŀǊƛƴƎΣ ŦƻǊ ƛƴǇǳǘ ǇǊƛŎŜǎ ŀǎ ǿŜƭƭ ŀǎ ƻǳǘǇǳǘ ǇǊƛŎŜǎ όƛƴ aŀǊƪƛǘΩǎ taLύ

USA ISM/PMI



ÅActual employmentgrowth was far weaker than 
expected in August but the 3m/3m expansion still 
equalled a 6.3% pace

ÅThe average of PMI & ISM employment indices fell and 
signals less than a 1% growth pace

45

PMI/ISM: The employment indices down, signals a < 1% growth pace

Both the ISMs and PMIs report weaker employment growth

USA ISM/PMI
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The September PMI confirmed sharply down

PMI weaker on supply issues, weaker demand & virus concerns ςbut ǿŜΩǊŜ ǎǘƛƭƭ ƴƻǘ ǘƘŀǘ ŎƻƴŎŜǊƴŜŘ

ÅThe final composite PMIfell to 56.2 from 59 (0.1 p above the flash estimate), and signals growth well above trend, at a 2.5% 
GDP growth pace
» GDP rose by 8.2% in Q2 (2% not annualised), more than signalled by the PMIs

ÅAll of the 4 main economies reported declines in their composite PMIs, but the levels are still very high

ÅWe assume that reported demand weakeningis not due to a slowdown in final demand but rather due to production cuts in 
some sectors due to lack of critical input that leads to weaker demand for intermediates from other sectors

EMU Final PMI
























































































































































