
Macro Weekly

Week 42/2021

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

18 October 2021

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



Highlights

The world around us

The Norwegian economy

Market charts & comments

2



The (short) virus story
ÅThe virus is on the retreat almost most places but more countries reported an increase past two weeks, including UK, France, Netherlands & 

Denmark. Still, the number of hospitalised patients are not increasing in these countries, and in sum the no. of hospitalisedpersons are falling 
rapidly in rich countries, in the US almost 50%, though from a high level 6 weeks ago

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 is on the way up

The economy, part I
ÅGlobal auto sales

» Sales fell 7% m/m in September. Chinese sales were  down but far less than we assumed, and EMU sales rose marginally. Sales fell most 
places, in both the US, UK, Japan and most EMs. Sales are down 24% vs the 2019 level, no doubt due to lack of supply, not weak demand

» However other sectors starts to feel the pain from the steep decline in auto production. Over the past months, that may have been rather 
convenient, what would have happened to raw materials, freight rates etc. if auto production had been, say 35% higher?

ÅChina
» September/Q3:  GDP, industrial production and investmentssurprised at the downside. Retail saleswere better than expected but trend is 

weak since last Nov (a 2% volume growth pace). Investments have almost flattened in nominal terms, and are falling in real terms. 
Construction activityis down 15% - 20%, so is steel, cement and aluminium production, and all fell further in September (but no meltdown). 
Both demand and supply problems to blame, we assume ςbut no. Exports are still very strong, while imports have slowed recent months, 
confirming a softening ofdomestic demand. Credit growth has slowed further but not faster. CPI inflation is muted

Last week



ÅUSA
» Atlanta Fed reported another hike in median wages, the annual rate rose to 4.2% in Sept from 3.9% in Aug (and 3% in May), to 1 pp above the past 10 y 

average, which yielded a 2% pace of inflation. The acceleration is not surprising given the unprecedented levelof unfilled vacancies, which though fell 
somewhat in August, to 6.6% from 7.0% (revised up from 6.9%). The SMB survey reported the previous week that an almost unprecedented shareof the 
companies plans to lift wagesthe coming months (just Q4-79 above).  In addition, they complain more than everboth about cost & quality of labour.  At 
the same time fewer SMBsthan eversay that lack of salesis their single most problem. Then it is perhaps not that surprising that more SMBs than ever
reported they plan to increase their selling pricesfurther the coming months. These wage & survey data does not signal that lack of demand is the main 
challenge facing the US economy now. The problem however, is that the Fed still behaves as though it is

» CPI inflation remains at the high side, also measured m/m. However, some reopening price shock have flattened/reversed somewhat. The problem is that 
price inflation is clearly broadening. In Aug/Sept the Delta outbreak may also have dampened some prices temporarily, like leisure/hospitality & transport 
(airline tickets). An important risk now is housing rents, our model predicts a substantial liftthe coming quarters. The best price news last week: A 
downward trend in ex food/energy crude material prices was confirmed in the PPI reportςwhich normally signals less price pressure further up in the 
chains after some months

» CEO optimismfell in Q3, but is still at a very high level, which signals no risk for the real economy nor the stock market. But could this time be different even 
for the best and brightest, as we exit the corona pause, and heads straight into something that looks like a mature cycle, whichwe have never have 
experience anytime before?

» Retail sales once more surprised at the upside, up 0.5% (core goods volume, our est), following the 1.9% hike in August. Still, the trend is at best flat, and we 
are SURE that demand for goods will decline substantially the coming quarters as sale volume is up 19% vs Feb-20)

» Consumer sentimentis the 2nd worst in a decade (just April-20 below), insists Univ. of Michigan, for the 3rd month in row. Strange, given the economy, and 
the gradual victory over the virus

ÅEMU
» Manufacturing production fell 1.6% in August, as expected, still down 2.6% vs. Feb-20. Germany contributed most on the downside ςand production is 10% 

down vs. Feb-20, due to a 60% decline in auto production  (that is, in September)

ÅNorway
» The outgoing centre/right government proposed to reduce the transfer from the Oil fund (= the structural budget deficit ex. oil revenues  & cash returns in 

the Oil fund) to 9.5% of GDP in 2022, down from 12.3% in 2021. The transfer equals 2.6% of the assumed value of the Fund, less than the 3% long term 
budget rule. The economy is expected to recover further into 2022, and the output gap will be positive, as Norges Bank also assumes

» The new centre/left governmentdoes not signal less respect for the spending rule but will lower taxes for those with income below NOK 0.75 mill, and 
increase taxes for those above, and the tighten up, and increase the wealth tax

» The trade surplus was record high in September, equalling 16% of GDP, due to the surge in gas exports. October will be even better 

» Headline CPI inflation surged to 4.1% in September from 3.4%, due to the hike in electricity prices. Core inflation accelerated to 1.2% from 1.0%, in line with 
bƻ.ŀΩǎŦΩŎŀǎǘ

Last week: The economy, part II



ÅPreliminary October PMIs
» Several DM countries report their PMIs at Friday (and not China). Europe is expected 

marginally down, US marginally up. The levels are still satisfactory, but down from the 
recent ATH peaks. The ongoing supplyside challenges will at one stage have demand 
implications (like auto workers are (temporary) laid off, will cut back on spending), and 
other indirect impacts. However both delivery times & prices indices have not climbed 
further recent months

ÅChina
» Most Sept data out already but house pricesare of some interest these days

ÅUSA
» The housing market is going strong, even in housing starts and existing home sales have 

retreated from high levels earlier in 2021. Lack of materials, workers ςand existing homes 
for sale probably explain the decline but some buyers are aware of the very high price level 
too

» Manufacturing productionhas not been strong during the pandemic, even if demand for 
goods in the USA has been strong. Now lack of supplies is dampening activity even if but 
PMI/ISM surveys are still signalling rapid growth

» Check out CŜŘΩǎ .ŜƛƎŜ ōƻƻƪ(the regional network): Even more reports on material/labour 
ǎƘƻǊǘŀƎŜǎΣ ǿŀƎŜ ǇǊŜǎǎǳǊŜǎΚ ²Ŝ ƎǳŜǎǎ ǘƘŜ Cha/ ƳŜƳōŜǊǎ ǊŜŀŘ ǘƘŜ ǎŀƳŜ ǘŜȄǘΧ

ÅEMU
» Core CPI inflation is expected unchat 1.9% y/y - below the inflation target. Producer prices 

hints an upside risk but wage inflation is still modest in the region ςeven if more aggressive 
wage claims are on the table 

ÅNorway

» {{.Ωǎ ǉǳŀǊǘŜǊƭȅ manufacturing confidence surveyyields precise information on the activity 
in the sector (including the profit outlook). Signs of capacity constraints will be in focus

» bƻǊƎŜǎ .ŀƴƪΩǎ ƭŜƴŘƛƴƎ ǎǳǊǾŜȅ Ƙŀǎ ōŜŜƴ ΨōƻǊƛƴƎΩ ǊŜŎŜƴǘƭȅΣ ŀƴŘ ǿŜ Řƻ ƴƻǘ ŜȄǇŜŎǘ ǘƘŀǘ ōŀƴƪǎ 
will signal huge changes in demand or credit standards
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The Calendar: October PMIs, US housing, Beige Book. Norwegian manuf. surv

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

Time Count. Indicator Period Forecast Prior

Monday Oct 18

08:00NO Housing starts Sep

15:15US Manufacturing (SIC) Production Sep 0.2% 0.2%
16:00US NAHB Housing Market Index Oct 76.5% 76.4%

Tuesday Oct 19

14:30US Building Permits Sep 1675k 1728k

14:30US Housing Starts Sep 1610k 1615k

Wednesday Oct 20

03:30CH New Home Prices MoM Sep 0.2%

08:00UK CPI YoY Sep 3.2% 3.2%

08:00UK CPI Core YoY Sep 3.0% 3.1%

11:00EC CPI YoY Sep F 3.4% 3.0%

11:00EC CPI Core YoY Sep F 1.9% 1.9%

20:00US Fed's Beige Book

Thursday Oct 21

06:00SW Home prices, HOX

09:30SW Unemployment Rate SA Sep 8.8% 8.8%

10:00NO Lending survey, Norges Bank Q3

12:00UK CBI Business Optimism Oct 20 27

14:30US Initial Jobless Claims Oct-16 302k 293k

14:30US Philadelphia Fed Business Oct 24.5 30.7

16:00US Leading Index Sep 0.5% 0.9%

16:00US Existing Home Sales Sep 6.00m 5.88m

16:00EC Consumer Confidence Oct A -5 -4

Friday Oct 22

02:30JN Manufacturing PMI Oct P 51.5

02:30JN Services PMI Oct P 47.8

08:00NO Industrial Confidence 3Q (12) 11.3

08:00UK Retail Sales Inc Auto Fuel MoMSep 0.50% -0.90%

09:15FR Manufacturing PMI Oct P 54 55

09:15FR Services PMI Oct P 55.6 56.2

09:30GE Manufacturing PMI Oct P 56.6 58.4

09:30GE Services PMI Oct P 55.3 56.2

10:00EC Manufacturing PMI Oct P 57 58.6

10:00EC Services PMI Oct P 55.5 56.4

10:00EC Composite PMI Oct P 55.2 56.2

10:30UK Manufacturing PMI Oct P 56 57.1

10:30UK Services PMI Oct P 54.5 55.4

15:45US Manufacturing PMI Oct P 60.5 60.7

15:45US Services PMI Oct P 55.1 54.9

During the week

US Monthly Budget Statement Sep -$180.0b -$124.6b
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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 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 productionstagnated 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-relatedmanufacturing 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 down to 19% (from 21)

In the US, traffic fell slightly in August but is now slowly recovering again ςand its just down 14%!

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 at least 1 pp per 
week

ÅNorwegian passenger traffic rose sharply in September, but is still down; Domestic traffic by 29%, international by 70%. 
October will probably be far better

Global economy
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!ǳǘƻ ǎŀƭŜǎ ΨŎƻƴŦƛǊƳŜŘΩ Řƻǿƴ ƛƴ {ŜǇǘŜƳōŜǊΣ ǘƘŜ Řŀǘŀ ŎƘƛǇ ǎƘƻǊǘŀƎŜ ƛǎ ǎŜǊƛƻǳǎ

Sales fell by 7% (we estimated 8%) m/m, sales are down 24% vs. the 2019 average

Å{ŀƭŜǎ ƛƴ /Ƙƛƴŀ ǿŜǊŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ōŜǘǘŜǊ ǘƘŀƴ ǿŜ ŀǎǎǳƳŜŘΣ Řƻǿƴ ΨƧǳǎǘΩ о҈ - and are down 9% vs. 2019. Sales in India decreased 
even more than we assumed

ÅSales fell sharply in USand the UK. EMUsales rose marginally, we assumed a further decline in Europe. Japanese sales fell 
sharply in Sept. UK sales are down 40%, EMU -30%, US -28% - all vs 2019

ÅSales in EM x China fell further too ςand are down 29% vs. 2019 ςwith almost countries on the downside in Aug/Sept

ÅNorwegiansales are soaring, because the margins are much better here than elsewhere??

Auto sales
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September, Q3 weaker than expected. Corona only partly to blame

However exports, retail sales surprised at the upside in Sept, and services recovered ½ of July/Aug loss

Å GDP rose by 0.2% Q3 (0.8% annualised) down from 1.2% in Q2, expected 0.2%. The 
annual growth rate fell to 4.9% from 7.9%, expected 5.0% The GDP level to below the pre-
pandemic trend path as growth from Q4-19 has been below 5% in average

Å Industrial production rose by just 0.1% in Sept, down from 0.3%, the lowest growth rate 
since the setback in Jan/Feb last year. Measured y/y, growth slowed 2.2 pp to 3.1%, 0.7 
pp below expectationsProduction is still 2% abovethe pre-corona trend path but growth 
has slowed. Steel, cement, aluminium and autos are down 10 ς20% from local peaks, due 
to a mix of demand and supply factors. Surveys are down but are signalling growth well 
north of the 0.1 per month rate (rather 0.4 m/m, 5% y/y)

Å Service sector production recovered by 2.5% in Sept, following the 4.1% July/Aug drop ς
which no doubt was driven by the fight against the virus, and as the PMIs strongly 
signalled, Sept was far better. Still, the level is still below par, and well below the pre-
pandemictrend growth path. Activity will probably recover further in October

Å Retail sales volumes rose by 0.6% in volume terms (our est.) in Sept, the best since Feb. 
However, the trend is weak, from Nov last year at a 2% path, at the best. Annual growth 
accelerated to 4.4% from 2.5% in August, above the expected 3.4%. Auto sales are 
slowing, as elsewhere, but other sectors have also slowed in 2021

Å Investments grew by 0.2% in Sept, as in August. The history was once more revised down, 
and nominal urban fixedinvestmentsarebarely growing anymore! Prices are no doubt 
increasing ςand involume terms, investments are falling. The (still useless) accumulated 
annual growth rate was 7.3% in Sept, down from 8.9%, 0.6 pp below expectations. 
Housing and other construction starts as well as new home sales fell further ςbut not 
faster in September, and are down 15% ς20 % vs recent peaks.

Å Credit growth is slowed further too, and the credit impulse is negative, as normal approx. 
every 4th year

Å Exports rose sharply Sept, while importfell further, the latter signalling weaker domestic 
demand (as the Chinese data confirms). Export volume are 16% above the pre-pandemic 
growth path (and 30% above the p-p level. Imports are on par with the p-p trend path

Å CPI inflation is still very low, 0.7% in total, the core at 1.2%

In sum: China is no doubt slowing, but some of the July/Aug (virusrelated)weakness in

services was reversed, and exports are strong. The main risk: construction activity which 

has fallen 15 ς20% already

China: The main takes
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Q3 GDP up just 0.2% q/q, exp. 0.4%. Level below the pre-pandemic trend
Annual growth down to 4.9% form 7.9% in Q2, expected 5.0%

ÅA 0.2% q/q rate equals a 0.8% annualised growth pace, down from the 1.2% (5.3%) pace in Q2. Q1 was revised down by 0.2 pp once more to 
0.2%, initially reported to +0.6%. Growth reached the pre-pandemic growth path in Q4-20 but as growth has slowed to a trickle 2 of the past 3 
quarters, activity was below the old trend path in Q3

» The 4.9% annual rate was marginally below expectations

ÅThe annual GDP growth rate was sliding down before corona, to 6% in Q4-19. If the gradual decline in growth had continued ςand corona had 
not happened ςthe annual growth rate would have been below 5.5% by now. The actual annual rate since Q4-19 at 4.9% is slightly belowthe 
pre-corona trend, measured that way too. However, corona was no doubt to blame for the weakness in Q3, witnessing the abrupt slowdown in 
services

China
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Construction activity further down in September but no acceleration
Both new home sales & starts down 1-2%, sales down 18% from Feb/March, starts down 15% from Q4

ÅNew home saleshave fallen almost 20% from early 2021, following the spectacular 30% increase fromthe low in early2020. Sales 
are back to the pre-pandemic level ςso no disaster, at least not yet ςŀƴŘ ǎŀƭŜǎ ŦŜƭƭ ΨƧǳǎǘΩ н҈ ƳκƳ ƛƴ {ŜǇǘŜƳōŜǊ

ÅHousing startsfell further too, and starts are now more than 10%below the pre-pandemic level. Starts have been running below 
sales most of 2021, signalling an inventory drawdown

ÅNon-residential construction rose a tad in September, but is down more than 15% since last summer, and the level is below the 
pre-p level. However, the decline is not accelerating

ÅIn sum, construction startsare on the way down ςŀƴŘ ǘƘŜ ŘƻǿƴǎƛŘŜ Ǌƛǎƪ Ƙŀǎ ƻŦ ŎƻǳǊǎŜ ƛƴŎǊŜŀǎŜŘ ŘǳŜ ǘƻ ǘƘŜ ΨŦƛƴŀƴŎƛŀƭ ǎǘǊŜǎǎΩ ƛƴ ǘƘŜ 
real estate sector. Look up for demand (or supply??) for steel, check next page. Luckily, starts have already fallen substantially

China
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Construction & domestic demand for steel down, steel now -20%

¢ƘŜ ǊŜŀǎƻƴ Ƴŀȅ ǇŀǊǘƭȅ ōŜ ǘƘŜ ΨƻŦŦƛŎƛŀƭΩ ǎǘƻǊȅ ƻƴ ƳŜŜǘƛƴƎ нлол CO2 targets but demand is down for real too?

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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Exports are still surging, imports have slowed. And a record high trade surplus!

Exports 8% higher than expected, imports 4% lower

Å Exports increased by 2% in USD terms in Sept and 30% y/y, up from 25% in Aug, expected down to 22%. Export volumes most likely rose too and the level is 
extremely high, up almost 30% vs the pre-pandemic level and 16% up vs. the pre-pandemic trend growth path! Signals still strong demand for goods. Prices are 
up 10% y/y (our est.)

Å Importsvalues fell 4% m/m but are up 18% y/y, down from 30% in Aug, expected up 22%. Recent months import values have stalled, and as prices have 
climbed, import volumes some 7% since the spring ςfrom a high level. Import volumes are back to the pre-pandemic trend growth path. Oil and iron ore 
imports werestill weak in Sept, while coal imports rose sharply

Å The trade surpluswas sharply up in August, at USD 72 bn (seas adj) a new ATH.  

Å For some time we have expected an export slowdown in H2 due to lower demand for goods in the rich part of the world ςbut we have so far been wrong. The 
decline in imports may signal lower domestic demand. Even if credit policy now may be turning expansionary, the lagged impacton the previous tightening 
may be felt in domestic demand

China
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Iron ore imports have fallen 10%+, and the trend is still down
Authorities have curbed steel production in order to bring CO2ŜƳƛǎǎƛƻƴǎ Řƻǿƴ όƛƴ нлолΧύΦ ¢ƘŜȅ ǎŀȅ

Å Iron ore import have fallen more than 10% since late last 
summer, and fell in September, following an uptick in August

ÅSteel production has fallen sharply recent months, by more 
than 10%. Domestic demand is down, most likely due the 
decline in construction activity

China
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Oil imports flat since mid 2018, are down almost 20% (2 mb/d) since H1-20

China
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Credit growth is slowing ςbut no drama yet, and growth still > income growth

Authorities seem to choose a mixed approach: Keep credit up in some sectors, slow others

Å Total credit grew at a 8.8% rate in Sept (m/m, seas. adj. annualised), down from 9.1 in August. Smoothed, the underlying rate may be at the same level, down from 13% during 
last spring (and >15% during some months). The underlying growth rate is still marginally above the trend growth in nominal GDP (say 5.5% real growth, 2% price inflation)

» Total credit rose by RMB 2.8 trl, expected 3.1 trl (not seas. adj., total social financing, including central & local government bond, and corporate equities). Seas. adj. the core total social credit 
(total ex central gov bonds & corporate equites) grew by 1.9 trl, down from 2.0 trl in Aug. No credit supply chock following the Evergrande drama, at least not yet

» Bank loans rose by RMB 1.5 trl, seas adjusted, or at a 10.2% annualised pace - and less than expected.  Growth is gradually slowing, from a13% rate last spring. Loans are up 11.8% y/y. 

» Shadow banking creditrose by RMB 0.4 trl, close to the level over the past 4 months (s.a). Growth has slowed sharply, underlying to 6%, from 13% last summer ςthe lowest growth rate on 
record. Excluding local government bonds, ΨǇǊƛǾŀǘŜΩ ǎƘŀŘƻǿ ŎǊŜŘƛǘ ƛǎ ŎƭƻǎŜ ǘƻ ŦƭŀǘΗ

Å The credit impulse has turned negative, like it usually does every 4th year or so. The ramifications may be felt in many markets

Å The slowdown has been by purpose, as authorities have tightened, especially vs. credit supply outsidebanks, especially vs. the construction sector. However, the authorities 
have at least partially shifted the foot to the accelerator again ςas they always have done after tightening too hard. In July,PBoCŎǳǘ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ

China
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Atlanta Fed median wage growth the highest in 14 years

The median wage growth rate has accelerated to 4.2% from a dip down to 3.0% in May

ÅThe 4.2% rate (4.5% not smoothed) is equal to the highest rate since 2007 ςbut it may still be consistent with the 2% inflation
target ςif productivity growth is 2% or better. Before the pandemic the underlying productivity growth was some 1% ς1.5%. 
During the pandemic the underlying trend is harder to estimate
» The real challenge: Inflation (even the core rate) has been above2% on average the past 7 ς8 years (and well above measured over any shorter time 

horizon!) ςeven with an average median wage growth at 3.2%... 
» Job switchers report the highest wage growth in 20 years. Those paid hourly and with low education are also up more than in 20 years

ÅHowever, if wage inflation accelerates further, and just by a fraction of what is implied by the current labour shortages or what 
SMBs are reporting on compensation plans (check the next page),the inflation outlook is rather worrisome 

ÅOther wage measures confirm accelerating wage growth, barring the Employment Cost Index (data through Q2)

USA
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²ŀƎŜ ƛƴŦƭŀǘƛƻƴ ŎƻǳƭŘ ŀŎŎŜƭŜǊŀǘŜ ŦǳǊǘƘŜǊΧ

¢ƘŜ ǾŀŎŀƴŎȅ ƭŜǾŜƭ ϧ {a.ǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴ Ǉƭŀƴǎ ƭŜŀŘ ŀŎǘǳŀƭ ǿŀƎŜ ƎǊƻǿǘƘ ōȅ 9 months. And now...

Å More companies than ever before (data from 1986 though) are reporting that they have lifted or plans to lift compensation over the next months, as 
they never before have been so unable to fill positions (the correlation is incredible tight)

Å The vacancy ratefell in August but remains extremely high

Å The correlation between these two variables, and the median wage growth is rather close, with vacancies and plans leading by 6 ς12 months. IF this 
correlation holds,wage inflation will accelerate substantially from the present level ςwhich already is high enough vs. the 2% inflation target

Å²Ŝ Řƻ ƴƻǘ ƪƴƻǿ Cha/Ωǎ ǿŀƎŜ ŦƻǊŜŎŀǎǘǎ ōǳǘ ǿŜ ŀǎǎǳƳŜ ǘƘŜȅ ŀǊŜ ǊŀǘƘŜǊ ǳǇōŜŀǘΣ ŀǎ ǘƘŜ ōŀƴƪ ŜȄǇŜŎǘ ƛƴŦƭŀǘƛƻƴ ǘƻ ǊŜƳŀƛƴ ŀōƻǾŜ ǘŀǊƎŜt the coming 3 years 
(and the price level to be deviate even more from a long term 2% path). However, the Bank could impossibly not 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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²ŜΩǾŜ ǎŀƛŘ ƛǘ ōŜŦƻǊŜΥ LǘΩǎ ǘƘŜ ǎǳǇǇƭȅ ǎƛŘŜΗ όΧ ǎƻ ƴƻ ƴŜŜŘ ǘƻ ǎǘƛƳǳƭŀǘŜ ŘŜƳŀƴŘύ

Record few companies complain about poor sales, record manycomplain about cost/quality of 
labour

ÅThus, companies report they are constrained from the supply side, not from the demand side

» In September, a much larger share of companies reported that cost of labour was the single most problem

ÅThese data are really incredible, at least vs. the current monetary policy stance. Check the chart to the right

USA

In the chart to the left, we have included the Not able to fill open positions, but that is not (rather strangely) not an alternative in the single-most-problem question in the survey. We still show it at the 
chart
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Another warning sign: A record high no. of SMBs still say they plan to raise prices

The share has been higher justone other month, in December 1979

ÅBack in 1979, it lasted just one month; now we have been up here five 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 give it a go at the chart above to the right, and it does not look pretty vs. 
ǘƘŜ ǎƘƻǊǘ ǘŜǊƳ ƻǳǘƭƻƻƪΦ LƴŦƭŀǘƛƻƴ Ƴŀȅ ǎǘƛƭƭ ǎǘŀȅ ǳǇ ƘŜǊŜ ŦƻǊ ǎŜǾŜǊŀƭ ƳƻƴǘƘǎ όōǳǘ ƛǘ Ƴŀȅ ŀƭǎƻ ǎǘƛƭƭ ōŜ ƭŀōŜƭƭŜŘ ΨǘǊŀƴǎƛǘƻǊȅΩΣ of course)

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 report a 3.1% expected growth in unit costs. Since 2013, the expectations have been stable at 1.75% ς2.25%

US Inflation
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CEOs less but still unusually optimistic

.. and recessions have never turned up before well after the bosses have turned negative

ÅΧ ŀƴŘ ƴƻǘ ōŜŦƻǊŜ ǘƘŜ /9hǎ ƘŀǾŜ ōŜŜƴ ƳƻǊŜ ƴŜƎŀǘƛǾŜ ǘƘŀƴ ǘƘŜ L{a όǘƘŜ ŎǳǊǊŜƴǘ ǎƛǘǳŀǘƛƻƴύ ŦƻǊ ŀ ƭƻƴƎ ǇŜǊƛƻŘ όƭŜŦǘ ŎƘŀǊǘύ

ÅIn addition, the CEOs have always (barring the 1992 recession) turned negative years before households recognised 
that the party was over (right chart)

ÅHowever, the CEO survey is not a timing instrument, as it takes years from CEOs send a message to a recession hit

USA
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CEO confidence always wanes before the stock market loses its confidence

Χ ōŜŦƻǊŜ ǘƘŜ ǎǘƻŎƪ ƳŀǊƪŜǘ ΨŎƻƴŦƛŘŜƴŎŜΩ ǿŀƴŜǎΦ IƻǿŜǾŜǊΣ ǿƛǘƘƻǳǘ ǎǘŀōƭŜ ƭŀƎǎ όŀƴŘ ǎƻƳŜ ŦŀƭǎŜ ǎƛƎƴŀƭǎΗύ

An important disclaimer: This time IS different. We have NOT been through a NORMAL economic downturn, and we are now exiting the Covid-
19 short break may be entering something than looks like a mature part of an economic cycle! Perhaps even not the best and brightest (or at 
least the best paid) have taken this unprecedented cycle properties into account?

ÅNow: No warning signal from the bosses!

USA
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Back on track ςbelow the spending rule in a strong economy in 2022

Ψнл ϧ Ψнм ǿŜǊŜ ǘƘŜ ŜȄŎŜǇǘƛƻƴŀƭ ȅŜŀǊǎΣ ƻŦ ŎƻǳǊǎŜΦ ! ǘǊŀƴǎŦŜǊ ƻŦ нΦс҈ ƻŦ ǘƘŜ ŦǳƴŘΩǎ ǾŀƭǳŜ ǇǊƻǇƻǎŜŘ ƛƴ Ψнн

Å Fiscal policy will be tightened substantially, by 2.6% of Mainland GDP in 2022, as the need for stimulus will be reversed in an economy that is expected to 
operate above trend next year. That implies a transfer from the Oil Fund equalling 2.6% of the value of the Fund, below the 3% long term budget guideline). 
We expected a 3% transfer (based on a substantially lower estimated Fund value though, the Fund value has fallen sharply recent weeks)

Å¢ƘŜ ŦƛǎŎŀƭ ǎǘŀƴŎŜ ǎƘƻǳƭŘ ōŜ ŜǾŀƭǳŀǘŜŘ ǾǎΦ ŀ ΨƴŜǳǘǊŀƭΩ ǎǘŀǊǘƛƴƎ ǇƻƛƴǘΣ нлмфΦ ¢ƘŜ ǘǊŀƴǎŦŜǊ ŦǊƻƳ ǘƘŜ hƛƭ CǳƴŘ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ǘƻ ф.5%from 7.7% of GDP over these 
3 years ςǘƘƻǳƎƘ ǎƻƳŜǿƘŀǘ ƭŜǎǎ ǘƘŀƴ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ CǳƴŘΩǎ ǾŀƭǳŜ ǿƻǳƭŘ ƘŀǾŜ ŀƭƭƻǿŜŘΦ  ! ƳƻǊŜ ŘŜǘŀƛƭŜŘ ŀƴŀƭȅǎƛǎ Ŏƻƴfirm that the budget is 
somewhat expansionary to 2022 from 2019

Å The surplus vs. the budget guideline equals 1% of GDP. Not many countries can match that. And not many have a 6% overall surplusin the budget, when 
(far too moderate estimated) oil og gas revenues are included. The real surplus may turn 20% of GDP, given current and forward oil and gas prices

Norway

Fiscal indicators
NOK bn, per cent 2019 2020 2021 2022

Actual surplus, incl. oil 277 -39 -31 203

Surplus ex. oil -228 -371 -413 -300

Structural surplus ex oil -239 -369 -397 -322

.. change in bn -25 -130 -28 75

.. in % of GDP 7.7 -11.7 -12.1 -9.5

Χ /ƘŀƴƎŜ όŦƛǎŎŀƭ ƛƴŘƛŎŀǘƻǊύ14.9 -19.4 -0.4 2.6

.. in % of Oil Fund value 2.7 3.7 3.6 2.6

Spending rule, bn. -261 -303 -327 -367

Deviation from rule, bn. 22 -67 -70 45

Pandemic measures 0 135 94

Real growth in 
underlying spending 1.8 8.6 1.0 -3.4

Petroleum Fund, bn, ult. 10086 10907 12250 12918



ÅCPI-ATE(ex. energy and taxes) inflation accelerated 0.2 pp to 
мΦн҈ ƛƴ {ŜǇǘΤ ƛƴ ƭƛƴŜ ǿƛǘƘ bƻǊƎŜǎ .ŀƴƪΩǎ ŀƴŘ ƻǳǊ ŦΩŎŀǎǘ, 
marginally below consensus (1.2%)

» Prices were up 0.2% m/m (seas adj), the highest rate since Jan

» Core inflation is running above 2% in 5 sectors, but is below 
2% in 8 sectors

» Prices on imported goods rose in September, the annual rate 
is at 0.9%

ÅTotal inflation rose 0.7 pp to 4.1%, below our forecast. 
Electricity prices rose further (up 107% y/y!) ςlowering 
house household real disposable income by 2.8%. However, 
if the future market is right, the average drag from summer-
21 to next summer will by far lower, at 1¼ - 1½%  

ÅThe outlook

» Core inflation have probably bottomed. Strong growth at 
home and some impact from higher inflation abroad will 
contribute at the upside (even if the impact of the latter is 
not impressive, historically). A somewhat strong NOK will 
counterweigh higher prices abroad. 

» ¢ƘŜ ǎǘŜŜǇ ǊƛǎŜ ƛƴ ŜƭŜŎǘǊƛŎƛǘȅ ǇǊƛŎŜǎ ǊŜŘǳŎŜŘ ƘƻǳǎŜƘƻƭŘǎΩ 
real disposable income but given the still rich aggregate 
savings rate, consumption is probably not that exposed. 

Core inflation up to 1.2%, headline up to 4.1% - due to the electricity shock

Core inflation remains far below target but Norges Bank has not been an inflation nutter past 10 years

Norway
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Some special gas exports, of course. And a small Mainland deficit too

Total surplus at NOK 69 bn, ATH, or 25% of (Mainland) GDP JJ

ÅThe Mainland (non energy) trade deficit in goodsdecreased sharply September, by NOK 10 bn to 23 bn

ÅNon-energy exportswere flat

Å Imports fell sharply in August, due to steep decline in imports of machinery and vehicles

ÅExport of oil and gas ǎǳǊƎŜŘ ǘƻ bhY фп ōƴΣ ŦǊƻƳ ул ōƴ ƛƴ !ǳƎǳǎǘΣ ǘƘŜ ƘƛƎƘŜǎǘ ǇŜǘǊƻƭŜǳƳ ŜȄǇƻǊǘ ǾŀƭǳŜ ŜǾŜǊΣ ŀƴŘ ŦŀǊ ŀōƻǾŜ ŀ ΨƴƻǊƳŀƭΩ bhY пл 
bn/month level. Gas exports shot up to 61 bn! October will be far better as gas prices have climbed further

ÅThe trade surplus in goods(ex ships/platforms) rose to NOK 69, an enormous amount ς25% of Mainland GDP in September, an all time high

Å¢ƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŜȄǘǊŀ ǊŜǾŜƴǳŜǎ from oil and gas exports (and direct ownership) in Sept alone will be some NOK 50 bn, which will be 
ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ ǘƘŜ ƻƛƭ CǳƴŘΦ ¢ƘŀǘΩǎ ƎƻƻŘ ƴŜǿǎΦ .ǳǘ Řƻ ƴƻǘ ŦƻǊƎŜǘ ǘƘŀǘ ǘƘŜ CǳƴŘΩǎ ǾŀƭǳŜ ƘŀǾŜ ŦŀƭƭŜƴ ǎƻƳŜ bhY мΦллл ŦǊƻƳ ǘƘŜ ǇŜak in August 

Norway
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Gas exports up to NOK 61 bn, 4x a normal level. October will be even better J

Oil export up to NOK 33 bn, the best since 2008

Å British gasǇǊƛŎŜǎ ƘŀǾŜ ǎƪȅǊƻŎƪŜǘŜŘ Ǉŀǎǘ ǿŜŜƪǎΣ ǘƻ ŀƭƭ ǘƛƳŜ ƘƛƎƘ ōȅ ŀ ǿƛŘŜ ƳŀǊƎƛƴΣ сȄ ŀ ΨƴƻǊƳŀƭΩ ǇǊƛŎŜ ƭŜǾŜƭΦ Dŀǎ ǇǊƛŎŜǎ ŀǊŜ ƴƻǿ ǘƻǘŀƭƭȅ uncorrelated to oil 
prices, which is rather unusual (but is has happened before, like in late 2005). In September, the price average was GBP 1.47/ therm (USD 20/BTU). Assuming 
an unch. price rest of October, this months average will climb to almost  GDP 2.50/therm. So wait for even more crazy export revenues and trade surpluses 
in October! 

Å Crude oilexports rose marginally (in NOK bn) ςto the best level since before the Financialcrisis when just some few months recorded even higher export 
revenues 

Å¢ƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŜȄǘǊŀ ǊŜǾŜƴǳŜǎ, given the 78% marginal tax rate is NOK 40 ς45 bn in SeptemberΣ ŀƴŘ ƛǘ ǿƛƭƭ ōŜ ŜǾŜƴ ƳƻǊŜ ƛƴ hŎǘƻōŜǊΦ !ƴŘ ƛƴΧ ¢ƘŜǎŜ ŜȄǘǊŀ 
revenues are all transferred to the Oil Fund ςand through the budget rule. ¢ƘŜ ƭƻƴƎ ǘŜǊƳ ōǳŘƎŜǘ ǊǳƭŜ ΨŀƭƭƻǿǎΩ ŦƻǊ о҈ ƻŦ ǘƘŜ CǳƴŘǎ ǾŀƭǳŜ ǘƻ ōŜ ǎǇŜƴǘΦ {ƻ ǘƘŜ 
revenues in just in September, leaves room for more than NOK 1.3 bn extra spending, per year- forever   

Å There are other and often much more importantvariables: Over some few weeks this autumn, ǘƘŜ CǳƴŘΩǎ ǾŀƭǳŜ ŦŜƭƭ ōȅ bhY мΦллл ōƴ (8%). Bond yields rose 
and the NOK rose, stock markets fell. And more could come J

Norway



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

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 further down last week

ÅChina is well below normal but have stabilised. This ƳƻǊƴƛƴƎΩǎ {ŜǇκvо date were in 

sum at the downside, will lower the surprise index

ÅEmerging Markets x China are still reporting better data than expected

ÅNorwayhas surprised sharply on the downside, according to Citi
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!ǳǘƻ ǎŀƭŜǎ ΨŎƻƴŦƛǊƳŜŘΩ Řƻǿƴ ƛƴ {ŜǇǘŜƳōŜǊΣ ǘƘŜ Řŀǘŀ ŎƘƛǇ ǎƘƻǊǘŀƎŜ ƛǎ ǎŜǊƛƻǳǎ

Sales fell by 7% (we estimated 8%) m/m, sales are down 24% vs. the 2019 average

Å{ŀƭŜǎ ƛƴ /Ƙƛƴŀ ǿŜǊŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ōŜǘǘŜǊ ǘƘŀƴ ǿŜ ŀǎǎǳƳŜŘΣ Řƻǿƴ ΨƧǳǎǘΩ о҈ - and are down 9% vs. 2019. Sales in India decreased 
even more than we assumed

ÅSales fell sharply in USand the UK. EMUsales rose marginally, we assumed a further decline in Europe. Japanese sales fell 
sharply in Sept. UK sales are down 40%, EMU -30%, US -28% - all vs 2019

ÅSales in EM x China fell further too ςand are down 29% vs. 2019 ςwith almost countries on the downside in Aug/Sept

ÅNorwegiansales are soaring, because the margins are much better here than elsewhere??

Auto sales
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Sharp setback in auto sales in most EMs x China too ςand in rich countries

A sharp setback in India, and this time not due to closed auto shops (like in April/May)

Auto sales
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September, Q3 weaker than expected. Corona only partly to blame

However exports, retail sales surprised at the upside in Sept, and services recovered ½ of July/Aug loss

Å GDP rose by 0.2% Q3 (0.8% annualised) down from 1.2% in Q2, expected 0.2%. The 
annual growth rate fell to 4.9% from 7.9%, expected 5.0% The GDP level to below the pre-
pandemic trend path as growth from Q4-19 has been below 5% in average

Å Industrial production rose by just 0.1% in Sept, down from 0.3%, the lowest growth rate 
since the setback in Jan/Feb last year. Measured y/y, growth slowed 2.2 pp to 3.1%, 0.7 
pp below expectationsProduction is still 2% abovethe pre-corona trend path but growth 
has slowed. Steel, cement, aluminium and autos are down 10 ς20% from local peaks, due 
to a mix of demand and supply factors. Surveys are down but are signalling growth well 
north of the 0.1 per month rate (rather 0.4 m/m, 5% y/y)

Å Service sector production recovered by 2.5% in Sept, following the 4.1% July/Aug drop ς
which no doubt was driven by the fight against the virus, and as the PMIs strongly 
signalled, Sept was far better. Still, the level is still below par, and well below the pre-
pandemictrend growth path. Activity will probably recover further in October

Å Retail sales volumes rose by 0.6% in volume terms (our est.) in Sept, the best since Feb. 
However, the trend is weak, from Nov last year at a 2% path, at the best. Annual growth 
accelerated to 4.4% from 2.5% in August, above the expected 3.4%. Auto sales are 
slowing, as elsewhere, but other sectors have also slowed in 2021

Å Investments grew by 0.2% in Sept, as in August. The history was once more revised down, 
and nominal urban fixedinvestmentsarebarely growing anymore! Prices are no doubt 
increasing ςand involume terms, investments are falling. The (still useless) accumulated 
annual growth rate was 7.3% in Sept, down from 8.9%, 0.6 pp below expectations. 
Housing and other construction starts as well as new home sales fell further ςbut not 
faster in September, and are down 15% ς20 % vs recent peaks.

Å Credit growth is slowed further too, and the credit impulse is negative, as normal 
approx. every 4th year

Å Exports rose sharply Sept, while importfell further, the latter signalling weaker 
domestic demand (as the Chinese data confirms). Export volume are 16% above 
the pre-pandemic growthpath (and 30% above the p-p level. Imports are on par 
with the p-p trend path

Å CPI inflation is still very low, 0.7% in total, the core at 1.2%

In sum: China is no doubt slowing, but some of the July/Aug (virusrelated)weakness in
services was reversed, and exports are strong. The main risk: construction activity which 
has fallen 15 ς20% already

China: The main takes
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Q3 GDP up just 0.2% q/q, exp. 0.4%. Level below the pre-pandemic trend
Annual growth down to 4.9% form 7.9% in Q2, expected 5.0%

ÅA 0.2% q/q rate equals a 0.8% annualised growth pace, down from the 1.2% (5.3%) pace in Q2. Q1 was revised down by 0.2 pp once more to 
0.2%, initially reported to +0.6%. Growth reached the pre-pandemic growth path in Q4-20 but as growth has slowed to a trickle 2 of the past 3 
quarters, activity was below the old trend path in Q3

» The 4.9% annual rate was marginally below expectations

ÅThe annual GDP growth rate was sliding down before corona, to 6% in Q4-19. If the gradual decline in growth had continued ςand corona had 
not happened ςthe annual growth rate would have been below 5.5% by now. The actual annual rate since Q4-19 at 4.9% is slightly belowthe 
pre-corona trend, measured that way too. However, corona was no doubt to blame for the weakness in Q3, witnessing the abrupt slowdown in 
services

China
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GDP price deflator up to 4.7%, from 5.3%

Nominal GDP up by 9.8% y/y

ÅManufacturing producer prices (PPI) are up almost 10%y/y (quarterly avg), while CPI prices are up just 0.8% y/y

China
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! ǎŜǊǾƛŎŜ ǎŜŎǘƻǊ ǊŜŎƻǾŜǊȅ ƛǎ Ƴƻǎǘ ƭƛƪŜƭȅ ŀƘŜŀŘ όΨŀŦǘŜǊΩ ŎƻǊƻƴŀΣ ƭƛƪŜ ŜǾŜǊȅǿƘŜǊŜύ

The steady rise of services as share of GDP is not re-established ςbut it soon will

ÅNot all sectors have yet reported nominal Q3 data yet

Value added per sector (= sales ςcost of purchases from other sectors)

China



*) WenChen et al: A ForensicExamination: of/ƘƛƴŀΩǎNational Accounts, Brookings, 2019 38

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 questions 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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We may blame China for many things. But it has not beena drag on the worldec.

The risk going forward: A substantial decline in construction activity

ÅJust China has so far reported Q3 data

ÅMeasured in purchasing parity adjusted prices, the Chinese GDP has been larger than the GDP in the US since 2017 

China
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Industrial production up just 0.1% in Sept, ŦŀǊ ōŜƭƻǿ ǘƘŜ ΨƴƻǊƳΩ

Official y/y growth rate down 2.2 p to 3.1%, 0.7 pp below expectations. Level still 2% above p-p trend

ÅOur calculation suggest a smaller decline in the annual rate, to 6.1%

ÅProduction grew by 0.1% m/m, the weakest growth rate since duringthe sharp setback lastJan/Feb. Sharp production cuts in steel and 
cement, and now aluminium and autos (all down 10 ς20% from recent peaks) have contributed to the slow monthly growth 

ÅProduction is 11҈ ŀōƻǾŜ ǘƘŜ 5ŜŎ Ψмф ƭŜǾŜƭ ŀƴŘ 2% abovea reasonable pre-corona growth path. Not that bad

ÅBoth supply and demand factors may be limiting factors the coming months ςsupply side probably most important short term but 
construction poses a substantial risk on the demand side. Business surveys signal somewhat slower growth, and well above the 0.1% rate in 
September

China



41

Steel, cement & aluminum further down in September

All down 10% - 20%+ from the peaks in late 2020 or early 2021! 

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 more than 20%, alongside the decline in construction stars! We assume there are more 

reasons for the cut in steel production 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). Check the long term charts here

» Other ΨŎƻƴǎǘǊǳŎǘƛƻƴ ǊŜƭŀǘŜŘΩ ǎŜŎǘƻǊǎ ƭƛƪŜ ŎƻǇǇŜǊ ŀƴŘ ǇƭŀǘŜ Ǝƭŀǎǎ ƘŀǾŜ ƪŜǇǘ ǳǇ ŦŀǊ ōŜǘǘŜǊ (but plate glass sharply down in Sept)

» Auto are yielding too, due to lack of components ςas in the rest of the world

» Growth in still strong in electronics, furniture and metal products

China
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Electricity production up in Septemberbut has almost flattened

Domestic transport may have slowed somewhat ςpartly Covidrelated (data just through Aug)

ÅSeaport traffic is not terrific either, somewhat strange given the surging exports (but imports have slowed)

China
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Retail sales gained speed in September but the trend is not impressive at all

Real sales rose 0.6% in Sept (our calc),the bestsinceFeb, the nominal y/y rate 4.4%, 1 pp aboveexp.

ÅNominal retail sales were up 4.4 y/y in Sept, up from just 2.5% in August, and above market expectationsat 3.4%. (These 
annual growth rates are close to useless due to the base effects)

ÅIn nominal terms sales rose by 0.3% m/m in Sept, we assume it rose by 0.6 % in volume terms
» Since last November the underlying volume growth rate has been less than 2%.Before the pandemic growth equalled some 6% p.a, and the 

slowdown is dramatic. Thefight against thevirusmayexplain some of the slowdown, but it is probably more than that

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% in Sep, history revised down, againςand level is 8% below pre-Covidtrend!!

ÅMeasured YTD, nominal urban investments rose 7.3% in September (still a silly number, due to the setback last spring/summer), 
down from 8.3% in August, 0.6 lower than expected

ÅGrowth m/m was just 0.2% in nominal terms in September, and the previous months was once more revised down (for the 5th

month in row!). Growth was gradually slowing before the pandemic, to some 0.4% per month. Now growth is far slower, just 
0.1% per month so far in 2021! As inflation has picked up, investments must be falling in real terms! We now even estimate a 
zero growth in real terms in September

ÅThe investment level is 8% 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
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Construction activity further down in September but no acceleration
Both new home sales & starts down 1-2%, sales down 18% from Feb/March, starts down 15% from Q4

ÅNew home saleshave fallen almost 20% from early 2021, following the spectacular 30% increase fromthe low in early2020. Sales 
are back to the pre-pandemic level ςso no disaster, at least not yet ςŀƴŘ ǎŀƭŜǎ ŦŜƭƭ ΨƧǳǎǘΩ н҈ ƳκƳ ƛƴ {ŜǇǘŜƳōŜǊ

ÅHousing startsfell further too, and starts are now more than 10%below the pre-pandemic level. Starts have been running below 
sales most of 2021, signalling an inventory drawdown

ÅNon-residential construction rose a tad in September, but is down more than 15% since last summer, and the level is below the 
pre-p level. However, the decline is not accelerating

ÅIn sum, construction startsare on the way down ςŀƴŘ ǘƘŜ ŘƻǿƴǎƛŘŜ Ǌƛǎƪ Ƙŀǎ ƻŦ ŎƻǳǊǎŜ ƛƴŎǊŜŀǎŜŘ ŘǳŜ ǘƻ ǘƘŜ ΨŦƛƴŀƴŎƛŀƭ ǎǘǊŜǎǎΩ ƛƴ ǘƘŜ 
real estate sector. Look up for demand (or supply??) for steel, check next page. Luckily, starts have already fallen substantially
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Construction & domestic demand for steel down, steel now -20%

¢ƘŜ ǊŜŀǎƻƴ Ƴŀȅ ǇŀǊǘƭȅ ōŜ ǘƘŜ ΨƻŦŦƛŎƛŀƭΩ ǎǘƻǊȅ ƻƴ ƳŜŜǘƛƴƎ нлол CO2 targets but demand is down for real too?

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)
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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

47

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) 
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Exports are still surging, imports have slowed. And a record high trade surplus!

Exports 8% higher than expected, imports 4% lower

Å Exports increased by 2% in USD terms in Sept and 30% y/y, up from 25% in Aug, expected down to 22%. Export volumes most likely rose too and the level is 
extremely high, up almost 30% vs the pre-pandemic level and 16% up vs. the pre-pandemic trend growth path! Signals still strong demand for goods. Prices are 
up 10% y/y (our est.)

Å Importsvalues fell 4% m/m but are up 18% y/y, down from 30% in Aug, expected up 22%. Recent months import values have stalled, and as prices have 
climbed, import volumes some 7% since the spring ςfrom a high level. Import volumes are back to the pre-pandemic trend growth path. Oil and iron ore 
imports werestill weak in Sept, while coal imports rose sharply

Å The trade surpluswas sharply up in August, at USD 72 bn (seas adj) a new ATH.  

Å For some time we have expected an export slowdown in H2 due to lower demand for goods in the rich part of the world ςbut we have so far been wrong. The 
decline in imports may signal lower domestic demand. Even if credit policy now may be turning expansionary, the lagged impacton the previous tightening 
may be felt in domestic demand
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China is running a substantial current account surplus

The C/A surplus was above 10% of GDP in 2007, fell to zero and is back to 2% again

ÅThe trade surplusin goods was some 3¾ % in Q3

ÅIn services, China runs a 0.6% deficit (Q2), down from -2% in 2015 ς2019(but from zero 10 years ago). For the time being, 
the Chinese do not travel abroad (and we do not visit them either)

ÅChina runs a marginal deficit in net (mostly capital) income from abroad, even if the countryhas a huge net + financial 
position
» China has invested much in low yielding US government bonds; foreigners are investing in profitable production capacity in China

China



50

Iron ore imports have fallen 10%+, and the trend is still down
Authorities have curbed steel production in order to bring CO2ŜƳƛǎǎƛƻƴǎ Řƻǿƴ όƛƴ нлолΧύΦ ¢ƘŜȅ ǎŀȅ

Å Iron ore import have fallen more than 10% since late last 
summer, and fell in September, following an uptick in August

ÅSteel production has fallen sharply recent months, by more 
than 10%. Domestic demand is down, most likely due the 
decline in construction activity
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Coal imports sharply up in September, up to one of the best months ever

Guess they found out that they had too little of the dirty stuff
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