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The (short) virus story
ÅThe virus will not lay down. Last week, 26 countries, many of them in Eastern Europe, reported more cases, while 16 countriesreported a decline 

cases. Even in Western Europe several countries are reporting more cases, and UK the no. of hospitalised persons are once more on the way up. 
In Eastern Europe, vaccination rates are too low ςbut more vaccinations are seemingly needed elsewhere too

ÅWe still think the rich part of the world, and most of Asia, and Lat-Am has won the fight against the virus, at least in the sense that wide spread 
lockdowns with serious economic consequences will not be needed

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 trending clearly upwards vs the 2019 level

The economy, part I
ÅThe global economy

» The preliminary October PMIswere in sum better than expected even if the EMU surveys disappointed, as both US, UK, Japan and Australia 
reported higher growth, and better than expected. The uncertainty vs. the final data are larger than usual as the rich part of the world has 
been reporting a slowdown, while emerging markets have been reporting faster growth (though still below the DM growth rate) ςand no EM 
has yet reported. We assume a 1 ς1½ lift in the global composite PMI, up to above 54, signalling a 4% growth pace in global GDP. The delivery 
times index rose to the highest level ever, and price inflation accelerated again ςclearly creating more challenges for central banks. We still 
ǘƘƛƴƪ ǘƘŜ Ǌŀǿ ƳŀǘŜǊƛŀƭκƭƻƎƛǎǘƛŎ ΨŎǊƛǎƛǎΩ ǿƛƭƭ ƴƻǘ ƭŀǎǘ ŦƻǊ ǎŜǾŜǊŀƭ ǉǳŀǊǘŜǊǎ ŀƘŜŀŘΣ ŀǘ ƭŜŀǎǘ ƛŦ ŘŜƳŀƴŘ ƛǎ ƴƻǘ ŀƭƭƻǿŜŘ ǘƻ ŜȄǇƭƻde (read: higher interest 
rates). ¢ƘŜ ǊŜŀƭ ΨƭŀǎǘƛƴƎΩ ƛƴŦƭŀǘƛƻƴ Ǌƛǎƪ ƛǎ ƘƛƎƘŜǊ ǿŀƎŜ ƛƴŦƭŀǘƛƻƴ ƛƴ ǘƘŜ ¦{Σ ǇƻǎǎƛōƭŜ ƛƴ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ŀǎ ǿŜƭƭ 

» Interest rate expectations rose sharply last week too, by up more than 20 bps in the US, and 25 bps in UK. In the US, market expect the first 
hike in Q2 next year, and 1 or 2 more hikes in H2 next year. In the long end of the curve, far less drama ςand real rates fell last week. Inflation 
expectations moderated 5 y 5 y fwd, but rose sharply over the first 5 years of the curve, +20 bps to 2.91%. In UK the short end of the curve is 
up more than 75 bps during recent week. Markets are now expecting a hike in UK next week or in December, and then 3 or 4 morehikes 
during 2022. 

» Due to the rise in inflation, more EM central banks are lifting their signal rates, and globally, more than half of the rate cuts last spring is 
reversed (the world weighted). Last week Russia hiked by 75 bp, and by 325 bps from the bottom, to 6.25%. Brazil has hiked 425 bps to 6.25%, 
Turkey by 675 bps to 15.75%. India has not hiked, neither has China (and the latter is probably contemplating cutting rates in order to stabilise 
the real estate sector

ÅChina
» Existing home prices declined in August, and fell further in September, by 2.4% m/m (annualised). Prices are still up 2.4% y/y. New home 

prices fell slightly in September, for the first time since 2015

Last week



ÅUSA

» CŜŘΩǎ ǊŜƎƛƻƴŀƭ ƴŜǘǿƻǊƪΣ ǘƘŜ .ŜƛƎŜ ōƻƻƪ reports slightly slower growth both due to Covid-19 trouble and supply side factors, both lack of 
supplies and labour.  Prices and wages are increasing fast. A clear message to the FOMC? Powell warned Friday that price pressures may prove 
less transitory ςand signalled that tapering will be announced soon. A decision next week is now very well communicated

» Manufacturing production was weaker than expected in September. Auto production fell sharply, while production of business equipment 
grew. Capacity utilisation is above average (Federal Reserve) or record high (the ISM semi-annual survey)

» Housing permits & starts fell in September, and both are trending flat to down so far in 2021, mostly due to supply constraints and the hike in 
material costs. The homebuildersbecame more optimistic but the housing market index (NAHB) does not necessarily imply higher housing 
starts. Existing home sales rose in September, as did 2nd hand prices. The inventory of unsold homes is at a rock bottom level. 

ÅEMU

» Core HICP inflation was confirmed at 1.9%, headline at 3.4% in September. Energy explains the differential. Core inflation is still below ECBs 
new (symmetric) 2% target

» Consumer confidence rose further in October, and is well above average, and higher than before the pandemic  

ÅUK

» Inflation surprised slightly at the downside in September but remains  far above the inflation target.  Retail sales fell further probably due to 
supply constraints as well a normalisation of demand for goods. Now sales are back to the pre-pandemic trend growth path

ÅSweden

» House price inflation is probably slowing but the labour market is tightening. A record high no. of unfilled vacancies in September

ÅNorway

» SSBs manufacturing survey reports continued strong growth in demand but increasing capacity constraints due to lack of raw materials, labour 
ŀƴŘ Ǉƭŀƴǘ ŎŀǇŀŎƛǘȅΦ Lƴ ŦŀŎǘΣ ƳƛȄ ōŜǘǿŜŜƴ ŘŜƳŀƴŘ ƻǊ ǎǳǇǇƭȅ ŦŀŎǘƻǊ ƛǎ Ƙŀǎ ōŜŜƴ ΨǎǘǊƻƴƎŜǊΩ Ƨǳǎǘ ƛƴ нллуΦ [ŀōƻǳǊ ǎƘƻǊǘŀƎŜǎ ƘŀǾŜ ōeenhigher just 
during two episodes since 1995

» Norges Banks bank lending surveydid not reveal any material changes in demand or credit standards. Lending margins are under pressure for a 
while since it takes time to effectuate lift in lending rates

» More housing permits were given in September following two modest months. Other construction starts have turned slightly upwards

Last week: The economy, part II



ÅUSA
» The most important data point this week is the Q3 Employment Cost Index, as the ECI is 

the only indicator that has not reported any material acceleration in wage growth. An 
uptick is expected but nothing like other indicators are signalling

» Q3 GDPgrowth is expected to slow to 2.4% (0.6% not annualised), from 6.7% (1.6%) in Q2. 
Private consumption has almost flattened but business investments continued upwards. 
The risk vs. the headline estimate is on the downside

» Will house price inflationstay at 20%? Durable ordersare still going strong too, and survey 
data are still signalling growth above trend. 

ÅEMU
» Q3 GDP data will be reported on Friday. A 2.1% (8.7% annualised!) growth rate is expected, 

down from 2.4% (10% annualised) in Q2. We deem the risk vs. the consensus forecast to be 
on the downside. Just the aggregate growth number is published

» The ECBhas signalled that a revised QE program will be announced. Rates are stuck, even f 
there is some debate here too. However, as long as wage inflation remains low, inflation 
will not become more than a transitory problem. The core CPI is still below 2%, at least 
until October data are published this week. An unch. annual rate at 1.9% is expected

ÅNorway
» We expect employment (register data) to continue upwards, and unemployment(NAV & 

LFS (AKU) to decrease further, at least the less volatile NAV registered data

» Retail salesis on the way down to more sustainable levels but sales data has also been 
ΨŘƛǎǘƻǊǘŜŘΩ ōȅ ŀ ƘǳƎŜ ŘŜŎƭƛƴŜ ƛƴ ǎŀƭŜǎ ƻŦ ōǳƛƭŘƛƴƎ ƳŀǘŜǊƛŀƭǎ όǿƘƛŎƘ ƛǎ Ƴƻǎǘƭȅ ǘƻ 
ǇǊƻŦŜǎǎƛƻƴŀƭǎύΦ IƻǳǎŜƘƻƭŘǎΩ consumption of goodshas kept up far better - but will very 
likely come down the coming months and quarters as more will be spent on services, and 
abroad (especially in Sweden)
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The Calendar: US, EMU GDP; US empl. costs; ECB; NOR labour market and retail sales

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

Time Count. Indicator Period Forecast Prior

Monday Oct 25

08:00NO Employees &  wages Sep

10:00GE IFO Expectations Oct 96.5 97.3

14:30US Chicago Fed Nat Activity Index Sep 0.29

Tuesday Oct 26

15:00US S&P CoreLogic CS 20-City YoY Aug 20.1% 20.0%

16:00US New Home Sales Sep 758k 740k

16:00US Conf. Board Cons. Confidence Oct 108 109.3

Wednesday Oct 27

10:00EU Credit growth Sep

14:30US Advance Goods Trade Balance Sep -$88.2b -$87.6b

14:30US Durable Goods Orders Sep P -1.0% 1.8%

14:30US Cap Goods Orders Nondef Ex AirSep P 0.4% 0.6%

Thursday Oct 28

01:50JN Retail Sales MoM Sep 1.5% -4.1%

08:00NO Retail Sales MoM Sep -1.0% -3.8%

08:00NO Consumption of goods Sep -1.8%

08:00NO AKU Unemployment Aug 4.2%

09:00SW Economic Tendency Survey Oct 119.9

09:30SW Retail Sales MoM Sep 0.7%

11:00EC Economic Confidence Oct 116.6 117.8

13:45EC ECB Deposit Facility Rate Oct-28 -0.5% -0.5%

14:00GE CPI YoY Oct P 4.4% 4.1%

14:30US Initial Jobless Claims Oct-23 294k 290k

14:30US GDP Annualized QoQ 3Q A 2.4% 6.7%

JN BOJ Policy Balance Rate Oct-28 -0.1% -0.1%

Friday Oct 29

JN BOJ Policy Balance Rate Oct-28 -0.1% -0.1%

01:50JN Industrial Production MoM Sep P -2.5% -3.6%

07:30FR GDP QoQ 3Q P 2.3% 1.1%

NO Consumer confidence Oct

08:00NO Hotel guest nights Sep

08:00NO Credit Indicator Growth YoY Sep 5.3%

10:00NO Unemployment Rate Oct 2.3% 2.4%

10:00GE GDP SA QoQ 3Q P 2.2% 1.6%

11:00EC GDP SA QoQ 3Q A 2.1% 2.2%

11:00EC CPI Estimate YoY Oct 3.7% 3.4%

11:00EC CPI Core YoY Oct P 1.9% 1.9%

14:30US Employment Cost Index 3Q 0.8% 0.7%

14:30US Personal Income Sep -0.1% 0.2%

14:30US Personal Spending Sep 0.5% 0.8%

16:00US U. of Mich. Sentiment Oct F 71.4 71.4
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.ǳǘ ƛǘ ǿƻƴΩǘ ƭŀȅ ŘƻǿƴΧ ²Ŝ ƘŀǾŜ ǘƻ ǇƛŎƪ ǳǇ ƻǳǊ ƻƭŘ ŎƘŀǊǘǎ

A majority of countries are reporting more cases again

Covid-19

Å26 countries reported more caseslast week, most of them 
in Eastern Europe, but even some countries in Western 
Europe, like UK, Germany,  France, Denmark, and Norway. 
However, just ǘƘŜ ¦Y Ƙŀǎ ǊŜŀƭ ΨǘǊƻǳōƭŜΩ ƛƴ ǘƘŜ West, with 
more hospitalisations again. Just 15 countries reported 
fewer cases

ÅA Delta+ variant is around, but the main problem is low 
vaccination rates in Eastern Europe 
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The UK is reporting more hospitalisations again ςand Europe has flattened

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 down but not weak

India

Global economy
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Global airline traffic still down 19% vs the 2019 level

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

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

Global economy
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PMI very likely recovered further in October

We estimate a 1 ς1.5 p lift in the global composite PMI to 54.2, signalling a 4% growth pace

Å The global PMI was better than we initially assumed in both Aug & Sept, as Emerging Markets fared much better than the rich part of the world, at least vs. 
m/m change in the PMI. We do not yet have any PMI from EMs but have assumed another increase in these surveys in October

Å However, the PMIs in the rich part of the world very likely rose too, as a further downturn in the EMU was more counterweighted by in increase in US, UK, 
Japan and Australia. The manufacturing sector reported slower growth (but still very high growth, while the service sector PMI recovered further)

Å Taken together, a significant lift in the global PMI in October, by 1 ς1.5 p to above 54, signalling a 4% growth pace in the global economy

Å Supply chain problems are escalating. The delivery times index shot up again, to another ATH

Å Prices are rising faster again. The composite PMI price index for rich countries is up to the same level as the peak in 2008

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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Manuf. output growth is slowing to below par, as delivery problems escalate

While order inflow is still growing fasterthan normal. Current capacity is (b)reached

ÅThe current capacity is more than reached. The question is of course: How much is capacity (transitory) impaired by 
the fight against Covid-19? It is impossible to know before after the fact 

ÅHowever, problems are most acute in Western countries where demand for goods have been much higher than normal. 
¢Ƙŀǘ Ƴŀȅ ƛƴŘƛŎŀǘŜ ǘƘŜ ΨƴƻǊƳŀƭΩ ŎŀǇŀŎƛǘȅ ƛǎ ƴƻǘ ƴŜŎŜǎǎŀǊƛƭȅ ƛƳǇŀƛǊŜŘ ōǳǘ ǊŀǘƘŜǊ ǘƘŀǘ demand for goods is exceptionally 
strongςof course buoyed by exceptionally fiscal and monetary policy measures during the pandemic
» An example: US import volumes are 10% above the pre-pandemic level (however below the 2012-18 trend path, import fell during 2019) 

Global PMI



The last services PMI priced based on preliminary 
PMIs from EMU, Japan, UK, and the US
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The global PMI price index up again, close to the 2008 peak level

Prices indices up in October, both manufacturing & services, input & output prices

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

Global PMI - Inflation
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The US challenge: Prices are soaring all over the place

CƻǊ ƎƻƻŘ ǊŜŀǎƻƴǎΣ CŜŘΩǎ tƻǿŜƭƭ ŜȄǇǊŜǎǎŜŘ ǎƻƳŜ ΨŎƻƴŎŜǊƴǎΩ ǊŜƎŀǊŘƛƴƎ ƛƴŦƭŀǘƛƻƴ ƻƴ CǊƛŘŀȅΧ

ÅISM has not yet reported October data

USA PMI



ÅGrowth decelerated slightly to a modest to moderate pace (from 
moderate pace in the last report) in most districts past six weeks, 
ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ CŜŘΩǎ мн ŘƛǎǘǊƛŎǘ ōŀƴƪǎΦ [ƛƪŜ ƛƴ ǘƘŜ ƭŀǎǘ ǊŜǇƻǊǘΣ 
increased concerns due to the Delta variant, supply problems, and 
labour shortages were mentioned as reasons for decline in activity. 

» 2 districts reported strong growth (down from 3 districts 6 weeks ago)

» 10 districts reported modest to moderate growth

ÅDemand for leisure/hospitality serviceshave slowed as the Delta 
variant cases increased (Our comment: The virus is now on retreat). 
Auto saleswere weaker due to supply-side issues

ÅManufacturingreported above-average growth, despite supply chain 
challenges. Construction activityvaried, but was on average 
unchanged or slowed to some extent. Other sectors/activities grew at 
a slight to modest pace

ÅMost sectors are reporting further growth in employmentbut growth 
is slowing ςand difficulties attracting qualified workers persisted, and 
some firm reported cutting production due to lack of labour

ÅWage inflationaccelerated and many districts are seeing an upward 
pressure on wages. A growing number of firms offered signing bonuses 
and increased wages

Å Inflation was significantly elevated. With pervasive resource shortages, 
input prices pressures continued to be widespread. Many businesses 
were able to pass along costs to the consumer as demand remained 
strong

Å In sum:The reports out of the 12 districts are slightly more subdued 
than the previous reports, but growth is still satisfactory. The fact that 
the problems are largely supply-driven ςand still escalating ςshould 
just underpin that a demand-supporting policy is not necessarily the 
best tool and can be moderated 16

Beige book: Growth slowed slightly to a modest to moderatepace

The Delta variant has slowed growth but resource/labour shortages, wage/price pressure dominates

ÅNew signals from the Federal Reserve due to the Beige book?
» Tapering announcement: Delta problems are still present but will subside, and 

growth in US is low limited from the supply side, not the demand side. The 
inflation target is more than met, and there has been progress towards the 
maximum employment rate. The Fed could go ahead with a November tapering 
decision, reduce bond buying in December (and stop buying by Jun/July) 

» The Fed funds rate:When will the Fed start reflecting whether the maximum 
employment target may be/or could soon also be met ςsignalling that the 
interest rate may be lifted too? Or start reflecting on the risk for inflation 
becoming too high for too long? The Bank should have started now ςand 
acknowledge that an expansionary monetary policy now may counterproductive. 
Will Powell send a signal in November. Most likely, he will try to tread water, 
perhaps until the Dec FOMC meeting. The market expect the first hike in Q2-22!

USA
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Manufacturing production down in September ςlevel on par with Feb-20

Th auto sector to blame, off course - down 29% vs Feb-20!

ÅManufacturing productiondecreased 0.7% in September, expected up 0.2%, and August was revised down to -0,4% from +0.2% - in sum 1.5% 
weaker than assumed. Production is unch. from Feb-нлΣ ŀƴŘ ǘƘŀǘΩǎ ŀƴ Ŝŀǎȅ ŎƻƳǇŀǊƛǎƻƴΦ ¢ƘŜ ǇǊƻŘǳŎǘƛƻƴ ƭŜǾŜƭ ƛǎ ƭƻǿŜǊ ǘƘŀƴ ǘƘŜ ŀǾŜǊage 2012 ς
2019 level! 

ÅThe weakness in September was broad but the auto industry cut back production sharply, by 13% - due to supply challenges of course. Hurricane 
Ida did also contribute on the downside in September

ÅTotal industrial production, including utilities, mines/oil production fell by 1.3%, expected up 0.2% (and the hurricane was even more important 
vs total production, less oil in the Gulf area). August was revised down

ÅPMI/ISM and all other surveyssignal a continuedstrong recovery

ÅCapacity utilization fell a little in Aug/Sept, but remains above average. The ISM survey reports a record high utilization, check next page

USA
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Housing starts, permits down in Sept, still above pre-pandemic level

Starts have flattened, permits are down from a higher level in early 2021

ÅHousing startsdecreased to 1.52 mill in Sept , from 1.58 mill in August, expected marginally down from the previously reported 1.62 
mill

ÅBuilding permitsfell too, to 1.59 mill, from rose to 1.73 mill, up from 1.63 mill. in July, expected slightly down

ÅStarts have flattened in 2021Σ ŀƴŘ ōŀǊǊƛƴƎ ǎƻƳŜ ǎǘǊƻƴƎ ƳƻƴǘƘǎ ƭŀǘŜ ΨнлκŜŀǊƭȅ нмΩΣ ǘƘŜ ǎŀƳŜ ƎƻŜǎ ŦƻǊ ǇŜǊƳƛǘǎΦ ¢ƘŜ ƭŜǾŜƭ ƛǎ ǎƻƳŜǿƘŀǘ 
up vs. the pre-pandemic level. However, given the incredible strong existing home market, and soaring prices, starts should normally 
have strengthened further, amid still very low mortgage rates and a recovering economy

ÅSupply & capacity problems and higher cost in the building sector may explain the lack of response. However, those constraints may 
be easing, at least lumber is available at a far lower price than in the late spring

USA
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Existing home sales rose more than expected in September

tǊƛŎŜǎ ǊƻǎŜ ŦŀǎǘŜǊ ŀƎŀƛƴ ōǳǘ ŀǊŜ ǳǇ ΨƧǳǎǘΩ мо҈ ȅκȅ

ÅSales of existing homesjumped to 6.29 mill. (ann. rate) in September from 5.88 mill. (ann. rate) in Aug, expected up to 6.00 mill. Sales are down
7% from the local peak last autumn, but are almost 20% above the pre-pandemic level

ÅSales are no doubt kept down due to a very low inventory of unsold homes. However, there are reports on buyers becoming more cautious 
following the steep rise in prices, and households judge the timing is very bad for home buying  

ÅThe inventory of unsold homesfell marginally in both Aug & Sept, and the level is close to the lowest ever - and equals just 2.3 months of sales. 
During the 2005 boom, the i/s ratio was 4 months, in bad times is at 10 months. The median time at the market is just 18 days, down from 30 
days before the pandemic (and 120 days in 2011)

ÅPricesrose 1.2% m/m in Sept, the fastest rates since April. Still, the annual rate fell further, to 13.1% from 14.9%

USA
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Existing home prices still on the way up

ÅPricesrose 1.2% m/m in September, according to the 

realtors ςup from 0.5% in August. Growth has slowed 

somewhat, vs the spring sprint

» The annual rate fell to 13.9% from 14.9%

ÅOther price indices confirm a red hot housing market; 

prices are rising extremely fast, even after adjusting for 

the decline/slow growth last spring 

USA
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Budget deficit slightly wider in September, at 9% of GDP

Spending is more than 1.000 bn above the pre-pandemic level (5% of GDP), revenues far less 

ÅFederal expenses to USD 568 bn in Sept (seasonally adjusted), equalling 30% of (monthly) GDP. Spending is some 8% of GDP higher than 
before the pandemic mostly due to income security spending, and transfers to states

ÅFederal income rose to 332 bn, 19% of GDP ςand covering just 59% of the expenses. Revenues are just up 3% of GPD mostly due to 
higher tax payments from households that earn much more than before the pandemic

ÅThe actual deficit was at USD 62 bn in Sept, expected USD 59 bn. The seas. adj deficit equalled USD 174 bn or 9.1% of GDP. Over the 
past 12 months the Federal deficit has equalled 12.3% of GDP

ÅThe Federal Reserve ƛǎ ǎǘƛƭƭ ōǳȅƛƴƎ ƎƻǾΩǘ ōƻƴŘǎΣ ōǳǘ ΨƧǳǎǘΩ ŀǘ ŀ ǇŀŎŜ ŜǉǳŀƭƭƛƴƎ 4.5% of GDP. So no lack of paper for the rest of us (except 
that actual printing has slowed recently, due to the debt ceiling)

USA



ÅInflation is far above the 2% inflation target ςfollowing 
ǘƘŜ ǎǘŜŜǇ ǊƛǎŜ ƛƴ ǘƘŜ ŀƴƴǳŀƭ ǊŀǘŜ ǿƘŜƴ ƭŀǎǘ ȅŜŀǊΩǎ 
subsidies fell out of the annual rate

ÅTransport has lifted CPI by 1.1  pp.  2nd hand cars are 
sharply up, as are fuel prices (both 18-19%)

ÅResidential energy prices are up just up 2.8% y/y, and 
the total energy bill is up just 10% - and prices are lower 
than in 2019

ÅHowever, other prices are on the way up ςand Bank of 
England is worried and have clearly signalled than rates 
may soon be hiked

22

Inflation a tad down in September but monthly increase still too high

Total inflation down 0.2 pp to 3.0% & core down 0.1 to 2.9%; 0.1 ς0.2 pp below consensus

UK
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Swedish house prices up 0.5% in August ςpace is slowing but level still elevated

The annual price growth has fallen to 13%, from the peak at 19%

ÅThe annual price inflation fell to 12.5% in September from 
13.4% in August. In April the rate was 19% (as prices fall last 
spring)
» The underlying price growth (3m/3m) has slowed to just 3.2%

ÅApartment prices fell in Malmøand Gothenburg (seas. adj.) 
and prices are below the May/June level. Stockholm prices 
rose further and is at ATH in Sept

Å¢ƘŜ wƛƪǎōŀƴƪ Ƙŀǎ ΨǇǊƻƳƛǎŜŘΩ ǘƻ ƪŜŜǇ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ 
unchanged until 2025

Sweden
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{{.Ωǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŀ ǘŀŘ Řƻǿƴ ƛƴ vоΣ Ƴƻǎǘƭȅ ƻƴ ǎǳǇǇƭȅ ŎƻƴŎŜǊƴǎ

Signals growth well above trend the coming months, broad based

Å¢ƘŜ ŎƻƳǇƻǎƛǘŜ ƛƴŘŜȄ ƛƴ {{.Ωǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǊǾŜȅ fell to 8.8 in Q3 from 11Q2 (rev. up from 8), we expected an increase up 
to 12. The level is 5 p above the average (or +0.7 st.dev above avg, down from 0.9 Q2)
» The index signals growth well above trend in production, 3½ GDP growth and a 20% growth in expected corporate (OSEBX) earnings

ÅOrders are growing rapidly but not faster in Q3. Foreign orders are now increasing faster than domestic orders, and oil 
related industries reported a recovery
ÅSupply constraints the most serious since 2008. Demand/competition is far less of a problem than normal
ÅCompanies are reporting they expect prices to rise faster than ever (data from 1990)

Norway
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Limiting production: Supply factors far above average, demand far below

!ǎ ƛŦ ǿŜ ǿŜǊŜ ƛƴ ŀ ōƻƻƳƛƴƎ ŜŎƻƴƻƳȅΧ

ÅMore companies are reporting supply side factors as limiting production, up to the highest share since 2008 
» More companies are reporting  that lack of raw materials/electricity as a limiting factor than anytime before

» More companies are reporting supply of labour and plant capacity as limiting factors than since 2008

ÅFar fewer companies than normal are reporting lack of demand or competition as limiting factors. The share rose in Q3 but 
just marginally, from the lowest level since 2008

ÅNo demand crisis  ςand it never was during the pandemic

Norway
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Labour shortages further up, but still far below the 2008-peak

Manufacturers and other sectors reports very aggressive hiring plans

Norway

ÅTaken together with other surveys, SSBs manufacturing 
survey signals strong employment growth ςat the 
fastest pace since 2008
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{{.Ωǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǊǾŜȅ ǎƛƎƴŀƭǎ оѹ ҈ D5t ƎǊƻǿǘƘΣ ŀƴŘ ǎǘƛƭƭ ǎǘǊƻƴƎ 9t{ growth

ÅOur simple EPS-model is not perfect when oil prices are volatile

Norway
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FRAs: GBP rate expectations 25 bps last week, 75 bps past few weeks

The BoE will hike in November or December? And will hike 2 or 3 times next year?

FRA rates



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ29

Still mostly negative surprises ςbut not more last week either

Some signs of stabilisation past 2 ς3 weeks, perhaps has expectations adjust

Global economy

ÅBoth US, EMU and China surprises are on the downside

ÅEmerging Markets x China are still reporting better data than expected

ÅNorwayhas surprised sharply on the downside, according to Citi



Highlights
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PMI very likely recovered further in October

We estimate a 1 ς1.5 p lift in the global composite PMI to 54.2, signalling a 4% growth pace

Å The global PMI was better than we initially assumed in both Aug & Sept, as Emerging Markets fared much better than the rich part of the world, at least vs. 
m/m change in the PMI. We do not yet have any PMI from EMs but have assumed another increase in these surveys in October

Å However, the PMIs in the rich part of the world very likely rose too, as a further downturn in the EMU was more counterweighted by in increase in US, UK, 
Japan and Australia. The manufacturing sector reported slower growth (but still very high growth, while the service sector PMI recovered further)

Å Taken together, a significant lift in the global PMI in October, by 1 ς1.5 p to above 54, signalling a 4% growth pace in the global economy

Å Supply chain problems are escalating. The delivery times index shot up again, to another ATH

Å Prices are rising faster again. The composite PMI price index for rich countries is up to the same level as the peak in 2008

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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Manufacturing PMIs down, services up in October

Global PMI

ÅWe estimate a ¾ p decline in the manufacturing PMIbut a 1.5 p 
lift in services PMI

ÅThe slowdown in the manufacturing PMI seems to be broad in 
October too, but the level still strong in DM ςand EMS are 
probably on the way further up

ÅServices in the EMU continued down but are still reporting growth 
well above trend



33

Manuf. output growth is slowing to below par, as delivery problems escalate

While order inflow is still growing fasterthan normal. Current capacity is (b)reached

ÅThe current capacity is more than reached. The question is of course: How much is capacity (transitory) impaired by 
the fight against Covid-19? It is impossible to know before after the fact 

ÅHowever, problems are most acute in Western countries where demand for goods have been much higher than normal. 
¢Ƙŀǘ Ƴŀȅ ƛƴŘƛŎŀǘŜ ǘƘŜ ΨƴƻǊƳŀƭΩ ŎŀǇŀŎƛǘȅ ƛǎ ƴƻǘ ƴŜŎŜǎǎŀǊƛƭȅ ƛƳǇŀƛǊŜŘ ōǳǘ ǊŀǘƘŜǊ ǘƘŀǘ demand for goods is exceptionally 
strongςof course buoyed by exceptionally fiscal and monetary policy measures during the pandemic
» An example: US import volumes are 10% above the pre-pandemic level (however below the 2012-18 trend path, import fell during 2019) 

Global PMI



ÅIf it was mainly a Covid related problem: Why are not 
Asian counties reporting more delivery challenges?
» OK, transport bottlenecks may cause the problem, but what if 

those problems are mainly due to strong demand for goods in 
this part of the world?
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Delivery times index up to ATH again ςōǳǘ ƛǘΩǎ ǎǘƛƭƭ Ƨǳǎǘ ŀ ²ŜǎǘŜǊƴ ǇǊƻōƭŜƳΗ

Χ ŀǘ ƭŜŀǎǘ ƳƻǎǘƭȅΣ WŀǇŀƴ ƛǎ ǊŜǇƻǊǘƛƴƎ ǎƻƳŜǿƘŀǘ ƭƻƴƎŜǊ ŘŜƭƛǾŜǊȅ ǘƛƳŜǎ ǘƻƻ

ÅThe global delivery timesPMI sub-index(changes in delivery times vs the previous month) rose in both the US, EMU and 

Japan in October ςand very likely globally. These survey data confirm company statements, and a surging stream of media 

reports

Global PMI
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Both input & output prices climbed faster in October 

ÅBoth EMU and US manufacturing industries reported the steepest growth in both input and output prices everin 
October

Global PMI - Inflation



The last services PMI priced based on preliminary 
PMIs from EMU, Japan, UK, and the US
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The global PMI price index up again, close to the 2008 peak level

Prices indices up in October, both manufacturing & services, input & output prices

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

Global PMI - Inflation



37

Services pick up steam again ςas Delta retreats? Manufacturing down, still strong

The composite 57.3 level signals a 4% GDP growth pace

ÅThe composite PMI  climbed 1.7 to 56.8; expected up 0.2 p

» The manufacturing index fell by 1.6 p to 59.2, expected down just 0.2 p. Still, the level is of course still a veryhigh

» The services PMI gained 3.3 p to 58.3, expected up 0.2 p. The level is well above average

ÅThe Delta outbreak is easing and may explain the recovery in the service sector PMI. Companies reported they have been 
able to employ more people in October

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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The US challenge: Prices are soaring all over the place

CƻǊ ƎƻƻŘ ǊŜŀǎƻƴǎΣ CŜŘΩǎ tƻǿŜƭƭ ŜȄǇǊŜǎǎŜŘ ǎƻƳŜ ΨŎƻƴŎŜǊƴǎΩ ǊŜƎŀǊŘƛƴƎ ƛƴŦƭŀǘƛƻƴ ƻƴ CǊƛŘŀȅΧ

ÅISM has not yet reported October data

USA PMI
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Philly Fed survey down in October, still far above an average level

Order inflow is still close to the best level in 40 years, and prices are climbing faster than in 40 years

ÅThe general activity indexfell to 23.8 in October from 30.7 in September, expected 24.5 still above an average level of 
10. In April, the index was at 60, the 2nd highest level in the history (data back to 1968). 

ÅAn average of the most relevant sub-indicesroseto 34 in October from 23 in September, or to +1.6 st.dev above 
average (from 1.3) ςsignaling growth above average

ÅThe new ordersindex shot up 14.9 to 30.8 in October. Delivery timesgrew sharply again, and input pricesand output 
prices are still growing faster than in many generations 

USA
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Manufacturing surveys so far in October: 1 up, 2 down

tƘƛƭƭȅ CŜŘ ǊƻǎŜ όǘƘŜ ŀǾŜǊŀƎŜ ƻŦ ΨǊŜƭŜǾŀƴǘΩ ŎƻƳǇƻƴŜƴǘǎΩύΣ ǘƘŜ b¸ CŜŘΩǎ 9ƳǇƛǊŜ ƛƴŘŜȄ ŀƴŘ taL ŦŜƭƭ

Åb¸ CŜŘΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǊǾŜȅ ŦŜƭƭΣ ōƻǘƘ ǘƘŜ ƘŜŀŘƭƛƴŜ ŀƴŘ ǘƘŜ Ƴŀƛƴ ŎƻƳǇƻƴŜƴǘǎΦ

USA
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EMU PMI weaker on supply chain constraints& virus concerns

Weakest expansion in 6 months ςsupply bottlenecks and rising input and output costs dominate

ÅThe composite PMI fell 1.9 p to54.3 (expected down to 55.2), which signals a 1.7% pace of growth in GDP (or 0.4% 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 very decent levels. The German PMI fell to just 52, which does not signal stronggrowth

ÅThe service sector PMIfell 1.7 p to 54.7, expected 55.5

ÅThe manufacturing PMIfell 0.1 p to 58.5, expected down to 57.0

EMU PMI
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PMIs down everywhere, both in manufacturing & services

Still, economy is still expanding everywhere

ÅThe service sector PMIfell 1.7 p to 54.7

ÅThe manufacturing PMIfell 0.1 p to 58.5

EMU PMI
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Germany: PMI continued the fall in October ςas services PMI plunged

The composite PMI was down 3.5p to 52, expected down to 54

ÅThe prelim. manufacturing PMIdecreased by 0.2 p to 58.2, expected down 56.5. The auto sector is very likely to blame, 
while supplyconstraints are still restricting growth, and price pressures are weighing on sentiment

ÅThe service sector PMIfell sharply for the 2nd month, down 3.8 p to 52.4, expected at 55

ÅThe composite PMI now signals around 1% GDP growth, which is well below the German trend

EMU PMI
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Germany: Growth in orders further down, while employment growth rose a tad

Χ ƭŜǾŜƭǎ ŀǊŜ ǎǘƛƭƭ ƻƪ

ÅWeaker demand for new autos in particular is drawing on new orders

EMU PMI
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France: The manuf. PMI further down in Octoberςlevel still decent

The comp. PMI still signals 2.5% growth, which is not impressive following the reopening of society

ÅThe servicesPMI was up 0.4 p to 56.6 (1.1 p above expectations), while the manufacturingPMI fell 1.5 p to 53.5, 0.5 p 
below expectations

ÅReported demand is still strong but supply-chain problem is putting a drag on the manufacturing sector

ÅThe composite index fell 0.6 p to 54.7, which was in line with market expectations

EMU PMI
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UK PMIs up in October ςservices PMI jumped to 58!

Supply constraints are still curbing growth in manufacturing and input cost pressures hit another ATH

ÅThe composite PMI rose by2.4 p to 56.8, signalling 2.6%
growth (but the precision is not that impressive). The 
market expected a print of 54

ÅThe total manuf. PMI was up 0.6p to 57.7

ÅServices PMIincreased by 2.6p to 58, expected down 0.9 p

ÅEmployment growth remains near ATH, but firms cannot 
find workers and wages are increasing, putting a pressure 
ƻƴ ōǳǎƛƴŜǎǎŜǎΩ ōƻǘǘƻƳ ƭƛƴŜ

UK PMI




























































































































