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The (remaining) virus story
Å A majority of countries still report more cases but growth slowed in most of these countries last week. Eastern European countries are struggling, and hospitals 

are overwhelmed but social distancing (and immunity through infections) will have to do the job, as people hesitate getting vaccinated 

Å UK reported fewer cases last week. Hospitalisation are falling most places or remain stabile at low levels. The risk for a health crisis that will slow the 
economies in Western Europe or in US is very low. Mobility is stable at high levels  

Å The virus is on the retreat in Asia too, and mobility has recovered substantially

The economy, part I
ÅGlobal monetary policy

» Brazil hiked the signal rate by 1.50 pp to 7.75%, the largest hike in almost 20 years. Canada signalled it will end its QE program and start hiking interest 
rates earlier. Australia may abandon its Yield Curve Control policy, and the short end of the curve shot up late last week. Globally, more than half of the 
interest rate cuts conducted last year are now reversed, thanks to some 30 Emerging Market countries that have started hikingrates

ÅChina

» The Chinese PMIs published so far are on the weak side but does not signal a sharp setback. The NBS survey reported a 0.9 p decline to 50.8, with the 
ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊ ƛƴ ǘƘŜ ΨƭŜŀŘΩΦ aŀǊƪƛǘΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǘƻǘŀƭ taL ǊƻǎŜ лΦс Ǉ ǘƻ рлΦсΦ ²Ŝ ŀǎǎǳƳŜ ǘƘŜ ŀǾŜǊŀƎŜ ƻŦ ǘƘŜ ǘǿƻ taLsurveys declined by 0.7 p, 
signalling growth below somewhat par into Q4 as well. The steel industry reported an unusual steep decline in October, while the construction reported 
better (but far from strong) growth in orders

» Other Asian countriesreported far better manufacturing PMIs, on average, just South Korea signalled slower growth

ÅUSA

» GDP grew just 2.0% in Q3, somewhat less than expected. The decline in the auto industry reduced GDP growth by 1.5 pp. As a consequence, private 
demand grew at a slow pace too. The Delta variant slowed the recovery in services. Business investments grew weaker than expected too. Prices are of 
course surging but at a tad slower pace than in Q2. Wage costs are accelerating, and a government subsidies to the corporate sector declined, we estimate 
a decline in corporate profits- and we expect more to come as the tight labour market lifts labour costs even faster than prices. 

» The Employment Cost Index grew 1.3% in Q3 (5.4% annualised), at the fastest q/q pace since 1991, and far above the expected 0.8 ς0.9%. The annual rate 
rose to 3.7% from 2.8%, the highest since 2004. In the private sector, employment costs grew even faster (1.4%/4% y/y). Thus,now all main wage 
indicators tell the same story, wage inflation has accelerated. At the present pace, at least 1 pp higher wage inflation than over the past 5 ς10 years, it is 
far from given that inflation will return to 2%. In addition, given the tight labour market, a further acceleration in wage inflation quite likely

» Household spendingrose and incomefell in September as Federal unemployment benefits were terminated ςand the savings rate fell almost 2 pp back to 
the pre-pandemic level. PCE inflation is slowing m/m as the core rose just 0.2%, as expected. However price increases are broadening, and the Fed has 
fewer excuses left. Consumer confidence surprised at the upside. Households deem jobs very easy to get ςit has never before been easier

» Existing home price inflationhave peaked (m/m) but the broad indices are still up 17 ς20% y/y. New home sales surprised on the upside in September. 
New home prices are climbing at the same pace as existing home prices, and well above construction cost inflation, signallingthat land prices are surging 
on record strong demand for homes. The inventory of new homes is very low, but more starts will help, over time

Last week



ÅEMU

» ECB tapers moderately but the board postponed to December how to replace the EUR 80 bn/month PEPP programs that runs until March. The 
bank recognises that inflation will stay higher for longer, but expect a decline to below 2% in 2023, and given that forecast, an interest rate hike 
is out of question. Markets are not so sure, a small hiked is discounted by end of next year 

» GDPgrew by 9.1% in Q3 (2.2% not annualised), a tad faster than expected and than in Q2. GDP is still 0.5% below the Q4-19 level but will 
probably cross the line in Q4. Spain is the big laggard, down 6.6% vs the pre-pandemic level, due to lack of tourists

» Headline CPI inflationsurged 0.7 pp to 4.1% in October, 0.4 pp higher than expected, and the core surprisingly accelerated 0.2 p to 2.1%. Still 
underlying core inflation is not that high, and as long as wage inflation remains moderate, inflation will not be a problem for a long while. So, 
the ECB may be right. On the other hand, more companies than ever before plan to hike their selling prices, according to the EU business  
survey ςthat was among the best, growth wise too

ÅJapan

» Manufacturing production fell 5.3% in September following the 3.6% setback in August ςmuch of it due to a sharp decline in auto production. 
Retail sales recovered some of the August decline in September but has been trending down recently, at least partly due to Covid-19. Now   
mobility has recovered substantially

ÅSweden

» Retail salesfell 0.3% in September but are 7% above the pre-pandemic level. Business confidence remains very strong

ÅNorway

» The no. of employees rose by 0.9% in September, according to payrolls data, and the LFS (AKU) confirm the strong trend. The employment rate 
is above the pre-pandemic level. LFS unemployment fell by 0.2 pp to 4.0%, and would have been lower than before the pandemic if not for the 
surge in the participation rate. NAV registered unemployment ŦŜƭƭ ŦǳǊǘƘŜǊ ƛƴ hŎǘƻōŜǊΣ ǘƘŜ ƎǊŀƴŘ ǘƻǘŀƭ Řƻǿƴ млΩ ǘƻ молΩΦ ¢ƘŜ ƻǊŘƛƴŀǊȅ ƻǇŜƴ ǊŀǘŜ 
down to 2.5%, well below the long term average, as expected. The inflow of new vacancies rose further, for the 7th month in row. Very likely, the 
unfilled vacancy rate rose further in Q3. Still, wage inflation is not accelerating, according to the payroll stats

» Retail sales rose 1% in September, expected unchanged. A 7% lift in building materials explained half of the lift. Sales are still above reasonable 
long term trends in most branches 

» Credit growth was stabile at 5.3% in September. Household debt grew less than we assumed, and growth is not accelerating. Growth in the 
corporate sector debt is slowly increasing

Last week: The economy, part II



ÅGlobal economy
» The preliminary indices suggest at further lift in the global composite PMIin Oct, signalling growth above trend. 

The output component in the manuf. survey probably fell further, due to lack of supplies - orders are still 
growing at a fast pace. However, services recovered further, as the Covid-19 was beaten back. Emerging 
Markets have been picking ups steam since the summer, and we expect more to come Oct. Delivery times are 
surging, as are input and output prices ςsignalling that prices pressure from the supply side has not peaked yet

» Many countries will report Oct auto sales through the week ςand we do not expect any recovery, based on 
reports from major manufacturers. The supply side squeeze has not eased

ÅChina
» Exports have so far been very strong, the level is far above the pre-pandemic growth trajectory. while imports

have sagged recently. The latter may indicate a slowdown in domestic demand ςwhich Chinese data confirm

ÅUSA
» The Federal reservewill formally announce the plan for scaling back the QE program. The bank may start 

tapering immediately or in Dec, and finish by June/July. The bank will also acknowledge the risk for inflation to 
be less transitory than hoped for, and it should recognise the uncertainty on how far the US is from maximum 
employment. The bank would then signal that the Fed funds rate might be hiked earlier than so far assumed 
(which the market has not discounted, a start in in Q2 or Q3 next year)

» The labour market reportmost likely will confirm a further tightening of the labour market. The participation 
rate is the most important figure alongside hourly wages. The growth/inflation outlook is dismal without a 
substantial recovery in labour force participation after the termination of the temporary unemployment benefit 
programs in early Sept, given the current strong demand for labour. The NFIB (SMBs) will also report the labour 
market part of its October report, lack of labour, hiring & compensation plans

» GDP data suggests a decline in productivity in Q3, and a substantial lift in unit labour costςthe main (and 
almost only) driver of inflation over time 

ÅEMU
» Retail sales are expected further up, at a modest pace, while country reports on manufacturing production will 

reveal continued problems in the auto sector

ÅUK
» Will the Bank of England hike the bank rate? Economists do not think so, but the market has moved towards a 

hike at this meeting. If not in Nov, then in Dec

ÅNorway
» Norges Bank ǿƛƭƭ ƴƻǘ ƘƛƪŜ ŀƎŀƛƴ ŀǘ ǘƘŜ Ψƛƴ-ōŜǘǿŜŜƴΩ ƳŜŜǘƛƴƎ ƻƴ ¢ƘǳǊǎŘŀȅΣ ōǳǘ ǘƘŜ ƳŜǎǎŀƎŜ ŦǊƻƳ ǘƘŜ ōƻŀǊŘ ǿƛƭƭ 

not leave any doubt vs the planned December hike. No press conference is planned

» The flow/inventory balance at the housing market suggests a rapid increase in house prices, both in Oslo and in 
the rest of the country. However, higher interest rates weights on the downside. We expect a modest increase 
in house prices in October 5

The Calendar: Fed will taper, BoE may hike, NoBaconfirm Dec. PMIs + US labour market

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

Time Count. Indicator Period Forecast Prior

Monday Nov 1

08:00GE Retail Sales MoM Sep 0.4% 1.1%

08:30SW Manufacturing PMI Oct 64.6

10:00NO Manufacturing PMI Oct (58) 59.2

14:45US Manufacturing PMI,  Markit Oct F 59.2 59.2

15:00US Construction Spending MoM Sep 0.5% 0.0%

15:00US ISM Manufacturing Oct 60.3 61.1

Tuesday Nov 2

10:00EC Manufacturing PMI Oct F 58.5 58.5

16:00WO Manufacturing PMI Oct (54.2) 54.1

US Auto sales Oct 12.45m 12.18m

Wednesday Nov 3

02:45CH Services PMI, Caixin Oct 53.5 53.4

08:30SW Services PMI Oct 69.6

11:00NO House prices, MoM, s.a Okt (0.4%) 0.2%

11:00EC Unemployment Rate Sep 7.4% 7.5%

13:15US ADP Employment Change Oct 400k 568k

14:45US Services PMI, Markit Oct F 58.2 58.2

15:00US ISM Services Oct 61.8 61.9

19:00US FOMC Rate Decision (Upper B)Nov-03 0.25% 0.25%

Thursday Nov 4

08:00GE Factory Orders MoM Sep 1.9% -7.7%

10:00EC Services PMI Oct F 54.7 54.7

10:00EC Composite PMI Oct F 54.3 54.3

10:00NO Deposit Rate Nov-04 0.25% 0.25%

11:00EC PPI MoM Sep 2.3% 1.1%

13:00UK Bank of England Bank Rate Nov-04 0.1% 0.1%

13:30US Initial Jobless Claims Oct-30 278k 281k

13:30US Productivity 3Q P -2.5% 2.1%

13:30US Unit Labor Costs 3Q P 5.6% 1.3%

13:30US Trade Balance Sep -$75.0b -$73.3b

16:00WO Composite PMI Sep (54.1) 53.0

Friday Nov 5

08:00GE Industrial Production SA MoM Sep 1.0% -4.0%

08:45FR Manufacturing Production MoM Sep 0.4% 1.1%

11:00EC Retail Sales MoM Sep 0.3% 0.3%

13:30US Change in Nonfarm Payrolls Oct 400k 194k

13:30US Unemployment Rate Oct 4.7% 4.8%

13:30US Average Hourly Earnings YoY Oct 4.9% 4.6%

13:30US Labor Force Participation Rate Oct 61.6%

Sunday Nov 7

CH Trade Balance Oct $67b

CH Exports YoY Oct 28.1%

CH Imports YoY Oct 20.0% 17.6%
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¢ƘŜ ǾƛǊǳǎ ǿƻƴΩǘ ōŀŎƪ ŘƻǿƴΧ ²Ŝ ƘŀǾŜ ǘƻ ǇƛŎƪ ǳǇ ƻǳǊ ƻƭŘ ŎƘŀǊǘǎ

A majority of countries are reporting more cases again

Covid-19

Å26 countries were reporting more casesthe last week too,  
but growth has slowed substantially. Most likely Eastern 
Europe is now getting control of the spread the hard way, 
by social distancing and closing down some activities  

ÅJust 12 countries reported fewer cases, among them UK, 
following a substantial surge, visible even in hospitals
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The UK is reporting more hospitalisations again ςand Europe has flattened

Some Eastern European countries have trouble, as far too few are vaccinated

ÅHowever, most Western European countries report fewer ςand quite few ςhospitalised persons

ÅThe only risk now: A new vaccine resistant virus mutation 

Covid-19
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US mobility recovers, Europe/Nordics stay more home due to the temperature? 

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 flattened, global trade is sliding down

Now Emerging Markets demand for goods is recovering, while rich countries are heading down 

ÅRetail sales rose in August, and very likely in September according to our initial estimate, up 4% vs. the pre-pandemic level

ÅManufacturing productionstagnated in August and September mostly due deep cuts in auto production. The level is some 

5% above the pre-pandemic level

ÅGlobal foreign tradepeaked in May and has fallen slightly thereafter. In August, trade volumes were flat. The level is still 

more than 5% 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 x China, and the recovery has started

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 very likely underway 

ÅManufacturing production is still drifting upwards, most places,but growth has been hampered by a deep decline in auto 

production. 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  - but the gap is trending in

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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FRAs: Even EUR & SEK rates rose sharply last week

GBP rates continued upwards last week too and a first hike this week is now fully discounted

ÅIn 2022, 4 more hikes are discounted in the UK ςbut then the curve flattens! No more hikes in 2023!

ÅIn the US, the Fed is expected to start hiking between May and July next year ςand then at least another hike in H1 ς
and a Fed funds rate at 1.3% at the end of 2023 

ÅSEK rates shot up by up to 25 bps is one go last week! Market expect the Riksbank to start hiking late next year

FRA rates
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A steep increase in short term rates almost everywhere last week too

Χ ǘƘŜ ƭŜŀǎǘ ƛƴ ¦{5Σ bhYΣ Wt¸Φ ¢ƘƻǎŜ Řƻǿƴ ǳƴŘŜǊ όb½5Σ !¦5ύ ƛƴ ǘƘŜ ƭŜŀŘ

2 y swap rates

The AustralianRBA probablycontemplatesto 
abolishthe YieldControl Curvepolicy. The 2 y rate 
rose by 60 bps on the week(but the AUD was
kept in check)!
The Canadian BoCwill end its QE program and 
signals earlierrate hikes. The 2 y up 35 bps!
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Mixed manufacturing PMIs in October, in average up

Χ ǘƘƻǳƎƘ ǎǘƛƭƭ ōŜƭƻǿ рлΣ ŀƴŘ ƳŀǊƎƛƴŀƭƭȅ ōŜƭƻǿ ǘƘŜ мл ȅ avg

Å The NBS/CFLP manufacturing PMI declined 0.4 p to 49.2, expected up 0.1 p. The level 1.3 p belowthe average since 2012, and it has been lower just once since 
2012, barring the full stop during the Covid-19 outbreak last winter. The decline since early 2021 is also substantial, and in line the 2018 slowdown

Å On the other hand, aŀǊƪƛǘΩǎ taL recovered further, by 0.6 p to 50.6, expected unch. The level is 0.6 p, abovethe average since 2012. The output index fell still 
fell 0.2 p to 48.8, 1.8 pp below average

Å In sum, the two indices were marginally better than expected, in average up 0.1 p
» ¢ƘŜ b.{ ǎǳǊǾŜȅ ƛǎ ƳƻǊŜ ŎƻƴŎŜƴǘǊŀǘŜŘ Ǿǎ ƭŀǊƎŜ ǎǘŀǘŜ ƻǿƴŜŘ ŎƻƳǇŀƴƛŜǎΣ aŀǊƪƛǘΩǎ Ǿǎ ΨǎƳŀƭƭŜǊΩ ǇǊƛǾŀǘŜƭȅ ƻǿƴŜŘ ŎƻƳǇŀƴƛŜǎ

Å¢ƘŜ b.{ ǎǳǊǾŜȅ ǊŜŎŜƛǾŜŘ ƳŜŘƛŀ ŎƻƳƳŜƴǘǎ ƭƛƪŜ ΨǘƘŜ ŎƻƴǘǊŀŎǘƛƻƴ ƛƴ ǘƘŜ /ƘƛƴŜǎŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊ ǿƻǊǎŜƴŜŘΧΦΩ IƻǿŜǾŜǊΣ ƛƴ /Ƙƛƴŀ ŀ taL ōŜƭƻǿ рл ŘƻŜǎ ƴƻǘ 
imply a contraction but rather growth just slightly below trend, at some 5% ς6%. However, the correlation is not that close

China PMI
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Rest of Asia: Manufacturing PMIs broadly up, just South Korea down

Signals that activity is gaining speed again following the virus setback during the summer

Å9 PMIs are at or above the 50-line (from 6), 2 are below 
(from 5)

ÅIndonesia, India & Taiwan in the lead. Vietnam rose 
sharply to above the 50 line

ÅThe average x China is abovethe average since 2012

Asia PMI
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bƻǿ ƛǘΩǎ ΨƻŦŦƛŎƛŀƭΩΥ ǘƘŜ Empl. Cost Index joined the party, wages ARE on the way up

Employment costs rose at 5.7% pace in the privateǎŜŎǘƻǊ ƛƴ vоΣ ǘƘŜ ƘƛƎƘŜǎǘ ƻƴ ǊŜŎƻǊŘ όŘŀǘŀ ŦǊƻƳ Ψлмύ

ÅThe Employment cost index for all civilian workers, which measures wages and other wage costs for the same types of jobs (and is 
not influenced by changes in employment between sectors/type jobs), rose by 1.3% q/q in Q3, 0.5 pp (!) more than expected, or at a 
5.4% annualised pace, the fastest since 1991. The annual rate shot up to  0.9 pp to 3.7%, thehighest since 2005

» In the private sector, the ECI rose by 1.4% q/q, and it is up 4% y/y, the highest rate since 2003

» Wages & salaries in the private sector is up 4.6% y/y, highest since 1985. Benefits are up just 2.6 (and the sum 4.0%)

» In general, low paid services reported the highest wage growth, both q/q & y/y

ÅAll other wage indicators have reported higher wage growth for a while. Now even the ECI followed suit 

USA
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Now all wage indicators are reporting higher wage inflation

The ECI is still reporting the lowest annual wage growth

ÅAll wage indicators are reporting faster wage growth, and all reporting wage growth well above the average recent years, also if 
we apply a 2-year average growth rate, to exclude the impact of changes in the first part of the pandemic (chart to the right)

ÅWage/earnings/compensation is at least 1 pp above the 10 y average. There is an obvious risk that wage inflation will accelerate 
further (check next page) ςprobably until the next recession hits as the labour market is extremely tight

ÅOver the past 10 years, inflation has been close to 2%, and well above 2% if calculated over a shorter period

ÅIt will be a challenge to keep inflation at 2% if wage inflation remains at 4% or above. However, profit margins will probably 
decline substantially from the present very high level, leaving room for higher wage inflation without higher price inflation

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 incredibly 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 .ŀƴƪ ŜȄǇŜŎǘǎ ƛƴŦƭŀǘƛƻƴ ǘƻ ǊŜƳŀƛƴ ŀōƻǾŜ ǘŀǊƎet the coming 3 years 
(and the price level to 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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GDP grew just 2% in Q3, dragged down 1.5 pp by the auto industry

Services were somewhat affected by the Delta outbreak ςfaster growth in Q4 very likely

ÅGDP grew by 2.0% annualised in Q3 (0.5% not annualised), down from 6.7% in Q2, expected 2.5%. The GDP level is 1.4% abovethe Q4-
19 level ςbut still some 2.8% below the pre-pandemic (2.4%) growth trend, as services still operate far below normal level 

» D5t ƛǎ ǳǇ Ƨǳǎǘ пΦф҈ ȅκȅΣ ŀƴŘ ƛǘ ǿƛƭƭ ōŜ ǾŜǊȅ ƘŀǊŘ ǘƻ ƎŜǘ ǘƻ CŜŘΩǎ рΦф҈ ŦƻǊŜŎŀǎǘ ƛƴ vпas it requires a 9% growth pace in Q4

ÅPrivate consumption slowed as auto sales fell sharply ςbut other parts of goods consumption slowed too, business investment grew 
just slowly and housing investments fell further. Profits may have fallen as subsides were cut back, and wage costs grew faster

ÅThe EMU Q3 GDP leapfrogged 9.1% in Q3 (2.2% not annualised), and thegap vs US narrowed to 1.9% vs the Q4-19 starting point. 
Calculated per capita in working age, the difference is even smaller

USA

Norway and UK Q3 GDP our estimates
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National accounts corporate profits may have stalled in Q3

Less subsidies but also a fast growth in the wage bill to blame

ÅWe estimate a 4% decline in domestic corporate profits in Q3 (data are not yet published)
» The main reason is a decline in government subsides (or in the product taxes ςsubsidies payments). The government support to corporates on 

the chart to the right is the difference between normal product taxes ςsubsidies payments and the current

» Wage inflation is accelerating sharply. The wage bill rose by 9% (annualised) in Q3 (domestic corporate sector). Hourly compensation must have 
increased by some 4% ς6% (which is in line with what wage indicators report)

ÅThe profit share (vs. GDP, corporate GDP) very likely fell in Q3. We expect a further decline the coming quarters, whatever the 
Fed does to counter the inflationary pressures

USA

Est.



All data are not yet published, and the Q3 numbers is just our estimate
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The profit share peaked in Q2?

Our estimatesuggests so. Subsidies are reduced (and more to come), the wage bill inflates

ÅPrices are increasing at an 
incredible pace but so are wage 
costs, and government support is on 
the way down

ÅWhen unemploymentfalls below 
5% ς6% companies have normally 
been struggling to keep their share 
of value added ςas their employees 
are getting the upper hand
» Unemployment is now at 4.8%, and 

other indicators (especially vacancies) 
suggest that the labour market is even 
tighter than the 4.8% signals 

» Thus, it is quite likely that the profit 
share is headed downwards from here

USA
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Strong order inflow in September too ςexcept for aircrafts, autos

Investment goods orders are trending up, signalling further growth in business investments

ÅTotal durable orders fell by 0.4% in Sept, expected -1.1%. The volatile aircraft orders declined by 27%, dragging down the headline by 1.5% (but 
aircraft have recovered well from the downturn last year). Auto orders fell by 3% - taking the total down by 0.5%. The decline in auto orders is 
very likely due to the lack of supply of cars/component shortages

ÅCore orders (ex aircrafts, defence) were flat, and in line with expectations. The trend is strong. 
» !ŘƧǳǎǘŜŘ ŦƻǊ ŀǳǘƻ ƻǊŘŜǊΣ ǘƘŜ ΨǊŜŀƭΩ ŎƻǊŜ ǊƻǎŜ ōȅ лΦт҈ - ant the trend is even stronger! 

ÅCore investmentgoods orderswere up 0.8%, and the trend is still straight up

ÅOrder inflow is far above pre-pandemic levels, especially for investment good orders and surveys are still strongly hinting a further increase the 
coming months

USA
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Household income down on less unempl. benefits, spending up 0.3%

The savings rate back to the pre-ǇŀƴŘŜƳƛŎ ƭŜǾŜƭ ōǳǘ ǘƘŜ Ψǿŀƭƭ ƻŦ ƳƻƴŜȅΩ ǎǘƛƭƭ ƛƴǘŀŎǘ

Å Private consumption rose by 0.3% in real terms in September, as expected(spending rose 0.6%, also as expected). Consumption in real terms have slowed 
substantially March and rose just 1.6% in Q3. Consumption of goods is trending back to a more normal level while services are on the way upbut still well 
below the pre-pandemic level (-1.4%) and far below the pre-pandemic trend growth path (-5%). Services have been slowed by the Delta outbreak, while the 
decline in auto sales have slowed goods consumption (but the rest is slowing too). Total consumptionis up 3.5% vs. the Feb-20 level, and 1% below the pre-
pandemic 2.6% growth path

Å Real personal disposable income fell by 1.4% in September. Income before taxes fell by 1%, far more than the expected -0.3%. Unemployment benefits fell 
sharply (a 1.5 pp negative contribution, other net incomes rose) as the federal programs were terminated. Wage revenues are growing quickly, at least in 
nominal terms (to above the pre-pandemic trend, even if employment is still well below), and even in real terms with a 4.4% annual PCE rate of inflation!

Å The savings rate fell by 1.7 pp to 7.5%, down to the pre-pandemic level. Will the rate decline further? Householdshave saved an extra amount equalling 13% 
ƻŦ ƻƴŜ ȅŜŀǊΩǎ D5t ŘǳǊƛƴƎ ǘƘŜ ǇŀƴŘŜƳƛŎΦ {ƻƳŜ ƻŦ ǘƘƛǎ Ψ²ŀƭƭ foaƻƴŜȅΩ ōŜ ǎǇŜƴǘ ǘƘŜ ŎƻƳƛƴƎ ǉǳŀǊǘŜǊǎ

USA
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The savings rate down to the pre-pandemic level at 7.5%

The rate fell by 1.7 p to 7.5% in September, from a slightly downward revised level in Aug

ÅOur old savings model, yields a 4.7% savings rate in Q2, and very likely even lower in Q3. However, the model has 
underestimated savings by some 2 pp in the years before the pandemic, and the savings rate may stabilise at the current 
level

ÅA downside potential for the savings rate (and upside for spending): the accumulated households excess savings during the 
covid crisis amount to some 13% of annual disposable income ςǘƘŜ Ψ²ŀƭƭ ƻŦ aƻƴŜȅΩΣ ŎƘŜŎƪ ƴŜȄǘ ǇŀƎŜ

USA
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Price inflation is slowing but still broadening

The total PCE deflator rose 0.3% & the core 0.2% in September, both as expected 

ÅThe total PCE deflatorrose by 0.3%, as in September, and the 
annual rate rose 0.1 pp to 4.4%

ÅThe core price consumption deflator rose by 0.2% m/m in Sept, 
and the monthly rates has slowed steadily since the 0.6% peak in 
April. Measured y/y, the core is up 3.6% (unch)

Å Inflation has peaked(measured m/m), but given reports from the 
businesses on price plans ςand the acceleration of wage inflation 
pose substantial threats going forward ςand inflation is still 
broadening, all underlying inflation measures are heading upwards

USA
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On inflation, the Fed is soon running out of excuses (or has it already?)

Inflation is broadening, all measures are now above the 3% line, not seen in decades

ÅThe trimmed PCE mean(Dallas Fed)is up at a 3.1% pave over the past 6 months, up from 2% ahead of the pandemic. This 
indicator of underlying inflation has not been growing faster since August 2006. At that time the Federal Reserve had lifted 
the Fed funds rate to 5.25% in June 2006 from 1% in 2004 ςby the way by hiking at each and every meeting in between (17 
times in row J)

ÅThe trimmed median CPI is up 5.2%, the highest on record, data back to 1983

ÅOther measures of underlying inflation are also at the highest levels in 30 years. And at that time, the Fed funds was not at 
zero

USA
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House prices inflation slowed in August, according to Case-Shiller

tǊƛŎŜǎ ǳǇ ΨƧǳǎǘΩ м҈ ƳκƳ όмо҈ ŀƴƴǳŀƭƛǎŜŘύΣ Řƻǿƴ ŦǊƻƳ мΦс҈ ƛƴ WǳƭȅΦ hǘƘŜǊ ƛƴŘƛŎŜǎ ŎƻƴŦƛǊƳ ǎƭƻǿŘƻǿƴ

Å{ϧtΩǎ /ŀǎŜκ{ƘƛƭƭŜǊΩǎ нл ŎƛǘƛŜǎ price index rose 1.6% m/m in August (July ςSept avg), equalling a 13% annualised pace, the 
slowest growth rate since July last year. The annual growth rate at 19.7 %, down from 20.0% in July ςwhich was the highest 
growth rate since just after WWII. The national C-S indexis up 19.9% y/y

ÅThe FHFA (Federal Housing Financing Agency) price index, which covers homes with loans guarantied by the government 
sponsored CŀƴƴƛŜ aŀŜ ƻǊ CǊŜŘŘƛŜ aŀŎ όάHusbankeneέΣ Ƙŀǎ ŀ ŎƻǳƴǘǊȅǿƛŘŜ ŎƻǾŜǊŀƎŜύΣ ǊƻǎŜ мΦл҈ ƛƴ !ǳƎǳǎǘǎΣ ŀƴŘ ŀǊŜ ǳǇ муΦр҈ 
y/y. The peak annual rate before the pandemic surge was 11%, ahead of the housing crisis 15 years ago (chart next page)

ÅRelatorsreported a 1% price lift m/m July, and the annual rate is 17.9%

USA
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ECB: Important decisions postponed to Dec ςbut policy will remain expansionary

Market unsure what the ECB will do, expects a hike late next year, the ECB woes to wait longer

ÅThe policy signal rate remained at -0.5%, and Lagarde says 
the bank intent to keep it there for a long while ςas ECB 
expects inflation to fall below 2% in 2023 ςeven if the 
current surge will last longer than first expected. The 
ǇƻƭƛŎȅ ǊŀǘŜ ǿƛƭƭ ōŜ ƪŜǇǘ ǳƴŎƘŀƴƎŜŘ ǳƴǘƛƭ ǘƘŜ 9/.Ωǎ ƛƴŦƭŀǘƛƻƴ 
forecast is at 2% at the end of the forecast period. Lagarde 
said inflation was debated heavily but the bank is still 
comfortable
» We assume the bank can remain dovish until wage inflation starts 
ŀŎŎŜƭŜǊŀǘƛƴƎ όǿƘƛŎƘ ƴƻǿ ƛǘ ǘƘŜ CŜŘΩǎ ǊŜŀƭ ŎƘŀƭƭŜƴƎŜύ

ÅOn the QE programs
» ¢ƘŜ ΨƻǊŘƛƴŀǊȅΩ !ǎǎŜǘ tǳǊŎƘŀǎƛƴƎ tǊƻƎǊŀƳ v9 ǇǊƻƎǊŀƳ ǿƛƭƭ 

continue at approx. EUR 20 bn (government, corporate, covered 
bonds)

» The Pandemic Emergency program (PEPP) will run until next 
March, by somewhat less than the original EUR 80/month 
(however, actual accumulation has been somewhat lower since 
the summer)

» The board postponed to December what to do when the PEPP 
runs out ςŀƴŘ [ŀƎŀǊŘŜ ǇǊƻƳƛǎŜŘ ǘƻ Řƻ ŜƴƻǳƎƘΧ

ÅECB vs markets
» Markets are questioning ECBs stance on rates, and the market is 

now discounting a first rate hike in late 2022

» ¢ƘŜ ƭƻƴƎ ŜƴŘ ƻŦ ǘƘŜ ŎǳǊǾŜ Ƙŀǎ ōŜŜƴ ƭƛŦǘŜŘ ōȅ ǘƘŜ ΨƎƭƻōŀƭΩ ǎǳǊƎŜ ƛƴ 
long term yields

EMU
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Eurozone inflation up 0.7 pp to 4.1% in October, core up 0.2 pp to 1.9%

And well above expectations. Energy prices the main culprit. 

ÅCore pricesǿŜǊŜ ǳǇ лΦн҈ ƳκƳ ƛƴ hŎǘΣ ŀƴŘ ǘƘŜ ŀƴƴǳŀƭ ǊŀǘŜ ǊƻǎŜ лΦн ǇǇ ǘƻ нΦм҈Σ ŜȄǇŜŎǘŜŘ ǳƴŎƘŀƴƎŜŘ  ŀƴŘ Ŧƛƴŀƭƭȅ ŀōƻǾŜ 9/.Ωǎ н҈ ǘŀǊƎŜǘ ςand the 
highest since 2002. However, core inflation has been far below 2% for a long time, in contrast to the US

» Industrial goods x energy prices fell 0.1 % m/m ςbut they are up 2.0% y/y

» Services were up 0.2% m/m, and prices are up 2% y/y

ÅHeadline HIPC inflation was up 0.7 pp to 4.1% in Oct, 0.4 pp higher than expected ςŀƴŘ ǘƘŜ ƘƛƎƘŜǎǘ ƻƴ ǊŜŎƻǊŘ όŘŀǘŀ ōŀŎƪ ǘƻ ΩфуύΦ 9ƴŜǊƎȅ ƛǎ ǘƘŜ 
biggest contributor, +5.3% m/m up 23.6% y/y (a 1.6 pp contribution to total HICP). The annual rate will probably stay elevated the coming 
months, as the monthly increases were low/negative until Dec-20

ÅWage inflationis still modest, but more unions are requesting compensation for the hike in consumer prices

EMU
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Economic sentiment almost up to ATH again in October

3 of 4 sub-sector indices were up ςsignals continued strong growth in the Eurozone

Å9¦Ωǎ ŎƻƴŦƛŘŜƴŎŜ ǎǳǊǾŜȅ ŦƻǊ ǘƘŜ 9ǳǊƻ ŀǊŜŀ rose 0.9 p to 118.6 in October, 
expected downto 116.9 and the level is just below the ATH in July 

ÅThe main indexis 1.8 st.dev above average, signalling an GDP 
growth 
» All sectors are signalling above average growth. 3 of 4 sectors grew more 

confident in October. Consumer confidence rose further in Oct, even if price 
expectations reached highest level since 1992!

» Industry confidence is still at the 2nd highest level in history

» The EuroCOINnowcasterconfirm the strong growth momentum in the 
Eurozone economy, while the Oct PMI has fallen substantially recent months 
(but remains at a decent level)

EMU
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Corporate credit is flattening, household debt still growing at a decent pace

Χ ōǳǘ Ƨǳǎǘ ōȅ пΦм҈ ȅκȅΣ ŀƴŘ ƎǊƻǿǘƘ ǎƭƻǿŜŘ ƳκƳ ƛƴ {ŜǇǘΦ bƻ ŘŀƴƎŜǊƻǳǎ ŎǊŜŘƛǘ ōƻƻƳ ǘƻ ōŜ ǎŜŜƴ

ÅThe corporate debt level is still above the pre-pandemic 
trend growth path but not by much
» Corporate debt rose sharply last spring, when all credit gates 

were wide open ςbut growth m/m has slowed to a trickle

» The average growth over the past 2 years is 3.3%

EMU
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GDP up 9.1% (2.2% not annualised) in Q3, marginally faster than in Q2
GDP just 0.5% below the Q-19 level. Spain the big laggard, still down 6.6%, due to lack of tourists

ÅEuro Area GDP fell in Q1, but recovered at a strong pace in both Q2 and Q3. In Q3, growth was 0.1 pp higher than expected. 
GDP has almost recovered from the pandemic losses ςbut still the well pre-pandemic growth path. No demand details yet

ÅJust to celebrate the strong growth data, we present them in the American, annualised rate: France +12.6%, Italy 10.8%, 
Spain 8.3%, and Germany 7.3%.  France is down 0.1% vs Q4-19, Germany -1.1%, Italy (just!) 1.4% but Spain is down 6.6%. 
Tourism is no doubt to blame

EMU
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Manufacturing production plunged in September (too)

Down almost 9% past two months. The auto industry mainly to blame (chip shortages)

ÅManufacturing productionfell by 5.3% in September, 
ŜȄǇŜŎǘŜŘ Řƻǿƴ ΨƧǳǎǘΩ нΦр҈ - following the 3.6% setback in 
August (revised from -3.2%)
» Production is 8.5% below the Dec-19 level! Vehicle production is 

down 45%, as is the main contributor on the downside ςdue to lack 
of components

» Overall order inflow has strengthened substantially through 2021, 
and signals a higher manufacturing production level (chart next 
page)

Japan
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Reg. employment surged by 0.9% m/m in September, well above the pre-pandemic level

The LFS confirms strong employment growth

Norway

ÅThe increase in the register based no. of employees in 
September suggest at brisk growth in Mainland GDP (at 
least adjusted for mackerel fishing)
» Total no. of employees grew by 0.9% m/m and is now 0.9% 

above the level in Dec-19

» We estimate the employment among permanent residents 
(Norwegian and foreign born) to be 1.7% above the pre-
pandemic level (based on our Q3 estimate for foreign workers 
on short-term stay)

» The increase in employment is broad based

ÅThe LFS(survey) employment data (both employees 
and self-employed) have also been strong recent 
months and employment grew further in August (Jul-
Sept avg), and the level is up 1.1% vs. Dec-19
» Employment was revised down by some 0.6% for Q4/Q1 but 

not growth since then ςand at a similar pace as the payroll 
stats for employees

ÅNational Accounts reported a modest rise in overall 
employment in Q2. The NA data includes foreigners on 
short-term stay. Q3 data will be MUCH better J
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b!± ǳƴŜƳǇƭƻȅƳŜƴǘ ŦǳǊǘƘŜǊ Řƻǿƴ ƛƴ hŎǘΣ ΨƴƻΩ ƴŜǿ ŎƭŀƛƳǎΣ ǾŀŎŀƴŎƛŜǎ ŦǳǊǘƘŜǊ ǳǇ

Open unemployment down 0.1 pp to 2.5%, in line with NoBaŦΩŎŀǎǘ. Level just 0.4 pp above Feb-20

Å¢ƘŜ ΨŦǳƭƭ ǘƛƳŜΩ ƻǇŜƴ b!± ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ŦǳǊƭƻǳƎƘŜŘ ǿƻǊƪŜǊǎΣ ŦŜƭƭ ōȅ оΩ ƛƴ {ŜǇǘŜƳōŜǊ όǎŜŀǎΦ adjύ ǘƻ тмΩ  ǿŜ ŜȄǇŜŎǘŜŘ -пΩΦ ¢ƘŜ ǊŀǘŜ 
fell by 0.1 pp to 2.5%, equal to NoBaforecast. (Unadjusted, the rate fell by 0.2 pp to 2.2%, vs. 2.3% expected by consensus). The 2.5% rate is 
belowthe 2000 ς2019 avgat 2.9%. Unemployment is falling rapidly everywhere and for all sorts of labour

Å In addition, the number of partially unemployed(not included in the ordinary unemployment no.)ŦŜƭƭ ŜǾŜƴ ƳƻǊŜΣ ǘƻ ōȅ сΩ ǘƻ ппΩΦIncl. labour 
marked measures, the total unemployment ŦŜƭƭ ōȅ млΩ ǘƻ молΩΣ ǘƻ олΩ ŀōƻǾŜ ǘƘŜ ǇǊŜ-pandemic level. The rate is 4.5% up from 3.5% in Feb-20

ÅThe inflow of new job seekersfell further in Oct, and the inflow of new vacancies rose further from a high level the previous 6 months

ÅThe AKU unemployment rate fell further by 0.2 pp to 4.0%, and more than expected as the employment rate rose further. In addition, the 
inflow of new vacanciesrose further, and the level is high

Norway
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Retail sales stronger in September as sales of building materials rose 7%
Sales rose 0.5%, expected -1.0% - the level is still high  

ÅBuilding materials contributed to increase in retail sales;currently 6% above the pre-pandemic level

» Sport equipment down 4.5% m/m in September, ITC-1.7%, grocery sales down 0.4% - as we went to restaurants and were shopping in 
Sweden, at least in parts of the month. Clothing sales were down 1.4%, while the 7% volume lift in sales of building materials lifted total 
sales by some 0.5 pp

ÅConsumption of goods data are delayed until Nov 12

ÅWe still expect retail sales consumption of goods to normalise the coming quarters, back the pre-corona trend path, way 
below the current +12% above pre-corona level!

Norway
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Domestic credit growth (C2) still modest, unch5.3% in September
Monthly growth well below our forecast, as businesses took a break after the August spurt 

Å Total domestic debt (C2) rose by NOK 16 bn in Sept, down from 40bn in Aug, we expected NOK 22bn. The annual growth rate remained unchanged at 5.3%, 
which was in line with our estimate. We are not witnessing any credit boom. However, debt levels are high, especially for the household sector

Å Household credit rose by NOK 14 bnin Sept, down from 15 bnin Aug (revised up by 0.5 bn). We expected a somewhat higherdemand of +18 bn from 
households.The annual rate declined 0.1 pp to 5.1%

Å Corporate C2 credit, rose by NOK 2 bnfollowing the NOK 21 bn surge in August. The annual growth rate still accelerated 5.1% from 4.8%, we expected a 5.0%. 
Mainland corporations increased their debt by 5.7% y/y (+ 0.3 pp from Aug) 

Å Local governmentsincreased their borrowingby NOK 0.3 bn, downfrom 4 bn in Aug, we expected the growth to remain unch. The annual growth rate is at 
7.0%, down from 8.1%

Norway
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More hotel guests in Sept, 16% down vs the 2019 level, foreigners to blame

Room prices have fallen back to a more normal level 

ÅThe no. of guest nightswas just 16% below the 2019 level in September ςsolely due to the lack of foreigners. Norwegians guest nights are 
ƻƴƭȅ Řƻǿƴ мΦп҈ Ǿǎ ǘƘŜ нлмф ƭŜǾŜƭΣ ŦǊƻƳ Ҍф҈ ƛƴ !ǳƎǳǎǘΦ CƻǊŜƛƎƴŜǊǎΩ ƎǳŜǎǘ ƴƛƎƘǘǎ  ŀǊŜ ǎǘƛƭƭ Řƻǿƴ рф҈ όŦǊƻƳ -72% in August)

ÅBusiness travelling(sum occupation & conferences) is still down almost 25% vs Sept-19, both due to fewer Norwegian & foreign guests ς
but no split is available. The conference markets is down less than 20% - and we assume a further recovery in October

ÅThus, Norwegian recreational trafficsaved the day in September too (no explicit data available, but given the low number of foreigners, 
the conclusion is given)

ÅThe outlook for Q4 not that bad:The conference market is recovering rapidly, ordinary business travel will probably recover further (but 
ǇŜǊƘŀǇǎ ƴƻǘ ŦǳƭƭȅΣ ƴŜǿ Ƙŀōƛǘǎ ŀǊŜ ƭŜŀǊƴŜŘΦ !ǎ ǳǇǎƛŘŜ ŦƻǊ bƻǊǿŜƎƛŀƴ ƎǳŜǎǘǎ Ƴǳǎǘ ōŜ ƭƛƳƛǘŜŘΣ ƭŜǘΩǎ ǿŀƛǘ ŦƻǊ ǘƘŜ ŦƻǊŜƛƎƴŜǊǎ ǘƻ Ǌeturn!

Norway
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Inflation may be peaking now soon ςat a high level

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

Global economy



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ40

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, but less last week

ÅEmerging Markets x China are still at the positive side, but less so last week

ÅNorwayhas surprised sharply on the downside, according to Citi
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October PMIs in sum probably down, but mixed reports from the manuf. sector

We assume a decline in the average composite PMI by 0.7 p to 50.9, to below average

ÅThe NBS composite PMI fell by 0.9 p in October to 50.8, expected unch.  The level is 3 p below average. Both manufacturing and 
services slowed, manufacturing the most, the Oct print is among the weakestover the past 10 years, barring the Covid-19 shock 
last winter, and the Covid-19 setback in August

ÅaŀǊƪƛǘΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ taL rose 0.6 p to 50.6 but the output index (which is include in the composite index) fell 0.2 p to 48.8

ÅIn sum, ŀǎǎǳƳƛƴƎ ŀ ŘŜŎƭƛƴŜ ƛƴ aŀǊƪƛǘΩǎ ǎŜǊǾƛŎŜ ǎŜŎǘƻǊ taLΣ the average of the two composite PMIs fell 0.7 p to 50.9, 0.5 p below 
average. The PMI data set signals growth somewhat below trend, but not by much 

China PMI

Markit Oct: 
SB1M ŦΩŎŀǎǘ

Markit Oct: 
SB1M ŦΩŎŀǎǘ








































































































































































































