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The virus story is around
ÅA majority of countries are still reporting more cases but in sum growth slowed further last week. In the UK, new cases were down last week too. 

However, the Delta variant is aggressive, and 3rd booster shot is distributed in most rich countries

ÅHospitalisation have increased somewhat but outside Eastern Europe, far from any health crisis 

ÅMobility is stable at high levels in the West, and as the virus is on the retreat in most countries in the East, mobility is normalising here too. 
However China is struggling with its zero tolerance policy 

The economy, part I
ÅMonetary policy

» The Federal Reserve started tapering its USD 120 bn/month QE program immediately, as the FOMC judged that sufficient progress has been 
madeǘƻǿŀǊŘǎ CŜŘΩǎ ǘǿƻ ƎƻŀƭǎΣ ƛƴŦƭŀǘƛƻƴ ŀǘ н҈ ƻǾŜǊ ǘƛƳŜΣ ŀƴŘ ƳŀȄƛƳǳƳ ŜƳǇƭƻȅƳŜƴǘΦ LŦ ǘƘŜ CŜŘ ŎƻƴǘƛƴǳŜǎ ǘƻ ǘŀǇŜǊ ŀǘ ǘƘŜ ǎŀƳŜ ǎǇŜŜŘΣ byUSD 
15 bn/month, purchases will end in June next year, as expected. However, the FOMC, or at least chair Powell, stressed that the dǳŀƭ ƳŀƴŘŀǘŜΩǎ 
targets are not met, and that the Fed funds rate will not be lifted anytime soon. Powell blamed the Covid virus, which is still around, for 
ǇǊŜǾŜƴǘƛƴƎ ǘƘŜ ƭŀōƻǳǊ ǎǳǇǇƭȅ ǘƻ ƴƻǊƳŀƭƛǎŜΦ ²Ŝ ǊŜŀƭƭȅ ƘƻǇŜ ƘŜ ƛǎ ǊƛƎƘǘΦ LŦ ƴƻǘΧ

» Bank of England surprised markets by not hiking the Bank rate at Thursday. The bank sounded more dovish than expected too, even if it said it 
would be necessary over coming monthsto increase Bank Rate in order to return CPI inflation sustainably to the 2% target. Rate expectations 
fell sharply, by up to 30 bps ςdown to the level 3 weeks ago. Still, close to 4 hikes before end of 2022 is discounted, down from 5 expected 
before the BoE meeting

» The BoE surprise sent interest rates down in most countries ςeven far out on the curves. A decline in the oil price may have contributed but in 
the US it was just the real rate (TIPS) that declined ςto a very low level again. Which supported the equity market

» Norges Bank did not signal any changes in its plan to hike the deposit rate to 0.50% at the December meeting

» Polandhiked by 75 bps to 1.25% and the Czech Republicby 125 bps to 2.75%

» Globally, more than half of the interest rate cuts during the pandemic is now reversed

ÅThe global economy
» The global composite PMI rose by 1.2 p to 54.5 in October, as both Emerging markets x China and Developed Markets reported higher growth. 

The PMI in EM x China is at the best level since 2013 ςas more countries are recovering from Covid attack. US is reporting faster growth, and 
the ISMs were strong, and at ATH in the service sector. In the EMU, the PMIs fell as first reported. Delivery times are soaring in Western rich 
ŎƻǳƴǘǊƛŜǎΣ ŀǎ ŀǊŜ ǎǘƛƭƭ ǇǊƛŎŜǎΦ Lƴ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘŜ ǿƻǊƭŘΣ ŦŀǊ ƭŜǎǎ ǇǊƻōƭŜƳǎΦ .ŜŎŀǳǎŜ ŘŜƳŀƴŘ ƛǎ ƳǳŎƘ ǎǘǊƻƴƎŜǊ ƛƴ ǘƘŜ ΨƻǾŜǊǎǘƛƳulaǘŜŘΩ ²ŜǎǘΚ

» We have not yet finalised our estimate for October auto sales but most likely stabilised, at least in DM. Sales rose in the US, UK and Japan but 
fell further again in the EMU 

Last week



ÅChina

» Exportsare continuing upwards, and are far above the pre-pandemic trend growth path. Imports rose in October, but in volume terms imports 
have fallen 8% since the spring to below the p-p trend, confirming a slowdown in domestic demand(all other Oct Chinese data out this week). 
The trade surplus was record high. Still, the surplus at the current account has fallen through 2021

ÅUSA
» Payrolls rose more than expected in October, and the history was revised up. However, the participation rate was flat after the decline in 

September, and the unemployment ratefell by 0.2 pp to 4.6%, more than expected. The lack of response on the supply side may turn out to be 
ǘƘŜ !ŎƘƛƭƭŜǎΩ ƘŜŜƭ ǾǎΦ ǘƘŜ ƭŜƴƎǘƘ ƻŦ ǘƘŜ Ǉƻǎǘ-pandemic recovery. Wage inflation is still much higher than before the pandemic, up to a 5¾ pace 
now from 3¼ %. The SMBs (NFIB) reported a minor decline in the share of companies that report they are not able to fill vacancies but the rate 
is still much higher than anytime before, hiring plans remain very aggressive, and an ATH share of companies report they plan to lift 
compensationthe coming months

» Productivity stumbled in Q3, down 5% (q/q annualised) and is down 0.5% y/y. However, the underlying trend is some 1.5%. Total hourly 
compensation is up at a 5.9% pace since before the pandemic, and growth in unit labour cost is at more than 4%, far too high to achieve 2% 
inflation over time, barring a substantial decline the corporate profit share. In Q3, ULC rose by 8% (annualised) but that was an outlier, as was 
the 5% drop in productivity

» The trade deficitwas ATH in September as imports are shining while exports are falling, especially in volume terms

» With support from some Republicans, .ƛŘŜƴΩǎ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ōƛƭƭwas finally declined in the Congress. The headline amount was scaled down to 
USD 550 bn over 10 years (from USD 2.600 bn), and the annual amount is not large vs. the USD 22.000 bn US economy. Now the welfare bill is 
at the table, and a resolution is not unlikely but the size will just be less than half of the initial proposal at USD 3.500 bn

ÅEMU
» Unemployment fell by 0.1 pp to 7.4%, to below the pre-pandemic level

» Retail salesfell by 0.3% i October but the history was revised substantially upwards and sales are up 5% vs Dec-19. German sales contributed 
most at the downside

» Producer pricesare up 8% even ex energy, the most (at least in Germany) in more than in 40 years. Total PPI is up 16% in the Euro zone, 
signalling almost 5% HICP inflation

ÅNorway
» House prices rose by 0.2% in October, slightly less than we (and Norges Bank) expected. Prices fell in Oslo, Kristiansand and Stavanger but rose 
ŜƭǎŜǿƘŜǊŜΣ ŀƴŘ ōȅ ǘƘŜ Ƴƻǎǘ ƛƴ .ƻŘǄΣ ŀǎ ǳǎǳŀƭ ǘƘŜǎŜ ŘŀȅǎΦ ¢ƘŜǊŜ ƛǎ ƴƻ ŎƭŜŀǊ Ψƻǳǘ ƻŦ ǘƘŜ ōƛƎ ǘƻǿƴǎ ǎŎŜƴŀǊƛƻΩΣ ŀǎ ōƻǘƘ hǎƭƻ andsurrounding towns 
are the laggards. The 3m/3m price inflation has slowed to below 4%, from 12% during the spring. The inventoryof unsold homes is record low, 
and if not for the interest outlook, price inflation would very likely have substantially higher (at least a 1% per month pace)

Last week: The economy, part II



ÅGlobal economy

» Several countries have reported October auto salesand so far a recovery is not in the cards in 
October ςbut not a large, further contraction either. DM sales probably rose marginanlly

ÅChina

» Export data were strong in October too, and early next Monday the full package of economic data 
will be released. Growth in domestic demand for goods has slowed substantially, both retail sales 
and investments, which is confirmed by a decline in import volumes recent months. Industrial 
production has slowed too but less (thanks to exports), and the PMIs are signalling modest growth. 
Production in the service sector fell sharply in August, but recovered in Sept and probably further in 
Oct. In November new Covid measures may dampen growth again. CPI inflation is still low (but food 
prices are accelerating again). New home prices fell in Sept, and existing homes in both Aug and 
Sept. Media reports suggest a further decline in October. The PPIindex is climbing double digit 

ÅUSA

» Core CPI inflation is expected further up in October, but markets do not seem to care anymore as 
the Fed says it is expect the elevated inflation to be transitory. Both the CPI and the PPIis more up 
ǘƘŀƴ ƛƴ ŘŜŎŀŘŜǎ ōǳǘ ŎǊǳŘŜ ttL ǇǊƛŎŜǎ ƘŀǾŜ ƴƻǿ ǘǳǊƴŜŘ ŘƻǿƴΦ {ƻ ƛǘΩǎ ǎǘƛƭƭ ƘƻǇŜ όƛŦ ǿŀƎŜ ƛƴŦƭŀǘƛƻƴ ǎƭƻǿǎ 
too). Check out the SMB (NIFB) surveyǊŜƎŀǊŘƛƴƎ ǇǊƛŎŜ ǇƭŀƴǎΣ ǘƘŜȅ ƘŀǾŜ ōŜŜƴ ΨŎǊŀȊȅΩ ǊŜŎŜƴǘ ƳƻƴǘƘǎ

» The most exiting data point this week may be the unfilled vacancy rate in September, following a 
minor decline in August. The level is far above anything seen before, 6.6% of jobs are vacant

ÅUK

» Sept and Q3 GDP is expected to confirm strong growth ςfrom level that was still low in Q2

ÅNorway

» The new government will present its supplementary budget today. We do not expect the overall 
balance to be weakened but some taxes will be increased, as will spending at some areas, mostly 
symbolic, we think

» The vacancy ratevery likely climbed further in Q3, confirmed a tighteninglabour market. The 
complete Q3 payroll stats will reveal how foreign workers on temporary stay have returned. We 
think rather few have, which paves the way for more resident workers to enter the labour market

» Total consumption of goodsprobably rose sharply in Sept, as auto registrations soared (though with 
a reversal in Oct)
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The Calendar: China slows further? US inflation, vacancies. Norwegian vacancies, budget

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

Time Count. Indicator Period Forecast Prior

Monday Nov 8

08:00NO Ind Prod Manufacturing MoM Sep 0.0%

12:00NO Supplementary budget 2022

Tuesday Nov 9

08:00NO Payrolls, wages Q3

09:30SW Private Sector Production MoM Sep -4.7%

11:00GE ZEW Survey Expectations Nov 20 22.3

12:00US NFIB Small Business OptimismOct 99.3 99.1

14:30US PPI Final Demand MoM Oct 0.6% 0.5%

Wednesday Nov 10

02:30CH CPI YoY Oct 1.4% 0.7%

02:30CH PPI YoY Oct 12.5% 10.7%

08:00NO CPI YoY Oct 3.8% 4.1%

08:00NO CPI Underlying YoY Oct 1.2% 1.2%

14:30US Initial Jobless Claims Nov-06 265k 269k

14:30US CPI MoM Oct 0.5% 0.4%

14:30US CPI Ex Food and Energy MoM Oct 0.4% 0.2%

14:30US CPI Ex Food and Energy YoY Oct 4.3% 4.0%

20:00US Monthly Budget Statement Oct -$61.5b

Thursday Nov 11

06:00SW PES Unemployment Rate Oct 3.7%

08:00NO Vacancies Q3 3.2%

08:00UK GDP MoM Sep 0.4% 0.4%

08:00UK GDP QoQ 3Q P 1.5% 5.5%

08:00UK Manufacturing Production MoM Sep 0.2% 0.5%

Friday Nov 12

08:00NO Construction costs YoY Sep 11.2%

08:00NO Consumption of goods MoM Sep -1.8%

11:00EC Industrial Production SA MoM Sep -0.5% -1.6%

16:00US JOLTS Job Openings Sep 10439k

16:00US U. of Mich. Sentiment Nov P 72.5 71.7

During the week

CH Aggregate Financing CNY Oct 1600b 2900b

CH New Yuan Loans CNY Oct 800b 1660b

Monday Nov 15

00:50JN GDP Annualized SA QoQ 3Q P -0.7% 1.9%

02:30CH New Home Prices MoM Oct -0.1%

03:00CH Retail Sales YoY Oct 3.6% 4.4%

03:00CH Industrial Production YoY Oct 3.0% 3.1%

03:00CH Service sector production Oct 5.2%

03:00CH Fix asset investments YTD Oct 6.3% 7.3%
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¢ƘŜ ǾƛǊǳǎ ǿƻƴΩǘ ōŀŎƪ ŘƻǿƴΧ 

A majority of countries are reporting more cases again

Covid-19

Å27 countries were reporting more casesthe last week, but growth is 
in sum slowing somewhat. Most likely Eastern Europe is now getting 
control of the spread the hard way, by social distancing, closing down 
some activities, and immunity through infections

ÅJust 15 countries reported fewer cases, among them UK, following a 
substantial surge, visible even in hospitals. So, even the Delta variant 
Ŏŀƴ ōŜ ŎƻƳōŀǘǘŜŘΦ [ŜǘΩǎ ƘƻǇŜ ŀ DŀƳƳŀ Ƴǳǘŀƴǘ Řƻ ƴƻǘ ǘǳǊƴ ǳǇΧ
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More hospitalisations in Europe, but the level is still low outside Eastern Eur.

Growth in hospitalisationsin the UK is slowing. And the US is steady on the way down

Covid-19
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Norway: More new cases, more hospitalisations

Some arenot vaccinated, and some vaccinated get the infection, and some few get sick

ÅHowever, we are miles from a serious health crisis ς
check at the bottom of the chart to the right on the 
previous page J
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People in Europe/Nordics stay more home due to the temperature? US unch.

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

Covid-19



10

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 Aug, and very likely in Sept according to our initial estimate, up 4% vs. the pre-pandemic level

ÅManufacturing productionstagnated in Aug and Sept 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 Aug, 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 development during this 
ŀǳǘǳƳƴ ƛƳǇƭƛŜǎ ŀ мΦт҈ ΨǊŜŎƻǾŜǊȅΩ ǇŜǊ ƳƻƴǘƘ ςnow the gap is declining by at least 1 pp per week

ÅThe November estimate for US is based on just some few days

Global economy
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Global GDP very likely gained speed in Q3 but not due to US & China

Strong growth in the EMU and very likely in India the main contributors

ÅWe estimate a 1.1% (4.5% annualised) growth in Q3, up from 
0.2% (1%) in Q2. GDP in India fell sharply in Q2 but very likely 
recovered sharply in Q3 (but no data yet). GDP grew more 
than 2% in the EMU (9.1% annualised)

» If so, GDP is 1.8% above the Q4-19 level but still some 2½ % below 
the pre pandemic growth path 

ÅThe global GDP isnow 1.8% above the pre-pandemic level, 
but still 2.6 below the pre-pandemic trend growth path

Global economy
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GDP still below the pre-pandemic trend growth paths everywhere 

Χ ŀƴŘ ŀŎŎǳƳǳƭŀǘŜŘ ƭƻǎǎŜǎ ŀǊŜ ǎǳōǎǘŀƴǘƛŀƭ ƛƴ ǎŜǾŜǊŀƭ ŎƻǳƴǘǊƛŜǎ

ÅUK, Sweden, and Norway Q3 data areour estimates

Global economy
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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
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Unemployment on the way down everywhere, as unfilled vacancies soars

And unemployment is on par or lower than normal in 20 out of 23 countries!

ÅA large majority of countries report lower unemployment than the 
2000 ς2019 average

» In both Norway & Sweden, registered unemployment is falling rapidly 
and is below average levels ςeven if the LFS rate is higher

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

Global economy



17

The global PMI further up in October, both DM and EM ex China up

The composite PMI rose by 1.2 p to 54.5, signalling growth well above trend

ÅThe global PMIs were once more better than the preliminary PMIs signalled, and even 0.4 p above our forecast one week ago

ÅThe global PMI signals global GDP growth clearly above trend, at a 4% pace ςin line with our preliminary estimate of Q3 global 

growth

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

Global PMI
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The EMU down but still an OK level, US sharply up and strong. China mixed

Just 3 countries report PMIs below 50 but still more countries down than up in October

Å11 countries/regions up in October (unchfrom Sept) Just 3 below the 50-line (from 8), 13 down

ÅSweden still at the top, together with US ISM and Ireland. Then comes India(and Norwegian manufacturing) 

ÅThe Chinese PMIs flattened, close to 50 ςstill signalling growth not far below normal

ÅOther EMs mixed but in sum slightly up

Global PMI
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EM x China at the best level since early 2013, it is their turn now!

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

Global PMI



Manufacturing PMI slightly up in Oct, Emerging markets on the way back
Just 3 of 43 surveys below the 50 line

ÅThe global manufacturing PMIflattened following a decline the prev. 3 m 
» Over 60% of the countries/regions reported higher PMIs in Oct vs Sept

» European countries dominate the top of the list ςbut US PMI & ISM are up there too

» India, Indonesiaare climbing further, the two at the top in the EM universe

» The Chinese PMIs were is sum close to unch., and both are close to 50

» EMsare still far weaker than DM but the gap narrowed further in Oct

Global PMI

20

(NZ: Augdata)



21

Delivery times index further up in Octoberςand lifts the total indexby 2.4 p

¢ƘŜ ΨsupplychainΩ shockdoesnot signal strengthin the manufacturingsector

ÅThe unprecedented increase in the delivery times index ςwhich probably mostly is due to the unprecedented growth in demand for goods 
in the rich part of the world (where delivery times & prices have surged , the EM story is not the same) ςhas contributed to a substantial lift 
in the headline manufacturing PMI in Developed Markets

ÅThe surge in delivery times are not a sign of strength in the manufacturing sector, even if no doubt is caused by strong demand.Usually, the 
delivery times index (15% of the total index) has moved in tandem with a the other activity indicators, and did not influencethe total index  
- so we could use the total as a proxy for activity. Not so now 

Global PMI
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Delivery times/pricesincreasinga problem just in the rich part of the world?

Because demand is so strong in DM, not in EM? Why bottlenecks at some harbours? 

ÅCould it be that too many ships came to the same harbour at the same time ςbecause demand for goods has been 
incredibly strong through the pandemic?

ÅMight the 

Global economy
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An ATH trade deficit in September up to USD 81 bn, imports are really strong  

Χ ŀǎ ŘŜƳŀƴŘ ŦƻǊ ƎƻƻŘǎ ƛǎ ǎǘƛƭƭ ǾŜǊȅ ƘƛƎƘΦ 9ȄǇƻǊǘǎ ŀǊŜ ǿŜŀƪΣ ŜǎǇŜŎƛŀƭƭȅ ƛƴ ǾƻƭǳƳŜ ǘŜǊƳǎ

Å Exportsfell 3% m/m in Sept, and is close to unchsince before the pandemic level (in value terms). In volume terms, exports of goodsfell by 5%, and are down 
7% from Feb 2020Φ ²Ŝ ŜȄǇŜŎǘ Ƴŀƴȅ ƻŦ ¦{Ω ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎ ǘƻ ƛƴŎǊŜŀǎŜ ǘƘŜƛǊ ŘŜƳŀƴŘ ŦƻǊ ¦{ ƎƻƻŘǎΣ ŀƴŘ ƻƴŜ Řŀȅ ŜǾŜƴ ŦƻǊ ǎŜǊǾƛŎŜǎ όƭƛƪŜ ǘǊŀǾŜƭƭƛƴg into US)

Å Imports rose by 0.6% m/m, and is 15% above the Feb 2020 level. In volume terms, the imports of goods are 11% above! Demand for goods has been strong 
during the pandemic, driving imports ςŜǾŜƴ ƛŦ ŀǳǘƻ ƛƳǇƻǊǘǎ ƘŀǾŜ ōŜŜƴ ƭƻǿΦ ²Ŝ ŜȄǇŜŎǘ ¦{ ƘƻǳǎŜƘƻƭŘǎΩ ŘŜƳŀƴŘ ŦƻǊ ƎƻƻŘǎ ǘƻ ǎƭƻǿ ǘƘŜcoming quarters, from 
the present very high level ςdampening demand for imports too

Å The trade deficit rose sharply in Sept to USD 81 bn

Å is trending upwards, also measured in per cent of GDP, now at 3.9%, up from less than 3% before corona

» The deficit vs Chinais almost at the same level as when Trump became president in 2016. However, the total deficit vs. other countries has increased, also before corona

USA



The last services PMI priced based on preliminary 
PMIs from EMU, Japan, UK, and US
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Businesses keep reporting a rapid growth in input/output prices

Still, we think the peak in price inflation is near

ÅBoth manufacturers and services are reporting rapid 
increases in prices, both input & output prices

Global PMI - Inflation
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October PMIs mixed, in sum marginally down

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 ŎƻƳǇƻǎƛǘŜ rose by 0.1 p 51.5. The level is marginally abovethe average since 2012. The total manufacturing index rose but the 
output component fell. However, the service sector PMI rose marginally

Å In sum, the two PMIs were unchanged and below par, signalling GDP growth below normal ςbut far better than over the 3 past quarters. 
However, the PMIs have been to optimistic so far in 2021, and growth may well remain below the level signalled by these surveys

China PMI

Markit Oct: 
SB1M ŦΩŎŀǎǘ

Markit Oct: 
SB1M ŦΩŎŀǎǘ
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Manufacturing ISM marginallydown in October, and still very strong!

The index was down 0.3 p to 60.8, 0.2 better than expected. Prices are still rising fast; orders slowed

ÅThe ISM manufacturing index fell slightly in October. However, the ISM has for months indicated ςand still does - an unusual rapid 
growth in manufacturing production, which so far has not been delivered
» In October, 16 of 18 manufacturing sectors reported growth, down from 17, 2 down (wood products and non-metallic mineral products)

ÅThe new orders index fell to 59.8, down 6.9 p from September
Å42 commodities (from 41) are up in price, only the price of wood was down
Å{ǘƛƭƭΣ ΨƧǳǎǘΩ нс ŎƻƳƳƻŘƛǘƛŜǎ ǿŜǊŜ ǊŜǇƻǊǘŜŘ ƛƴ short supplybut up from 24 in September (more than 50 were reported in short supply a 

few months ago). The supplier deliveries index anyway also rose in October, signalling longer delivery times
ÅIn their comments, companies are complaining on all sorts of shortages, including extreme labour shortages. Demand is still strong 

USA ISM
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Services ISM shot up to ATH, by far!! The composite PMI signals 6% growth

Up 4.8 p to 66.7, expected unch! All 18 sectors reported growth. Delta is not any problem anymore

ÅΧ ƛŦ ƛǘ ŜǾŜǊ ǿŀǎΦ  ISM services orders, delivery times, input prices are surging- and faster. Employment is growing but slower 
ςand inventories are falling rapidly, according to ISM

ÅaŀǊƪƛǘΩǎ ǎŜǊǾƛŎŜ taL also rose sharply, and even more than first reported. The index is at 58.7, a more than decent level

ÅTogether with their manufacturing indices, the PMI/ISMssignal some 6% Q3 GDP growth, well below the actual growth in 
Q2 (6.5%)

ÅPrices indices ŀǊŜ ǎƻŀǊƛƴƎ όŎƘŜŎƪ ƴŜȄǘ ǇŀƎŜύΣ ŦƻǊ ƛƴǇǳǘ ǇǊƛŎŜǎ ŀǎ ǿŜƭƭ ŀǎ ƻǳǘǇǳǘ ǇǊƛŎŜǎ όƛƴ aŀǊƪƛǘΩǎ taLύ

USA ISM/PMI
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Norwegian manufacturing PMI a small tick down in October, level still high

The Norwegian PMI down 0.5 p to 58.5, we expected 58. Delivery times, prices straight up, here too 

ÅThe new orders index rose (both domestic & exports), while the employment index and the delivery times index fell

ÅBusinesses here, as many other places, are reporting of bottlenecks and increased input prices (check next page). We doubt 
the record high delivery time index signal strength in the manufacturing sector, and an index excl. this component is more 
relevant now (like in other countries, check next page)

ÅOther surveys have turned up lately to above-average levels

ÅEven if surveys have been reporting growth, actual production has fallen slightly since April

Norway PMI
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Both exports & imports up in Oct, exports are record high. An ATH trade surplus

Exports 4% higher than expected, imports 2% lower ςand import volumes are not impressive!

Å Exports grew by 3% in USD terms in Oct (our seas adj), and are up 27% y/y, from 28% in Sept, expected down to 22%. Export volumes very likely rose too and 
the level is high, up 20% vs the pre-pandemic level and 13% above the p-p trend path! Signals still strong global demand for goods. Prices are up 15% y/y

Å Importsvalues added 5% m/m and are up but are up 21% y/y, up from 18% in Sept, expected up 26% (an optimistic estimate). Recent monthsimport values 
have flattened, and as prices have climbed, import volumes are down some 8% since the spring. Import volumes are now below the pre-pandemic trend. 
Prices are up 25% y/y. Oil and iron ore import volumes were still weak in Oct, while coal imports remained high following thesurge in Aug

Å The trade surplusǿŀǎ ǘƘŜ ƘƛƎƘŜǎǘ ŜǾŜǊ ƛƴ hŎǘΣ ŀǘ ¦{5 уп ōƴΣ ŜȄǇŜŎǘŜŘ ΨƧǳǎǘΩ сп ōƴΗ IƻǿŜǾŜǊΣ ǎŜŀǎΦ adj, the surplus fell slightly to USD 70, from ATH in Sept

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 arestill wrong! The decline 
in imports confirms a softening of domestic demand, both retail sales and investments. So far, the slowdown is modest, in importǎ ǘƻƻΣ ŀƴŘ ǿƛǘƘƛƴ ǘƘŜ ΨƴƻǊƳŀƭ 
ups and downs in activity

China

Basedon SB1M priceest. 
for the last month(s)
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Oil imports flat since mid 2018, are down almost 20% (2 mb/d) since H1-20

Iron imports have stabilised recent months

Å3 years without growth in oil import or domestic demand is rather surprising? 

ÅSome inventory/reserve building/drawdowns may explain short term deviations 

China



ÅThe FOMC left the target rateunchanged at 0-0.25%, as everybody 
expected. 

ÅThe Federal Reserve will immediately reduce its monthly QE 
programby USD 15 bn, government bonds to USD 70 bn from 80 
bn, and mortgage bonds to 35 bn from 40 bn. In December, the 
amount will be reduced by another 10 + 5 bn ςand the last 
purchase will take place in June, if the tapering continues at the 
same pace

» The argument for starting tapering is that sufficient progress is made 
ǘƻǿŀǊŘǎ CŜŘΩǎ ǘŀǊƎŜǘǎ

ÅHowever, the FOMC is not planning to hike the signal rateanytime 
soon, at least according to chair Powell ςas the maximum 
employment and 2% over time inflation targets are not met. Given 
actual inflation data ςand the FOMCs Sept inflation forecast, it is 
the employment target which is not yet met. The FOMC even 
ƳƻŘƛŦƛŜŘ ƛǘǎ ΨǘǊŀƴǎƛǘƻǊȅΩ ƛƴŦƭŀǘƛƻƴ ƻǳǘƭƻƻƪΣ ōȅ ǎǘŀǘƛƴƎ ǘƘŀǘ ǘƘŜ 
elevated inflation is expected to betransitory 

ÅAt the press conference Powell stressed the need for getting 
employment back up to the pre-pandemic level, and several times 
stated that the Covidsituation is responsible for the lack of supply 
and the increased mismatch at the labour market. The pandemic 
has also created havoc in the supply chains. On the other hand, he 
promised vigilance should inflation become a lasting challenge

ÅMarket reactions: Yields rosesome few bps at Wednesday ςbut fell 
sharply Thursday and Friday as the yield sentiment turned sharply 
Řƻǿƴ ŦƻƭƭƻǿƛƴƎ .ŀƴƪ ƻŦ 9ƴƎƭŀƴŘΩǎ ƴƻ-hike decision 
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Fed starts tapering now, will come down to zero in June

Χ ōǳǘ tƻǿŜƭƭ ǎǘƛƭƭ ŀǎǎǳƳŜ ǘƘŀƴ ŜƳǇƭƻȅƳŜƴǘ ƛǎ ǿŜƭƭ ōŜƭƻǿ ŀ ƳŀȄƛƳǳƳ ƭŜǾŜƭΣ ƴƻ ǊŀǘŜ ƘƛƪŜ ŀƴȅǘƛƳŜ ǎƻƻƴ

USA
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Solid gain in employment but no growth in the participation rate

Virus relief in October but the real story is the lack of supply ςand wage growth

Å Employment ǊƻǎŜ ōȅ ромΩ ƛƴ hŎǘƻōŜǊΣ ƳƻǊŜ ǘƘŀƴ ŜȄǇŜŎǘŜŘ όплл ςпрлΩύ ςthough real expectations were lifted after the even better ADP reportΦ tǊƛǾŀǘŜ ǎŜŎǘƻǊ ҌслпΩΦ ¢ƘŜ 
ƘƛǎǘƻǊȅ ǿŀǎ ǊŜǾƛǎŜŘ ǳǇ ǘƻǘŀƭƭȅ норΩΦ 9ƳǇƭƻȅƳŜƴǘ ƛǎ ǎǘƛƭƭ Řƻǿƴ пΦн Ƴƛƭƭ ό-2.8%) vs. the pre-pandemic level. The employment rate is down 3.9%, implying 6.2 mill lost jobs

» The lift in employment was broad, with leisure/hospitality in the lead - but this sector is still down 8.2% vs. the pre-pandemicƭŜǾŜƭΦ 9ŘǳŎŀǘƛƻƴ ƛǎ ǎǘƛƭƭ ƭŀƎƎƛƴƎΣ Řƻǿƴ тлΩ ς
and down 5% vs. Feb-20

Å The participation rate was flat at 61.6% ,expected one tick up ςand the trend is still flat, even if demand for labour is strong. The unemployment rate fell 0.2 p to 4.6%, 
expected 4.7%. The unemployment rate has fallen faster the past 4 months than ever before (barring last summer). Underemployment is falling too, and is low

Å Average wages rose by 0.4%, as expected, and wages are up 4.9% y/y. All sectors are reporting higher wage inflation ςand all wage indicators now tell the same story

Å The lack of supply ςthe flattish participation rate ςis still the huge mystery, and threat. 4.4 mill workers are missing. Without an increase in the participation rate, US is 
running out of available workers ςwhich the SMBs were still reporting in October. It became marginally less difficult to fill position ςbut still extremely difficult. The Fed 
can still claim that the maximum employment target is not yet met ςbut may the bank be forced to adjust its position not beforetoo long?

USA



33

The participation rate flat in October ςat a very low level 

Why are not more workers returning to the labour market when demand is so strong?

ÅThe labour force participation rate is down 1.7 pp (vs the working age population) vs the pre pandemic level, equalling 4.5 mill persons 

ÅIn October 1.3 mill. persons (down from 1.6 mill in Sept and 2 mill in August) responded that they did not search for work (and thus 
were excluded from the work force) for Covid-19 related reasons (like fear of the virus, lack of work opportunities, parents having to 
stay home to take of their children as schools were closed etc, and not because their job was closed down). These 1.3 mill persons 
equal 0.8% of the labour force, and represents a labour market reserve. However, there are not more workers outside the labour 
force than want a job than normal(see some pages further out)

» However, it is still unclear if all these workers will enter the labour force when the corona explanation is not relevant anymore, as 2/3 of them say that 
they do not want a job. Thus, the real reserve may be less than 0.5 mill

USA



34

Not that manyoutsidethe labour force that saythey want a job

In fact, thisΨǊŜǎŜǊǾŜΩ ƛǎ ŀǘ closeto an averagelevelςbut higherthan beforethe pandemic

ÅCovidrelatedoutsiders areincludedin thesediscouragedworkersdata

USA



Memo: On the chart to the left above, wages for non-supervisory workers are shown. When all employees are included, growth is slightly lower in most sectors
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Wages are up 7% ς12% vs the pre-pandemic level (a 3 ς7% growth pace, avg 6%)

Χ !ƴŘ ǿŜƭƭ ŀōƻǾŜ ǘƘŜ ǇǊŜ-pandemic growth path in all sectors. Now all wage indicators agree

ÅThe two wage indicators that takes into account the impact of changes in the employment mix, the Employment Cost 
Index and Atlanta Feds Median wage index have joined band, wages are now clearly accelerating

Å¢ƘŜ ƴŜȄǘ ǘǿƻ ǇŀƎŜǎΣ ƻǳǊ ΨǎǘŀƴŘŀǊŘΩ ŎƘŀǊǘǎ ƻƴ ǿŀƎŜ ƛƴŦƭŀǘƛƻƴ ǾǎΦ ǾŀŎŀƴŎƛŜǎ 

USA
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! ǘŀŘ ŦŜǿŜǊ {a.ǎ ǊŜǇƻǊǘŜŘ ǘƘŜȅ ǿŜǊŜ ƴƻǘ ŀōƭŜ ǘƻ Ŧƛƭƭ ƻǇŜƴ Ǉƻǎƛǘƛƻƴǎ ƛƴ hŎǘΧ

But the share is close to ATH, and even more company reported plans to increase compensation

Å{a.Ωǎ ƘƛǊƛƴƎ Ǉƭŀƴǎ are still close to record high too, and unchanged to October from September

ÅAs a consequence, companies reported the most aggressive wage increase plansever in October (data from 1986)

» The share of companies that reported plans to lift compensation rose to  38% from 36%. Until 2021, the max level was 30%, 
and the average level is below 20%

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

USA
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A tight labour market may well lead to substantially higher wage inflation 
The correlation to changes in Atlanta Fed median wage index is very close

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

ÅThe correlation vs changes in actual wage growth some months later (6 ς12 months) is pretty strong

ÅThe correlation between unfilled vacancies and actual wage growth is even tighter, with the same lag

Å²Ŝ Řƻ ƴƻǘ ƪƴƻǿ Cha/Ωǎ ǿŀƎŜ ŦƻǊŜŎŀǎǘǎ ōǳǘ ǿŜ ŀǎǎǳƳŜ ǘƘŜȅ ŀǊŜ ǊŀǘƘŜǊ ǳǇōŜŀǘΣ ŀǎ ǘƘŜ ōŀƴƪ ŜȄǇŜŎǘ ƛƴŦƭŀǘƛƻƴ ǘƻ ǊŜƳŀƛƴ ŀōƻǾŜ 
target the coming 3 years (and the price level to be deviate even more from a long term 2% path). However, the Bank could 
impossibly have factored in a wage growth anything close to what companies now signals or even less what the current 
tightness of the labour market may imply

USA
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Volatile data but cost inflation is probably accelerating

Hourly compensation has accelerated far more than productivity, unit cost inflation has increased

Å Productivity ŦŜƭƭ ōȅ р҈ ǉκǉ ŀƴƴǳŀƭƛǎŜŘ ƛƴ vоΣ ŀƴŘ ƛǎ Řƻǿƴ лΦр҈ ȅκȅΦ IƻǿŜǾŜǊΣ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ǘǊŜƴŘ Ƴŀȅ ōŜ ǎǘƛƭƭ ōŜ мΦр҈ όōǳǘ ΨŦƻǊƳŀƭƭȅΩ ōȅ 1.9% since Q4-19)

Å Hourly compensationrose by 2.9% in Q3, and are up 4.3% y/y. However from Q4-19, compensation is up at a 5.9% pace, well above growth in productivity. If 
this growth due to changes in employment mix, productivity should have accelerated at the same pace, as low paid/low productivity jobs were cut 

Å Unit labour costsclimbed at a 8.3% pace in Q3, and costs are up 4.8% y/y. Since Q4-19, ULC has increasing at a 4.2% pace, far above the pre-corona trend 
growth

Å Over time, price inflation is close to equal to growth in labour costs. The current pace of cost inflation is not consistent with 2% inflation over time

USA



ÅIt was a close call, the majority (7) said after the meeting, and 
two members voted for a hike to 0.25%, from the present 0.1%

ÅHowever, the bank states that it would be necessary over coming 
months to increase Bank Rate in order to return CPI inflation 
sustainably to the 2% target

ÅStill, the majority argued that by await the two employment 
reports before the December some uncertainty on the impact of 
the termination of the of the furlough scheme could be reduced

ÅThe Bank recognises the record high vacancy rate, at the 
unemployment prognosis was lowered further

ÅThe Bank expects inflation to be elevated for still some time but 
ŜȄǇŜŎǘ ǘƘƛǎ ǎǳǊƎŜ ǘƻ ōŜ ΨǘǊŀƴǎƛǘƻǊȅΩΣ ŀƴŘ ǘƘǳǎ ƴƻǘ ǇŜǊǎƛǎǘŜƴǘΣ ǘƘŀǘ 
is not lead to higher wage inflation over time. The inflation rate is 
expected to decline to target not before 2024. The 2023 ŦΩŎŀǎǘis 
lifted to 3.4% from 2.5%, even if the Bank accepts market rates, 
that had climbed by more than 75 bps since the August MPR was 
published

ÅNo changes in the QE program, which has a target at GBP 875 bn 
in government bonds and an additional GBP 20 bn in corporate 
bonds. The target will soon reached. The sum stands at GBP 877 
bn, and monthly purchases have slowed to 7 ς8 bn. Two 
members wanted to stop buying immediately 

ÅMarkets had expected the Bank to hike now, as governor Baily 
has been interpreted as signalling rate hike was near. The Bank 
was also judged to be dovish in some of its comments. Thus, 
market rates fell sharply, by up to more than 25 bps. Even so rate 
expectations are still higher than 3 weeks ago

ÅThe GBP fell 1.7% last week. So from time to time, interest rates 
are important for the f/x market!
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Bank of England: Soon, but not now! 

Markets (but not economists) expected a hike but a split BoE committee decided to wait

UK
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Norges Bank confirmed the plan, a next hike in December

The bank is not in all in doubt about the next step

ÅKey policy rate was kept unchanged at 25 bps, as 
everybody expected

ÅbƻǊƎŜǎ .ŀƴƪ ǊŜǇŜŀǘǎ ǘƘŀǘ Ωa normalising economy 
suggests that it will be appropriate to raise the policy 
ǊŀǘŜ ŦǳǊǘƘŜǊ ŦǊƻƳ ǘƻŘŀȅΩǎ ƭŜǾŜƭΦ ¦ƴŎŜǊǘŀƛƴǘȅ ǎǳǊǊƻǳƴŘƛƴƎ 
the effects of higher interest rates warrants a gradual 
ǊƛǎŜ ƛƴ ǘƘŜ ǇƻƭƛŎȅ ǊŀǘŜΩ.

ÅFRA-rates fell sharply last week, but not due to new 
signals from Norges Bank or weak Norwegian data 
(barring an increase in virus infections and 
hospitalisations). The setback was due to foreign factors
» The no-hike-decision in Bank of England, dovish comments 

from the Federal Reserve, and the decline in oil prices were 
probably the most important factors behind the decline in rate 
expectations abroad

ÅThe FRA curveis still aboveNorges .ŀƴƪΩǎSeptember 
interest rate path from mid 2022 to mid 2023. The FRA 
curvedoesnot discountmore than a 25 bp hikeper 
quarter (and per MonetaryPolicy Report), and it did
not beforelast ǿŜŜƪΩǎmoderation

Beforemeeting

Norway
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House price inflation has slowed ςup 0.2% in October

Our models signal a faster price increases than seen recently. Higher rates to blame for the slowdown

Å House prices rose by 0.2% in Oct, unchfrom Sept, we expected 0.4%. Prices are up by 3.8% 3m/3m (annualised), down from above 12% in March. Prices are up 
7% y/y. In both September and October prices rose a tad less than Norges Bank assumed in the Sept MPR

Å Prices fell 1.1% in both Kristiansand and Stavanger, even if news from the oil sector has been good. Prices fell marginally in Oslo but rose in all other towns, the 
Ƴƻǎǘ ƛƴ .ƻŘǄΣ ŀǎ ǳǎǳŀƭ ǘƘŜǎŜ ŘŀȅǎΦ bƻǿ ŎƭŜŀǊ ǇŀǘǘŜǊƴ ƻŦ Ψƻǳǘ ƻŦ ǘƻǿƴǎΩΣ ƴƻǘ ƭŀǎǘ ƳƻƴǘƘ ƻǊ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ƳƻƴǘƘǎΦ Price inflation has slowed everywhere, and 
Ƴƻǎǘ ƛƴ hǎƭƻ ŀƴŘ ƛƴ ǘƘŜ ǎǳǊǊƻǳƴŘƛƴƎ ΨǘƻǿƴǎΩ 

Å The number of transactionswas stable, levelstill above the pre-Covid level. The inventory of unsold homesrose marginally from the ATL in September

Å Our Norway x Oslo flow based price model signals a 0.75% m/m price growth, our Oslo model +1%, from zero 6 months ago. Very likely, the outlook for higher 
rates is dampening willingness to pay

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

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

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

ÅOur national x Oslo model based on flows and the inventory signals a 0.7% growth in house prices per month

ÅOur Oslo model signals a 1%+ growth (up from zero 6 months ago)

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

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ43

All main regions are surprising below par

But the global surprise index has stabilised recent weeks

Global economy

ÅBoth US, EMU and China surprises are on the downside, but less last week too

ÅEmerging Markets x China flipped sign, to the negative last week, after more than 

one year at the positive side. However, actual date from EM x China is not that bad, 

and the PMIs are recovering

ÅNorwayhas surprised sharply on the downside, according to Citi














































































































































































































