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Omicron: High transmissibility seems to be confirmed. 
But howmany will need hospital treatment? No consensus yet
ÅThe past week has not revealed many new factson the Omicron variant. We were quite sure one week ago that the new variant was 

much more transmissible than the Delta variant, which has been confirmed ςboth in South Africa and in Oslo
» In the S-A Gauteng province, the number of new cases grew 5 times last week (400%). The R equals some 3+, given the present social 

distancing/immunity/vaccination there. The Delta variant had an R at 1or below in the same environment. (The comparison may be even worse, we 
assume social distancing has increased in Gauteng ςand even so Omicron cased are exploding. In addition, we assume that a majority of those who are 
infected, are not tested ςwhich may be good news vs. the probability of hospitalisation

» Sofar the most transmissiblevariant has conquered the virus marketeverywhere, and it seems very likely thatOmicronsoon will become dominant, 
globally ςand that it will not take long time. The virus is now found in a large number of countries

» Immunity from previous infectionsare sharply reduced compared to the previous variants where an infection reduced the probability for being reinfected
by some80%. The Omicron was 2.4 times more effective in breaking through, which should imply that the real immunity rate has been lowered to 50%

» There isno research regardingto what extent vaccines are protecting ŀƎŀƛƴǎǘ ƛƴŦŜŎǘƛƻƴ ŦǊƻƳ hƳƛŎǊƻƴΣ ǿƘƛŎƘ ƛǎ ŎǊƛǘƛŎŀƭ ƛƴ ǿŜƭƭ ǾŀŎŎƛƴŀǘŜŘ ŎƻǳƴǘǊƛŜǎΦ {ŎŀǘŜŎΩǎ 
Oslo Christmas party, where half of 120 participants (and 60 otherguests/employees at the restaurant) quite likely got infected from two participants who 
had come in from South Africa implies thatthe vaccinesdo not protect anybetter than earlier infections, that is 50%. 

» If protection from earlier infections or vaccines are reduced to 50% from 80%, the virus will spread at 2 ς3 x faster pace among these groups. 

» In most countries the Delta R close to 1 now.  If an Omicron virus is allowed to spread - everything else qual, after some 10 weeks, 50 - 60% of the 
population will be infected at the same time. Then we would better hope that just a very tiny proportion of those need any medical help, because it can 
not be given. (Thetotal no.of bedsin hospitalsis some 0.15% in Norway, not to mention the 0.015% ICU bed capacity) 

» Should social distancing be the preferred strategyto keep the Omicron at bay (an R not much above 1) until new vaccines willbecome availableafter
some months, draconianmeasureswill beneeded

» Most likely,more information will be available during regarding transmissibility and the effectiveness of vaccines during this or the next week

ÅEvenmore important how harmful the Omicron variant is for both vaccinated and those unvaccinated

» Different storieshavecomeout form{ƻǳǘƘ !ŦǊƛŎŀΣ ǘƘŜ ƛƴƛǘƛŀƭ ǊŜǇƻǊǘǎ ǎŀƛŘ ǘƘŀǘ ǘƘŜ ǎȅƳǇǘƻƳǎ ǿŜǊŜ ΨŜȄŎŜǇǘƛƻƴŀƭƭȅ ƳƛƭŘΩΣ ŀƴŘ ǎƻƳŜ ǊŜǎŜŀǊŎƘŜǊ ŎƭŀƛƳ ǘƘŀǘ 
symptoms are similar to an ordinary cold (and there may be some common cold elements in the new virus, and it may fasten in the upper part of the 
respiratory system, not deep down in the lungs, as the previous versions of the virus have done

» South African data implies a substantial reduction in the hospitalisation rate but given that the virus have exploded over a very short period of time, this 
calculus is uncertain (see charts somefew pagesout in this report). Thebesthopewould be the real no. of infections is much higher than reported

» Most immunologists expect the T-cells created by vaccines will protect rather well against serious illness and death, also against the Omicron variant. The 
outcome is extremely important for how much harm the new variant will create.  So far, no clinical results are published, as far as we know

» Most likely, this or the next week will reveal somefactson how harmful the new virus variant is 

Last week: The virus, part I



Omicron: High transmissibility seems to be confirmed. 
But how many will need hospital treatment? No consensus yet

Our scenarios are the same as one week ago ςas news during week has not brought any clarity on the uncertain points

1) The best case:²Ŝ ǿƛƭƭ ΨŀƭƭΩ ōŜ ƛƴŦŜŎǘŜŘ ōǳǘ very few do get really sickςwhile those infected with Omicron also gains immunity vs the other 
variants. If so, we will soon win the fight against the Covid! 

2) A bad case: If health consequences are ŀƴȅǘƘƛƴƎ ŎƭƻǎŜ ǘƻ ǘƘŜ 5Ŝƭǘŀ ǾŀǊƛŀƴǘΩǎ ŀƴŘ ŀ ƳǳŎƘ ƘƛƎƘŜǊ ƴǳƳōŜǊ ƻŦ ǇŜƻǇƭŜ ǿƛƭƭ ōŜ ƛƴŦŜŎǘŜŘΣ serious 
challenges in our health systems, of which some are already under pressure. A substantial increase in social distancing will be needed to 
prevent a health crisis. It will still take time to for the virus to burn through the population. Bad for the economy & most markets(and 
probably more than what is priced in now)

3) The ugly case:The new variant spreads like a wildfire, and more of those infected get really sick ςand it will take time to develop good 
vaccines (Modernasays early 2022!!). A nightmare, of course. Some very hard choices will have to be made ςand many people will decide 
themselves ςby self isolating. Economic & market consequences will be substantial, at least for some months

Scenario 3 seems too pessimistic, but even 2 may become rather dramatic as the number of persons infected at the same time will 
become far higher than earlier in the pandemic. On the other hand, it will not last forever. Barring another strange variant turƴǎ ǳǇΧ

ÅPost festum, on the Deltavariant: It would have been manageable!

» Lastweek,a largemajority of countries reported a decline in new cases vs. an increase the previous weeks

» Both Austria and Netherlands are reporting a decline in new cases, following the lockdowns/restrictions imposed 2 ς3 weeks ago. They 
managed to takt the Delta R below 1 ςand Austria well below 1. They could soon start easing the tight restrictions. At least ifnot the Omicron 
ŀǊǊƛǾŜǎΧ

» In Austria, the number for hospitalised patients are on the way down too.  In Norway, the hospitalisation rate have fallen sharply, at least 
partly because those over 65 have received a booster vaccine shot

» Mobility is so far close to stabile at high levels in the West, barring Austria and Netherlands ςbut there is now of course a substantial 
downside risk

» and as the virus is on the retreat in most countries in the Asia, mobility is normalising here too, which should ease supply chains problems 
ǎǘŜƳƳƛƴƎ ŦǊƻƳ ǘƘƛǎ ǇŀǊǘ ƻŦ ǘƘŜ ǿƻǊƭŘΦ ¦ƴǘƛƭ ǘƘŜ hƳƛŎǊƻƴ ŀǊǊƛǾŜǎΧ 

Last week: The virus, part II



ÅNovember (final) PMIs
» The global composite PMI gained 0.3 p to 54.8 in November, signalling a 4 ς5% global growth rate, well above trend ςbefore the new virus variant arrived in late 

November. Richcountries (DM) contributed at the upside, EM slightly at the downside, including (on of) the Chinese PMI. Just 2 countries are reporting PMIs < 50. The US 
ISM service sector index (not included in the global PMI) wasextremelystrong.Delivery times may have peaked but price indices are still surging, signalling a further uptick 
in inflation. However, commodities prices are now easing due the Omicron risk ςas also the growth outlook has become more uncertain

ÅAuto sales
» Sales fell in both US and EMU but rose in Japan. Globalsalesaredownalmost20% vs the 2019 level. Norwegian sales are up by a incredible 30%! More countries are 

reporting this week

ÅUSA
» Transitory turned out to be transitory.CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎPowellfinallyacknowledged what colleagues at the FOMC and the market has told him for a while, itisno longer 
ŀǇǇǊƻǇǊƛŀǘŜ ǘƻ ŘŜǎŎǊƛōŜ ǘƘŜ ǎǳǊƎŜ ƛƴ ƛƴŦƭŀǘƛƻƴ ŀǎ ΨǘǊŀƴǎƛǘƻǊȅΩΦ 9ǾŜƴ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘΣ ƘŜ ŘŜǎŎǊƛōŜŘ ǘƘŜ ŜŎƻƴƻƳȅ ŀǎ ǾŜǊȅ ǎǘǊƻƴƎΦIf the Omicron does not knock down the 
economy,the FMOC will taper off the bond buying program faster than signalled in at the November meeting. Then the Fed could start hikingfar earlier than indicated so 
far. Interest rate expectations rose but less than they fell onthe initial Omicron news. The long endof the curve has fallen sharply, on lower inflation expectations ςas the 
Fed now signals willingness to address the short term challenges. How it is possible to do so without lifting the real rate which was unchanged, and deeply into negative 
territory is still a mystery to us. Feds Beige bookΣ ǇǳōƭƛǎƘŜŘ ŀŦǘŜǊ tƻǿŜƭƭΩǎ ƳŜǎǎŀƎŜ ŎƻƴŦƛǊƳŜŘ ǘƘŀǘ ŎŀǇŀŎƛǘȅ ŎƻƴǎǘǊŀƛƴǘǎ όƳŀǘŜǊƛŀƭǎΣ ƭŀōƻǳǊύ ŀǊŜ ƭƛƳƛǘƛƴƎactivity,not demand

» Nonfarm payrolls growthwas less thanhalf a strong as expected in November but the household survey reported much higher growth, and the unemployment rate fell by 
0.4 pp to 4.2% (expected 4.5%). The most positive piece of news was a 0.2 pp lift in the participation rate ςwhich still remains well below the pre-pandemic level. A further 
increase can not be ruled out but the supply side has been stubbornly slow to respond to the unprecedented strong demand for labour ςconfirmed by the NFIB (SMB) 
survey on ability for fill job openings and plans for wage hikes the coming months (and a low inflow of jobless claims last weektoo). Actual wages rose a tadslowerthan 
expected in November but wage inflation is well above the pre-pandemic level

ÅEMU
» CPI inflation accelerated sharply in November, both the headline and the core, to 4.9% and 2.6% resp. However, the core is still up just 1.4% in average of the past 2, as 

years. The steep surge in energy prices is the main culprit. However, the surge in producer prices, also excluding energy,  is awarning sign, as are aggressive plans for lifting 
prices

» Unemployment is steadily falling, and fell further below the pre-pandemic level in October to 7.3%, as expected. At the same time, the vacancy rates Ƙŀǎ ΨŜȄǇƭƻŘŜŘΩΣ ǘƻ ǘƘŜ 
highest level ever. Still wage inflation seems to be in check, at least compared to the US

ÅNorway
» NAV open unemployment fell by 0.2 pp to 2.3%, 0.1% below bƻ.ŀΩǎforecast ςand just 0.2 pp above the low pre-pandemic level. New jobless remains very low, and new 

vacancies are still on the way up

» House prices rose 0.3%, 0.1 pp less than we assumed. Price inflation has slowed and the upside is probably is probably limited even if Norges Bank should not hike rates 
(because the economy stumbles due to the Omicron attack -this time, rates will not be cut!). The inventory of unsold homes is close to record low and if not for rate outlook 
we suspect prices would have climbed by ¾ - 1% per month

» Domestic credit growth remainsin check, unchat 5.3% y/y in October. Business are borrowing more, households not. Because households are not allowed to borrow as 
much as they like

Last week: The economy



ÅGlobal auto sales
» Both US and EMU has reported lower sales in November, while sales in Japan rose m/m. Global sales 

are down almost 20% - due to the severe lack of data components

ÅChina
» Exports have been  very strong recent months after a pause during the summer. Volumes are up 20% 

vs the pre-pandemic level. Import volumes have fallen sharply recent months and the volume is just 
up a couple of pre cent late 2019.  Consensus forecasts imply small changes m/m in trade values in 
Nov

» Creditgrowth accelerated in Octoberςbut the trend isdownwards ςas the authorities wanted, until 
this autumn. Now they are trying to push the accelerator, at least they are trying to secure funding 
for solventrealestatedevelopers.

ÅUSA
» November inflation data are not expected to be a nice view, but next month it seems likely that 

energy prices will turn downwards, providing some relief for headline inflation at least. However, 
companies are reporting plans for hiking prices likewe have not seen before (data from 1974) ςnew 
data from the NFIB (SMB) surveyalso out this week

» TheJOLTS report unfilled job openings, quits etc. Vacancies have probably peaked butremainsat
extreme high levels

ÅEMU
» Finally, EMU GDP details will be available. Growth was excellent, 2.2% or more than 9% at an 

annualised pace

ÅNorway
» bƻǊƎŜǎ .ŀƴƪΩǎ ǊŜƎƛƻƴŀƭ ƴŜǘǿƻǊƪwill very likely report growth above trend the past months (is has 

been way above!), and that respondents expect slower but not slow growth the coming 6 months. 
However, as activity/employment in many sectors have normalised, and unemployment has fallen to 
a low level, the capacity for growth is more limited. A disclaimer: The Network has not been useful 
duringthe pandemic, as companies have not been able to calibrate their answers to what we are
lookingfor, growth forecasts

» We expect the expansion in Mainland GDPto continue in October. Employment grew rapidly,and
activity in travelandhotels rose further. We expect business services to gain speed too. Fisheries 
may become a drag

» We expectCPIinflation to acceleratein November, both headline and core. The big lift in the 
headline CPI will however come in Decdue to the recent hike in electricityprices. Coreinflation was
at just 0.9%in Oct, we expect a substantial lift in Nov, to 1.3%. Actual inflation is not important for 
bƻ.ŀΩǎmonetary policy stance
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The Calendar: Omicron +  China foreign trade, credit; US inflation, vacancies; A lot of No data

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

Time Count. Indicator Period Forecast Prior

Monday Dec 6

08:00NO Financial sector accounts Q3

08:00GE Factory Orders MoM Oct -0.3% 1.3%

Tuesday Dec 7

CH Trade Balance Nov $82b $85b

CH Exports YoY Nov 19.8% 27.1%

CH Imports YoY Nov 22.0% 20.6%

08:00GE Industrial Production SA MoM Oct 1.0% -1.1%

08:00NO Ind Prod Manufacturing MoM Oct (0.5%) 0.6%

09:30SW GDP Indicator SA MoM Oct 1.6%

10:00NO Region Survey: Output Past 3MNov (2) 1.79

10:00NO Region Survey: Output Next 6MNov (3) 1.65

11:00GE ZEW Survey Expectations Dec 25.1 31.7

11:00EC GDP SA QoQ 3Q F 2.2% 2.2%

14:30US Unit Labor Costs 3Q F 8.3% 8.3%

14:30US Trade Balance Oct -$66.8b -$80.9b

Wednesday Dec 8

12:00US NFIB Business optimism, pricesNov 98.2

16:00US JOLTS Job Openings Oct 10438k

Thursday Dec 9

02:30CH CPI YoY Nov 2.5% 1.5%

02:30CH PPI YoY Nov 12.0% 13.5%

08:00NO GDP MoM Oct 2.2%

08:00NO GDP Mainland MoM Oct (0.4%) 0.6%

14:30US Initial Jobless Claims Dec-04 228k 222k

18:00US Flow of funds 3Q

Friday Dec 10

08:00NO CPI YoY Nov 4.4%(4.5) 3.5%

08:00NO CPI Underlying YoY Nov 1.2%(1.3) 0.9%

08:00UK Monthly GDP (MoM) Oct 0.4% 0.6%

08:00UK Manufacturing Production MoM Oct 0.1% -0.1%

14:30US CPI YoY Nov 6.7% 6.2%

14:30US CPI Ex Food and Energy YoY Nov 4.9% 4.6%

14:30US CPI Ex Food and Energy MoM Nov 0.5% 0.6%

16:00US U. of Mich. Sentiment Dec P 68 67.4

20:00US Monthly Budget Statement Nov -$165b

During the week

CH Aggregate Financing CNY Nov 2700b 1590b

CH New Yuan Loans CNY Nov 1590b 826b



One outlier for both new cases and deaths are corrected 7

Theomicronhotspot: The Gautangprovicein South Africa

Anexplostionof newcases last week

ÅThe Omicron is highly transmissible, some 3 times more than the 
Delta variant in the Gautangregion, at least (an R at 3 now, Delta 
managed an R at 1 now)
» Previous infections do not protect that well against reinfections
» Very likely, vaccines protect far less vs. infections, cfr. the Scatec Oslo 

Christmas party

ÅHowever, there is still no consensus on the proportion of infected 
that need hospital treatment, neither for those who are vaccinated 
or the unvaccinated. So far, the proportion seems to be lower ςbut 
the Omicron outbreak is still too young (too few have been sick for 
long enough to make an assessment). Even so, the no. of 
hospitalised persons is on the way up too, due to Omicron
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The 2 most important chartstoday - Hospitalisationsare less up than new cases

However, the calculus is still uncertain, especiallyasnewcases in South Africaareexploding

ÅwŜŎŜƴǘƭȅΣ ΨƧǳǎǘΩ ǎƻƳŜ т҈ ƻŦ ǘƘƻǎŜ ƛƴŦŜŎǘŜŘ ƘŀǾŜ ōŜŜƴ ŀŘƳƛǘǘŜŘ ǘƻ ƘƻǎǇƛǘŀƭǎΣ ǘƘŜ ƭƻǿŜǎǘ ǊŀǘŜ ǎƻ ŦŀǊ ƛƴ ǘƘŜ ǇŀƴŘŜƳƛŎ ςas 
the number of new cases has grown much faster than new admissions (5 days ago cases were up 280%, while hospital 
admissions were up less than 100%
» Evenso, the number of new hospitalisations have grown faster than ever during the pandemic

ÅIn addition, as admission data are weekly sums (calculated per day at the chart above), and as cases are now exploding 
small changes in the lag structure may change the calculus substantially
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The Delta turned out to be manageable. Will the Omicron?

More countries reported fewer cases last week

Covid-19

Å15 countries were reporting more casesthe last week down from 25 
the previous week

Å28 countries reported fewer cases, up from 17! 

ÅAustria reported a steep decrease in new cases, following the tight 
lockdown

ÅMost likely,the Omicronis now having an impact in more countries 
than in South Africa

ÅSouth Africareported an extreme steep rise in new cases last week ς
due to the Omicron ςbut the level is still not highςasit is reported. 
But the real number of infected are probably much higher

Outsidescale
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More hospitalisations in Europe, and the in the US as well

However, levels are still not low outside Eastern Europe

Covid-19
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But Austria has turned the tide, and the no of hospitalised in UK is falling steadily

Growth has slowed in Norway. At least until the Omicron starts spreading

Covid-19
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Norway: New cases are not accelerating, growth in hospitalisations have slowed 

A 3rd dose, some changes in behaviour may have been sufficient to flatteƴ ǘƘŜ ƘƻǎǇƛǘŀƭΦ ŎǳǊǾŜΦ ¦ƴǘƛƭΧ

ÅΧ the Omicron spreads

Covid-19
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Mobility down in Austria, Netherland, Germany ςbut not much elsewhere

We are also spending more time at home at this time of the year at the Northern Hemisphere

ÅThe reduction in mobility is so less than during 
previous virus fights, at least outside Austria (were 
cases are falling rapidly)

ÅThe recent drop in mobility the US is due to 
Thanksgiving

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

Covid-19
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Global retail  has strengthened recent months, global trade is sliding down

Manufacturing production has been flattened due to the problems in auto industry

ÅRetail sales rose further in October and is 4½ % up vs the pre-pandemic level

ÅManufacturing productionhas stagnated since Aug mostly due deep cuts in auto production. The level is some 5% above the pre-pandemic 

level in October

ÅGlobal foreign tradepeaked in May and has fallen slightly thereafter. In September trade volumes fell more than 1%. The level is still more than 

4% 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 

ÅUS retail data are still very strong, although marginally below the March peak

ÅManufacturing production 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 strengthened last week but some clouds on the horizon

Last week -15% vs. 2019, up from -21% the prev. week (but some volatility in late November)

ÅUntil October, strong growth in no. of passengers in 
Europe, and the gap vs the US was reduced

ÅThe fight against the Delta has reduced aircraft 
movements in Europe especially in Austria (lower chart 
to the right)

Global economy
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Global GDP gained as India recovered sharply 

Strong growth in the EMU also contributed well. US & China grew just slowly

ÅGDP in India grew 12.2%  in Q3, following the 12.3% Delta virus setback in Q3 ςsubstantially better than we assumed 
(7.5%)

ÅThus, global GDP grew 0.3 pp more than we assumed in Q3, by 1.6%. In Q2, the collapse in India cut global growth to 
0.1%. The average over these two quarters at 0.85% equals a 3.5% growth pace, not impressive given the still 
substantial gaps vs. pre-pandemic growth trends (chart to the right). The global GDP is some 2.5 below trend

ÅSweden, Denmark, Norway, China and Finland is at the top of the list. UK, India and Spain is at the bottom (more 
countries next page, in fact Turkey is at the top J)

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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The global PMI further up in November, DMs still in the lead

The composite PMI rose by 0.3 p to 54.8, signalling growth well above trend,  at a 4.5%  pace

ÅThe global PMI was 0.1 pp below our forecast, based on the flash estimates from the rich part of the world

» Small changes in both the manufacturing & services PMIs

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

Å17countries/regions up in November (up from 13), 8 down (from 13), and just 2 below the 50-line (from 3)

ÅOur ISM composite index up to the lead, Sweden downgrade to the 2nd place. The Norwegian manufacturing PMI (total index) is no. 3 (but we do 
not compete in the composite league)

ÅThe Chinese PMIs have flattened, both are marginally above 50 ςand signals growth not far below normal

ÅOther EMs mixed, and in sum marginally down, as both Brazil and Russia reported weaker PMIs

Global PMI
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EM x China slightly down but still close to the best level since 2012

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.  Dk, No & Swat the top!

ÅThe global total manufacturing PMIflattened in November while the 
output index rise slightly
» 51% of countries/regions reported higher highertotal PMIs in Nov vs Oct, down from 

60%

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

» India gained further ground at the top in the EM universe

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

» EMsare still far weaker than DM, and the gap did not shrink further in Nov 

Global PMI

22
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The delivery times indexdown in November, has peaked??

Whyhave deliverytimes explodedonly in the rich part of the world? Due to strongdemandhere?

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. In EMs companies are complaining about longer delivery times

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  has not influenced the total 
index  - so we could use the total index as a proxy for activity. Not so now, the output index is more relevant

Global PMI
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Manufacturing price increases accelerated further in November

Price increases have been rather modest in Emerging Markets, even if they too are on the way up

Global PMI
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Mixed November PMIs, in sum marginally up ςand the level is not that low

The average of the two PMI data sets rose 0.5 p to 51.7, less than 1 p below the average since 2012

ÅThe NBS composite PMI rose by 1.4 p to 52.2, better than expected.  The level is 1.6 p belowaverage 

ÅaŀǊƪƛǘΩǎ ŎƻƳǇƻǎƛǘŜ lost 0.3 p 51.2. The level is 0.2 p belowthe average since 2012

ÅIn sum, the two PMIs were slightly up but still somewhat 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
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Services ISM up to another ATH. The composite ISM/Markit signals 6% growth!

¦Ǉ пΦм Ǉ ǘƻ сфΦмΣ ŜȄǇ Řƻǿƴ ǘƻ срΦ !ƭƭ му ǎŜŎǘƻǊǎ ǊŜǇƻǊǘŜŘ ƎǊƻǿǘƘΦ bƻ ǾƛǊǳǎ ǇǊƻōƭŜƳΦ Lƴ bƻǾŜƳōŜǊΧ

ÅISM services orders, delivery times, input prices are surging but not faster in Novemver. Employment is growing faster, as 
ǿŀǎ ǘƘŜ ΩōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘȅΩ ƛƴŘŜȄ ōǳǘ ǎƭƻǿŜǊ

ÅaŀǊƪƛǘΩǎ ǎŜǊǾƛŎŜ taL ŦŜƭƭ ǎƭƛƎƘǘƭȅ (0.1 p more than expected). The index is at 58.0, a more than decent level

ÅTogether with their manufacturing indices, the PMI/ISMssignal some 6% Q4 GDP growth, well above the actual growth in 
Q3 (2.1%)

ÅPrices indices are still reporting record high price growth (check next page), for input prices as well as output prices (in 
aŀǊƪƛǘΩǎ taLύ

USA ISM/PMI
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Oobs, the Norwegian PMI shot up 4.9 p to 63.7, the 2nd best in the world

We expected a small decline! Delivery times boost the index but the core is still at 59.7! 

ÅAll sub-indices in the total index contributed at the upside. Orders were the most sober ςand export orders are just in the balance
ÅBusinesses in Norway, as in other rich countries, 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)
» In November the input price index slowed somewhat ςbut companies are still reporting rapid price increases

ÅOther manufacturing surveys have turned up lately to above-average levels
ÅEven if surveys have been reporting growth, actual production has fallen slightly since April. Hope for something better now (if the 

virus does not take us down)

Norway PMI



ÅGrowth was unchanged at modest to moderate pace in most 
districts past six weeks (from moderate pace 12 weeks ago), 
ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ CŜŘΩǎ мн ŘƛǎǘǊƛŎǘ ōŀƴƪǎΦ ¢ƘŜ 5Ŝƭǘŀ ǾŀǊƛŀƴǘκcovid
was mentioned fewer times, while constraints due to supply 
chain and labour shortageswere widespread explanations and 
not demand ςwhich still was strong ςwere limiting production 

» No district reported strong growth, down from 2 in October

ÅNo sector reported weaker demand

ÅMost districts/sectors report further growth in employment, but 
growth was constrained by lack of labour. Childcare, retrirement
& covidsafityconcerns were cited as reasons for labour 
shortages

ÅWage inflationaccelerated and many districts are seeing a 
continued upward pressure on wages 

ÅPrice increaseswere widespread, as input factors became more 
expensive, and companies could lift their own selling prices with 
little pushback as demand was strong. A bright spot: 
Semiconductors and steel products had become more available

ÅThe outlook for overall activity remained positive in most 
districts but there were some uncertainty when supply chain and 
labour shortages would ease

ÅIn sum:The reports out of the 12 districts confirms that demand 
is not the problem, the supply side is!

28

Beige book: Growth at a modest to moderatepace, due to supply constraints

Supply side disruptions and labour shortages keeps growth in check, wages & prices on the way up

ÅNew signals from the Federal Reserve due to the Beige 
book?

» bƻΣ ŀ ǇƻƭƛŎȅ ǘƛƎƘǘŜƴƛƴƎ ǿŀǎ ŀƴƴƻǳƴŎŜŘ ōȅ CŜŘΩǎ tƻǿŜƭƭ ƘƛƳǎŜƭŦ 
before the Beige book was published! Barring a serious Omicron 
setback, the Federal Reserve will wind down its bond buying 
program faster than announced in November, paving the way for an 
earlier lift in the Fed funds rate

USA
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Mixed employment data but unemployment is falling rapidly

Wages are still growing faster than before the pandemic ςbecause the labour market is very tight

Å Nonfarm payrolls ǊƻǎŜ ōȅ нмлΩ ƛƴ bƻǾŜƳōŜǊΣ ŦŀǊ ƭŜǎǎ ǘƘŀƴ ǘƘŜ ŜȄǇŜŎǘŜŘ ррлΩΦ tǊƛǾŀǘŜ ǎŜŎǘƻǊ  ŀŘŘŜŘ норΩ ƧƻōǎΦ bƻ ƳŀƧƻǊ ǊŜǾƛǎƛƻƴǎΦ tŀȅǊƻƭƭǎ ŀǊŜ still down 3.9 mill (-2.6%) vs. 
the pre-pandemic level. The employment rate is down 3.1%, implying 5 mill lost jobs (that is, adjusted for growth in the workingage population)

» 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 gains 0.2 pp to 61.8% (expected up to 61.7), the best level so far in the pandemic ςthe best news in this report! Even so, the response from the 
supply side of the labour market has been extremely dismal during the strong employment recovery. The participation rate is down 2.4% (1.5 pp, 3,1 mill persons) vs the 
pre-p level

Å The unemployment rateΨŎƻƭƭŀǇǎŜŘΩ ōȅ лΦп ǇǇ ǘƻ пΦн҈Σ ŜȄǇŜŎǘŜŘ пΦр҈ - and it as fallen faster the past 5 months than ever before (barring last summer)

Å Average wages rose by 0.3%, 0.1 pp less than expected, Wages are up 4.8% y/y (0.2 pp below consensus), far above the pre-p norm. All sectors are reporting higher wage 
inflation ςand all wage indicators now tell the same story

Å Even if the participation rate finally grew in November, the supply side is obviously the bottleneck at the labour market. The tight labour market signals continued wage 
inflation at a level that is not consistent with inflation at 2% over time (barring a substantial productivity shock)

USA
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Finally, the participation gained two ticks but remains far below pre-p levels

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

ÅThelabour force participation raterose by 0.2 pp to 61.8% (of the working age population, 16 y +), the highest level so far during the pandemic 
ςno doubt the best piece of news in the labour market report

ÅStill, the participation rate is down 1.5 pp (vs the working age population) vs the pre pandemic level, equalling 2.4% or 3.9mill persons

» In November, 1.3 mill persons (-0.1 mill) responded that they did not search for work (and thus were excluded from the work force) for Covid-19 related reasons. Thus, 
Ƴƻǎǘ ƻŦ ǘƘƻǎŜ ǿƘƻ ƘŀǾŜ Ψƴƻǘ ǊŜǘǳǊƴŜŘΩ Řƻ ƴƻǘ ōƭŀƳŜ ǘƘŜ ŎƻǊƻƴŀǾƛǊǳǎ ǇŀƴŘŜƳƛŎ

ÅThe employment rate ŎƭƛƳōŜŘ лΦп҈ ǘƻ рфΦн҈ όǘƘŀǘΩǎ ǿƘȅ ǘƘŜ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ŦŜƭƭ ōȅ лΦп҈ ƻŦ ǘƘŜ ƭŀōƻǳǊ ŦƻǊŎŜύ ƻǊ ōȅ мΦмп ƳƛƭƭΣ ƻǊ р ǘƛƳŜǎ 
more than the increase in non-farm payrolls. Over time, these two measures are reporting the same growth rates, but they may differ from 
month to month. The employment rate is still down 1.9 pp, equalling 3.1% or 5 mill persons

USA
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Unemployment is falling at a record pace

The unemployment rate nosedived 0.4 pp 4.2% in November, 0.3 pp more than expected!

ÅThe recent five months, the unemployment rate has fallen at the fastest pace ever, barring the initial decline in the 
unemployment rate after the first Covid-19 shock last spring/summer

ÅIn September, the FOMC members expected that the unemployment rate would decline to 4.8% in Q4. In November it 
was 0.6 pp below this estimate, a level the bank assumed would be reached approx. in /August next year. It took just 3 
months, not 12

ÅHouseholds report that jobs very easy to get, as it the unemployment rate was well below 4%

USA
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All wage indicators are reporting higher wage inflation

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 the next pages) 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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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) 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

ÅNo doubt, these data were important for Powell and the Federal Reserve when they announced the change tack last 
week, after all inflation was perhaps not transitory 

USA
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Unemployment fell further in October ςto 7.3%

ÅUnemploymentis falling rapidly as the economies are opening up. In October, the unemployment rate fell 0.1 pp to 7.3%, as 
expected, and the level is well below the average in the months before the pandemic hit
» IƻǿŜǾŜǊΣ ǘƘŜ ƳƻƴǘƘƭȅ ŘŜŎƭƛƴŜ ƳŜŀǎǳǊŜŘ ƛƴ Ψллл ǘƻ спΩΣ ǘƘŜ ǎƭƻǿŜǎǘ ǊŜŘǳŎǘƛƻƴ ǎƛƴŎŜ ǘƘŜ ƭƛŦǘ ƛƴ ǳƴŜƳǇƭƻȅƳŜƴǘ ƛƴ !ǇǊƛƭ

ÅEmploymentrose by 0.5% in Q3, as over the previous 4 quarters, and it was 0.5% below the pre-pandemic level
» However, the best proxy for the real unemployment rate, at least vs. demand for labour, is the number of hours worked. In Q2, hours worked 

were down 4.1% vs the pre-pandemic level, as the average working hours have fallen sharply. Q3 was far better but no data yet

ÅThe no. of unfilled vacanciessharply in Q3, to the highest level ever (chart 2 pages fwd)

EMU
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Inflation up 0.8 pp to 4.9% in Nov, core up 0.6 pp to 2.6%, 20 ς30 y high!

!ƴŘ ǿŀȅ ŀōƻǾŜ ŜȄǇŜŎǘΦ όпΦп ϧ нΦо҈ύΦ 9ƴŜǊƎȅ ǇǊƛŎŜǎ ŀƴŘ ǘƘŜ ŘƛǇ ƛƴ ǇǊƛŎŜǎ ƻƴŜ ȅŜŀǊ ŀƎƻ ǘƻ ōƭŀƳŜΣ ōǳǘΧ

ÅΧ ǘƘŜ ŀǊŜ ǎƻƳŜ ƻǘƘŜǊ ǎǘƻǊƛŜǎ ǘƻƻ ςand inflation is the highest in decades

ÅThe headline HICP rose 0.7% m/m in November, as in October. Energy prices rose sharply ςŀƴŘ ǘƘŜȅ ŀǊŜ ƴƻǿ ǳǇ ну҈ ȅκȅ όōǳǘ ǎǘƛƭƭ ΨƧǳǎǘΩ ǳǇ мт҈ 
ŀōƻǾŜ ǘƘŜ ŀǾƎ нлмф ƭŜǾŜƭύΦ ¢ƘŜ ŀƴƴǳŀƭ ǊŀǘŜ ŀǘ пΦф҈ ƛǎ ŦŀǊ ŀōƻǾŜ 9/.Ωǎ ƛƴŦƭŀǘƛƻƴ ǘŀǊƎŜǘ ςbut prices are just up 2.3% over the past 2 years (in 
average)

ÅCore pricesrose 0.4% m/m, and the annual rate rose to 2.6%. Again, one year ago, annual inflation was just 0.2%, and the average over the past 
24 months is just 1.4%. The core CPI rate will probably decline substantially in Jan-22, as prices rose 1% m/m in Jan-21 (left chart, red circle)

» Food and beverage prices rose 0.4% m/m, while services were down 0.2%

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

EMU
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b!± ǳƴŜƳǇƭƻȅƳŜƴǘ ŦǳǊǘƘŜǊ Řƻǿƴ ƛƴ bƻǾΣ ΨƴƻΩ ƴŜǿ ŎƭŀƛƳǎΣ ǾŀŎŀƴŎƛŜǎ ŦǳǊǘƘŜǊ ǳǇ

Open unemployment down 0.2 pp to 2.3%, below bƻ.ŀΩǎŦΩŎŀǎǘ. Level just 0.2 pp above Feb-20

Å¢ƘŜ ΨŦǳƭƭ ǘƛƳŜΩ ƻǇŜƴ b!± ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ŦǳǊƭƻǳƎƘŜŘ ǿƻǊƪŜǊǎΣ ŦŜƭƭ ōȅ пΩ ƛƴ {ŜǇǘŜƳōŜǊ όǎŜŀǎΦ adjύ ǘƻ срΩ ǿŜ ŜȄǇŜŎǘŜŘ -нΩ ǘƻ сфΩ όhŎǘ 
was revised down). The rate fell by 0.2 pp to 2.3%, 0.1 pp below NoBaforecast. (Unadjusted, the rate fell by 0.1 pp to 2.1%, vs. 2.2% expected by 
us & consensus). The 2.3% rate is well belowthe 2000 ς2019 avgat 2.9%, and just 0.2 pp above the pre-pandemic level. 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 пΩ ǘƻ плΩΦIncl. labour 
marked measures, the total unemployment ŦŜƭƭ ōȅ млΩ ǘƻ мнлΩΣ ǘƻ нлΩ ŀōƻǾŜ ǘƘŜ ǇǊŜ-pandemic level. The rate is 4.2%, up from 3.5% in Feb-20

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

ÅLast week: The LFS (AKU) unemployment rate nosedived by 0.4 pp to 3.6% in Sept, far more than expected, as the employment rate rose further
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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 0.3% in Nov, up 0.1 pp from Oct, we expected 0.4%. Prices are up by 4% 3m/3m (annualised), down from above 12% in March. Prices are 
up 6.6% y/y

Å Prices in Oslofell by 0.1%, and faster in Trondheim and Tromsø. Prices rose most other places, and most in Kristiansand and Stavanger, following price cuts last 
ƳƻƴǘƘΦ bƻǿ ŎƭŜŀǊ ǇŀǘǘŜǊƴ ƻŦ ŀ Ψƻǳǘ ƻŦ ǘƻǿƴǎΩ ǎŎŜƴŀǊƛƻΣ ƴƻǘ ƭŀǎǘ ƳƻƴǘƘ ƻǊ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ƳƻƴǘƘǎΦ Price inflation has slowed everywhere, and most in Oslo and in 
ǘƘŜ ǎǳǊǊƻǳƴŘƛƴƎ ΨǘƻǿƴǎΩ 

Å The number of transactionsclimbed to arather high level. The inventory of unsold homesrose marginally but is still very low

Å Our Norway x Oslo flow based price model signals a 0.75% m/m price growth, our Oslo model almost +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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During the pandemic: Bodø/Fauske the winner, Tromsø and Stavanger the losers

Oslo andsurroundingEasternΨtownsΩ ƘŀǾŜ beenthe laggardsrecentmonths

ÅBodø the winner the past few months (3m/3m) as well

ÅNo clear pattern in changes in house prices during the pandemic or over the recent months but the 4 biggest cities 
have been somewhat on the weak side since before the pandemic. However, recent months both Trondheim and 
Bergen has been on the upper part of the ranking (3m/3m) ςwith Oslo and surrounding cities/areasat the bottom

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ39

The global surprise  index continues upwards almost up to par

US still above average, at China & the EMU crossed the line last week, Emerging x China still weak

Global economy

ÅEmerging Markets x China have fallen to below par, after more than one year at 

the positive side. However, actual data from EM x China are not that bad, and the 

PMIs are recovering (at least until November)

ÅNorwayhas been surprising sharply on the downside, according to Citi. But last 

week we returned almost to neutral, at least partly due the strong NAV report
































































































































































