
Macro Weekly

Week 51/2021

Harald Magnus Andreassen
Phone : (+47) 24 13 36 21
Mobile  : (+47) 91 14 88 31
E-mail : hma@sb1markets.no

SpareBank 1 Markets
Phone : (+47) 24 14 74 00
Visit  address: Olav Vs gate 5, 0161 Oslo
Post address: PO Box 1398 Vika, 0114 Oslo

20 December 2021

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



Highlights

The world around us

The Norwegian economy

Market charts & comments

2



Still no consensus on the health consequences of the Omicron variant - and other data points are 
confusing too ς3 weeks into the 5th wave
South Africa

ÅGrowth in new cases slowed further last week, and in the Gauteng province there is no growth at all, from incredible high growth rates the 
previous weeks. How come? Mobility is not that much reduced. Is herd immunity reached? What is the real infection rate with Omicron??

ÅGrowth in hospitalisation slowed in both Gauteng and in S-A in total. The hospitalisation rate has fallen to 6% from some 20% inaverage during 
earlier waves (but data have been volatile). Of those hospitalised:  
» approx. 9% need treatment in a ICU unit, down from 15 ς20% - a 50% reduction

» 3% need treatment in a ventilator, down from 7 ς10%,  a 66% reduction

» 14% are given oxygen, down from approx. 20%, a 40% reduction

In sum, if 1/3 as many as hospitalised as with Delta, and 66% fewer of them need the most intensive care in a ventilator, the health risk when infected by 
Omicron may be some 1/10 of a that from a Delta infection

ÅDeath statsconfirm that Omicron creates less sickness in S-A, the CFR has fallen to 0.2%, less than 1/10  compared to earlier waves

Denmark

ÅOmicron cases are exploding: 
» hƳƛŎǊƻƴ ŎŀǎŜǎ ǳǇ мм Ȅ ƭŀǎǘ ǿŜŜƪΦ мпΩ ǿŜǊŜ ƛƴŦŜŎǘŜŘΣ ǳǇ ŦǊƻƳ мΦнлл ςƛƴ ŀ ΨŦǳƭƭȅΩ ǾŀŎŎƛƴŀǘŜŘ ǇƻǇǳƭŀǘƛƻƴ

» hǘƘŜǊ ǎǘǊŀƛƴǎ ǿŜǊŜ ǳǇ мΦн ȄΦ прΩ ǿŜǊŜ ƛƴŦŜŎǘŜŘ  ƭŀǎǘ ǿŜŜƪΣ ǳǇ ŦǊƻƳ отΩ 

» Late last week, Omicron approached some 35% of the virus market, and will very likely take it all in some few days as mobility falls due to restrictions/individual behaviour 
ςbut not sufficient to stop the Omicron from spreading rapidly

ÅDanish researchers report than 1% of those infected need hospital treatment, in line with the earlier strains (which though havereported higher 
rates) . If they are correct, a disaster of course, given the explosion of cases. Hospital data will be essential the coming week!So far, no explosion

Norway

ÅThe no. of cases flattened last week. The spread of the Delta virus is very likely reduced by a substantial reduction in mobility. In number terms, 
the Omicron variant is not yet able to compensate for the decline in Delta cases. However if Omicron spreads like in Denmark (and it seems 
unreasonable to assume anything but that), growth in new cases will pick up again. New restrictions were imposed but far from a full lockdown

Elsewhere

ÅSeveral research projects confirm the hypothesis that Omicron seem to be less harmful as it attacks and stay in the upper respiratory system, not 
deep down in the lungs. At the same time, it spreads far easier

ÅStill, we have seen no reference to research stating that the risk for hospitalisation due to Omicron is significantly lower in the rich part of the 
world, even it that seems to be the case in South Africa

Å[ŀǘŜ ƭŀǎǘ ǿŜŜƪΣ ǘƘŜ hƳƛŎǊƻƴ ΨŎŀƳŜΩ ǘƻ ǘƘŜ ¦{Σ ŀǘ ƭŜŀǎǘ ŀǎ ŀƴ ƛƳǇƻǊǘŀƴǘ ǘƻǇƛŎ

Last week: The virus, part I 



ÅFederal Reserve confirmed a more rapid tapering, and paved the way for a spring hike in the Fed Funds rate ςthe market says 50/50 
for a March hike. The dot plot (the FOMC members interest rate paths) were lifted more than ever, by up to 70 bps, as the no.of hikes 
were doubled to 6 before end of 2023.Thus, a highly unusual policy shift but still not a surprise. Powell told us that he acknowledged 
that inflation was not transitory, and that policy had to be tightened more than 2 weeks ago (after been re-ƴƻƳƛƴŀǘŜŘΧύΣ ŀƴŘ ǎŜǾŜǊŀƭ 
FMOC member started weeks/months ago. (At the press conference Powell told us vividly about the indicators that came in, which 
literally (finally) brutally made him change his mind (the ECI, labour shortages, prices increases etc, a really memorable moment!). 
Powell also reasoned on when the maximum employment target is met: In the end, wage inflation will tell us, he said ςjust as we
always have been stressing ςand then he said that the labour market was tight, and the wages were rising ŦŀǎǘŜǊΧ 
» The very short end of the curve rose some few bps but from 2023 and onward, implied rates fell, and just technology stock struggled.  (By end of week, 

stocks fell probably more due to Omicron worries, than fear of tightening) 

» Even so, there a challenges ahead: The FOMC expect the price level to deviate sharply from the 2% path the coming years. At the same time, maximum 
employment target mustmore than fulfilled atleast next year, as unemployment is expected to fall to 3.5% and stay there, at a level below the assumed 4% 
NAIRU rate. ¢ƘǳǎΣ ǘƘŜ CŜŘ ƳƛǎǎŜǎ ōƻǘƘ ƻŦ ƛǘǎ ǘǿƻ ǘŀǊƎŜǘǎΣ ŀǘ ǘƘŜ ΨǎŀƳŜ ǎƛŘŜΩΦ ¢ƘŀǘΩǎ ƴƻǘ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ǘŜȄǘōƻƻƪ ƻƴ ŦƭŜȄƛōƭŜ ƛƴŦƭŀǘƛƻƴ targeting

» Wage inflation will not slow before demand for labour weakens substantially. So, expect more policy tightening, if the economy does not slow by itself. In 
fact, historically recessions have usually been the remedy for such problems. In addition, higher wage inflation will make a solid dent into profits the coming 
2 years, as always when the labour market is too tight. The outcome for richly priced risk markets seems to be sealed whatever outcome, growth will slow 
substantially with or without higher rates 

ÅThe ECBdecided to end the EUR 80 bn/month pandemic bond buying program (PEPP) by March, as indicated earlier. To compensate 
for the abrupt halt, the ordinary APP asset purchasing program will increase its buying by EUR 20 bn/month in Q2, and 10 bn/m in Q3, 
and then continue at the ΨǳƴŘŜǊƭȅƛƴƎΩ ǇŀŎŜ ƻŦ 9¦w 20 bn/m in Q4. In sum, QE is scaled substantially back. Still QE will continue. 
Inflation has moved up at the agenda, but no interest rate hike is in the cards before 2023, Lagarde stressed. Wage and price inflation 
is far less of a problem in the EMU compared to the US. A far less expansionary fiscal policy explains at least some of the discrepancy

ÅBank of Englandsurprised the market by a 15 bps hike to 0.25%, even if Omicron worries are increasing by the day in the UK. Inflation 
is accelerating and the bank signals that monetary policy will have to be tightened. Markets expect the BoE to hike 4 times next year

ÅNorges Bank hiked the signal rate to 0.5% and lifted the interest rate path from early 2023. We expected a hawkish pause, no hike but 
a steeper interest rate path from H2 next year. If the bank had followed its main model results mechanically (which it should not at all 
times), our hawkish pause would have been the outcome, as almost all factors contributed at the upside. A much larger and longer
ƭŀǎǘƛƴƎ ŘƻǿƴǿŀǊŘ ǊŜǾƛǎƛƻƴ ƻŦ ΨŘƻƳŜǎǘƛŎ aŀƛƴƭŀƴŘ ŘŜƳŀƴŘΩ ǘƘŀƴ ǿŜ ŀǎǎǳƳŜŘ ƪŜǇǘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ƻǳǘƭƻƻƪ ƛƴ ŎƘŜŎƪΦ ²Ŝ ŀǊŜ ƴƻǘ ǎure
the drag will materialise. Thus the risk is still on the upside ςas soon as the virus is gone, that is

ÅA lot of EM central banks hiked their signal rates, and in the EM x China universe, rates are in average back to the pre pandemic level. 
Just Turkeycut the policy rate, and the LIRA plunged another 15% last week. How dare the central bank accept a 6.3% negative real 
interest rate? They must be crazy!

Last week: Concerted central bank action, more hawkish than expected in UK/No



ÅPreliminary December PMIs
» The preliminary PMIs were weaker that expected, and we forecast a 0.9 p decline to 53.9 ςwhich is still above average, signalling almost 4% global 

GDP growth, well above trend.  The manufacturing PMI rose marginally (the output index) whileservices reported slower growth everywhere ςno 
doubt due to the virus challenges. UK and Germany was hardest hit. The delivery times index eased, as did prices indices in the manufacturing sector 
(however not in services), signalling the inflation may be close to peak too. Raw material prices/freight rates have also flattened/declined somewhat 

ÅChina
» November data confirmed underlying slower growth but no further slowdown. Investments and retail sales have entered new growth paths, far 

below the pre-pandemic trajectories. Construction starts (and sales) rose somewhat following the 20 ς25% setback during 2021 but it may just be 
white noise. Home prices ŀǊŜ ŦŀƭƭƛƴƎ ōǳǘ Ƨǳǎǘ ŀǘ ŀ ƳŜŀǎǳǊŜŘ ǇŀŎŜ ŀƴŘ ƴƻ ōǳȅŜǊǎΩ ǎǘǊƛƪŜ ƛǎ  ǘƻ ōŜ ǎŜŜƴΦ ²Ŝ ǘƘƛƴƪ ΨƛƴǾŜǎǘƻǊΩ ŘŜƳŀƴŘ ŦƻǊ όƳƻǎǘƭȅύ ŜƳǇǘȅ 
homes is biggest China risk, as real estate developers cant be taken care of (restructured) as long as somebody want to buy the stuff. Industrial 
production is growing at a slower pace but remains above the pre-pandemic growth path, supported by incredible strong exports (supported by
incredible strong demand for Chinese goods, especially in the US). Steel production stabilised in November

ÅUSA
» Retail sales surprised at the downside, and core goods volumes probably fell ςbut they remain 19% above the pre pandemic level! Housing starts

were better than expected. Manufacturing production is recovering and just auto production is still low, 14 below the pre pandemic level

» Small businesses are rather pessimistic vs the outlook, but NOBODY complains about sales/competition and everybody complains about labour 
shortages, cost & quality. Never before have some many companies reported they plan to hike prises the coming months! 

» The PPI reporting hilarious prices increases but there are some good news: Crude prices ex food and energy are easing, always the canary in the mine

» TheBidenBuild Back BetterΨǎƻŎƛŀƭ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜΩ Ǉƭŀƴ ƘŀǾŜ ǇǊƻōŀōƭȅ ǎǘǊŀƴŘŜŘΣ ŀǎ ǎŜƴŀǘƻǊ aŀƴŎƘƛƴ ό5ύ ŦƭŀƎƎŜŘ ƘŜ ǿƻǳƭŘ ƴƻǘ ǎǳǇǇƻǊǘ ƛǘ

ÅEMU
» Labour cost inflation may be higher than before, but the underlying trend is no more than 2¼ % (vs. 1%+ until 2017), still too low to generate 2% 

growth in Unit Labour Cost, or 2% CPI inflation over time

» Inflation has surged in the EMU too, but there are not many warning lights compared to the US. Base effects and energy explains the most of the 
current high annual growth rates

ÅNorway
» NAV registered unemployment fell further in the first part of December, and at 2.3% (unchat the 1st decimal), the rate was 0.2% below bƻ.ŀΩǎŦΩŎŀǎǘ. 

However, now companies within the hotel & restaurant sector may furlough many workers again as restriction and changes in consumer behaviour 
have sharply cut demand. A new wage compensation scheme, that was made much more attractive at Sunday night, might make the surge in real 
unemployment invisible at the NAV. New vacancies fell too ςand the no. of new jobless claims rose too

» The trade surpluswas fantastic in November too, guess you know why. BTW, Mainland exports are up almost 30% last year (but that is not the big
contributor)

» Consumer confidence plungedin December, according to the Opinion survey. In Nov+Dec, a 3.5 st.deviationdecline, a full cycle downturn to almost 
all time low. Seems like we not appreciate the high electricity prices nor the virus circumstances. For good reasons  5

Last week: The economy



ÅChina
» hƴ ƴŜǿ ȅŜŀǊΩǎ ŜǾŜΣ ǘƘŜ /ƘƛƴŜǎŜ December PMIs. So far they have signalled 

somewhat slower growth than normal but no abrupt slowdown, in line with real 
economy stats

ÅUSA
» Personal spendingslowed in November, but probably remained above a decent 

income growthςand if so, the savings rate fell further, from a level equal the pre-
pandemic position

» Durable ordersare still going strong, and surveys do not indicate any slowdown
» New and existing home salesand well as the best 2nd hand price indiceswill 

probably reveal a still robust housing market. However, the mortgage spread (vs gov 
bonds) have widened by 60 bps (30y) from the bottom very likely as the tapering 
has become a reality, and the decline in the long bond rate has not been felt by 
homebuyers

ÅEMU
» Consumer confidence has fallen somewhat, but nothing like we have seen in the US 

or Norway. December will turn out to be more troublesome? Credit growthis still 
modest

ÅNorway
» The LFS (AKU) unemployment has fallen sharply recent months, and will probably 

decline further in October (avgSept-Nov) ςwith no impact from the current 
lockdown in the hotel/restaurant industry. The payrolls statistics with wages will be 
published too, probably the best gauge for employment growth ςwhich has 
impressive. Until 2nd half of December, that is

» Retail salesrose in November but we are still confident the level above the long 
term trend

6

The Christmas Calendar: Focus will still be at the Omicron variant

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

Time Count. Indicator Period Forecast Prior

Monday Dec 20

08:00NO Housing starts Nov

16:00US Leading Index Nov 0.9% 0.9%

Tuesday Dec 21
06:00SW Home prices
09:00SW Economic Tendency Survey Dec 118
09:00SW Consumer Confidence Dec 99 99.7
16:00EC Consumer Confidence Dec A -8.1 -6.8

Wednesday Dec 22

09:30SW Retail Sales MoM Nov 0.4%

14:30US Chicago Fed Nat Activity Index Nov 0.4 0.76

14:30US GDP QoQ, final est 3Q T 2.1% 2.1%

16:00US Conf. Board Cons. Confidence Dec 111 109.5

16:00US Existing Home Sales Nov 6.53m 6.34m

Thursday Dec 23

08:00NO Unemployment Rate AKU Oct (3.5%) 3.6%

08:00NO Payroll stats, wages Nov

14:30US Initial Jobless Claims Dec-18 205k 206k

14:30US Personal Income Nov 0.5% 0.5%

14:30US Personal Spending Nov 0.6% 1.3%

14:30US PCE Deflator YoY Nov 5.7% 5.0%

14:30US PCE Core Deflator MoM Nov 0.4% 0.4%

14:30US PCE Core Deflator YoY Nov 4.5% 4.1%

14:30US Durable Goods Orders Nov P 2.0% -0.4%

14:30US Cap Goods Orders Nondef Ex AirNov P 0.7% 0.7%

16:00US New Home Sales Nov 770k 745k

Christmas days

Monday Dec 27

00:50JN Retail Sales MoM Nov 1.1%

08:00NO Retail Sales W/Auto Fuel MoM Nov (-1.5%) 1.0%

Tuesday Dec 28

00:50JN Industrial Production MoM Nov P 4.2% 1.8%

15:00US S&P CoreLogic CS 20-City YoY Oct 18.5% 19.1%

Wednesday Dec 29

10:00EC Credit growth Nov

14:30US Advance Goods Trade Balance Nov -$88.7b -$82.9b

Thursday Dec 30

14:30US Initial Jobless Claims Dec-25

Friday Dec 31

02:00CN Services PMI Dec 52.3

02:00CN Manufacturing PMI Dec 49.9 50.1

During the next week

GE Retail Sales MoM Nov -0.1% -0.3%



One outlier for both new cases and deaths are corrected 7

Gauteng, South Africa: New cases are slowingrapidly

Mobility is not muchalteredςis herd immunity reached? Is testing abolished?

ÅMobility has not changed much in South Africa, like we have 
seen during previous virus waves ςbecause the population 
recognises that Omicron is not that dangerous, health wise?  
(See more next page)

ÅGauteng has typically reported a Case Fatality Rate at 3% but 
with huge variations, 1 ς8%. Now the CFR is at 0.2% and this 
number probably includes patients that have been 
hospitalised before being infected, or have had other health 
problems, in addition to a Covid infection

Covid-19



8

South Africa: Growth in new cases is slowing sharply

In addition, growth in new hospitalisation is slowing too ς6% of positive cases are admitted

Å The average hospitalisation rate have been some 20%, now its down to 6%. However, the rate has been rather volatile over timeςbut the present rate is the 
lowest ever measured
» The S-A health minister last week said that the hospitalisation rate was below 2%. We are not sure what figures he is referring too. We did not recognise any of the other data he presented 

either (we are using the official S-A NICD data)

Å The no. of new admissions to hospitals rose by almost 90% last week (preliminary data), which is still lower than the growth in new cases some days earlier
Å The no. of patients in hospital rose by 40% last week, which also is less than the growth in cases some days earlier. The no.of patients is approx. ½ vs. previous 

peaks
Å{ƻ ŦŀǊ ƛƴ ǘƘŜ ΨhƳƛŎǊƻƴ ǿŀǾŜΩΣ мтрΩ ǇŜǊǎƻƴǎ ƘŀǾŜ ǘŜǎǘŜŘ ǇƻǎƛǘƛǾŜ ƛƴ ǘƘŜ DŀǳǘŜƴƎ ǊŜƎƛƻƴ ƻǊ мΦп҈ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ όоолΩ ƛƴ ǿƘƻƭe S-A, 0,6%) 
Å¢ƘŜ Ψƻƴƭȅ ƛƳǇƻǊǘŀƴǘΩ ǉǳŜǎǘƛƻƴ ƴƻǿ ƛǎ ƻŦ ŎƻǳǊǎŜ ǿƘŀǘ ǘƘŜ ǊŜŀƭ ŎŀǎŜ ƴǳƳōŜǊ Ƙŀǎ ōŜŜƴ. The real no. is much, much higher than the no. of positive test cases. If 

herd immunity is reached, though depending of the rate of previous infections, vaccinations etc) , it would of anyway of course be a terrific story ςthe virus is 
beaten down without serious problems in the hospital sector

Covid-19
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Denmark is on the alert: Omicron up 11 x last week, Delta 1.2

ÅOmicron cases are exploding: 

» hƳƛŎǊƻƴ ŎŀǎŜǎ ǳǇ мм Ȅ ƭŀǎǘ ǿŜŜƪΦ мпΩ ǿŜǊŜ ƛƴŦŜŎǘŜŘΣ ǳǇ ŦǊƻƳ 
1.200 ςƛƴ ŀ ΨŦǳƭƭȅΩ ǾŀŎŎƛƴŀǘŜŘ ǇƻǇǳƭŀǘƛƻƴ

» hǘƘŜǊ ǎǘǊŀƛƴǎ ǿŜǊŜ ǳǇ мΦн ȄΦ прΩ ǿŜǊŜ ƛƴŦŜŎǘŜŘ  ƭŀǎǘ ǿŜŜƪΣ ǳǇ 
from 37Ω

» Omicron will capture the virus market is just some few days, 
barring a miracle 

ÅThe hospitalisation rate has fallen somewhat, but the 
calculus is uncertain as the number of cases is 
growing rapidly. The rate is still above 1%. We will 
soon know the real hospitalisation rate of Omicron
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Denmark at the top of the list!

Covid-19

Å16 countries were reporting more casesthe last week up from 14 
last week

Å25 countries reported fewer cases, down from 28 last week

ÅAustriaƛǎ ǎǘƛƭƭ ǊŜǇƻǊǘƛƴƎ ŀ ΨŎƻƭƭŀǇǎŜΩ ƛƴ ƴŜǿ ŎŀǎŜǎΣ ǘƘŜ w ƛǎ ғғмΗ 

ÅDenmark, UK, Iceland, Sweden, Canada, Italy, Spain are reporting 
steep increase in cases, - and up to a record number in Denmark and 
UK, the epicentres for Omicron in Europe

ÅNetherlandsdecided a tougher lockdown, even the total no. of cases 
is falling ςbecause Omicron is exploding from beneath 

ÅNorway stabilised last week ςbut for how long will that last
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More hospitalisations in Europe, and the in the US as well

Levels are still not high vs earlier waves

Covid-19
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The number of hospitalisations down in Austria and Netherlands

.. And UK has flattened. Just a very moderate growthin Denmark (and faster in Norway)

Covid-19
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Norway: Growth in new cases suddenly slowed through last week

Hospitalisations (both flow & stock) is still on the way up, but growth is slowing somewhat

ÅNot easy to spot any Omicron impact, but behaviour is 
at the same time changed

Covid-19
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Suddenly, after mild changesin behaviour, cases have stabilised

Theremaybe more hiddencases than before. Growth in no. of hospitalisedpersons has slowed
too

Covid-19
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Austria is opening up, others are closing down

Total economic activity is probably not that munch hurt. Just a small reduction in mobility in South-A

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

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

Covid-19
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Here we go(or rather not go) again

Mobility in Norway sharplyreducedfollowingthe newrestrictions/advices, especiallyin Oslo 

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 demand is 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 still strong

India

Global economy
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Global airline traffic still gradually on the way up, still down 17% vs. 2019
Recent European traffic data somewhat better

ÅUntil November, 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), at least until last week 

Global economy
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Delta & Omicron create new challenges for the restaurant industry

At least in Germany ςbut somewhat also in UK (and Ireland) ςand now in California too??

ÅStill, Europe is not locked down (at least not yet)

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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PMI down in December as services yielded ςbut growth > trend signalled

We estimate a 0.9 p decline in the global composite PMI to 53.9 ςa 4% GDP growth pace signalled

ÅThe flash composite PMI December estimates fell and more than expected everywhere ςand the most in EMU and UK where services reported 
substantially slower growth (with Germany as the laggard in the EMU, down to contraction mode). The virus outbreak is no doubt to blame!

» US is still in the lead, but both EMU, UK and Japan are reporting growth

» The manufacturing output index rose marginally, while the service index fell sharply

ÅThe delivery times index fell for the 2nd month in row ςand price inflation slowed. Growth may be moderating somewhat  but orders are still 
growing faster than normal, also in the rich part of the world. We doubt a sudden corona related decline in demand explains the reduced pressure 
in the value chain but perhaps a gradual normalising of demand for goods in the rich part of the world an less hoarding afterthe Christmas season 
ease the supply chains bottleneck?

Global PMI

Our estimates are based on the preliminary PMIs from US, EMU, Japan UK, and Australia. The estimates are uncertain, but usually by less than 0.5 p
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Manufacturing still going strong, services slowed visibly, and the most in EMU

Global PMI
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Growth in manufacturing orders are slowly slowing, are still growing above trend

The delivery times index fell further in December but remains at a very high level

ÅThe current capacity in the manufacturing sector is more than reached. The question is of course: How much is capacity (transitory) 
impaired by the fight against Covid-19? It is impossible to know before after the fact. Delivery times have increased more than growth in 
orders or production normally explain 

ÅHowever, problems are most acute in Western countries where demand for goods have been much higher than normal. That may indicate 
ǘƘŜ ΨƴƻǊƳŀƭΩ ŎŀǇŀŎƛǘȅ ƛǎ ƴƻǘ ƴŜŎŜǎǎŀǊƛƭȅ ƛƳǇŀƛǊŜŘ ōǳǘ ǊŀǘƘŜǊ ǘƘŀǘ ǘƘŜ exceptional strong  demand for goodsςof course buoyed by 
exceptionally fiscal and monetary policy measures during the pandemic ςis the main reason for the surge in delivery times and prices

Global PMI



Å[ƻƴƎ ŘŜƭƛǾŜǊȅ ǘƛƳŜǎ ƘŀǾŜ ōŜŜƴ ŀ ǊƛŎƘ ƳŀƴΩǎ ǇǊƻōƭŜƳΣ 
while delivery times have not been that problematic in 
Emerging markets, China included

25

Delivery times index further down in December

Are delivery times increasing less fast or are they slowing?  

ÅThe global delivery timesPMI sub-index(changes in delivery times vs the previous month) inched down in both November and December, 
signalling some easing in congestion in the supply chains 

ÅThe interpretation of this index is uncertain ςare companies really reporting changesin delivery times? 

» This index as been above 50 most of the time (the past 20+ years), signalling longer delivery times. However, delivery times have not increased almost all 
the time ςthey have rather fallen! Companies may be reporting the level of delivery times. If so, delivery times are now contracting ςwhile the index 
formally reports than delivery times are increasing at a marginally slower pace

Global PMI
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Price indices have peaked ςraw material prices have calmed down

However, companiesarestill reportingveryrapid pricegrowth in the rich part of the world

ÅEven so, somerelief

Global PMI - Inflation
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November data confirms a slowdown, not a sudden stop

Weak retail sales, construction stabilised after 20-25% decline, manuf. has slowed, services recover

Å Industrial production rose by 0.4% in Nov, as in Oct. Measured y/y, growth 
accelerated 0.3 pp to 3.8%, as expected. Production is still 2% abovethe pre-
corona trend path. However, growth has slowed substantially, to 0.25% the past 5 
months vs the normal 0.5%. Steel, cement, and autos are down 10 ς25% from 
local peaks, due to a mix of demand and supply factors. Surveys are down but are 
signalling growth above the pace the past 5 months

Å Service sector production rose 0.5% but still remains 0.5% below the June level ς
which no doubt is due to  the fight against the virus, which is not over yet. The 
level is just 2% below the pre-pandemic growth path

Å Retail sales volumes fell by 0.1% in volume terms (our est. as prices rose sharply 
m/m, due to energy). The trend is weak, from Nov last year at a 2% path, at the 
best. Annual growth fell 1 pp to 3.9%, 0.9 pp below expectations. Auto sales are 
slowing, as elsewhere, but other sectors have also slowed in 2021

Å Investments grew by 0.2% as the previous month. Prices are no doubt increasing 
ςand in volume terms, investments are falling. The accumulated annual growth 
rate was 5.2%, down from 6.1%, asexpected. Housing and other construction
starts, and new home sales all recovered somewhat in Nov, but are still down 20 -
25% vs the recent peaks, a substantial setback! New and existing house prices 
have fallen the past 3 ς4 months, but so far not dramatic

Å Frome the previous week
» Credit growthaccelerated in Nov, as local governments like in Oct tapped the bond 

market (due to lack of revenues from land sales?), while growth in bank lending 
slowed further. PBoCŜŀǎŜŘ ƛǘǎ ŎǊŜŘƛǘ ǇƻƭƛŎȅ ŀǎ ōŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘ ǿŀǎ Ŏǳǘ

» Both exports and importswere strong in November, imports are back to the pre-
pandemic trend path ςand export are way above(corona logistics trouble, you know)

» CPI inflation accelerated in Nov to 2.3% but core slowed to 1.2%. No problem

In sum: Growth has slowed but not further in Nov. Some may be due to the virus, 
but NOT the large decline in construction and very likely not the slow growth in the 
retail sales either. The main risk: construction activity which has fallen 20 - 25% 
already.¢ƘŜ ǎǳǇǇƭȅ ǎƛŘŜ ŎƘŀƭƭŜƴƎŜǎ Ŏŀƴ ǇǊƻōŀōƭȅ ΨōŜ ŦƛȄŜŘΩ όǊŜǎǘǊǳŎǘǳǊƛƴƎ ƻŦ ǇǊƻǇŜǊǘȅ 
ŘŜǾŜƭƻǇŜǊǎύ ōǳǘ ǿƛƭƭ ΨǇǊƻǇŜǊǘȅ ƛƴǾŜǎǘƻǊǎΩ όƛƴ ŜƳǇǘȅ ƘƻƳŜǎύ ǊŜƳŀƛƴ ōǳƭƭƛǎƘ ŦƻǊŜǾŜǊΚ 

China: The main takes
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Retail sales have almost flattened! 

Real sales fell 0.1% in Oct, following the 0.6% drop in Oct. The nominal y/y rate 3.9%, 0.9 pp < exp.

ÅOfficial nominal retail sales were up 3.9% y/y in Nov, down from 4.9% in Oct, expected just down to 4.8%

ÅIn nominal terms sales rose by 0.2% m/m in Nov, but due to the lift in energy prices, we estimate a 0.2 % decline in volume 
terms, following the 0.6% volume decline in Oct.
» Since last November the underlying volume growth rate has been less than 2%.Before the pandemic growth equalled some 6% p.a, and the 

slowdown is dramatic. The fight against the virus may explain some of the slowdown, but it is probably more than that

ÅSales volumes are 6% below the pre-pandemic trend path

China
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New home sales and construction start slightly up in November, trends still weak
Following several months of sharp decline in sales and starts

Å New home saleshave fallen 25% from early 2021, following the spectacular recovery after the pandemic last year. Sales are down more than 10% vs the 
pre-pandemic level - which was record high until then. Sales rose in November, back to the August level

Å Housing startsare also down 25% vs. the early 2021 level, but stabilised in November. Sales have  been running higher than tarts in most of2021, 
indicating a slight rundown of inventories

Å Non-residential constructionfell 16% m/m in October, and recovered most of this decline in November. Starts are still down 20% since last summer, and 
the level is 15% below the pre-p level

Å In sum, the decline in construction starts have been among the largest ever. Still, the downside is substantial as several property developers are struggling.  
Still, we think the main risk is at the demand side, the level in investment in buildings are high, and a substantial share of housing demand has been for 
investment purposes, often without any rental income. See more prices, 2 pages fwd. Look up for demand for steel, check next page

China
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Construction & domestic demand for steel down, steel now more than 25%

¢ƘŜ ǊŜŀǎƻƴ Ƴŀȅ ǇŀǊǘƭȅ ōŜ ǘƘŜ ΨƻŦŦƛŎƛŀƭΩ ǎǘƻǊȅ ƻƴ ƳŜŜǘƛƴƎ нлол /hн ǘŀǊƎŜǘǎ ōǳǘ demandis down for real too?

ÅThe authorities have decided that 2021 steel production should not exceed the 2020 level, and as H1-21 production 
was well above the 2020 level ςand production had to be cut in H2. So is the official story

ÅWe assume there are more reasons for the cut in steel production, like local pollution, fear of overbuilding combined 
with too rapid credit expansion, especially among heavily indebted real estate developers (read: Evergrande++)

ÅNow demand for steel may be the most important reason for the decline in production, as construction activity has 
fallen substantially

China
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House prices turn south, so far at a measured pace ςstill the main Chinese risk?

Prices fell for the 4th month in row but are still up 1.5% y/y 

Å Existing home prices peaked in July, and has fallen at a 2 pace since then. The decline is gradually accelerating, as prices fall at a 2.7% pace in Nov. The 
annual rate has fallen to 1.5%, from 3%

Å New home prices ǇŜŀƪŜŘ ƛƴ !ǳƎǳǎǘΣ ŀƴŘ Ƙŀǎ ŦŀƭƭŜƴ ǎƭƻǿŜǊ ǘƘŀƴ ŜȄƛǎǘƛƴƎ ƘƻƳŜ ǇǊƛŎŜǎΦ {ƻ ŦŀǊΣ ƴƻǘ ŀƴȅ ǎƛƎƴǎ ƻŦ ŘƛǎǘǊŜǎǎŜŘ ǎŀƭŜǎ ŦǊƻƳ ΨōŀƴƪǊǳǇǘΩ property 
developers

Å Credit growthas marginally accelerated the past two months, mostly due to increased borrowing from local governments. Still, credit growthhas slowed ς
ƛƳǇƭȅƛƴƎ ŀ ƴŜƎŀǘƛǾŜ ΨŎǊŜŘƛǘ ƛƳǇǳƭǎŜΩ

Å Several heavy indebted property developersare struggling which surely poses a treat vs the housing market & construction activity. The builders may be 
restructured, with a helping hand from the authorities, who also can supply credit to bail out buyers, and support sales of buildings under construction. 

ÅWe think the main risk is elsewhere, that home buyers at one stage looses confidence is housing ςeven in empty homes ςas safe and profitable 
investment. Several small setbacks in prices have so far not made a dent in the investment appetite, and the current modest setback in prices does not 
signal a buyers strike. Should that happen, a much harsher setback in construction activity would take place

China



Å The unusual policy shiftwas very well announced, and fully priced in before the 
ƳŜŜǘƛƴƎΣ ŀǘ ƭŜŀǎǘ ƧǳŘƎŜŘ ōȅ ƳŀǊƪŜǘ ǊŜǎǇƻƴǎŜǎΦ ¢ǿƻ ǿŜŜƪǎ ŜŀǊƭƛŜǊΣ CŜŘΩǎ tƻǿŜƭƭ 
had to acknowledge (before the Congress committee) that inflation had become 
much higher than expected, and that transitory was not a proper description. He 
signalled that the bond buying program would be 

Å During November (and some started far earlier) several FOMC members, and 
ǘƘŜƴ tƻǿŜƭƭΩǎ ǊŜƳŀǊƪǎ ŀǘ /ƻƴƎǊŜǎǎΣ ǿƘŜƴ ƘŜ ŀŎƪƴƻǿƭŜŘƎŜŘ ǘƘŀǘ ƛƴŦƭŀǘƛƻƴ ƘŀŘ 
ōŜŎƻƳŜ ƳǳŎƘ ƘƛƎƘŜǊ ǘƘŀƴ ŜȄǇŜŎǘŜŘΣ ŀƴŘ ǘƘŀǘ ƛǎ ǿŀǎ ƴƻǘ Ƨǳǎǘ ΨǘǊŀƴǎƛǘƻǊȅΩ ŀƴŘ ǘƘŀǘ 
monetary policy had to be tightened

Å The FOMC left the target rateunchanged at 0-0.25%. 

Å The FOMC decide to double the speed of tapering, ending QE buying in March. 
When asked why not stop buying now, Powell said market would not have liked it

Å The description of the economy changes ςŀƴŘ tƻǿŜƭƭΩǎ ŎƻƳƳŜƴǘǎ ŜǾŜƴ ƳƻǊŜΦ 
He had experienced a grenade chock, hit by a series of economic news that 
revealed (for him, finally!) that inflation was not transitory after all

Å When asked about criteria for maximum employment, he ended up (and 
correctly) concluding that wage inflation would tell you when the target is 
reached, whatever the other 20 indicators tell

Å The FOMC members lifted their inflation ŦΩŎŀǎǘsubstantially, and the expected 
ǘǊŀƧŜŎǘƻǊȅ ƛǎ ƴƻǿ ǿŜƭƭ ŀōƻǾŜ CŜŘΩǎ н҈-over-time-target. GDP growthwas revised 
marginally down. The unemploymentestimate was lifted by 0.3 pp for Q4-22, 
but left unchfor 22 and 23 (down to 3.5%)

Å The average/median dot-plot interest rate path was lifted by 0.2 ς0.4, more 
than Norges Bank revised its path. Two members shifted the timing for the first 
ƘƛƪŜ ǘƻ нлнн ŦǊƻƳ ΨноΣ ŀƴŘ ф ƻŦ му ƳŜƳōŜǊǎ ŦŀǾƻǳǊǎ ƴŜȄǘ ȅŜŀǊ

Å Chairman Powell tried his best to convince the market that tapering and hiking 
ǊŀǘŜǎ ŀǊŜ ŎƻƳǇƭŜǘŜƭȅ ŘŜŎƻǳǇƭŜŘΣ ōǳǘ ǘƘŜȅ ŎŀƴΩǘ ōŜΧ !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ Řƻǘ-plot, 
ƘŀƭŦ ƻŦ ǘƘŜ ƳŜƳōŜǊǎ ǎŜŜǎ ŀ ƘƛƪŜ ƛƴ ΩннΣ ŀƴŘ ǘƘƻǳƎƘ tƻǿŜƭƭ ǎǘƛƭƭ ŎƭŀƛƳǎ ƛƴŦƭŀǘƛƻƴ ƛǎ 
transitory, the tone and projections suggest that the FOMC is in fact more 
worried about inflation

Å Market reactions: Interest rates rose 7 -13 bps, all over the curve. Real rates did 
ǘƘŜ ΨƘŜŀǾȅΩ ƭƛŦǘƛƴƎ

32

A huge policy shift confirmed, inflation is a problem. The first hike in March?

The dot plot was lifted more than ever before, by 70 bps, 3 more hikes pencilled +a rapid tapering

USA
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The 2% price target is not ditched. ButŦƻǊ ǘƘŜ ǘƛƳŜ ōŜƛƴƎΧ 

²ƛƭƭ ǘƘŜ CŜŘ ŀŎŎŜǇǘ ōƻǘƘ ǘƘŜ ǇǊƛŎŜ ŀƴŘ ǘƘŜ ƳŀȄΦ ŜƳǇƭƻȅƳŜƴǘ ǘŀǊƎŜǘ ǘƻ ōŜ ōǊŜŀŎƘŜŘ ŀǘ ǘƘŜ ΨǎŀƳŜ ǎƛŘŜΩΚ

Å I August 2020, the FOMC introduced its new price level target. The bank aims to reach an average rate of inflationof 2% over time. If inflation has been below 2%, annual 
inflation should be allowed to stay above 2% in order lift the price level up to the long term 2%-path. 

Å The Q4-21 core PCE core inflationestimate was lifted 0.7 pp from the Sept ŦΩŎŀǎǘǘƻ пΦп҈ όŀƴŘ ŦǊƻƳ ǘƘŜ ŀǎǎǳƳŜŘ нΦн҈ ƛƴ aŀǊŎƘΧύΦ ¢ƘŜ ŜǎǘƛƳŀǘŜǎ ŦƻǊ Ψнн ŀƴŘ Ψно ǿŜǊŜ ƭƛŦǘŜŘ 
by 0.4 and 0.1 pp resp. and are expected at 2.6% and 2.3%. In 2024, 2.1%. The price trajectory is now well above the 2%-over-time inflation target. The only reasonable 
argument for doing so ςwithin a flexible inflation targeting model ςis that the bank wants to close the output gap, or achievemaximimŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ ƛǎ CŜŘΩǎ нnd

target. However, the bank is not sure how far away the economy is from max employment. Powell concluded that wage inflation in the end would signal if maximum 
employment is reached. And then he said that wage inflation had accelerated, and that he was chocked by the ECI Q3 growth. 

Å A not too unlikely scenario is that wage inflation will remain too high, signalling that the max employment target is more than met too. If so, will the Fed run a policy openly 
ōǊŜŀŎƘƛƴƎ ōƻǘƘ ǘŀǊƎŜǘǎ ŀǘ ΨǎŀƳŜ ǎƛŘŜΩ? We still think the Fed will chose the narrow path, and be willing and able to the remove the punch bowl before the party becomes 
too wild, accepting the short term cost of getting inflation down before a wage/price spiral runs out of control

USA



*) NAIRU: The Non-Accelerating Inflation Rate of Unemployment ςan unemployment rate that balances the labour market. It is not stable, and it can be quantified only 
ΨŀŦǘŜǊ ǘƘŜ ŦŀŎǘΩ ōǳǘ ǎǘƛƭƭ ŀ ǳǎŜŦǳƭ ŀƴŀƭȅǘƛŎŀƭ ŎƻƴŎŜǇǘΦ 

34

¦ƴŜƳǇƭƻȅƳŜƴǘ ǊŜǾƛǎŜŘ Řƻǿƴ ǘƻ ǘƘŜ ōŜƭƻǿ ǘƘŜ Ψb!Lw¦Ω ǊŀǘŜ ŦƻǊ Ψнн ςΨнп

The long term NAIRU *) rate is still assumed to be 4%, just 0.2 pp below the present level

USA

ÅThe (median) FOMC member expects the unemploy-
ment rate to decline to 3.5% at the latest by the end of 
2002, down from the current 4.2% level, and 0.3 pp 
lower than assumed in Sept. 
» The bank expect the unemployment rate to stay at 3.5% the 

next two years

Å¢ƘŜ ƭƻƴƎŜǊ ǘŜǊƳ ΨƴŜǳǘǊŀƭΩ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƛǎ 
assumed to be 4%
» This is not the only piece of information for assessing it the 
ΨƳŀȄƛƳǳƳ ŜƳǇƭƻȅƳŜƴǘΩ ǘŀǊƎŜǘ ƛǎ ƳŜǘ ōǳǘ ǎǘƛƭƭ ŀƴ ƛƳǇƻǊǘŀƴǘ 
one

ÅSo, to repeat the discussion from the previous page,  
the FOMC expect both inflation and employmentto 
ŘŜǾƛŀǘŜ ŦǊƻƳ ǘƘŜ ƭƻƴƎ ǘŜǊƳ ǘŀǊƎŜǘǎ ŀǘ ΨǘƘŜ ǳǇǎƛŘŜΩ ǘƘŜ 
coming years
» This policy mix will no doubt be heavily debated the coming 

months and years

» The risk is of course a more abrupt tightening after a while or 
a wage/price spiral that will require a massive monetary 
action at later stage to tackle, with an enormous cost for the 
whole society (except for those who short bonds, real estate 
and equities)
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A 49% prob. for a March hike? Why not. A hike before the summer a done deal

However, further out, US interest rate expectations fell rapidly last week

Å Is a 1.75% - 2% Fed funds rate sufficient to create a recession 
when households are not in a down payment mode any more?

ÅWe doubt, but the market seems to believe it ςwith some 
modifications, check the 2 next pages

Fed funds futures
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Mind the gap: The market doesnot believein CŜŘΩǎest. of a neutral Fed fundsrate

The marketis satisfiedwith a 1.5% longterm Fed fundsrate, the FOMC says2.5%

ÅThe marketacceptsthe first 4 Fed hikes, then the curvebends 

USA



ÅThe 5y 5 y fwsOIS rate was at 1.39% (Friday), far below 
the 2.5% FOMC estimate of the long term nominal Fed 
funds rate

ÅThe term premium in the yield curve (the difference 
between the actual bond yield and the expected short 
term rate over the same period) has fallen to below 
zero again, according to the ACM model
» Put the opposite way: The actual long term yield ςthe term 
ǇǊŜƳƛǳƳ ŜȄǇǊŜǎǎŜǎ ǘƘŜ ƳŀǊƪŜǘΩǎ ŜȄǇŜŎǘŜŘ ǎƘƻǊǘ ǘŜǊƳ ǊŀǘŜ

» The term premium has been drifting downwards since the 
улΩƛŜǎΣ ŀƴŘ Ƙŀǎ ōŜŜƴ ŦƭǳŎǘǳŀǘƛƴƎ ŀǊƻǳƴŘ ȊŜǊƻ ǎƛƴŎŜ нлмсΣ 
according the ACM model (one of several term premium 
models)

ÅAdjusted for the term spread (calcatedfrom the bond 
yield curve), the markets assumes a long term OIS rate 
at  1.85% (at Thursday), still far below the FOMC 
median estimate ςbut less than the 110 bps outright 
spread 
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May a negative term premium explainhalf of the gap between the market & Fed?

The (ACM) term premiumhas turned negative, implyingthat the marketΨexpectsΩ ŀ нΦм҈ longterm FF

USA
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Retail sales finally surprised on the downside! 
Core goods volumes very likely fell ςfrom an incredible high level

ÅTotal nominal salesrose by just 0.3 %in Nov, expected up 0.8%. October sales were revised up by 0.1 p to 1.8%. Sales are up 22% vs. Feb-20 in 
value terms

ÅCore sales of goods (=control group, excludes auto, gasoline, building materials & restaurants) fell by 0.1% in Nov, expected up 0.8%. In volume 
terms, we assume sales fell 0.5%. Still, sale volumes are 20% above the Feb-20 level, and sales the past two months are in line with sales before 
the recovery in services started in earnest, in March, and even if prices have soared in between time! 

ÅSales in restaurants & barshave flattened since July, and was unchin Octoberςstill up  9% vs the Feb-20 level!

ÅConsumption of goodsis very likely far above a sustainable level, and we still expect sales to decline the coming months/quarters ςand growth 
has not been strong since the spring! 

USA
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Housing starts, building permits up again, as are lumber prices

Starts lower than the strong 2nd hand market normally would imply

ÅHousing startsrose to 1.68 mill in November, from 1.52 mill in Oct, expected up to 1.57 mill

ÅBuilding permitsrose to 1.71 mill, up from 1.65 in Oct, expected close to unch

ÅStarts have flattened in 2021Σ ŀƴŘ ōŀǊǊƛƴƎ ǎƻƳŜ ǎǘǊƻƴƎ ƳƻƴǘƘǎ ƭŀǘŜ ΨнлκŜŀǊƭȅ нмΩ ǘƘŜ ǎŀƳŜ ƎƻŜǎ ŦƻǊ ǇŜǊƳƛǘǎΦ ¢ƘŜ ƭŜǾŜƭ ƛǎ 
some 10% above the pre-pandemic level. However, given the incredible strong existing home market, and soaring prices, 
starts should normally have strengthened further, amid still very low mortgage rates and a recovering economy

ÅSupply & capacity problems and higher cost in the building sector may explain the lack of response. [ǳƳōŜǊ όнΩΩȄпύ ǇǊƛŎŜǎ 
ƘŀǾŜ ŘƻǳōƭŜŘ ŀƎŀƛƴ ǊŜŎŜƴǘ ǿŜŜƪΣ ŦǊƻƳ ŀƴ ŀǾŜǊŀƎŜ ƭŜǾŜƭΦ Lƴ aŀȅ ǇǊƛŎŜǎ ǿŜǊŜ оΦр Ȅ ƘƛƎƘŜǊ ǘƘŀƴ ƴƻǊƳŀƭΣ ŀƴŘ ǘƘŜƴ ΨŎƻƭƭŀǇǎŜŘΩ

USA






























































































































































































