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Highlights

The world around us

The Norwegian economy

Market charts & comments

The headlines are linked to the relevant section in the report
The elements on the «Last Week» page  (p 6) that are covered with more analysis in the report are linked 
A top right           button will bring you back to the «Last Week ςŀƭƭ ƻŦ ƛǘέ όŘŜǘŀƛƭŜŘ ŎƻƴǘŜƴǘύ ǇŀƎŜ
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Last week: The main takes

Å Trade & other conflict: US and China will resume the trade talks (at a lower level), the first formal meeting since the tariffs 
were actually imposed. If talks are successful, the two presidents could meet in November. The US-Turkey tension did not 
disappear; the US said the tariffs would remain even if the US pastor is released 

» The Turkish lira recovered almost half of the recent loss, before loosing some of it on Friday. The authorities are still struggling to 
find the right policy answers vs the economy (that ŀǊŜ ŀŎŎŜǇǘŀōƭŜ ǘƻ ǘƘŜƳΧύ ¢ƘŜ ōŀƴƪǎ ŀōƛƭƛǘȅ ǘƻ ǎǳǇǇƭȅ ƭƛǊŀ ǘƻ ǘƘŜ ƳŀǊƪŜǘ ǿŀǎ 
reduced by limiting currency swaps. But interest rates are not hiked as the authorities prefer to use fiscal policy measures instead. 
The problem, besides the debacle vs the imprisoned US pastor, is that the economy is overheating, funded by too much credit, 
double digit inflation, and a huge current account deficit at 

Å ChinaJuly-figures were on the soft side but the overall picture is still stable growth. Manufacturing production and 
investments are still growing quite steadily. Retail sales are decelerating fast, demand must be weakening (and auto sales are 
falling). Credit growth is slowing sharply too (although July was above expectations), from shadow banking. During the 
weekend the authorities announced measures to increase bank lendingto infrastructure and companies struggling with the 
impact of the trade war. Even if credit growth has slowed, house prices rose sharply in July

Å Some mixed signals from the US housing market; housing starts fell short of expectations in July after slipping in June. A signal 
ƻŦ ǿŜŀƪƴŜǎǎΚ hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ǇŜǊƳƛǘǎ ǊŜƳŀƛƴŜŘ ŀǘ ŀƴ ǉǳƛǘŜ ŜƭŜǾŀǘŜŘ ƭŜǾŜƭ ŀƴŘ ǘƘŜ IƻƳŜōǳƛƭŘŜǊǎΩ ŀǊŜ ǎǘƛƭƭ ǳǇōŜŀǘΣ ƛŦ ƴƻǘ 
like some months ago. Retail sales are still growing.Manufacturing production is expanding at a moderate pace but 
manufacturing surveys are diverging as the NY Fed survey ticked up in Aug and Phil Fed plunged (but remained above an 
average level). Small businesses have never been more optimistic (but are unable to fill record high vacancies)

Å EMU Q2 GDP growth was revised up by 0.028 pp, which was enough to round up the growth figure from 0.3% q/q to 0.4% q/q 
(and 1.5% annualised). Thus, the economy expanded at the same pace in Q2 as in Q1. Germany surprised on the upside

Å Swedish house prices surprisingly fell in July but the labour market is tightening 

Å Norwegian Mainland trade deficit is widening, as imports are trending sharply up while exports are quite flat. No new signals 
from Norges.ŀƴƪΩǎ august meeting, as expected. All set for the September hike
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China: A slow slowdown
Retail sales slowing, manuf. & investments a tad weaker. Overall picture still stable growth

In total, July figures were on the soft side

Å Manufacturing production grew 0.5% m/m in July, up 0.1 pp 
from June. Growth has remained quite stable, although declining 
somewhat recent months. The official annual rate came in at 
6.0% in July, in line with expectations, while our less volatile 
estimate yields 6.1% y/y

Å Retail salesvolumes rose 0.4% in July (our calc). Sales growth is 
slowing down fast, our estimate on the annual rate was 8.7%, 
down from some 10% in 2017. Volume growth has dropped from 
9% in 2017 to 6.5% in July

Å Investment growth is was marginally lower in July (0.4% m/m), 
stabilising the past year. Our estimate on the annual rate was 
unchanged at 5.5%, sliding slowly down recent years and the 
investment ratio in % of GDP has declined significantly. Real 
investments growth most likely stabilising at just 2% 
» Housing starts surged in July and is trending straight up. The 

level is high and the upside is probably limited ςlong term 
downside

» State controlled investments are slowing (down -1.4% y/y in 
July), private investments growing at some 10%

Å Credit growth came in above expectations in July but the trend is 
sharply downward. Money market rates have fallen substantially, 
will the authorities cut the signal rate soon? During the weekend 
the authorities announced measures to increase bank lending to 
infrastructure and companies struggling with the impact of the 
trade war 

Å Surveys have been slightly weaker recently but are still strong 
and do not signal an any slowdown
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China: Growth in retail sales is slowing fast
Sales volume rose 6.5% y/y in July, down from 9% last year, nominal growth at 8.8%

Å The official value growth rate fell to 8.8% in July, down 0.2 pp from June and 0.3 pp weaker than expected. Our less 
volatile value growth estimate (based on official seasonally monthly value figures fell to 8.7%

Å Our volume estimate was up 0.4% m/m, underlying growth (3m/3m) has fallen to 4.8%, the lowest on record (data only 
back to 2005). The annual rate slowed to 6.5%, down from 6.8% in June ςand 9% in H1 2017!

Å Retail sales volume growth has slowed steadily since 2010 and faster recently, household demand is slowing
» The declinein investment growth has not been compensated by higher consumption growth
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China: Real investment growth has stabilised at a low level
Growth has slowed in nom. & real terms ςgood news! The invest/GDP ratio has dropped

Å We apply a mix of the GDP deflator, CPI, and PPI indices just to illustrateinvestment in real terms, we say 2% volume 
growth. Real investment growth has flattened the past year, down from 15% in 2015!

Å In 2017, nominal GDP growth picked up sharply, while nominal investment growthslowed. Thus, the investment/GDP 
rate fell rapidlyand it is still declining, we assume to below 40% by the end of 2018 (estimate indicated on the chart)
» ¢ƘŀǘΩǎ good news ςimplying that the Chinese economy is changing track. The risk for an abrupt downturn in investments is lower
» Now we are more worried about high investments in Turkey, partly Indonesia. However, these countries will not rock the world ec.
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China: Housing starts surging, other construction not
Housing starts are increasing rapidly (as are sales), other construction more or less flat

Å Residential starts rose to the highest level in 5 years in July and is on a steep upward trend, that started in early 2016; 
growth now at some 20% y/y
» Housing starts are up some 50% from the 2015 local trough, and they are almost back to the 2011 ATH

Å Home sales are on the rise too, still running higher than starts (albeit lower in July). Inventories have been declining

Å Other construction starts are 5% y/y but the trend is more or less flat, the level is the same as 5 y ago!
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China: Banks still lend, shadow credit slowing sharply
Growth in total credit is slowing too, 11.7% in July, down from 17% two years ago

Å¢ƘŜǊŜ Ƙŀǎ ōŜŜƴ ǎŜǾŜǊŀƭ ΨǿƛƭŘΩ ŎȅŎƭŜǎ ƛƴ ǘƘŜ ŎǊŜŘƛǘ ƳŀǊƪŜǘ ƻǳǘǎƛŘŜ ƻǊŘƛƴŀǊȅ ōŀƴƪ ƭŜƴŘƛƴƎ ςnow we are clearly 
into a tightening period








































































































































