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ÅMostly positive trade warƴŜǿǎ ƭŀǎǘ ǿŜŜƪΣ ŀǘ ƭŜŀǎǘ ŦǊƻƳ ǘƘŜ ΨǇǊŜǎƛŘŜƴǘǎΩ ƭŜǾŜƭΣ ŀƴŘ ¢ǊǳƳǇ ƛǎ ƛƴŘƛŎŀǘƛƴƎ ƘŜ όŀƴŘ ǘƘŜ ǎǘƻŎƪ 
market) needs a deal (a strange signal from a art of the deal master?) . And their lieutenants will now meet in Beijing. The 
shutdowncontinues. Powellensured markets Friday he will not hike the funds rate if not needed, and could stop, reverse 
QT. Then interest rates rose(alongside equities, oil, metals++)

ÅGlobal composite PMI fell to 52.7 in Dec, a 0.5 p decline, in line with our most recent ŦΩŎŀǎǘ. The level is still not weak ς
pointing to 3.5% global GDP growth. Theglobal manufacturing PMI fell to 51.5, a 0.5 decline from the prior month. The 
sharp drop through 2018 is indicating a slowdown in global manuf. prod but no contraction. The US manuf. ISM survey
plunged to 5 p to 54.1, the sharpest monthly drop since the Financial Crisis (as indicated by several regional surveys, it was 
still a huge surprise, strange). Businesses report concerns about the economic outlook, the trade war and tariffs. The 
Chinese PMIswere stable, in aggregate, and not that weak. Other EMsreported a decline but the level close to 6 y high. 
EMU down, and weak, partly due to Yellow vests in France

ÅThe US labourmarket reportǿŀǎ ǎǘǊƻƴƎŜǊ ǘƘŀƴ ŜȄǇŜŎǘŜŘΣ ŜƳǇƭƻȅƳŜƴǘ ǎƻŀǊŜŘ ōȅ омнΩ όǾǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀǘ мулΩύΣ ŀƴŘ 
wages accelerated to 3.2% y/y. The unemployment rate unexpectedly ticked up to 3.9% due to a rise in the participation 
rat as the supply side mayfinally be responding to strong demand. Still, the Dec report is an argument for further US rate 
hikes

ÅUS auto salesrose marginally in Dec but the trend is flat, probably at a peak level. Sales in the Eurozone have not yet 
recovered from post- WLTP implementation, will be a drag on growth in Q4 too

ÅEMU core CPI inflation remains muted at 1%. Headline inflation pulls back as the oil price falls, might boost consumption?

ÅNorwegian house prices rose more than expected in Dec, up 0.7% m/m seasonally adjusted (we expected 0.2%), following 
the 0.6% drop in Nov. Q4 prices marginally down, dampened by a rising supply of homes for sale. In Dec, the number of 
delistingsincreased sharply, reflecting rising mismatch between expectations and actual prices? Possibly an important 
signal, household credit growth slowed to the lowest annual growth rate in 22 y, and the lowest m/m growth in 10 y! Are 
interest rates starting to bite already, after a 25 bps hike?? If so, it would be easier for Norges Bank to keep rates low if
inflation/the labourmarket do not warrant a tighter policy. The stable LFS unemploymentrate could be an argument too, 
ōǳǘ ŜƳǇƭƻȅƳŜƴǘ ƎǊƻǿǘƘ ƛǎ ōǊƛǎƪ ŀƴŘ ǘƘŜ b!± ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƛǎ ŦŀƭƭƛƴƎΦ {ǘƛƭƭΣ ƛǘΩǎ ƎƻƻŘ όŀƴŘ ŘƻǾƛǎƘύ ƴŜǿǎ ǘƘŀǘ ǘƘŜ 
participating rate is now increasing just as much as employment!
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Last week ςthe main takes
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Global PMI down in Dec, marginally below Sept level

Composite PMI fell 0.5 p (as we ŦΩŎŀǎǘŜŘ), signals some 3.5% GDP growth

Global PMI
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DM further down, not weak; no collapse in China, EM x China close to 6y high

DM down, not weak. US aŀǊƪƛǘΩǎPMI marginally down, manuf. ISM nosedived. EMU still sagging

Å9 countries/regions up (from 14 in Nov), 15 down (9)

Å4 countries are below the 50-line. South Africa, Hong Kong, Egypt 
and France (temporarily) at the bottom 

ÅDM sliding down but is still at a decent level

ÅaŀǊƪƛǘΩǎChina composite PMI marginally up and the level is OK, 
and other EM fell slightly following a steep risein Oct/Nov

Global PMI



China is slowing but not dramatically (yet). Credit the real problem?

Consumer confidence is still sky-high, businesses sentiment weaker. Banks are not yet worried

ÅThe authorities are now trying to stimulate credit growth, at least 
via banks, see next page 

ÅHowever, over the previous couple of years, the authorities tried to 
dampen credit growth, and succeeded; at least credit growth 
slowed. The credit tightening may be as important for the current 
Chinese slowdown as the trade war

China surveys
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/Ƙƛƴŀ ǇǊŜǎǎŜǎ ǘƘŜ ŎǊŜŘƛǘ ŀŎŎŜƭŜǊŀǘƻǊΣ ŀƎŀƛƴΦ /ƻǳƭŘ ŜƴŘ ǳǇ ǇǳǎƘƛƴƎ ƻƴ ŀ ǎǘǊƛƴƎΧ

.ŀƴƪǎΩ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ Ŏǳǘ ōȅ м ǇǇΣ ŦǊŜŜǎ ǳǇ м ƳƻƴǘƘ ōŀƴƪ ƭŜƴŘƛƴƎ

ÅThe reserve requirements are now cut by 3.5 p since April, the largest cut since the Asian Crisis (in March 1998, requirements were 
cut by 5 pp in one go, and by 2 pp the next year)

Å¢ƘŜ ǇǊŜǾƛƻǳǎ Ŏǳǘǎ ƘŀǾŜ ƴƻǘ ŀŎŎŜƭŜǊŀǘŜŘ ŎǊŜŘƛǘ ƎǊƻǿǘƘΣ ōǳǘ ǘƘŀǘΩǎ ŎƻƴǘǊŀ ŦŀŎǘǳŀƭΣ ƭŜƴŘƛƴƎ ŎƻǳƭŘ ƘŀǾŜ ǎƭƻǿŜŘ ǿƛǘƘƻǳǘ

Å{ƻƳŜ ƴŜǿ ŎŜƴǘǊŀƭ ōŀƴƪ ƭŜƴŘƛƴƎ ŦŀŎƛƭƛǘƛŜǎ ǘƻ ǎǳǇǇƻǊǘ ōŀƴƪǎΩ ƭŜƴŘƛƴƎ ǘƻ {a.ǎ ǿŜǊŜ ŀƭǎƻ ŀƴƴƻǳƴŎŜŘ CǊƛŘŀȅΦ 

ÅThe question is of course whether the credit slowdown is due to supply or demand constraints. The real Chinese problem, more 
important than the current trade war (it could get worse), is that debt & investment levels are still very high, and return on 
investments low. If so, the challenge is demand for credit, not supply. In the end, that has been the case when credit bubbles pop 

China policy
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Is this it? Manufacturing ISM plunged ςbiggest drop since 2008

ISM retreated to a 2 y low at 54.1 in Dec, vs exp. at 57.5 (we hinted 53.1). Trade war, growth concerns

Å Manufacturing ISM fell by 5.2 p to 54.1, the lowest level since Dec 2016 and the sharpest drop since the Financial Crisis
» All regional surveys had already reported slower had already activity in Dec, and our model indicated a 6 p decline in the ISM
» In the ISM survey, 11 out of 18 manufacturing sectors reported growth while 6 sectors reported a contraction. Businesses are reporting widespread concerns about the 

economic outlook, the trade war and uncertainty regarding the tariffs

Å The new order index nosedived 11 p, the 13th largest decline last 840 months (to 51.1, the lowest level since Aug 2016, signalling no growth in orders. 
In Dec, the export order index rose, while the 14 p decline in the domestic component was among the largest ever. Probably more ǘƘŀƴ ŀ ǘǊŀŘŜ ǿŀǊΧ

Åhƴ ǘƘŜ ōǊƛƎƘǘ ǎƛŘŜΤ ǘƘŜ L{a ǿŀǎ ǇǊƻōŀōƭȅ ΨǘƻƻΩ ƘƛƎƘ ςand even if it remains at the present level or lower, recessions do not usually arrive even if the ISM falls 
somewhat below 50. It has happened 12 times past 80 years (and 10 recessions has passed, all with a weak ISM). Really large drops in the ISM is not followed 
by neither further declines or recessions

USA ISM

Non-manufacturing ISM is released this week 
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ISM vs recessions: 14 false positives, 6 correct positives, and 1 false negative

The ISM is a good cycle indicator but far from perfect

ÅOne recession, in 1973 following the 3 x increase in the oil price, was not flagged by the ISM (1 false negative)

ÅThe ISM fell below 52 in 1969, and below the 50 line five times before the recession hit (6 positive, correct signals)

ÅHowever, given a 52 threshold, the ISM has fallen below the line 14 times since 1965 without a recession (14 false positives)

ÅThus, the odds are not that bad ςƛŦ ǘƘŜ ŘŜŎƭƛƴŜ ŘƻŜǎ ƴƻǘ ŎƻƴǘƛƴǳŜΧ

USA ISM/PMI
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When will the Fed stop hiking? In avgwith ISM at 55 (and always at 50)

²ŜƭƭΣ ǿƘŜƴ ƛǘΩǎ ŎƻƴŦƛŘŜƴǘ ǘƘŜ ŜŎƻƴƻƳȅ Ƙŀǎ ǎƭƻǿŜŘ ǘƻ ōŜƭƻǿ ǘǊŜƴŘ ƎǊƻǿǘƘ

USA ISM/PMI




































