


 

2 |     6 October 2020  https://research.danskebank.com  
 

 

Nordic Outlook   

Analysts  
 

Editorial deadline 05 October 2020  Investment Research 

Editor -in-Chief: 

Las Olsen, Chief Economist 

 

Denmark 

 

+45 45 12 85 36  

 

laso@danskebank.com 

    

Macroeconomics:     

Bjørn Tangaa Sillemann Denmark +45 45 12 82 29  bjsi@danskebank.com 

Louise Aggerstrøm Hansen Denmark +45 45 12 85 31  louhan@danskebank.com 

Anders Køhlert Larsen Denmark +45 45 13 82 87  anlars@danskebank.com 

Michael Grahn, Chief Economist Sweden +46 8 568 807 00  mika@danskebank.com 

Therese Persson Sweden +46 8 568 80 5 58  thp@danskebank.com 

Frank Jullum, Chief Economist Norway +47 85 40 65 40  fju@danskebank.com 

Pasi Petteri Kuoppamäki, Chief Economist Finland +358 10 546 7715  paku@danskebank.com 

Jukka Samuli Appelqvist Finland +358 44 263 1051  app@danskebank.com 

 

This publication can be viewed at https://research.danskebank.com.  

Statistical sources: Refinitiv, Macrobond Financial, OECD, IMF, National Institute of Social and Economic Research, Statistics 

Denmark and other national statistical institutes as well as proprietary calculations.  

 

 

 

 
Important disclosures and certifications are contained from page 3 3 of this report. 

 

 

https://research.danskebank.com./


 

3 |     6 October 2020  https://research.danskebank.com  
 

 

Nordic Outlook   

Contents 
 

  
 

Nordic outlook  At a glance - From strong rebound to normal recovery  
4  

   

Denmark  And now the hard part  
5  

  
 

 Forecast at a glance 10  

   

Sweden Not as bad as feared 
11  

  
 

 Forecast at a glance 16 

   

Norway  Recovery as expected but uncertainty remains  
17  

  
 

 Forecast at a glance 21 

   

Finland Deficit -fuelled uphill struggle  

 

22  

  
 

 Forecast at a glance 27 

   

Global overview Global recovery on track  
28  

   

 Economic forecast 32 

  

 

  

 

The Nordic Outlook  is a quarterly publication that presents Danske Bankès view on the economic outlook for the Nordic 

countries. The semi-annual publication The Big Picture sets out our global economic outlook.  
 

https://research.danskebank.com/research/#/Research/articlelist/The-Big-Picture


 

4 |     6 October 2020  https://research.danskebank.com  
 

 

Nordic Outlook   

At a glance 

From strong rebound to normal 

recovery  

It could have been much worse 

Like the rest of the world, the Nordic countries suffered a severe economic 

crisis during the lockdown phase in the spring and like most other countries, 

there has been a strong rebound since the reopening began. The consequences 

have been severe for many businesses and workers but most of the many risks 

highlighted by others and us half a year ago have not materialised. The Nordic 

countries have been less hurt economically than many other countries, 

especially in Europe. We attribute this largely to the Nordics having had much 

less severe, and shorter, lockdowns than seen elsewhere. In particular, the 

Nordic countries have mostly not kept the workforce away from jobs they could 

not handle remotely and have mostly not created barriers for trade in goods, so 

production and construction have been able to continue throughout the crisis. 

It also helps that industries such as restaurants and hotels are relatively smaller 

in the Nordics, that citizens and businesses are highly digitalised and that there 

is a high level of trust in the government. 

Recovery slows down 

In our view, growth rates for the third quarter of 2020 will be high, reflecting 

the strong effect of reopening economies. However, there is not a lot left to 

reopen and it is likely to take much longer to recover the remainder of the losses 

to the economies, both because some restrictions will remain in place and 

because it will take longer to restore missing demand at home and abroad. In 

addition, there are renewed headwinds. First, infections have risen again in 

Europe and in the Nordics, especially in Denmark. While this has not led to 

new general lockdowns and is unlikely to do so, in our view, it has led to 

localised restrictions that will dampen the recovery. We are also concerned that 

the Nordic economies might not yet have seen the full effect of the substantial 

fall in income elsewhere and that there might be a delayed effect on exports. 

This is especially the case for Finland, where earlier big orders have kept 

manufacturing going but new orders are few. 

Fundamental shape is good 

There has been a strong fiscal policy response to the crisis but the loss for the 

government has generally been much smaller than expected in the Nordic 

countries and their public finances remain stronger than in most other places ï 

although Finland will need some consolidation in the longer term. Businesses 

are in better financial health than could have been feared after a crisis such as 

the one we have seen and there has been no explosion in bankruptcies. 

Household finances are strong on average, as savings spiked during lockdown 

and house prices have kept increasing. For Swedenôs Riksbank, the crisis has 

created further problems in reaching the inflation target but Norway could well 

be among the first countries to hike interest rates after the coronavirus crisis. 

 

Nordics less damaged 

 
Source: Macrobond Financial 

New restrictions matter  

 

Source: Danske Bank 

Still strong public finances  

 

Source: Macrobond Financial, Danske Bank 
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Denmark  

And now the hard part  

¶ Denmarkôs economy has quickly righted itself after reopening but the 

recovery is not complete and fully catching up could take some time. 

¶ As the economy partially locks down for a second time, there is a risk 

consumers may be more generally reluctant to spend. 

¶ Nevertheless, the housing market remains robust and together with the 

one-off holiday allowance payout should support private consumption. 

¶ Exporters have been hit hard and their troubles might not be over yet, 

even though Danish export companies have performed relatively well. 

¶ Unemployment is declining but we do not expect it to reach pre-

coronavirus levels in 2021. 

Strong recovery losing pace 

As expected, the significant economic downturn triggered by the lockdown in 

March and April was replaced by rapid growth as most of the economy 

reopened. Overall, the coronavirus crisis has played out more or less in line 

with the least pessimistic forecasts made at the start of the lockdown, including 

ours. However, the shift up in gear has not brought a complete recovery and we 

expect the upswing to progress at a significantly slower pace, with setbacks 

along the way. COVID-19 remains a reality in both Denmark and its export 

markets and restrictions are set to remain in place for some time to come, while 

we cannot rule out further restrictions and negative reactions from consumers 

and companies. In our view, we are now in a position more akin to an ordinary 

recession. Activity is suppressed not only by bans and fear of the coronavirus 

but also by a lack of demand from corporate investments, for example, which 

takes longer to restore than it takes to reopen an economy from lockdown. 

The economy remains mired in great uncertainty, though not all of it is 

potentially negative. More widespread coronavirus outbreaks could hit the 

economy harder, while global trade issues, Brexit and other geopolitical 

tensions could also flare up. However, the upswing could gather pace, 

especially if private consumption recovers more quickly and consumers react 

to how relatively well things are going in reality for most peopleôs personal 

finances. 

We have received surprisingly poor GDP growth figures for Q2 since we 

published Nordic Outlook ï June 2020 on 16 June, though we put some of that 

down to technical issues, which could, conversely, pump up growth in the latter 

half of the year. In contrast, the labour and housing markets have surprised 

positively, so we tweak our forecast only slightly overall. 

Governments bill for coronavirus crisis less than 

expected 

The governmentôs relief packages for businesses, now largely expired, were 

used much less than expected, particularly the scheme to compensate fixed 

expenses, where the government expected to pay out more than DKK66bn. 

At a glance 

 
Source:  Danske Bank 

Recovery has been quick but not complete 

 

Source: Statistics Denmark, Macrobond Financial, Danske Bank 

% y/y 2020 2021 2020 2021

GDP -3.5 3.0 -3.5 2.5

Private consumption -1.8 4.6 -1.4 3.5

Public consumption -0.6 2.9 1.4 0.5

Gross fixed investment -1.7 0.4 -6.0 -0.7

Exports -12.4 4.6 -7.7 4.1

Imports -10.2 4.6 -5.7 2.8

Gross unemployment (thousands) 134.3 117.1 150.7 144.8

Inflation 0.5 1.2 0.5 1.2

Government balance, % of GDP -3.4 -2.2 -6.9 -1.9

Current account, % of GDP 7.5 7.5 6.6 7.1

Previous forecastCurrent forecast

Denmark

https://research.danskebank.com/link/NordicOutlook160620/$file/Nordic%20Outlook_160620.pdf
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So far, only DKK4.8bn has been claimed, so the 2020 outlook is for a deficit 

that is of óonlyô the same order as the unexpected surplus in 2019. The 

governmentôs budget lays out a relatively expansive fiscal policy for 2021, 

though the government has ï in contrast to the EU Commission ï opted no 

longer to consider public finances exempt from the usual limitation of running 

a structural deficit of no more than 0.5% of GDP, the exemption being 

introduced because of the crisis. This means the actual deficit is likely to come 

in at around 2.25% of GDP. The governmentôs gross debt increased by 

DKK179bn in Q2, when extensive borrowing padded government coffers for 

those expenses that have largely failed to materialise. This is set to provide 

something to feed on for the rest of the year, though the one-off payout of the 

holiday allowance means the government has a financing requirement. Gross 

debt should reduce in 2021, as on receipt of postponed tax payments. 

Bankruptcies limited so far  

Despite the coronavirus crisis, 2020 has so far produced fewer bankruptcies 

than previous years. One reason is that the option to postpone corporate and 

payroll taxes has extended the life of a good many hard-pressed companies, so 

we believe we should expect to see more bankruptcies in coming months, 

especially among restaurants and hotels and in the travel industry. 

Nevertheless, corporate liquidity is generally adequate overall. We estimate 

that some DKK35bn in postponed taxes is due but the increase in corporate 

bank deposits has surpassed this amount. The normally very cyclical 

construction industry, for example, has not been hit so hard this time and has 

received support from the governmentôs crisis policy, including bringing 

forward investments in social housing. 

Rate cut unlikely 

Danmarks Nationalbank raised the certificates of deposit rate by 15bp to -0.6% 

in March to defend the weakening DKK. Since then, the DKK has moved to 

the strong end of the very narrow, de facto trading range that Danmarks 

Nationalbank keeps it in against the EUR. However, we have no immediate 

expectations of a rate cut. The spring offensive to defend the DKK eroded 

Denmarkôs FX reserves, which have admittedly been temporarily padded out 

again by foreign borrowing. Nevertheless, we presume that Danmarks 

Nationalbank would not object to reinforcing its FX reserves more sustainably 

by selling DKK if it needed to in order to prevent the currency strengthening 

too much. Whether the DKK is pushed in one direction or the other is highly 

dependent on movements in global equity markets. This is because Danish 

pension funds have very large foreign equity holdings and rising equity prices 

tend to strengthen the DKK due to the fundsô need to hedge FX risk. Long 

Danish interest rates link closely to comparable rates in the euro area and we 

see no real prospect of major changes here in the time ahead, though long rates 

could increase a little in 2021. 

Labour market picking up 

Unemployment rose by close to 50,000 between February and April this year 

but the reality was much worse. At its peak, almost 250,000 private sector 

employees were on furlough, with employers receiving partial wage 

compensation, while large groups of public sector employees and the self-

employed were also unable to work. 

Companies generally well-cushioned 

 

Note: Including personally owned companies; seasonally adjusted 

Source: Danmarks Nationalbank, Macrobond Financial 

No wave of bankruptcies for now 

 

Source: Statistics Denmark, Macrobond Financial 

DKK strong again 

 
Note: Chart shows DKK/EUR 

Source: Danmarks Nationalbank, Macrobond Financial  

Activity down by much more than number of jobs  

 

Source: Statistics Denmark, Macrobond Financial 
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At one point, up to one-seventh of those with jobs were probably idle. The large 

majority are now back at work and the wage compensation schemes have 

expired, seemingly without prompting an increase in the number of registered 

unemployed, which has also declined. However, while we expect 

unemployment to continue falling on the back of the recovery, we are unlikely 

to reach pre-coronavirus levels in 2021. This is due partly to the workforce 

expanding when the retirement age increases again next year, although 

admittedly the workforce has shrunk during the crisis and it is uncertain 

whether foreign labour, for example, will return in the near term. 

The new collective wage agreements for the private sector seemingly paved the 

way for high wage growth in Q, but instead the coronavirus crisis erupted, 

resulting in a slowdown. We expect underlying wage growth to pick up again 

slowly but for the year as a whole, our forecast points to slower wage growth 

in 2021 than this year. 

Dearth of tourists dampens inflation  

Danish inflation is rather subdued, with overall price pressures in the economy 

still modest and some sectors offering discounts that fall outside the normal 

sales season, which is helping pull inflation lower. These sales may prove more 

permanent in certain sectors, such as the hotel industry, which is selling rooms 

almost 30% cheaper than at the same time last year. Hotel room prices are likely 

to remain below the norm for as long as foreign tourists and business travellers 

stay away. Plane tickets are also cheap currently and with the prospect of 

extensive travel restrictions remaining in place, they will probably remain 

cheap for some time yet. Inflation not dipping below zero over the summer was 

due largely to the higher duty on tobacco, which has raised the price of most 

20-pack cigarettes by DKK15. Book prices far above the norm have also 

contributed to inflation. 

We expect inflation to accelerate slightly towards the end of the year as tobacco 

duties fully feed through and some sales on furniture and home accessories, 

etc. cease. Tourists returning could well come to define when inflation again 

approaches 2% rather than 1%. As the economic recovery progresses and the 

sharp fall in the oil price in Q1 this year becomes history, we believe inflation 

is likely to rise again. We pencil in 0.5% for this year and 1.2% for 2021. 

Impressive consumption recovery in H2 but 

uncertainty increasing  

The first half of the year saw a record plunge in private consumption, with 

consumption of services and cars, in particular, pulling sharply lower. 

Consumption normalised over the summer, with car sales increasing and card 

and MobilePay transactions stabilising around normal. However, while many 

sectors of the economy have normalised, certain types of consumption are still 

seriously underperforming. Travel spending, in particular, is far below average 

and, with 80% fewer plane tickets sold in September than usual, there is little 

prospect of a return to former travel patterns in coming quarters. Higher 

infection rates and new restrictions make our forecast here rather uncertain. 

Consumption has slowed a little since mid-September, with the introduction of 

reduced opening hours for restaurants and bars causing consumption in these 

sectors to fall by around 20%, based on data for Danesô spending via cards and 

MobilePay. 

Tobacco duties and expensive books have kept 

inflation above zero despite cheaper hotel rooms  

 

Source: Statistics Denmark, Danske Bank, Macrobond Financial 

Unemployment heading lower  

 

Source: Statistics Denmark, jobindsats.dk, Macrobond Financial 

Higher but still modest inflation ahead  

 

Source: Danske Bank, Statistics Denmark, Macrobond Financial 

Private consumption to be boosted by holiday 

allowance payouts in coming quarters  

 

Source: Statistics Denmark, own calculations , Macrobond Financial 
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Up to now, the Danes seemingly viewed the coronavirus crisis as a temporary 

phenomenon, something underpinned by largely uninterrupted growth since 

the economy slowly began to reopen in April. However, this perception may 

begin to fundamentally shift on the back of a new wave of infections and partial 

lockdowns and, indeed, we have seen a worrying fall in consumer confidence. 

This supports our expectation that the consumption ratio will not fully 

normalise until towards the end of our forecast period, after declining 

significantly in H1 this year. 

Nevertheless, consumption will receive a boost from the holiday allowance 

payouts in Q4, which we expect to place up to DKK39bn in Danish pockets. 

Previous refunds of pension (2009) and early retirement (2012) contributions 

indicate a substantial share of the money channelling into savings, with only 

around one-third spent on consumption and around DKK5bn invested in 

peopleôs homes. We base our forecast on the payout of the remaining roughly 

two weeksô holiday allowance in Q1 21, for which there is apparently majority 

political support. However, at the time of writing, this has not been formally 

decided and so is subject to considerable uncertainty. Our previous forecast 

indicated a further lift in consumption in Q1 21 on the back of the property tax 

refunds due to homeowners who overpaid. However, given the postponement 

of the new property valuations and further uncertainty about the timing of the 

refunds, we do not now expect the roughly DKK8bn due to households to be 

paid out during the forecast period. 

Housing market continues to surprise positively  

After a record price fall in March, the housing market has only gone up. The 

latest figures from property website Boligsiden indicate that both house and 

apartment prices are now above pre-coronavirus levels. Hence, the housing 

market appears to have shrugged off the coronavirus crisis and there is no sign 

the growth of recent months could turn down anytime soon: supply remains 

extremely low, sales activity is high and price discounts are minimal ï so it is 

still a sellerôs market. 

While activity in the holiday home market has slowed since the spring, sales 

remain far above the norm ï and given the holiday allowance payouts in the 

autumn and stricter travel restrictions, we expect sales activity to remain 

buoyant here. 

Looking ahead, uncertainty is set to remain high for coming months given the 

resurgence in coronavirus infections and the implementation of further 

restrictions. Yet, a general downturn in the Danish housing market in 2020 is 

difficult to imagine, as this would require a much more pronounced decline in 

prices in coming months than we saw during lockdown. Rather, we expect 

somewhat more subdued price growth towards the end of the year and modestly 

appreciating prices in 2021. 

Prospects for exports brighten but treacherous road 

ahead 

Goods exports took a serious knock in the first half of the year, falling 4.4% 

compared with H2 19. That said, Danish exporters experienced a significantly 

smaller contraction than their German or UK counterparts and a sizeable share 

Cars sales recover but uncertaint y on taxes and 

duties are substantial risks here  

 

Source: Statistics Denmark, Macrobond Financial 

New restrictions have had an immediate impact on 

spending in restaurants and bars  

 

Note: Data covers only card and MobilePay transactions 

Source: Danske Bank 

Activity recovered swiftly and remains above 

normal  

 

Note: Data is seasonally adjusted and smoothed out over four weeks 

Source: Boligsiden, Danske Bank calculations 

Strong price increases on housing since the spring  

 

Note: Own seasonal correction, stippled line denotes forecast 

Source: Statistics Denmark, Danske Bank 
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of the fall was due solely to less oil being extracted from the North Sea and not 

less demand from abroad. Denmark has also been helped by a large number of 

its export markets being in northern Europe, which has been less affected by 

the crisis. Nevertheless, the overall decline in exports conceals a broad 

spectrum of realities for Danish exporters. The pharmaceutical industry has 

weathered the crisis well so far, with exports actually growing by 1.5% during 

the March to July period compared with the previous five months. 

Pharmaceutical exports make up around one-third of exports to countries 

outside the EU. This can be seen in the figures from the Customs and Excise 

system, which show that exports to non-EU countries have hovered around 

2019 levels throughout the crisis and right up to September. In contrast, 

machinery exports have experienced a substantial fall in demand, especially 

from Germany, where exports between March and July were down almost 

DKK8bn compared with the same period last year ï a fall of more than 50%. 

Service exports have also been very hard hit, due largely to the absence of 

tourists. Between March and July, the number of overnighting foreign tourists 

was down 80% (seasonally adjusted) compared with the previous five months. 

Travel-related exports fell by DKK14.5bn in H1 and any return to normality for 

the Danish tourism industry is likely to require a vaccine or at least a significant 

reduction in the risk of infection. As might be expected, shipping has also 

suffered during the crisis. Shipping exports fell by DKK14.4bn in H1 compared 

with H2 19, despite a marked increase in freight rates, which indicates that 

shipping activity declined by more than 15%. Global trade slowed by 9% over 

the same period ï the largest fall since 2009. 

Nevertheless, Danish exporters can perhaps look forward to a brighter future. 

Trade has been picking up since April, export conditions have gradually 

improved and we expect this to continue. A European economic recovery is 

well underway and corporate order expectations have stabilised. That said, the 

amount of lost sales is substantial and we do not expect it to be recovered, plus 

export market activity is rising from a low level. There is a significant risk the 

recovery could suffer setbacks due to a second wave of COVID-19, plus Danish 

companies are saddled with the strongest DKK in more than 10 years, which 

further erodes their competitiveness at an already difficult time. Overall, we do 

not expect exports to return to pre-coronavirus levels before 2022. 

Imports fell by 9% overall in H1, due to many of the same factors that pulled 

exports lower. Danish tourists and business travellers spent DKK16.6bn less 

abroad than in H2 19, meaning the downturn in travel contributed positively to 

the current account surplus in Denmark. Car production shutting down in Europe 

was clearly visible in car imports, which fell significantly. After 2019, when the 

current account surplus of 8.9% of GDP approached the record from 2014, the 

surplus has fallen considerably, as a large surplus from services has been 

transformed into a small deficit. Shipping can explain much of the decline in the 

surplus but a sharp fall in business activity for other services has also contributed. 

The recovery in domestic demand has generally been faster than the recovery in 

demand from Denmarkôs trading partners, translating into a lower foreign trade 

surplus than it is used to. Therefore, we expect the current account surplus to 

decline to 7.5% of GDP in 2020 and 2021. 

  

Exports to countries outside the EU have held up 

  

Source: Statistics Denmark, Danske Bank 

Activity levels in Danish export markets and 

expectations for new orders have increased, but from 

a low starting point  

 

Note: Index 50 delineates between growth and contraction, see our 

Export  Barometer . RH axis indicates difference in percentage points of 

companies expecting more orders relative to how many expect fewer.  

Source: Danske Bank, IHS Markit, Statisti cs Denmark, Macrobond 

Financial 

DKK hits 10 -year high 

 

Source: Statistics Denmark  

about:blank#/Research/article/f7346699-19bb-4563-8ee9-0b0b56290507/DK


 

10  |     6 October 2020  https://research.danskebank.com  
 

 

Nordic Outlook   

At a glance 

 
*Wage growth is based on Statistics Denmarkès standardised wage index which has replaced the implicit wage index in our forecasts. 

Source: Statistics Denmark, Danmarks Nationalbank, Macrobond Financial, Danske Bank 

 

National account 2019 2019 2020 2021

DKK bn (current prices)

Private consumption 1044.3 1.4 -1.8 4.6

Government consumption 556.8 1.2 -0.6 2.9

Gross fixed investment 512.5 2.8 -1.7 0.4

    - Business investment 320.9 2.3 -7.1 -1.2

    - Housing investment 115.0 6.2 7.6 2.3

    - Government investment 76.7 0.3 7.0 3.4

Growth contribution from inventories -0.3 0.4 0.0

Exports 1361.8 5.0 -12.4 4.6

    - Goods exports 804.7 6.9 -3.9 4.1

    - Service exports 557.1 -1.7 -21.7 5.6

Imports 1190.2 2.4 -10.2 4.6

    - Goods imports 701.2 1.5 -4.5 6.6

    - Service imports 489.0 3.9 -18.4 1.2

GDP 2335.0 2.8 -3.5 3.0

Economic indicators 2019 2020 2021

Current account, DKK bn 206.8 169.8 177.2

    - % of GDP 8.9 7.5 7.5

General government balance, DKK bn 88.3 -77.0 -53.0

    - % of GDP 3.8 -3.4 -2.2

General government debt, DKK bn 778.7 985.0 980.0

    - % of GDP 33.3 43.2 41.2

Employment (annual average, thousands) 3002.8 2952.4 2989.6

Gross unemployment (annual average, thousands) 104.1 134.3 117.1

    - % of total work force (DST definition) 3.7 4.8 4.2

Oil price - USD/barrel (annual average) 64 38 50

House prices, % y/y 3.8 3.0 3.0

Private sector wage level*, % y/y 2.5 2.0 1.8

Consumer prices, % y/y 0.8 0.5 1.2

Financial figures 05/10/2020 +3 mths +6 mths +12 mths

Lending rate, % p.a. 0.05 0.05 0.05 0.05

Certificates of deposit rate, % p.a. -0.60 -0.60 -0.60 -0.60

Forecast

% y/y



 

11  |     6 October 2020  https://research.danskebank.com  
 

 

Nordic Outlook   

Sweden  

Not as bad as feared 

¶ All sides of GDP suggest a significant rebound in Q3 GDP; it  is rubber-

band effect. Following this, we expect the recovery to continue at a 

slower pace. 

¶ Consumers are doing okay. Leisure services spending and clothing 

sales are still lagging other parts but consumption is rising now. 

However, the property market has turned very buoyant on the back of 

economic stimulus, with prices soaring again. 

¶ The labour market is lagging behind but gives a glimmer of hope. We 

expect the unemployment rate to peak in Q4, followed by a gradual 

recovery in 2021. 

¶ Business is recovering too, mainly manufacturing and non-durable 

retail trade. Early signs of a turnaround in machinery investments and 

rising exports bode well for manufacturing. Services are still lagging. 

¶ The wage round is set to produce the lowest central deal for decades. 

Coincident with a relatively stable SEK, we expect this to keep inflation 

closer to 1% than to 2%. 

¶ We expect the Riksbank to keep the repo rate unchanged for years. 

Board members appear to prefer more QE to cope with subdued 

inflation.  

¶ This year has seen significantly less use of fiscal stimulus measures than 

planned. The September budget bill shifts part of this to ókick-startô 

the economy in 2021. 

Improving outlook, upward revision  

Q3 data is signalling a quite strong growth rebound, tentatively 5% q/q. 

Consumption, a bit surprisingly, sends the strongest signal, followed by private 

sector production and hours worked. Supposedly, this means that the demand, 

production and income sides of the GDP identity are represented in the 

recovery. Actually, the rebound appears to be quite a bit stronger than we 

expected in Nordic Outlook ï June 2020, 16 June. Hence, we revise up our 

growth forecast and projected GDP level. This is partially a result of the swift 

global and Swedish fiscal and monetary policy response. That said, however, 

there are still significant downside risks for the economy related to the 

development of the COVID-19 pandemic, albeit contagion is currently low. 

The economic gaps caused by the COVID-19 pandemic are substantial and are 

likely to take time to recoup. 

Consumpti on bouncing back with surge in properties 

Private consumption has been quite resilient given the circumstances. Retail 

sales were actually higher this summer than in December 2019, with non-

durables and home improvement goods the main drivers. This is apparently 

also a pattern seen in other countries as, consumers spend more time working 

from home, extending the óhome officeô. 

At a glance 

 
Source: Danske Bank 

Several positive signs  

 
Source: Statistics Sweden 

Most hit consumption recovering too  

 
Source: NIER, Danske Bank calculations 

% y/y 2020 2021 2020 2021

GDP, calendar adjusted -3.3 3.8 -4.1 3.7

Private consumption -5.1 4.2 -5.0 4.3

Public consumption -0.3 2.8 0.7 -0.7

Gross fixed investment -3.7 2.5 -8.1 4.3

Exports -6.1 6.2 -1.0 4.2

Imports -7.1 4.6 -3.3 5.2

Unemployment rate 8.7 9.0 8.8 8.5

Inflation 0.6 1.1 -0.1 1.1

Government balance, % of GDP -5.8 -1.0 -7.4 -1.0

Current account, % of GDP 4.9 4.6 4.9 4.6

Current forecast Previous forecast

Sweden

https://research.danskebank.com/link/NordicOutlook160620/$file/Nordic%20Outlook_160620.pdf
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The COVID-19 pandemic sent activity in some consumer services, for instance 

restaurants, back more than 40 years in Q2. However, NIERôs monthly data 

suggest that leisure-related consumer such as restaurants, hotels, transportation 

and travel have also rebounded. Travel agencies, for instance, showed a positive 

net balance in September, not seen since February. Another telling sign of 

consumer optimism is the surge in property prices and turnover since May. 

Danskeôs Swedish Boprisindikator shows flat prices in Stockholm rising 

uninterrupted over a four-month period up to and including September, ending 

with an all-time high turnover. That said, it is evident from other data that houses, 

not flats, are the real beneficiaries of the trend set in motion by the COVID-19 

pandemic. House prices had risen 7% seasonally adjusted between December and 

August. This is a drastic change from the negative development we expected only 

a few months ago and we now expect a rise of around 5% in 2020 compared with 

2019. The property market is seeing a boom. What could have caused such a rush? 

In our view, the obvious candidates are signals from the Riksbank that interest 

rates will remain low near term and the FSA temporarily abolishing the mandatory 

amortisation requirement until September 2021 (amortisation free). However, 

presumably the recovery in stock markets and significant government fiscal 

stimulus also play a role here. The thing puzzling us is that one might expect the 

fragile labour market to have a negative impact on property purchases but this is 

not so. That said, there are signs of cautiousness among households, as seen in 

soaring bank deposits. This type of precautionary saving has risen despite rates 

being zero. One implication of this is that mortgage credit institutions can raise a 

bigger share of their funding via the mother banks than via covered bond issuance. 

Business investment may have turned the corner  

Investment activity took a dive in H1 20, with the main drag coming from 

machinery investments. Intellectual property was essentially flat and construction 

rose. While there is limited data to gauge the business sectorôs investments in 

machinery and transportation, NIERôs monthly data for investment goods 

production turned positive in September. Hence, it seems to us that investments 

may have turned the corner in Q3. We suspect intellectual investments such as 

computer programming and research will resume the past yearôs upward trend as 

business sentiment recovers. However, construction activity appears to have 

entered the doldrums judging from NIER data, with both order and production 

slowing, albeit at a decreasing pace. Dwellings construction specifically had 

already slowed from the overheated activity seen in previous years ahead of the 

COVID-19 outbreak and stabilised in the first half of 2020. NIER data suggest a 

risk of a setback in H2 20 but, in our view, long-term higher property prices and a 

strong demographic demand for housing should underpin growth in coming years. 

Although there are few new initiatives in infrastructure investments, ongoing 

projects should keep activity high. As construction is by the far biggest part of 

gross fixed investments, there is a risk near term that a decline in residential 

investments will outweigh potential increases in machinery and transportation. 

Services lagging manufacturing and retail  

On a seasonally adjusted basis, there is clear evidence to suggest that goods 

exports and imports are on a recovery track since May. Actually, exports have 

consistently outpaced imports, showing a steady improvement in the trade 

balance. We take this as a sign that international demand for Swedish goods is 

recovering to the benefit of Swedish exporters and, not least, GDP growth. 

Property prices soaring  

 
Source:  KTH- Valueguard, Danske calculations 

Business investments appear to  have come back too 

 

Source: NIER, Statistics Sweden 

Services  still  below the expansion threshold  

 
Source: NIER 
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