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New global macro forecast: Global economy slowing

The global business cycle is gradually weakening. The US will slow next year.
Subsequently, real GDP is expected to fall during several quarters, while the
unemployment rate will rise. The Swedish economy has performed quite well for
some time but will slow down during the coming years, according to Chief
Economist Ann Oberg.

Interest rates peak at low levels

US toward recession

Europe pressured by structural problems
Low growth in the Nordics

In the US, the economy will continue to expand for a while yet. But we are starting to
glimpse the end of the long recovery which has marked the period since the global
financial crisis. Growth will slow throughout 2018 and we now expect a recession during
2019. The force behind this turnaround is high capacity utilisation which is putting pressure
on company profits.

In the eurozone, the economy has recently picked up a little. Judging from available
business tendency surveys, sentiment in the economy is better than for many years.
Obviously, we are now also seeing an effect of growing global trade. Unfortunately, we do
not think there will be a permanent improvement. Due to the structural problems and
continued political uncertainty, we expect growth in the eurozone to remain low.

The UK economy has been surprisingly robust given Brexit. But now it seems that the fair
wind is subsiding. A positive agreement between the UK and the EU would be good for
both sides, but this does not seem to be politically possible. Nevertheless, we think that
the UK will avoid recession.

For a long time, growth in Sweden has been higher than in many comparable countries.
This is mainly due to the high population growth. We now expect declining growth in the
next few years. Nevertheless, the Riksbank is expected to want to tighten monetary policy
with an initial rate hike in April 2018.

In the other Nordic countries, we expect low growth during the period of our forecast. In
Norway, the mainland economy has turned upward. Despite this, interest rate cuts from
Norges Bank cannot be ruled out as a result of the low inflation rate.
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Forecasts for real GDP growth

(Previous (Previous
forecast forecast

2015 2016 2017f 2017) 2018f 2018) 2019f
Sweden 3.8 3.1 2.5 2.6 1.9 2.0 1.7
Norway 1.6 1.0 1.0 0.5 1.0 1.0 1.2
Norway Mainland 11 0.8 1.6 1.5 1.9 1.9 2.0
Finland 0.3 1.4 1.8 1.0 1.3 0.8 0.9
Denmark 1.6 1.3 1.4 1.2 1.0 1.0 0.5
EMU 2.0 1.7 1.5 1.3 1.2 1.2 1.1
USA 2.6 1.6 2.0 23 21 1.8 0.3
UK 2.2 1.8 1.9 1.8 1.2 1.1 1.4
The Netherlands 2.0 2.1 2.0 1.8 1.7 1.6 0.9
Japan 1.2 1.1 1.2 0.7 0.7 0.8 0.1
Brazil -3.8 -3.6 0.3 0.6 2.2 2.3 1.9
Russia -2.8 -0.2 1.1 1.1 15 15 2.0
India 7.5 7.5 7.3 7.2 7.5 7.6 7.5
China 6.9 6.7 6.4 6.4 6.1 6.0 5.8
Poland 3.9 2.8 3.0 3.0 3.2 3.3 3.0
Source: Handelsbanken Capital Markets
Interest rate forecasts
Policy rates Apr 3 Q2 2017 Q32017 Q4 2017 Q1 2018 End 2018 End 2019
Sweden -0.50 -0.50 -0.50 -0.50 -0.50 0.00 0.50
US (range midpoint) 0.875 1.125 1.375 1.375 1.625 1.625 0.875
Eurozone -0.40 -0.40 -0.40 -0.40 -0.40 -0.20 -0.20
Norway 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Denmark -0.65 -0.65 -0.65 -0.65 -0.65 -0.35 -0.35
UK 0.25 0.25 0.25 0.25 0.25 0.25 0.25
10y govt. yields Apr 3 Q22017 Q32017 Q4 2017 Q12018 End 2018 End 2019
Sweden 0.57 0.70 0.75 0.80 0.85 0.95 0.85
us 2.35 2.40 2.30 2.25 2.10 2.00 1.70
Eurozone (Germany) 0.28 0.50 0.60 0.65 0.75 0.80 0.70
Norway 1.64 1.70 1.70 1.80 1.80 1.90 1.90
Denmark 0.54 0.80 0.90 0.95 1.10 1.20 1.10
Finland 0.43 0.65 0.75 0.85 1.00 1.10 1.00
UK 1.14 1.30 1.30 1.35 1.40 1.50 1.50

Source: Handelsbanken Capital Markets



Currency forecasts
Apr 3 Q22017 Q32017 Q4 2017 Q12018 End 2018  End 2019

EUR/SEK 9.56 9.30 9.30 9.25 9.20 9.15 9.15
USD/SEK 8.97 9.03 8.86 8.64 8.36 7.96 7.32
GBP/SEK 11.20 10.81 10.57 10.51 10.45 10.40 10.40
NOK/SEK 1.04 1.02 1.02 1.03 1.03 1.05 1.06
DKK/SEK 1.28 1.25 1.25 1.24 1.23 1.23 1.23
CHF/SEK 8.94 8.69 8.61 8.56 8.44 8.32 8.32
JPY/SEK 8.08 8.36 8.28 8.16 7.97 7.96 7.96
CNY/SEK 1.30 1.29 1.25 1.22 1.19 117 113
EUR/USD 1.07 1.03 1.05 1.07 1.10 1.15 1.25
USD/JPY 111.00 108.00 107.00 106.00 105.00 100.00 92.00
EUR/GBP 0.854 0.860 0.880 0.880 0.880 0.880 0.880
GBP/USD 1.25 1.20 1.19 1.22 1.25 131 1.42
EUR/CHF 1.07 1.07 1.08 1.08 1.09 1.10 1.10
EUR/DKK 7.44 7.44 7.44 7.45 7.45 7.46 7.46
SEK/DKK 0.78 0.80 0.80 0.81 0.81 0.82 0.82
USD/DKK 6.98 7.22 7.09 6.96 6.77 6.49 5.97
GBP/DKK 8.71 8.65 8.45 8.47 8.47 8.48 8.48
CHF/DKK 6.96 6.95 6.89 6.90 6.83 6.78 6.78
JPY/DKK 6.29 6.69 6.62 6.57 6.45 6.49 6.49
EUR/NOK 9.16 9.10 9.10 9.00 8.90 8.75 8.60
SEK/NOK 0.96 0.98 0.98 0.97 0.97 0.96 0.94
USD/NOK 8.60 8.83 8.67 8.41 8.09 7.61 6.88
GBP/NOK 10.73 10.58 10.34 10.23 10.11 9.94 9.77
CHF/NOK 8.57 8.50 8.43 8.33 8.17 7.95 7.82
JPY/NOK 7.75 8.18 8.10 7.94 7.71 7.61 7.48
USD/BRL 3.12 3.00 2.90 2.80 2.70 2.90 3.20
USD/RUB 56.35 59.50 59.00 58.00 57.00 56.00 55.00
USD/INR 64.99 66.50 66.75 67.00 67.25 68.00 69.00
USD/CNY 6.88 7.00 7.10 7.10 7.00 6.80 6.50
EUR/PLN 4.24 4.25 4.25 4.15 4.15 4.00 4.00
EUR/RUB 60.03 61.30 62.00 62.10 62.70 64.40 68.80

Source: Handelsbanken Capital Markets
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