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Knagglig vag mot aterhamtning

Global utveckling
Innehall: e Den globala ekonomiska utvecklingen har varit blandad under inledningen
av 2012. Vi star dock fast vid var globala BNP-prognos pa 3,1 % i ar, men
har reviderat upp den till 3,4 % fran 3,1 % for 2013 eftersom hanka sig fram-

Introduktion: En skakig scenariot i euroomradet nu tycks realiseras.
omvarld — men vandningen e Vart huvudscenario har en sannolikhet pd 60 % medan sannolikheten for ett
ar nara 2 béttre och ett samre scenario ar 30 % respektive 10 %. De stbrsta negativa

riskerna ar ett hogre oljepris, en ny kris i euroomradet om dven Spanien och
Italien skulle beh6va anstka om ekonomiskt stod, en kinesisk hardlandning

(?’Io_l_)alt: Glansl6s global och en langsammare aterhamtning i USA.
tillvaxt 4 syerige

e Den svenska ekonomin krympte krafftigt under det sista kvartalet 2011 pa gr-
Sverige: Aterhémtning efter und av minskad export men hushéllens konsumtion hdlls uppe. Sammantaget
férra arets tvarstopp 7 ledde detta till en arlig tillvéxt pa 4,0 %. Borjan av 2012 antyder att nedgangen

har natt botten och att en aterhamtning ar pa vag.
e Aven om ekonomin repar sig under 2012 kommer arbetsldsheten att forbli

Estonia: Growth prospects hog. Penningpolitiken kommer inte att ge ytterligare stéd och finanspolitiken

improve 12 befinner sig i ett avvaktande lage. Krisen i euro-omradet dampar den externa
efterfrdgan och BNP-tillvaxten for 2012 och 2013 &r 0,5 % respektive 2,2 %.

Latvia: Better outlook, but Estland

caution is still necessary 16 o Efter tre kvartal med en tillvaxt pa narmare 9 % i arstakt mattades BNP-tillvéax-

ten under fjolarets sista kvartal och den arliga tillvaxten uppgick till 7,6 %. Ex-
; ; porten steg med hela 25 % trots en nedgang i slutet av aret. Sysselsattningen
Lithuania: Rosy developments dkade med 6,7 %, vilket starkte hushéllens fértroende och konsumtion.

stained with oil 20 e Vi stér fast vid en prognos for BNP-tillvaxten p& 2,7 % for i & men reviderar
upp den nagot for 2013, fran 4,0 % till 4,2 % i sparen av battre utsikter for en
Okad utlandsk efterfragan. Inflationen bromsar in fran 5 % 2011 till 3,8 % 2012
for att sedermera sjunka ned till 3,2 % 2013. Trots budgetunderskottet ar de
offentliga finanserna fortsatt stabila.

Lettland
e Ekonomin véxte med 5,5 % 2011. Investeringar bidrog mest till BNP-tillvaxten,
men aven den privata konsumtionen. Tillvaxten i BNP har trots att den mat-
tats av varit fortsatt stark under inledningen av 2012 tack vare att de lettiska
exportféretagen har hanterat situationen val.

e Vi hojer tillvaxtutsikterna till 2,5 % for 2012 och till 3,5 % for 2013 pga de
senaste manadernas starkare ekonomi och béttre utsikter for Lettlands han-
delspartners. Inflationen véntas falla fran 2,8 % i ar till 2,5 % 2013. Inférandet
av euron 2014 ar fortfarande moijligt, a&ven om det ar en allt stérre utmaning.

Litauen

e Ekonomin vaxte i langsammare takt i slutet av forra aret framst som ett re-
sultat av foretagens kraftiga lagerminskningar. Trots ett allt svagare fortro-
ende var hushallskonsumtionen och investeringarna alltjamt starka under det
sista kvartalet 2011. | slutet av aret foll arbetslésheten under 14 % och real-
I6nedkningarna steg.

e Viraknar med att BNP-tillvaxten okar till 4,3 % nasta ar efter en mer mattfull
tillvaxt pa 3,3 % under 2012. Inflationen kommer att vara nagot hogre an vi
tidigare forutsag, och med en niva pa 2,8 % hamnar Litauen sannolikt hogre
an vad Maastrichtkriteriet foreskriver. Under 2013 sjunker dock inflationen till
2,5 % och arbetslésheten till 11 %.
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En skakig omvarld — men vandningen ar nara

Den ekonomiska utvecklingen i Sverige
och de baltiska landerna mattades av
rejalt i slutet av forra aret och fortsatte
trevande efter var januariprognos. Den
ekonomiska statistiken har varit blan-
dad och totalt sett lamnar vi den globala
prognosen for innevarande ar ofoéran-
drad. Utsikterna for en aterhamtning
under 2013 har dock forbattrats, efter-
som hanka-sig-fram-scenariot i euro-
omréadet verkar ha realiserats.

Utsikterna for Sverige och de baltiska
landerna under 2012 har inte férandrats
sarskilt mycket fran var januariprognos,
men for 2013 har de reviderats upp. |
Sverige vantas BNP véxa med 0,5%
2012 och med 2,1% 2013. | de baltiska
landerna kommer BNP-tillvaxten att
variera mellan 2,5% och 3,3% i ar, och
mellan 3,5% och 4,3% né&sta ar.

Det ar de externa faktorerna som kan
aventyra utsikterna fér Sverige och Bal-
tikum sdsom instabiliteten i euroomra-
det, till exempel om Spanien och Italien
skulle beh6va nodlan och om recessio-
nen i euroomradet fordjupades. Andra
externa risker ar ett hégre (eller lagre)
oljepris, en hardlandning i Kina och
andra tillvaxtlander samt en langsam-
mare (eller snabbare) aterhdmtning i
USA. Inhemska risker &r i forsta hand
forknippade med privat konsumtion
eftersom stamningslaget bland hushal-
len kan forandras om arbetsmarknad-
erna forbattras eller forsamras mer
an vantat. Ytterligare en riskfaktor &r

statistiska osakerheter eftersom
revideringar av BNP och sysselsattning
har forsvarat sikten bade bakat och
framaét.

Varthuvudscenario, somvigerensanno-
likhet pa 60%, ger en global tillvaxttakt
pa 3,1% 2012 med en svag okning till
3,4% 2013. Detta &ar dock fortfarande
lagre an under 2011 da BNP-tillvaxten
uppgick till 3,5%. USA:s ekonomi drivs
av en starkare industrikonjunktur och
investeringar. Tillvaxten har forvisso
stigit, men de gynnsamma effekterna
motverkas av det hdgre oljepriset.
Darmed gors endast en marginell upp
revidering av BNP-tillvéxten till 2,1% i
ar och till 2,3% néasta ar.

Recessionen i euroomradet vantas bli
djupare i krislanderna, medan saval
Tyskland som Frankrike tar sig ur
recessionen andra halvaret 2012. Det
varsta antas vara 6ver nar det galler kris-
hanteringen, d& medlemslanderna und-
viker nya réaddningspaket. Den Euro-
peiska centralbanken (ECB) forutses
dock ge vytterligare likviditetsstod om
situationen kraver det. | Storbritan-
nien och de nordiska landerna vaxer
ekonomin under sin potential. | synner-
het i den brittiska och den danska
ekonomin ar effekterna fran finanskris-
en fortfarande kannbara.

Pa tillvaxtmarknaderna har overhett-
ningsproblemen minskat och avmat-
tningen kompenseras delvis med
stimulanser. Tillvaxten kommer att

Makroekonomiska indikatorer, 2010- 2013
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Kallor: Nationell statistik och Swedbank.
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avta nagot i de oljeimporterande
landerna,medan den starks i de ravaru-
baserade ryska och brasilias-
ka ekonomierna. Den kinesiska
tillvaxten sjunker till narmare 8% i ar och
nasta ar till foljd av att fastighetssektorn
kyls av och exportindustrin tappar fart.
Japan paverkas i sin tur av den kinesis-
ka avmattningen, men investeringarna
Okar efter forra arets tsunamikatastrof
och karnkraftsolycka.

| motsats till vara antaganden i janu-
ari forutses ravarupriserna stiga under
prognosperioden. Oljeprisetvantas upp-
ga till i genomsnitt 119 dollar per fat i ar
vilket betyder att det sjunker under det
andra halvaret nar oron for en konflikt i
Mellandstern minskar. Nasta ar kommer
oljepriset att ligga pa i genomsnitt 113
dollar per fat och trycket p& konsument-
priserna fran rdvarumarknaderna dam-
pas, vilket far inflationen att falla under
2012 och 2013. Penningpolitiken forblir
expansiv i de avancerade ekonomierna
(centralbankernas styrrantor ligger kvar
nara noll medan nya kvantitativa lat-
tnader antas genomfdras framst i Japan
och Storbritannien). P4 tillvaxtmarknad-
erna blir penningpolitiken mindre atstra-
mande, medan finanspolitiken stramas
at i storre delen av Europa. Effekterna
av penningpolitiken samt av en sva-
gare euro mot dollarn kommer inte att
kunna motverka de negativa effekter
som minskade offentliga utgifter och
hogre skatter har pa tillvaxten. Om
tillvaxten forsvagas kan det bli fraga om
ytterligare budgetkonsolidering. Arbets-
|Iosheten &r redan nara 11% och
fortsatter att stiga i euroomradet. Det ar
denhogstanivan pafemton armedandet
motsatta galler for Tyskland, dar arbets-
I6sheten pa 6,7% &r den lagsta pa tjugo
ar.

| vart sdmre scenario, som vi ger en
sannolikhet pa 30%, forvarras krisen i
euroomradet nar Spanien begar nodlan
for att undvika en kollaps — en situa-
tion som aven paverkar Italien negativt.
Recessionen fordjupas, samtidigt som
den politiska och sociala instabiliteten
forvarras. Utvecklingen pa finans-
marknaden blir volatil, med nya férmo-
genhetsforluster som drar ned fortro-
endet. Dessutom stiger oljepriset an

24 april, 2012



Introduktion

Swedbank Economic Outlook

hogre och en hérdare inbromsning i
Kina medfor en tillvaxt under 6-7% i
ar och nasta ar. Om det inte blir ndgon
férlangning av Bushs skattesankningar
i USA kan tillvixten dampas av den at-
stramande finanspolitiken. Nar den glo-
bala tillvaxten faller under 2% innebar
det att varldsekonomin hamnat i reces-
sion.

Ett battre tillvaxtscenario, med en sanno
likhet p& 10%, ar mojligt att realisera
om oljepriset faller, om recessionen i
euroomradet visar sig bli kortvarig, om
aterhamtningen i USA starks samt om
tillvaxten pa tillvaxtmarknaderna stiger
till hogre men anda hallbara nivaer.

Sveriges ekonomiska statistik har revi
derats. Under 2011 vaxte BNP med 4%,
jamfort med forvantade 4,5%, medan
tillvaxten foér 2010 reviderades upp till
nastan 6%. Under det sista kvartalet
2011 sjonk BNP till foljd av av en kraftig
nedgdng i exporten medan den pri-
vata konsumtionen holl sig uppe. Se-
dan dess har inkdpschefsindex visat
pa enbart en marginell forbattring och
ingdngen av nya order ar fortfarande
svag. BNP véantas oka med 0,5% i ar
(efter ett negativt sista kvartal 2011
forutses arets forsta kvartal visa en
mindre nedgang som féljs av en ater-
hamtning av andra halvaret ). Arbets-
l6sheten narmar sig 8% i borjan av
nasta ar for att sedan langsamt falla till-
baka. Det ar i linje med den hogre BNP-
tillvaxt pa 2,1% under 2013 vi forutser
da hushallskonsumtionen stiger mer &n
vi réknade med i januari. Riksbanken
forvantas behalla styrrantan pa 1,5%
under 2012 for att hoja den tva ganger
under nasta ar. Regeringens budget ar
forsiktig, men ger utrymme for tkade

satsningar nasta ar, vilket sker forst nar
ekonomin borjat férbattras.

Estlands ekonomi vaxte med hela 7,6%
i fol. Vi haller fast vid januariprognosen
som innebar en BNP-tillvaxt pa 2,7% for
2012. Detta &r en foljd av att den glo-
bala efterfragan tappade fart och bidrog
till negativ kvartalstillvaxt i slutet av for-
ra aret. Under 2013 forutses BNP vaxa
med 4,2% vilket ar en forsiktig upp-
revidering fran januari i ljuset av nagot
béattre globala utsikter. Inflationen okar
ocksa pa grund av hdgre globala ravaru-
priser vilket leder till fallande realléner,
ett forsvagat stamningsldge och en
svagare uppgang i privat konsumtion.
Den storsta inhemska risken ar arbets-
marknaden, dar bristen pa kvalificerad
arbetskraft i vissa sektorer blir ett allt
storre problem samtidigt som langtids-
arbetslosheten forblir hdg. Dessutom
kan utflyttningen aventyra konkurrens-
kraften framdver. Estland har den lag-
sta offentliga skuldkvoten i Europa, men
bidragen till Ianen via stédfonden EFSF
innebér en 6kning av bruttoskuldkvoten
fran 6% till 10% av BNP under 2013.
Trots det ar de offentliga finanserna
solida och budgetunderskotten under
prognosperioden ar endast tillfalliga.

Lettlands BNP 6kade med 5,5% under
2011, det forsta helaret med tillvéxt efter
recessionen. Aterhamtningen drevs
av exporten och EU-medel, som gav
skjuts at investeringarna. Ett okat for-
troende bland hushallen ledde ocksa till
hdgre konsumtion. Vi forutser att BNP-
tillvaxten minskar till 2,5% under 2012
i takt med att omvarldskonjunkturen
dampas (upp fran januariprognosens
2% till foljd av en starkare inhemsk
efterfrdgan). Den externa konkurren-
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skraften har forbattrats, vilket starker
marknadsandelsutvecklingen och ex-
porten pa en generellt svag export-
marknad. Dessutom &r Lettlands ex-
portpartner alltjamt starka jamfért med
krislanderna. Under 2013, d& de globala
utsikterna ljusnar nagot och lagren ger
ett positivt bidrag till tillvaxten, far vi se
en 6kning av BNP- tillvaxten till 3,5%.
Arbetslésheten vantas i sin tur sjunka
till under 12% nasta ar. | takt med att
budgetunderskottet krymper i enlighet
med EU:s regler 6ppnas madjligheter
for ett EMU-intréade &ven om inflationen
pa 2,5% nasta &r &r en utmaning, inte
minst med tanke pa den osékra infla-
tionsutvecklingen i andra EU-lander.
Dessutom ar det oklart i vilken utstréac-
kning eurolanderna faktiskt kommer att
vilja anta nya medlemmar i det rddande
laget.

Litauens BNP-tillvaxt har mattats av
aven om den alltjamt var positiv i
kvartalstakt i slutet av forra aret. Det-
ta ledde till en lagre &n vantat men
anda hog tillvaxt pad 5,9% for 2011.
Orsaken till det svagare resultatet var
lagercykeln, medan exporten och den
inhemska efterfragan klarade sig hyg-
gligt. BNP-tillvaxten forutses minska till
3,3% i ar for att sedan uppga till 4,3%
nasta ar nar export- och investering-
sefterfrdgan Okar. Under 2013 vantas
arbetslésheten minska till i genomsnitt
11% medan inflationsutsikterna faller
till 2,5%. De offentliga finanserna ar
mindre anstrangda men risker kvar-
star eftersom politikernas motioner kan
leda till en mer expansiv finanspolitik
infor arets val. Utsikterna for ett EMU-
medlemskap ar darfor forsiktigt positiva
sett till de inhemska riskerna, men dar
sarskilt inflationen innebar en utman-
ing. Det ar fortsatt osékert hur besluts-
fattarna i euroomradet tanker agera i
frdgan om nya medlemmar.

Utsikterna for Sverige och de balt-
iska landerna har forbattrats mar-
ginellt for nasta ar men risken for en
svagare utgang ar stor. Darfor galler
det att fortsatta att hantera risker och
genomfora reformer for att starka
konkurrenskraften i de fyra landerna
och pa sa satt cka motstandskraften
om det varsta scenariot skulle sl& in.

Cecilia Hermansson
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Glanslos global tillvaxt

Sedan var januariprognos har den
ekonomiska utvecklingen varit svagt
positiv, om an alltmer varierande i takt
med att effekterna av centralbankernas
likviditetsinjektioner avtar. Aterhamtnin-
gen i USA har forvisso starkts men &r
fortfarande forsiktig. Samtidigt blir re-
cessionen i de krisande eurolanderna
allt tydligare medan ké&rnlanderna har
stagnerat. For tillfallet ar troligen det var-
sta 6ver nar det géller krishanteringen
och regionen har atergatt till att hanka
sig fram. Den ekonomiska tillvaxten pa
tillvaxtmarknaderna, sarskilt i Kina och
Indien, har avtagit. Hogre energikost-
nader for oljeimporterande l&ander gor
ocksa att den globala ekonomin kom-
mer att véxa i mattlig takt, strax 6ver 3%
i ar innan den 2013 atergar till fjolarets
tillvaxt pd narmare 3,5% — vilket ar en
modest upprevidering fran januari.

Varldsekonomin préaglas av en fortsatt
aterhamtning men med vissa blan-
dade signaler. Priserna pa ravaror och
aktier har stigit och inkdpschefsindex
och konfidensindikatorerna har starkts
nagot. BNP-tillvaxten under det sista
kvartalet 2011 visar att aterhamtningen
har stéarkts i USA men att den tagit en
paus i euroomradet, Storbritannien och

Japan samt tappat fart i flera av tillvax-
tekonomierna.

| euroomradet har den europeiska cen-
tralbanken (ECB) injicerat ny likviditet.
| februari lanade ECB ut 530 miljarder
euro, vilket kan adderas till tilldelningen
i december som uppgick till 489 miljard-
er euro. Visserligen avtar pafrestnin-
garna pa finansmarknaderna, men de
ar fortfarande betydande da bankerna
krymper sina balansrékningar samti-
digt som kreditatstramningen forsvagar
tillvaxten i regionen. Beslutet att bevilja
Grekland ett andra stddpaket i utbyte
mot att landet genomfér reformer, samt
kravet att privata langivare ska skriva
ned sina fordringar, har gett Grekland
mer tid. Men infér det grekiska valet i
maj 6kar nu spanningarna i landet och
leder till férvantningar pa att man antin-
gen kommer att be om ytterligare stod
eller, mindre troligt, att man beslutar att
Overge euron. | syfte att stérka krishan-
teringen kan de tva raddningsfonderna
EFSF och ESM nu I6pa parallellt med
Okad finansiering, och darutéver kom-
mer finansiering fran IMF starka brand-
vaggarna. P& senare tid har dock fokus
forflyttats till Italien och sérskilt till Span-
ien, dar riskpremierna pa statsobliga-

Global real BNP-prognos, 2011 - 2013 (arlig tillvaxt i procent)¥

Utfall April 2012 Januari 2012

2011 2012 2013 2011 2012 2013

USA 1,7 2,1 2,3 1,8 2,0 2,2
EMU 1,4 -0,5 0,4 1,6 -0,3 0,2
Tyskland 3,1 0,5 1,3 3,0 0,4 0,9

Frankrike 1,7 0,3 0,6 1,6 0,2 0,5

Italien 0,4 -1,8 -0,3 0,5 -1,3 -0,8

Spanien 0,7 -2,0 -0,8 0,6 -1,0 -0,5

Finland 2,9 0,8 1,7 2,9 0,4 15
Storbritannien 0,7 0,5 1,0 0,9 0,5 0,5
Danmark 1,0 0,5 1,0 1,0 0,7 1,3
Norge 1,7 2,0 2,5 1,7 2,0 2,3
Japan -0,7 15 1,2 -0,5, 1,7 0,9
Kina 9,2 8,1 8,0 9,3 8,2 7,8
Indien 7,2 6,7 7,3 7,3 6,7 7,0
Brasilien 2,7 3,1 3,5 3,0 2,7 2,2
Ryssland 4,3 4,1 3,9 4,2 3,9 3,7
Global BNP (PPP) 3,5 3,1 3,4 3,6 3,1 3,1
Global BNP (US dollar) 2,5 2,2 2,6 2,7 2,3 2,3

Kallor: Nationell statistik och Swedbank.

1/ Lander som representerar ca. 70 % av varldsekonomin Véarldsbankens vikter fran 2010

anvands.

tioner aterigen stiger trots ECB:s insat-
ser. Det finns tvivel om att den spanska
regeringens insatser kommer att racka
for att minska budgetunderskottet till
6verenskomna 5,3% av BNP i ar och
3% néasta ar.

Trots detta har stimningen bland in-
vesterare, foretag och hushall forbat-
trats till folid bade av den okade lik-
viditeten i euroomradet och av den
nagot starkare aterhamtningen i USA.
I USA signalerar inkdpscheferna om
en okad tillverkningsaktivitet, och ak-
tiemarknaden fortsatter att repa sig
aven om volatiliteten och brackligheten
kvarstar. Nya besvikelser har uppkom-
mit sdsom att sysselsattningstillvaxten
aterigen avtar och att oljepriset pa gr-
und av utbudsoro i sparen av geopoli-
tiska spanningar atervant till de hoga
nivaer vi senast sag i samband med
katastrofen i Japan for ett &ar sedan.

Bakgrunden till att den globala ekono-
miska aterhamtningen tappat fart under
de senaste tva kvartalen ar forutom
eurokrisen den avtagande tillvaxten pa
tillvaxtmarknaderna. Sedan beslutsfat-
tarna minskat problemen med 6verhet-
tning genom att dra tillbaka stimulanser
har den inhemska aktiviteten forsam-
rats samtidigt som den globala efterfra-
gan vuxit langsammare. Sarskilt i Kina
har fastighetsmarknaden och bilforsalj-
ningen kylts av och spatt pa forvantnin-
garna om en hardlandning. Tillvaxten i
tillverkningsindustrin har dampats, och
orderingangen hos exportforetagen ar
betydligt svagare an for ett ar sedan. In-
flationen har sjunkit men eftersom den
fortfarande utgor ett orosmoln &r utrym-
met for att genomfdra nya stimulanser
nagot begransat.

Forvantningar pa mattlig tillvaxt
i vart huvudscenario

Vart huvudscenario, som vi ger en san-
nolikhet p& 60 %, innebar att den glo-
bala produktionstillvéxten i basta fall
blir hygglig men glanslés. Tillvaxten i
varldsekonomin &r fér narvarande strax
under 3% i kdpkraftsjusterade termer,
men forutses dka mot slutet av aret och
uppga till i genomsnitt 3,1% i ar och
3,4% 2013. Foér en fordjupning om des-
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sa utsikter, ser Swedbanks konjunktur-
rapport Global Economic Outlook som
publiceras den 24 april.

Jamfort med var januariprognos har
tillvaxten i USA endast reviderats upp
marginellt eftersom det starkare mo-
mentum som utvecklats delvis kommer
att motverkas av hogre energipriser.
Tillvaxten i euroomrddet har revider-
ats ned for 2012, men under 2013 ser
vi mojligheter till en starkare aktivitet i
karnlander som Tyskland i takt med
att export- och investeringsefterfragan
starks andra halvaret i ar. Tekniskt sett
vantas Tyskland vara i recession, men
den underliggande styrkan i ekonomin
ar alltiamt god. Recessionen i sddra
Europa fordjupas daremot i ar, och vi
kan fortfarande inte se att tillvaxten
aterkommer forran efter prognospe-
rioden. Investeringarna i Japan okar
efter tsunamikatastrofen, men vara
tillvaxtforvantningar halls tillbaka av den
starka yenen, de hdga energikostnader
och den svagare efterfragan fran Kina.

Var prognos for tillvaxtmarknaderna &r
sa gott som oférandrad och vi star fast
vid Var syn i januari att tillvaxten kom-
mer att mattas av under 2012 for att
sedan aterhamta sig nagot under 2013.
Tillvéxten i oljeproducerande l&nder
som Ryssland och Brasilien tycks
starkare an i var januariprognos medan
Indien och Kina kommer att férséka un-
dvika allt for stora negativa effekter pa
tillvaxten genom att féra en mer expan-
siv ekonomisk politik. En svalare kine-
sisk fastighetsmarknad dampar tillvéx-
ten men en hardlandning kan undvikas.

| vastvarlden bromsas tillvaxten av fin-
anspolitiska atstramningar och hushal-
len har fullt upp med att betala av sina
skulder. Detta innebar ett 6kat sparande

Rante- och valutaantagande

Styrréntor
Federal Reserve, USA
European Central Bank
Bank of England
Bank of Japan

Valutor
EUR/USD
EUR/GBP
RMB/USD
USD/JPY

PMI (globalt), S& P 500 (index) och oljepris (Brent), jan 2007 - apr 2012
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och en forsiktig konsumtion. Penning-
politiken forblir visserligen expansiv,
men det racker inte for att motverka de
negativa effekterna av en restriktiv fin-
anspolitik. Styrrantorna ligger kvar nara
noll i de flesta mogna ekonomier och vi
vantar oss fler centralbanksinsatser for
att tillfora likviditet i olika former. Detta
galler framfor allt i Storbritannien och
Japan, och i mindre utstrackning i USA
och sarskilt i euroomradet dar kritiken
hardnar och kraven pa exitstrategier
vaxer, bland annat fran Bundesbank.

Dollarn fortsatter att starkas da ater-
hamtningen i USA vantas bli starkare
an i euroomradet, och dven an i Japan,
som kommer att bli lattat dver att se
yenen férsvagas. Renminbins appre-
ciering mot dollarn fortsatter med nar-
mare 4 procent per ar. Spanningarna
kring vaxelkurserna vaxer, inte minst pa
grund av att Brasilien och andra tillvax-
tlander forsoker forhindra att deras in-
dustrier forlorar konkurrenskraft.

For oljeimporterande lander, som svar-
ar for omkring 80% av véarldens produk-
tion, dampar det héga oljepriset tillvax-
ten medan det Okar inflationen. Den
globala inflationen kommer dock inte

Utfall Prognos
20 Apr 30 Jun 31 Dec 30 Jun 31 Dec

2012 2012 2012 2013 2013
0,25 025 025 025 0,25
1,00 1,00 100 100 1,00
0,50 050 050 0,75 1,00
0,10 0,10 0,10 0,10 0,10
1,32 128 126 123 1,20
0,82 081 081 081 080
6,30 6,18 6,05 594 582

82 85 87 90 95

vara nagot storre problem nar det géller
konsument- och ravarupriser under
prognosperioden. Kapacitetsutnyttjan-
det ar fortfarande lagt, och produktions-
gapet (vid antagandet om en potentiell
global tillvaxt pa ungefar 4 %) kommer
trots att det krymper att slutas forst om
nagra ar. Vidare kommer arbetskraft-
skostnaderna att stagnera eller stiga
svagt d& arbetstagarnas forhandlingsu-
trymme forblir litet.

Den globala tillvaxten ar ocksa alltfor
svag for att ge kraft at ett nytt uppsv-
ing pa ravarumarknaderna. Anda kom-
mer ravarupriserna att forbli hoga en tid
framdver tills oljepriset faller i takt med
att forvantningarna pa ett krig mellan
Iran och Israel avtar. Priset pa flertalet
andra ravaror forblir ocksd hogt med
stod av den globala aterhamtningen,
hog likviditet och laga rantor. Vara an-
taganden om oljepriset har reviderats
upp till 119 dollar per fat for 2012 och
till 113 dollar per fat for 2013 (upp fran
102 och 96 dollar fatet i januari). Met-
all- och livsmedelspriserna, som redan
ar hoga, fortsatter i sin tur sakta uppat
under 2012 och 2013.

Den grundlaggande drivkraften for ra-
varupriserna ar tillvéxtmarknaderna,
dar viljan att uppnd samma levnads-
standard som i rikare lander och 6ka
produktiviteten gynnar efterfragan pa
ravaror. Dessa upplever visserligen
en avmattning p& grund av problemen
i den utvecklade varlden, men har inte
samma behov av skuldavveckling och
finanspolitiska atstramningar. Hoga ra-
varupriser har hittills hanterats genom
en mer restriktiv ekonomisk politik och
flertalet 6verhettningsproblem kommer
darmed ha 6vervunnits under progno-
sperioden.
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Ranteskillnander mottysk 10-arig statsobligation, jan 2008 - apr 2012
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| var januariprognos begransade vi var
diskussion om scenarier till euroomra-
det. D& innebar huvudscenariot sma
men viktiga steg for att dampa krisen.
Nastan lika stor sannolikhet gav vi ett
svagare scenario — som liknar den
kraftgdng vi sdg under 2011 — och ett
krisscenario enligt vilket en kollaps av
euroomradet hade en liten men inte for-
sumbar sannolikhet. | april inkluderar
vi vart huvudscenario for euroomradet
i det dvergripande globala huvudsce-
nariot och ser en fortsattning pa den sa
kallade "hanka-sig-fram-politiken”. Det
finanspolitiska samarbetet starks och
raddningsfonderna gors stérre, om an
mdjligen inte tillrackligt stora. Politiken
gar alltjamt ut pa att balansera krissto-
det med atgarder for att undvika risken
foér oansvarigt beteende (moral haz-
ard) och darmed tvinga krislanderna
att paskynda sina reformer. Aven om
stamningen pa finansmarknaderna for-
battrades efter ECB:s fastrantelan finns
det problem med kreditatstramning. P&
grund av detta och den finanspolitiska
atstramningen befinner sig regionen i
recession.

| vart huvudscenario kommer recessio-
nen i euroomradet att avta under andra
halvéret framst till foljd av en starkare
tillvaxt i karnlanderna. En svagare euro,
huvudsakligen i forhallande till dollarn,
innebdr en viss lattnad. Arbetsldsheten
forblir hég i krislanderna under och
l&ngt efter prognosperioden, vilket kan
fa allvarliga sociala, ekonomiska och
politiska konsekvenser.

Asymmetriska risker — ett sdmre
scenario ar mer sannolikt an ett
battre

Det finns manga negativa risker i var

prognos. Risksynen &ar asymmetrisk
eftersom sannolikheten for ett samre
scenario, som vi bedoémer har 30%
sannolikhet, &r hdgre an sannolikheten
for ett battre scenario som vi bara ger
10 %.

De faktorer som paverkar det béattre
scenariot — mot en potentiell tillvaxt

pa omkring 4% — &r ovantat stora
stimulanser pa tillvaxtmarknaderna
som gynnar tillvéxten, samt ett lagre
oljepris eller att den nuvarande nivan
far en mindre negativ effekt. Ytterligare
en faktor ar ett starkt fortroende till foljd
av krishanteringen i mogna ekonomier,
framst i USA och euroomradet, vilket
skulle innebéra 6kad konsumtion och
investeringar.

Ett sémre scenario — med en global
tillvaxt pa 2% eller mindre — skulle
kunna sl& in om oljepriset fortsatter att
stiga pad grund av geopolitiska span-
ningar samtidigt som utbudet minskar.
| euroomradet finns en risk att den poli-
tiska och sociala oron 6kar pa grund
av en allt storre osakerhet infor varens
val i Grekland och Frankrike, samt infér

valet i Italien och Tyskland nasta ar. Det
kan ockséd komma bakslag i krishanter-
ingen i euroomrédet vilket skulle kunna
fa ett eller flera lander att lamna valu-
taunionen. Den storsta risken i USA ar,
férutom att energipriserna ska grava
stora hal i konsumenternas planbock-
er, att dodlaget i kongressen fortsatter
efter hostens presidentval. Om skat-
telattnaderna tas bort kan finanspolitik-
en blir mer restriktiv vilket skulle dampa
tillvaxten. Svarigheterna att besluta om
skuldtak, skatte- och utgiftspolitik och
sjukvardsreformer kan tillta och leda till
att den amerikanska aterhamtningen
kommer av sig vilket 6kar spanningarna
pa de globala finansmarknaderna. En
annan negativ risk ar en hardlandning
i Kina dar fallande fastighetspriser kan
dampa den lokala och regionala aktiv-
iteten samt forsvaga finanssektorn.

Pa langre sikt, det vill saga efter progno-
sperioden, aterstar manga utmaningar
for varldsekonomin. Mer detaljer kring
detta beskrivs i Swedbanks konjunktur-
rapport Global Economic Outlook. |den
diskuterar vi ett antal langsiktiga fragor
utifrdn bland annat skuldkrisens effek-
ter, penningpolitiken och euroomradets
institutioner. En mattlig aterhamtning
pa kort sikt ar en sak. Vaxande utman-
ingar for varldsekonomin pa medellang
och l&ng sikt ar en helt annan.

Cecilia Hermansson

Den japanskayenen, den kinesiskayuanen, euron and den brasilianska
realen mot den amerikanskadollarn, jan 2007 - apr 2012 (Aug 2008=100)
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Sverige: Aterhamtning efter forra arets tvarstopp

Tillvéxten drogs ned av ett kraftigt fall i
exporten under det sista kvartalet 2011.
Efter en ovantat stark utveckling under
de tre forsta kvartalen 2011 krympte
BNP med mer &n 1 % i sédsongsjus-
terade termer, vilket sénkte tillvéxten for
helaret till 4,0 % jamfort med var prog-
nos pa 4,5 %. Till de positiva tecknen
horde en dverraskande stark privatkon-
sumtion som okade med 2,1 % i arstakt
och stod darmed emot den tilltagande
oron p& de globala marknaderna.

Statistikflodet i &r ger en blandad bild.
Exporttillvaxten har repat sig nagot,
arbetsmarknadsutvecklingen &r inte sa
dalig som vantat och stamningslaget
har stérkts. Industriproduktionen sjonk
dock kraftigt i februari — aven om sta-
tistiken for en enskild manad ska tolkas
med forsiktighet — och inkdpschefs-
indexet (PMI) tyder inte pa nagon
snabb aterhamtning vare sig inom
tillverkning eller tjanster. Dessutom har
osdkerheten om den internationella
utvecklingen okat med nagot svagare
statistik frdn bade Europa och USA i
slutet av det forsta kvartalet. P& ars-
basis sanker vi var tillvaxtprognos for
svensk ekonomi for 2012 fran 0,6 % till
0,5 %, men bakom dessa siffror déljer
sig en starkare aterhamtning under
den andra halvan av aret. Vi vantar oss
darmed att den nedatgaende tillvaxt-
trenden som vi sett sedan mitten av

Makroekonomiska indikatorer, 2010 - 2013 V

Real BNP (kalenderkorrigerad)
Industriproduktion

KPI, arsgenomsnitt

KPI, dec-dec

KPIF, arsgenomsnitt?

KPIF, dec-dec #

Arbetskraften

Arbetsléshet,% av arbetskraften
Antalet sysselsatta

Nominella timléner, totalt
Nominella timléner, industri

Sparkvot, niva
Real disponibelinkomst ¥
Bytesbalans,% av BNP

Finansiellt sparande i offentlig sektor,% av BNP

2011 kommer att vanda. Under 2013
fortsatter aterhamtningen, om an i lang-
sammare kvartalstakt, och den arliga
tillvaxten uppgar till 2,2 %. Pa grund av
den svaga externa miljén ar tillvaxten
fortfarande under trend och den fram-
sta tillvaxtmotorn kommer att vara den
inhemska efterfragan, i synnerhet den
privata konsumtionen.

De betydande revideringarna i sam-
band med publiceringen av BNP-statis-
tiken for 2011 har andrat riktningen och
dynamiken i den svenska ekonomin
efter finanskrisen 2008-2009. BNP-
tillvéaxten for 2010 reviderades upp
medan expansionstakten for de
tre forsta kvartalen 2011 sanktes.
Aterhamtningen var darmed snab-
bare under 2010, varefter den ekono-
miska utvecklingen varit mer mattlig.
Dessutom var antalet arbetade timmar
betydligt hogre an vad som tidigare
rapporterats. Det innebar att produk-
tiviteten i den svenska ekonomin har
utvecklats ldngsammare an vad man
antagit, och i kombination med sti-
gande enhetsarbetskostnader har
konkurrenskraften blivit mindre férdel-
aktig.

De framsta riskerna for prognosen,
och foér den svenska ekonomin, &r som
tidigare i forsta hand externa. Enligt
var bedomning har dock de negativa
riskerna minskat medan mdjligheterna

2010 2011 2012f 2013f

5,8 4,0 0,5 2,2
19,8 6,7 -3,5 2,0
1,2 3,0 15 19
2,3 2,3 13 2,0
2,0 1.4 13 1,6
2,3 0,5 1,7 1,6

11 1,2 0,2 0,3
8,4 7,5 7,8 7,9
1,0 2,1 -0,1 0,2
2,5 2,7 3,2 31
2,8 2,4 31 3,0

8,5 9,7 103 101
1,2 3,3 2,2 1,8
6,8 7,2 6,9 7,1
-0,1 0,2 -0,3 0,2

Offentliga sektorns skuld (Maastricht),% av BNP 394 365 358 335

Kallor: SCB och Swedbank

1/ Arlig procentuell férandring om inte annat anges

2/ Konsumentprisindex med fasta rantor
3/ Baserat pa konjunkturlénestatistiken

till en mer positiv utveckling har okat
négot. Atgarderna fér att l6sa den gre-
kiska krisen har tillsammans med den
Europeiska centralbankens (ECB:s)
Okade utldning till banker stabiliserat
de europeiska ekonomierna. En nega-
tiv skulddynamik i Spanien och Italien
skulle daremot kunna dra ned tillvéxten
i Europa. Aven tillvaxtekonomierna och
USA riskerar att dampas i synnerhet av
de stigande energipriserna. Vi anser
att de negativa riskerna har minskat pa
hemmaplan, dar lagre bostadsrantor
ger stod &t fastighetsmarknaden och
arbetslosheten okar i langsammare takt
jamfort med var januariprognos.

Exporten repar sig efter kraftigt
fall

Den svenska exportvolymen minskade
betydligt mer &an véantat under det
fijarde kvartalet i fjol efter ett ordentligt
uppsving under de tre foregaende
kvartalen. Nedgangen berodde pa en
svagare global efterfrdga och okad
osékerhet kring den statsfinansiella
krisen i euroomradet och dess inver-
kan pa den globala ekonomin. Sven-
ska exportdrer av investerings- och
insatsvaror paverkades av uppskjutna
investeringsplaner i Europa, som ar
den svenska industrins stérsta export-
marknad. Pa arsbasis kade dock den
totala exportvolymen med 6,8 % under
2011 till foljd av den starka tillvaxten
under de tre forsta kvartalen. Exporten
av varor steg med 8,5 % medan
exporten av tjanster 6kade 2,9 %.

Varldsmarknadstillvaxten for svenska
exportféretag kommer att vara lagre
an den langsiktiga trenden under prog-
nosperioden, framst pa grund av en
lAngsam tillvaxttakt i OECD-landerna.
Sedan 2000 har den arliga vérlds-
marknadstillvaxten fér svenska foretag
Okat med 6-6,5 %. Under 2012 férut-
ser vi en tillvaxt pa ca. 3,5-4 %, vilket
ar oforandrat fran var januariprog-
nos. Euro-omrédet kommer att vaxa
lAngsammast medan tillvaxten forblir
relativt hog pa tillvaxtmarknaderna.
Nasta ar forutser vi en nagot starkare
marknadstillvéxt &ven om den allt-
jamt blir svagare an den langsiktiga
trenden. Ett 1agt kapacitetsutnyttjande i
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naringslivet och budgetkonsolideringar
i flera OECD-lander innebér att den glo-
bala investeringsaktiviteten blir mattlig
de kommande aren.

P& kort sikt finns det dock tecken pa
en ljusning inom svensk exportindustri
efter den kraftiga nedgangen i slutet av
2011. Ordering&ngen &r pa vag upp, om
an fran laga nivaer, och exportvardet for
de tva forsta manaderna visar enbart
en mindre nedgang fran fjolarets sista
manader, Swedbanks inkdpschefs-
index (PMI) for tillverkningssektorn steg
ocksa marginellt under det forsta kvar-
talet 2012. Aven om vi férvantar oss en
forsiktig aterhamtning for den svens-
ka exporten under den andra halvan
av 2012 kommer den genomsnittliga
exportvolymen att vara 1,3 % lagre an
under 2011.

Sveriges exportmdjligheter begrén-
sas i synnerhet av den svaga investe-
ringsaktiviteten i OECD-landerna. De
globala utsikterna for t.ex. tunga last-
bilar forsdmras troligen under 2012.
Detta géller framfor allt pA de mogna
marknaderna men efterfragan blir san-
nolikt mindre expansiv aven pa tillvéaxt-
marknaderna. Den svenska export-
utvecklingen halls ocksa tillbaka av en
lagre exportefterfragan fran i synnerhet
Tyskland, mottagare av narmare 10 %
av Sveriges export. | takt med att den
globala efterfragan okar raknar vi med
en exportvolymtillvaxt pa 25-3 %
under 2013. Efter tvd ar av vaxande
marknadsandelar kommer  svensk
industri sannolikt att tappa marknads-
andelar 2012-2013 pa grund av en
mindre fordelaktig efterfrigesamman-

Swedbank’s BNP prognos — Sverige

Procent volymférandring 2010
Hushallens konsumtionsutgifter 3,7
Offentliga konsumtionsutgifter 1,9
Fasta bruttoinvesteringar 7,7

néringsliv exkl. bostader 57

offentliga myndigheter 6,2

bostéder 17,2
Lagerinvesteringar # 2,1
Export av varor och tjanster 11,7
Import av varor och tjanster 12,7
BNP 6,1
BNP, kalenderkorrigerad 5,8
Inhemsk slutlig anvandning # 3,7
Nettoexport % 0,3

Kallor: SCB och Swedbank

Svensk export och orderingang, jan 2005 - feb 2012 (&rlig forandring i %)
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sattning och en svagare konkurrens-
kraft. Enhetsarbetskostnaderna pres-
sas uppat av en lagre produktivitets-
tillvaxt och hogre I6nedkningar an vi
forvantade i var januariprognos.

Investeringarna laggs pais

De fasta bruttoinvesteringarna tkade
med 5,8 % i volymtermer under 2011
vilket var i linje med vara férvantnin-
gar. Aven om investeringarna har tkat
sedan 2010, med en total investerings-
tillvaxt pa 16 %, ar den sammanlagda
investeringsvolymen annu inte tillbaka
till de nivder som radde fore krisen
2008. Dessutom skiljer sig investe-
ringstrenderna mellan olika sektorer.
Den stdrsta forandringen har skett
pa fastighetsomradet. Efter tva ar av
stark tillvéxt minskade bostadsinves-
teringarna med 7,3 % i s&songs-
justerade termer mellan det tredje och
det fjarde kvartalet i fjol. Trots den bety-
dande nedgangen blev investeringarna
i bostader 12,8 % hogre under 2011
an under 2010. Investeringsaktiviteten
i den privata sektorn (utom bostader)

20117 2012f  2013f
21 (14 13 (02 25 (21)
1,8 (17) 06 (07 09 (09)
58 (58) 01 (15 26 (25)
50 (29) 26 (27) 40 (43)
1,6 (66) -18 (-08) 04 (0.4)
12,8 (154) 6,2 (-05) -0,2 (-1,5)
07 (06) -04 (-05) -01 (02
68 (84) -13 (-11) 26 (17
61 (59 -11 (17 20 (22
39 (45 02 (03) 22 (18)
40 (45 05 (06) 22 (18)
26 (22) 08 (05 19 (L7)
07 (16 -02 (02 04 (01)

1/ Siffrorna fr&n var senaste prognos i januari 2012 finns inom parantes.

2/ Bidrag till BNP-tillvaxten.

fortsatte att 6ka aven om produk-

tionstillvaxten avtog och affarsutsik-
terna blev allt mer osékra. Den star-
kaste investeringsutvecklingen not-
erades i tjanstesektorn medan trans-
portmedelsindustrin och energisektorn
visade den storsta avmattningen.

En mattlig global efterfrigan och ett
lagre kapacitetsutnyttjande haller till-
baka de privata investeringarna under
2012. Inom svensk industri minskade
kapacitetsutnyttjandet till 82,8 % under
det forsta kvartalet 2012 fran 86 %
under samma period forra aret. | Sta-
tistiska centralbyrans (SCB:s) investe-
ringsdversikt i februari 2012 rapporte-
ras det att industrin planerar att tka
sin investeringsvolym med 5 %, vilket
verkar optimistiskt med tanke pa de
mattliga exportutsikterna och det laga
kapacitetsutnyttjandet. | tjanstesek-
torn, som svarar for drygt en tredjedel
av de totala investeringarna, forutser vi
en fortsatt 6kning av investeringarna, i
synnerhet for hushallsrelaterade bran-
scher. De offentliga investeringarna,
som bdrjade minska i slutet av 2011,
vantas fortsatta att krympa under 2012
framst till foljd av farre infrastruktur-
investeringar. Det ar forsta gangen
sedan 2003 som investeringarna i den
offentliga sektorn férvantas minska.

Den framsta nedrevideringen fran
januariprognosen gaéller bygginves-
teringarna. Den kraftiga nedgangen
i antalet paborjade bostader i slutet
av forra aret kommer att ha negativ
inverkan pa investeringstillvaxten i ar.
Aven om husrenoveringar stimuleras
av fortsatta skattereduktioner kommer
okningstakten att minska om &n fran
en hog nivd. Sedan december 2008
nar dessa skattereduktioner inférdes
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har investeringarna i ombyggnation
Okat med 50 %. Totalt sett férutser vi att
bostadsinvesteringarna sjunker med

6 % under 2012, vilket innebéar att bos-
tadsinvesteringarna minskar som andel
av de totala investeringarna. Dock
finns det fortfarande ett behov av mer
bostadsinvesteringar. Den vaxande
befolkningen, framfor allt i staderna,
och bostadsbristen i 60 % av Sver-
iges kommuner betyder att det finns en
stor underliggande efterfragan p& nya
bostader. Sett till bostadsinvesteringar
per invanare ligger Sverige lagst bland
de nordiska landerna.

Vi férutser, sammantaget, att investe-
ringstillvaxten under 2012 kommer att
vara svagare an vi bedomde i var
januariprognos och de fasta bruttoin-
vesteringarna vantas 6ka med enbart
0,1 % i ar. Den totala investe-ringsvoly-
men forvantas stiga med 2,6 % under
2013 till foljd av en starkare inves-
teringsaktivitet i den privata sektorn
och en aterhamtning pa fastighets-
marknaden.

Arbetslosheten pa vag upp
och konkurrenskraften blir en
utmaning

Aven om arbetsmarknaden tappar fart
haller den emot nagot battre an vad
vi vantade oss tidigare i ar. Arbets-
lI6sheten var 7,5 % i februari i sdsongs-
justerade termer, vilket i princip ar
samma niva som i januari och decem-
ber. Under de tva forsta manaderna
2012 var i genomsnitt 390 000 personer
registrerade Oppet arbetsldsa jamfort
med 400 000 under samma period
2011. Men arbetsmarknadsdeltagan-
det minskar. Detta &r ett resultat av
reformerna av sjukforsakringen. Manga
som tidigare var registrerade som

Investeringariolikabranscher, 2005 K1 - 2011 K4 (arlig forandring i %)

30 ¢

20 -

R NN/ |V
I

m Totalt

Byggsekton

e Naringslivet

10 - (exkl. bygg)
Offentliga
-20 1 sektorn
_30 o
2005 2005 2006 2007 2008 2008 2009 2010 2011 2011
K1 K4 K3 K2 K1 K4 K3 K2 K1 K4 Killa: SCB

arbetslosa lamnar nu arbetskraften och
atervander till sjukforsakringen, vilket
reducerar arbetslosheten.

Kortsiktiga indikatorer visar att arbets-
I6sheten kommer att stiga under det
narmaste halvaret. Antalet varsel mer
an fordubblades i bérjan av 2012 jam-
fort med 2011 samtidigt som antalet
registrerade jobbsokande péa arbets-
formedlingen 6kade. Positivt &r dock att
antalet lediga jobb ocksa okar. Statis-
tiken dver arbetade timmar ser battre
ut &n vantat. Det tyder pa att arbets-
givarna inte ser nagot akut behov av att
dra ned pa arbetskraften.

Mot bakgrund av att forsamringen pa
den svenska arbetsmarknaden blivit
mindre &n forvantat samtidigt som vi
forutser att det finns béttre férutsattnin-
gar for att konjunkturen nu véander upp
reviderar vi ned var arbetsloshetsprog-
nos for 2012 och 2013. Vi star dock fast
vid att arbetslosheten fortsatter att 6ka
en bra bit in i nasta ar. Den genom-snit-
tliga arbetslésheten forutses bli 7,8 %
under 2012 vilket &r i linje med var jan-
uariprognos for att sedan stiga till 7,9
% under 2013, jamfort med 8,0 % i ja-

Sysselséattningsgraden: Skillnanden mellan inrikes och utrikes fodda,
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nuariprognosen. Vi bedémer att arbets-
lI6sheten inte kommer att Gverstiga 8
% i sasongsjusterade termer. Nasta ar
stiger efterfragan pa arbetskraft vilket
leder till ett 6kat arbetskraftdeltagande
men ocksa till att nedgangen i arbets-
I6sheten blir lAngsammare. Med en
tillvéxtprognos under den potentiella
tillvaxten, forvantar vi inte en storre
nedgang av arbetslosheten under prog-
nosperioden.

Utfallet fran loneférhandlingarna som
inleddes forra aret vantas 6ka kostnads-
trycket for foretagen, vilket kan dampa
den svenska konkurrenskraften. Pa
grund av omfattande revideringar i
statistiken over antalet arbetade tim-
mar har produktiviteten i den svenska
ekonomin blivit betydligt lagre under
2010 och 2011 &n vad man tidigare
trott. Det betyder ocksd att enhetsar-
betskostnaderna 6kar snabbare. Darfor
bedoémer vi att foretagen kommer att fa
det tuffare pa exportmarknaderna och
att produktivitetstillvéxten fortsatter att
slapa efter I6nekostnadsutvecklingen
de narmaste tva aren.

Tillvaxtaterhamtningen under den

andra halvan av 2012 férvantas ge
skjuts at sysselsattningen. Vi forutser
dock att jobbtillvéxten blir ojamnt forde-
lad mellan olika grupper pa arbets-
marknaden. En lang period av relativt
hdg arbetsldoshet har okat den struk-
turella arbetslosheten, dvs. langtidsar-
betslésa med lite arbetslivserfarenhet
de senaste aren kommer att fa det svart
att komma tillbaka till arbetsmarknaden.
Sarskilt tufft blir det fér ungdomar och
for arbetssokande fodda utomlands.
| fijol minskade sysselsattningen inom
dessa grupper, och pa grund av bristfal-
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lig arbetslivserfarenhet och fa kontakter
pa arbetsmarknaden ar det nédvandigt
att intensifiera insatserna for att minska
arbetslésheten bland dessa grupper. |
aldersgruppen 25-54 ar har skillnaden
mellan de som ar fodda i Sverige och
de som &r fédda utomlands okat trots
att arbetsmarknaden forbattrats sedan
mitten av 2009. For personer i aldern
15-24 varierar sysselsattningen 6ver
aret. Svenskfodda ungdomar har lat-
tare att fa tillfalliga sasongsrelaterade
arbeten, vilket ocksa starker deras
stallning p& den framtida arbets-
marknaden.

Hushallen — den framsta tillvaxt-
motorn

Hushallskonsumtionen  repade  sig
snabbt under det fjarde kvartalet forra
aret efter det tredje kvartalets branta
nedgang. Sett dver helaret steg dock
konsumtionen med 2,1 % jamfort med
3,6 % under 2010. Trots en kraftig ok-
ning av de reala disponibelinkomsterna
Okade hushallen sitt sparande delvis
pa grund av den osékra omvarldskon-
junkturen. Sparkvoten steqg till 9,7 % av
disponibelinkomsten jamfoért med 8,5 %
2010. Dessutom dampades kreditex-
pansionen ytterligare i borjan av 2012
vilket holl tillbaka okningen i hushal-
lens skuldsattning. Det bor noteras att
sparandet har reviderats ned betydligt
sedan hushéllens icke vinstdrivande
organisationer har exkluderats fran sta-
tistiken. Detta paverkar dock inte for-
andringen i sparkvoten.

Den totala konsumtionen fortsatte
att utvecklas starkt under de férsta
manaderna 2012. Saval varaktiga
som icke-varaktiga konsumtionsvaror
Okade snabbare medan hushallsfor-
troendet steg fran laga nivaer. En viss

osakerhet kvarstar dock om styrkan i
den privata konsumtionen. Bland annat
minskade nyregistreringen av bilar med
nastan 4 % under det forsta kvartalet
2012 jamfort med samma kvartal 2011.
Sammantaget bedémer vi att den pri-
vata konsumtionen véaxer négot snab-
bare jamfoért med utvecklingen i slutet
av forra aret.

Hushallens ekonomiska situation har
gynnats av 6kade inkomster samtidigt
som stigande rantekostnader och hdg
skuldsattning visar pa sarbarheten
for forandringar i tillgngspriser och
sysselsattning. Den reala disponibel-
linkomsten steg med 3,3 % under 2011,
vilket var mer an en foérdubbling av
tillvaxtakten fran 2010. Samtidigt 6kade
konsumtionen med 2,1 % i reala ter-
mer, dvs sparkvoten steg. Att konsum-
tionen dkade i lagre takt an disponibe-
linkomsten forklaras inte bara av det
forsamrade fortroendet utan ocksa av
en minskning av hushallens tillgangar,
den s.k. formogenhetseffekten. Hushal-
len tenderar att 6ka sitt buffertsparande
da deras formogenhet sjunker. Totalt
sett krympte hushallens nettotillgangar
som andel av den disponibla inkomsten
2011. Inte minst gallde detta hushallens
aktieinnehav som sjonk i varde med
omkring 10 % medan vardet pa bos-
tadstillgédngar var sa gott som oféran-
drat. Detta skulle innebdra en minsk-
ning av den nominella konsumtionstil-
Ivaxten med ungefér 1 procentenhet,
enligt skattningar fran Statistiska cen-
tralbyran (2006). Effekten av en mots-
varande minskning i bostadspriserna
skulle ha varit omkring 3 procenten-
heter.

Sammantaget reviderar vi upp prog-
nosen for konsumtionstillvéxten till

Hushallens balansrakning, 2005 - 2011 (% av disponibelinkomsten)
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1,3 % for 2012 och till 2,5 % for 2013.
Den underliggande tillvaxttakten under
2012 forvantas bli betydligt hégre an i
var januariprognos. Skalen ar en nagot
battre arbetsmarknad med gradvis stig-
ande sysselsattning i kombination med
stabila tillgangspriser och négot ljusare
globala tillvaxtutsikter. De forbattrade
forutsattningarna for hushallen innebar
att sparkvoten inte stiger i samma
utstrackning som i var januariprognos
utan forvantats hamna pa omkring 10 %
av disponibel-inkomsten. Under 2013
starks arbetsmarknaden  ytterligare
samtidigt som hushallens férvantningar
stiger i takt med att situationen i Europa
forbattras. D& dessutom finanspolitiken
ger stod at hushallens ekonomi genom
skattesankningar, férvantar vi att kon-
sumtionstillvaxten 6kar och att sparkvo-
ten sjunker till 9,8 %.

Slut pa penningpolitiska
lattnader

Riksbanken  lamnade  reporantan
oférandrad pa 1,50 % den 17 april och
gav tydliga signaler om att det inte blir
nagra fler sankningar om inte ekonomin
férsdmras  vasentligt. Marknadens
forvantningar pa en rantesankning har
avtagit och Riksbankens reporanta
forvantas bli hogre an vad vi forutsag
i var januariprognos. Samtidigt pre-
senterar Riksbanken nagot samre
ekonomiska utsikter, vilket far oss att
tro att den nu lagger stoérre vikt vid
finansiell stabilitet och hushallens
skuldsattning.

Inflationstrycket har dampats men med
tanke pa det hogre oljepriset forut-
ser vi att inflationen kommer att stiga.
Enligt var aktuella prognos kommer
dock KPIF, dar bostadsrantorna hélls
oférandrade, att hamna klart under
Riksbankens inflationsmal pa 2 % i
slutet av prognosperioden. Vid utgan-
gen av 2013 forutses den totala infla-
tionen vara 2,0 % medan KPIF vantas
ligga pa 1,6 %. Det finns med andra ord
utrymme for en mer expansiv penning-
politik pa kort sikt.

Trots exportfallet i slutet av forra aret
har den svenska kronan stérkts, framfor
allt mot euron. Dessutom véantas den
svenska ekonomins positiva utveckling
i kombination med dess vaxande sta-
tus som en relativt séker placering med
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solida interna och externa balanser
(budget- och bytesbalansen) leda till
att kronan starks. | forhallande till den
amerikanska dollarn forutser vi inte
nagon storre forandring under prognos-
perioden medan euron daremot kom-
mer att depreciera gentemot kronan.
En starkare svensk krona tillsammans
med 6kade I6nekostnader och en avta-
gande produktivitetstillvaxt kommer att
sétta ytterligare press pa naringslivets
konkurrenskraft, och kampen om
exportmarknadsandelarna hardnar.

Vi forutser att Riksbanken later reporan-
tan ligga kvar p& 1,50 % under resten
av aret for att sedan hoja den vid tva till-
fallen under 2013. Var beddémning &r att
penningpolitiken skulle kunna vara mer
expansiv for att bidra till en minskad
arbetsloshet. Vi argumenterar darfor
for ytterligare ett par reporantesank-
ning och att den finansiella stabiliteten
ocksa hanteras p& andra sétt, framst
genom finansinspektionen och finans-
politiska reformer.

Ater mot budgetunderskott

Overskottet i de offentliga finanserna
motsvarade 0,2 % av BNP 2011 enligt
preliminéra berakningar vilket ar en for-
béttring med 0,3 procentenheter jam-
fort med foregdende ar. Medan pen-
sionssystemet (0,5 % av BNP) hade
ett overskott, fortsatte kommuner och
landsting att visa underskott (0,3 %
av BNP). Dessutom minskade bade
offentlig konsumtion och investerin-
gar som andel av BNP. Den offentliga
sektorns skuld sjonk med nastan 3 pro-
centenheter av BNP (enligt med Maas-
trichtkriterierna) till félid av dverskottet
i de offentliga finanserna och fjolarets
starka ekonomiska tillvaxt samt forsalj-
ningen av statliga tillgdngar (framst

Rante- och valutaantagande

Rantor
Svensk reporanta
10 &rig statsobligationsranta
Valutor
EUR/SEK
USD/SEK
TCW (SEK)
Kallor: Reuters Ecowin och Swedbank

Utfall Prognos
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Nordea-aktier).

Avmattningen i tillvéxten och ofinansi-
erade reformer pad motsvarande 0,4 %
av BNP véantas dock leda till ett under-
skott i de offentliga finanserna 2012.
En déampad arbetsmarknad begréansar
skatteintakterna fran hushallen och
innebér att kommunerna och landstin-
gen kommer att ha fortsatta finansiella
underskott under det narmaste aret.
| varbudgeten for 2012 presenterade
regeringen reformer for att 6ka flexi-
biliteten pa& bostadsmarknaden. Det
kommer att ha liten paverkan pa bud-
geten 2012 och endast en begréansad
effekt de narmaste aren (1,6 miljarder
SEK).

| takt med att tillvaxten repar sig och
arbetslosheten langsamt borjar sjunka
forvantar vi att de offentliga finanserna
starks under 2013. Arbetsrelaterade
skatter och vinstskatter stiger och vi
forutser ett marginellt dverskott i de
offentliga finanserna, motsvarande

0,2 % av BNP under nasta ar. Vi
forutser dessutom ytterligare finans-
politiska stimulansatgarder pa 15 mil-
jarder kronor déar merparten hamnar
pa utgiftssidan. Regeringen har flaggat
for ytterligare insatser for att f& ned ar-
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och Swedbanks prognoser.

betslésheten, och vi réknar med fler rik-
tade atgarder for att f& ungdomar och
utlandsfédda i sysselsattning. Dess-
utom vantas fler infrastruktursatsnin-
gar. Effekterna pa ekonomin kommer
dock till viss del att dampas av kom-
munernas stravan att konsolidera sina
finanser genom utgiftsbegransningar
och skattehdjningar.

Utrymmet fér en expansiv finanspoli-
tik ar begransat. Nedrevideringen av
produktivitetstillvaxten kan ha inneburit
att den potentiella BNP-tillvaxten har
varit ndgot lagre &n tidigare beraknat.
I kombination med den snabba BNP-
tillvaxt vi sett under de tva senaste aren
kan detta ha lett till ett minskat konjunk-
turjusterat sparandet. Budgetundersko-
ttet, berdknad Over ett rullande tidsin-
tervall pa sju ar, pekar dessutom mot
ett minskat utrymme for en expansiv
finanspolitik och utgiftstaken begran-
sar okningen av permanenta utgifter
till omkring 18 miljarder svenska kronor
(0,5 % av BNP 2011). Var bedémning
ar dock att det fortfarande vore lampligt
med finanspolitiska stimulanser pa kort
sikt, sarskilt mot bakgrund av den héga
arbetslosheten. Under nasta ar anser
vi att det férutom riktade initiativ for att
minska arbetslésheten &ven behdvs
reformer pa skatteomradet som framjar
tillvaxten. Svarigheten for regeringen ar
att utarbeta reformer som kan fa stod
av en riksdagsmajoritet.

Magnus Alvesson
Jorgen Kennemar
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Estonia: Growth prospects improve

During 2011, the Estonian economy
showed strong 7.6% growth in real
terms (during the first three quarters,
the average growth was approxi-
mately 9% but slowed considerably
during the last quarter). Strong export
growth, together with recovering do-
mestic demand, brought along employ-
ment growth, which, in turn, increased
households’ willingness to spend. In
addition, solid foreign demand, despite
hazy outlooks for many of Estonia’s ex-
port partners, encouraged investment
growth. This growth, however, slowed
in the last quarter of 2011 as uncertain-
ties, already elevated for a long time,
forced entrepreneurs to use a wait-and-
see strategy in making investments.

Growth in 2011 was a bit slower than
we expected in January, as export
growth in the fourth quarter was weaker
than envisaged and GDP fell in quar-
terly terms. Nevertheless, domestic de-
mand, especially private consumption,
showed solid growth rates. Slowing ex-
port growth was mainly caused by the
slowing of export sales in the machin-
ery and equipment sector..

For a small and very open economy, the
main risks continue to be external — the
slowdown of the main export partners’
economies will affect the further growth
of the Estonian economy. Neverthe-
less, as economic developments have
so far been more balanced than during
the boom years, a recession — should it
occur — would be considerably smaller

Key Economic Indicators, 2010 - 2013 "

Real GDP

Nominal GDP, billion euro

Consumer prices (average)
Unemployment rate, % %

Real gross monthly wage

Exports of goods and services (nominal)
Imports of goods and services (nominal)
Balance of goods and services, % of GDP
Current account balance, % of GDP

FDI inflow, % of GDP

Gross external debt, % of GDP

than the one seen during 2009-2010.
All in all, a global recession or stagna-
tion would affect the Estonian economy
through foreign demand, which, in turn,
would reduce the need for investments
and lowers job creation. This lowering
would have its impact on private con-
sumption as well. At the same time,
the risks in the global markets are also
upside, which might indicate that our
forecast is too conservative — the bet-
ter-than-expected growth in the export
markets might raise foreign demand,
which, together with stronger confi-
dence, would induce the growth of in-
vestments (the inflow of foreign as well
as locally available funds).

In addition, Estonia’s economic devel-
opment is affected by the perception
of market participants about not only
the global outlook but that for the Baltic
states. If the global slowdown is not fol-
lowed by a rapid increase in investors’
perception of uncertainty and nervous-
ness, the overall negative effect might
be even smaller than described above.

Adverse developments in the global
commodity markets pose a risk for
the Estonian economy as well. High-
er-than-forecast inflation would harm
the purchasing power of households,
increasing the number of budget-con-
strained households; hence, private
consumption growth might be consider-
ably lower.

2010 2011 2012f 2013f
2.3 7.6 2.7 4.2
14.3 16,0 16.9 18.1
3.0 5.0 3.8 3.2
16.9 12.5 10.5 8.6
-2.0 0.5 1.6 2.0
255 274 9.2 10.3
24.8 34.0 9.2 11.1
7.4 3.8 4.0 3.4
7.2 6.7 5.9 5.5
8.1 8.0 9.9 10.8
115.2 98,0 91.4 90.8

General government budget balance, % of GDP ¥ 0.3 1.0 -1.8 -0.6

General government debt, % of GDP

6.7 6.0 7.7 10.0

Sources: Statistics Estonia, Bank of Estonia and Swedbank projections.
1/ Annual percentage change unless otherwise indicated.

2/ According to labour force survey.
3/ According to Maastricht criterion.

Internally, the biggest risk continues to
be structural unemployment and the
lack of qualified labour — many sectors
are facing difficulties in hiring new em-
ployees as not enough qualified labour
is available. This means that, in the
near future, another wage rally might
develop for certain occupational groups
(e.g., ICT sector specialists, engineers,
health care workers, etc.), as was seen
in the mid-2000s. In addition to the
skills mismatch, emigration continues
to pose a threat to competitiveness, as
during the crisis years the trend of pen-
dulum migration was on the increase.
Those residents who continue to work
abroad might eventually emigrate,
which, in a country with a decreasing
and ageing population, will pose a long-
term risk in the form of labour shortag-
es. This, in turn, might affect investment
decisions of foreign investors (e.g., re-
garding small-scale production).

Better outlook for trade partners
supports export growth

In 2011, exports of goods and servic-
es grew by 24.9%, which were by and
large in line with our expectations. For
2012, we revised export growth mar-
ginally up to 3.1% (from 2.7%) as we
forecast a slightly better outlook for the
main export markets. The year 2013
will be even better for exporting compa-
nies, as economic activity will increase
even more, especially in Europe. In ad-
dition, in our previous outlook, we pro-
jected the economies of Estonia’s main
export partners to slow this year, but,
in our current view, the slowdown will
be smaller. According to our main sce-
nario, the economy will slow only mod-
erately during the first half of this year.

In 2011, the main contributor to export
growth was the electronics sector, viz.,
machinery and equipment. Growth in
this sector will slow (growth rates might
even turn negative in some quarters),
but other sectors — e.g., the manufac-
ture of wood and wood products, the
food industry and the metal industry —
will contribute more this year and the
next.
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Exports of goods and services will be
highly dependent on developments in
the neighbouring countries of Sweden,
Finland, Russia, Latvia, and Lithuania.
As 2011 showed, Estonian companies’
sales seemed to have been quite resil-
ient to the global slowdown, which might
indicate that their price competitiveness
allowed them to increase their market
share in the destination markets, as
well as to find new markets and thus
avoid too high a level of concentration.
Exchange rate developments have also
favoured Estonian companies’ competi-
tiveness.

The share of machinery and equip-
ment will be smaller in 2012 and going
forward — overall manufacturing in the
machinery and electronics sector will
be growing at a modest rate. Other sec-
tors’ contributions will increase. The be-
ginning of 2012 has already witnessed
a strong development in the chemicals
and metal industry, as well as the food
industry. Therefore, we expect exports
to grow by 3.1% this year and 7.1%
the next. In exports of wood and wood
products, the change in selection in
products is also present — higher-value-
added products are being sold abroad
(i.e., the share of unprocessed wood is
decreasing).

The growth in services exports will be
supported by the growth in travel and
other business services. Transport
services (the most important branch in
services exports), on the other hand,
will grow more slowly, as the need to
ensure trade flows is somewhat small-
er. The share of |T-related services in
services exports is quite small, but in-
creasing rapidly.

Swedbank’s GDP Forecast — Estonia

Changes in volume, % 2010
Household consumption -1.7
General government consumption -1.1
Gross fixed capital formation -9.1
Inventories % 4.2
Exports of goods and services 22.5
Imports of goods and services 20.6
GDP 23
Domestic demand (excl. inventories) ?  -3.4
Net export # 2.5

Sources: Statistics Estonia and Swedbank.
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Import growth will be supported by
rising domestic demand, especially
private consumption, as well as by ex-
ports, because many production inputs
are imported. Therefore, the import
growth rate will decelerate as well, but
at a slower rate than exports, as the
share of consumer goods in imports
will increase. At the same time, we ex-
pect private consumption to grow less
than expected in January due to the
more rapid price increase; this, in turn,
means that the increase in imports of
consumer goods might be smaller. We
expect imports to grow 4.6% this year
and 8.4% the next (in real terms). All in
all, this means that the trade balance
will worsen.

The government spurs
investment growth

In 2011, investment grew by 26.8%,
supported by investments in machin-
ery and equipment. This rapid growth
rate was also supported by growing
demand, causing many enterprises to
face their limits in capacity utilisation.
Many firms have been facing elevated
demand already since 2010 and have
incurred the need for investments in

2011" 2012f" 2013f
42 (43) 27 (30) 42 (56)
16 (26) 18 (3.0) 1.7 (2.0)
268 (202) 115 (7.1) 74 (9.8)
07 (0.0) -08 (1.0) 06 (-0.1)
249 (25.8) 31 (27) 71 (6.7)
27.0 (27.0) 46 (29) 84 (8.9)
76 (80) 27 (27) 42 (4.0)
81 (7.0) 45 (37) 44 (5.6)
03 (1.0) -1.1 (0.0) -08 (-1.6)

1/ The figures from our forecast in January are given in brackets.

2/ Contribution to GDP growth

order to improve and/or enlarge their
production processes. In addition, large
investment projects were observed in
the energy sector (renewable energy-
related projects).

Compared with the January forecast,
we revised the expectation of invest-
ment growth upwards due to a more
favourable market, supported by
strengthening confidence as well as by
the abolishment of local governments’
lending limits. We expect investment
to grow 11.5% this year and 7.4% the
next. As mentioned in the previous
outlook, the main contributor to the in-
creasing investment activity is the gov-
ernment sector — there is an obligation
to invest revenues from the CO2 quota
trade, as well as to use structural funds
as the programming period ends next
year. In addition to the central govern-
ment, local authorities are expected to
increase their investments, as there
is a need to renovate publicly owned
houses like kindergartens, schools etc;
the government abolished the tempo-
rary limitations for local governments’
on-lending this year — if their debt level
is less than 60% of their annual budget,
they are not obliged to ask permission
for additional lending from the Ministry
of Finance.

The contribution of the private sector
will increase in 2013 — we believe that,
throughout most of this year, entrepre-
neurs will tend to be more cautious and
not resume their investment activity
until the end of 2012. Corporate sector
investments will increase considerably
during the next year when the uncer-
tainties will have substantially less-
ened. Public sector investments will be
more modest next year.

April 24, 2012

13



Estonia

Swedbank Economic Outlook

We expect activity in the residential
housing market to increase this year —
activity in the housing market started
to grow already at the end of 2011.
At the same time, despite the rising
number of building permits, we are
of the opinion that the number of new
construction works in 2012 will be
modest as construction prices are, ac-
cording to real estate developers, too
high due to the elevated investment
activity in the public sector. Neverthe-
less, we expect residential construc-
tion works to increase more next year.

Residential investment activity during
this year will be mainly directed to-
wards increasing the energy efficien-
cy of dwellings — energy prices have
increased considerably and, accord-
ing to our main global scenario, we
expect oil prices to remain elevated,
which, in turn, will affect heating and
electricity prices. The latter will also
be affected by the opening of the elec-
tricity market in Estonia. The initiative
to increase the energy efficiency of
apartment houses is also supported
by a state-owned institution (KredEx).

In addition, the number of purchase-
sales contracts has been increasing;
this, however, depends on the loca-
tion and quality of the real estate. All
in all, buyers are more demanding:
real estate that is still in the market
but has poor infrastructure, together
with a less-in-demand location, will
not find buyers so easily and will re-
main on the market for a while. On the
other hand, there are cases in which
apartment houses have found buyers
even before construction has started.
It is worth noting, however, that many
of these purchases have been fi-
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nanced by households’ own funds; loan
demand will be modest, especially this
year, as many households prefer to pay
back their old loans and avoid taking on
new ones because they still remember
the hardships of the past crisis. Next
year, loan demand will grow modestly
as overall economic development will
encourage households to improve their
living conditions; average square me-
ter per household member in Estonia
is still below average in Europe (30.1
in Estonia compared with 45.2 in Ger-
many and Austria).

Unemployment will continue to
decline

Employment growth was remarkable
in 2011 — on average, 6.7% more peo-
ple were working in 2011 than in 2010
(more than 38,000 people). On one
hand, this rapid employment growth
was supported by increasing foreign
demand, which induced an increase
in both investments and the number
of employees. On the other, the large
inflow of tourists was feeding the serv-
ices sector and, therefore, created the
need for additional workers in the retail,
housing and accommodation, and rec-
reation sectors, as well as restaurants
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and cafes. The latter jobs tended to be
more seasonal by nature — at the end of
the year, employment decreased a bit.
In addition to the above-mentioned sec-
tors, one of the largest increases in the
number of employees was observed
in the construction sector, where the
number of workers increased more
than 20% on average.

The unemployment rate fell to 12.5%
in 2011 and is expected to fall further
and reached 10.5% this year. Due to
the rise of job creation and somewhat
declining participation rate (see the
reasoning in previous Outlook), the un-
employment rate will fall even farther
next year, to 8.6%. Nevertheless, even
though developments in the labour
market continue to be encouraging, the
problem of structural unemployment
remains: if the young people (aged 15-
24) remain in the labour market instead
of studying, the skills mismatch will
worsen in the medium to long run. It is
already a problem in certain sectors —
e.g., health care, ICT related, electron-
ics, and energy. If immigration policies
do not change, shortages of qualified
labour may be the main obstacle to
the sustainable growth of the Estonian
economy.

The trend of pendulum migration con-
tinues to pose a risk to the Estonian
economy, as there is a chance that
those residents employed abroad might
emigrate; in a country with an ageing
and decreasing population and a lack
of qualified workers, this might be the
main obstacle to further growth, togeth-
er with the additional pressure this mi-
gration puts on the social system. This
is especially true in the case of trans-
portation and construction sector work-
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ers, as well as of medical staff (both
health care and veterinary). In addition,
the labour shortage might in the medi-
um run spark another wage rally similar
to that seen in 2006-2007; this, in turn,
would jeopardise the competitiveness
of local producers/service providers.

Real wage growth in 2011 turned
positive only in the third quarter (we
expected an increase in purchasing
power already by the second quarter)
after almost three years of decrease;
on average, real wages grew by 0.5%
compared with the previous year. We
expect wages to grow by 1.6% this year
and 2% the next. Compared with the
previous forecast, we downgraded this
year's wage expectations as the price
increase will not slow as much as was
expected in January. Real wage growth
will be supported by an increase in la-
bour shortages. This is especially true
in the case of the construction sector —
real estate developers and construction
firms have to compete with firms in Fin-
land for construction workers, and, to
attract them, might have to raise wages
quite rapidly.

Oil prices to lower households’
willingness to spend

Household spending showed strong
growth rates already at the end of 2010,
and, in 2011, consumer spending grew
by 4.2%. Strong employment growth,
together with favourable developments
in the labour market, increased house-
holds’ disposable income which, in
turn, gave them more assurance about
future developments. This increase in
confidence resulted in an increase in
spending on durables and semi-dura-
bles — purchases that had been post-
poned during the crisis years, when

uncertainty about maintaining jobs and
income ran high. For this year, we ex-
pect consumer spending to increase
by 2.7% — a bit lower rate than was
projected in January. The main reason
behind such a downgrade is our expec-
tation of faster inflation, due to oil price
developments in the world markets:
the average consumer basket will be
3.8% more expensive in 2012 than in
2011. Inflation will slow somewhat next
year, reaching a growth rate of 3.2%.
This faster inflation in 2012 will induce
households to spend less as budgets
will be even tighter and fixed costs will
be higher. Households might even in-
crease their savings on a rational basis
— expecting higher housing costs dur-
ing the winter months, they might not
spend as freely during the spring and
summer months.

In 2013, households will remain cau-
tious — we expect household spend-
ing to increase by 4.2%. In addition
to the accelerating inflation, the other
factor affecting consumer spending is
wage growth — as mentioned above,
real wage growth will be rather mod-
est during the forecast period, and not
all workers will be able to enjoy the in-
crease in wages — wage growth will be
uneven among sectors and will be led
by the occupations where the lack of
labour is more pronounced (e.g., ICT-
related sectors, energy sector, and con-
struction).

Public debt will increase from a
low level

The general government budget
reached a surplus for the second year
in a row in 2011, at 1% of GDP. This
was mainly supported by revenues
from CO2 quota sales (the total impact
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reached 1.2% of GDP), butalso by a 7%
increase in tax revenues as economic
growth and the labour market recov-
ered strongly. This year and the next,
however, budget deficits will resume. In
2012, we forecast the deficit to reach
1.8% of GDP due to several temporary
factors — e.g., mandatory investments
from the quota sales (total impact 1.5%
of GDP) and full restoration of the pen-
sion pillar payment system. The tempo-
rary factors’ disappearance will lessen
the deficit to 0.6% of GDP in 2013.

Major tax changes that will affect the
budget position, besides regular to-
bacco and alcohol excise increases,
include lowering the unemployment in-
surance tax from 4.2% to 3% in 2013
(which decreases the Social Security
Fund’s surplus) and reducing the high-
est allowable deduction from taxable
income by 40% (which increases total
tax collection).

General government debt was meas-
ured at a very low level — 6% of GDP —in
2011; this will increase to 10% of GDP
by 2013. The main factor increasing the
debt level during our forecast period
are the loan payments by the European
Financial Stability Facility (EFSF) (3%
of GDP), which are reflected as an in-
crease in the debt level; other factors
include down payments to the Europe-
an Stability Mechanism (ESM), invest-
ments to raise Eesti Energia’s equity
capital, the abolishment of temporary
debt ceilings for the local governments,
and partial coverage of current budget
deficits. These factors will weigh on the
public finances and might require addi-
tional liquidity purchases, as net public
debt is set to turn negative during the
forecast period. Nevertheless, the situ-
ation of the overall public finances is
solid, the budget deficits are consid-
ered temporary (as the government is
fully committed to restoring surpluses
as soon as possible), and the growth of
the debt is sustainable.
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Latvia: Better outlook, but caution still necessary

The Latvian economy expanded by
5.5% in 2011, with developments in
the fourth quarter a bit better than
expected. The underlying drivers last
year remained exports and EU funds,
which boosted investments (both in
fixed assets and inventories) and
confidence, thereby also promoting
consumption. At the same time, since
exports and investments are import
intensive, rapid import growth resulted
in a negative net exports’ contribution
to GDP growth. The first months of
2012 have brought an anticipated slow-
down in industry and export growth, but
retail trade has been still surprisingly
strong with positive sentiments.

Rising business and consumer con-
fidence in the first quarter of this year
and, thus, a somewhat better external
environment improve the growth pros-
pects for Latvia. Exporters have so far
been more resilient to the global slow-
down then we presumed in our January
outlook. Furthermore, we have slightly
revised upward the outlook for Latvia’s
main trading partners. Overall, we now
see somewhat better opportunities for
Latvian exports and a friendlier invest-
ment environment. Still, global growth
is expected to be slower this year than
in 2011 before picking up again next
year.

As a result, we are revising our GDP
growth forecast to 2.5% in 2012 (2%
before) and 3.5% in 2013 (3.2%

Key Economic Indicators, 2010 - 2013 "

Real GDP

Nominal GDP, billion euro

Consumer prices (average)
Unemployment rate, % #

Real net monthly wage

Exports of goods and services (nominal)
Imports of goods and services (nominal)
Balance of goods and services, % of GDP
Current account balance, % of GDP

Current and capital account balance, % of GDP

FDI inflow, % of GDP
Gross external debt, % of GDP

before). We are also raising the fore-
cast for average consumer price growth
from 2.4% to 2.8% in 2012, in order to
account for higher-than-expected glo-
bal oil prices in the beginning of the
year. The inflation outlook for 2013
stays unchanged for now, at 2.5%.

The target of introducing the euro in
2014 remains on the agenda, and we
believe that it is still feasible. Still, ful-
filling the inflation criterion has become
more challenging.

The outlook for the labour market is a
tad brighter. The unemployment rate
is forecast to continue retreating and
the participation rate to rise slowly.
Employment growth will be slower than
last year, though. The unemployment
rate based on the current Labour Force
Survey data (to be revised according
to 2011 population census results) is
expected to fall to under 12% in 2013
from 15.4% in 2011.

The current account deficit is antici-
pated to widen gradually, but will remain
under 3% of GDP and to be fully cov-
ered with EU funds and foreign direct
investment (FDI) inflows.

This is our base scenario. There are
both positive and negative risks to it.
The main uncertainties come from
abroad. One is the global oil price,
which may rise further if conflict in the
Middle East intensifies. In such a case,
inflation in Latvia is likely to be higher in

2010 2011 2012f 2013f
-0.3 5.5 25 3.5
18.0 20.0 21.3 22.8
-1.1 4.4 2.8 25
18.7 15.4 13.6 1.9
-6.3 0.1 1.2 2.9
20.3 22.5 9.5 10.9
19.4 27.2 9.6 11.8
-1.0 -3.4 -3.5 -4.2

3.0 -1.2 -1.8 -2.6
4.9 0.9 -0.4 -1.1
1.6 5.5 3.5 3.9
165 146 140 135

General government budget balance, % of GDP ¥ -8.1 -3.5 2.2 -1.0

General government debt, % of GDP

Sources: CSBL, Bank of Latvia and Swedbank.

44.7 42.6 41.3 38.9

1/ Annual percentage change unless otherwise indicated.

2/ According to labour force survey.
3/ According to Maastricht criterion.

both 2012 and 2013. At the same time,
if higher oil prices slow global growth,
Latvia’s economic development will be
more sluggish. A backlash in the euro
area is possible, especially if the situa-
tion worsen in Spain and Italy worsen.
This would hinder Latvian exports and
investments, and spill over to slower
consumption growth. Lastly, while the
current EU sanctions against Bela-
rus will have only a marginal negative
effect on Latvian trade, political risks
remain. On the positive side, better-
than-expected global growth would
provide better opportunities for Latvian
exports.

Local risks stem mainly from the labour
market, where overheating pressures
in certain market segments may start to
appear already in 2013 if policy action
is not taken to reduce structural unem-
ployment and increase the participation
rate. Skills and regional mismatches, as
well as emigration, could push wages
up more than productivity and fuel infla-
tion pressures.

Better export outlook, but
growth to continue slowing

We are revising the export outlook
upwards for 2012 and 2013, owing to
somewhat better growth in Latvia’s
main trading partners (e.g., Germany
and Russia) and the increased flex-
ibility of Latvian exporters (e.g., in find-
ing new markets). The export market
shares of Latvian manufacturers con-
tinue to rise — e.g., publishing compa-
nies are outcompeting publishers in
the Nordics. External competitiveness
remains sound, even though wages
are rising — unit labour costs have risen
marginally in manufacturing and con-
tinued to decline in transport and tour-
ism in 2011. Research by the Bank of
Latvia shows that, accounting also for
nonprice factors (e.g., quality and com-
plexity of products), Latvia’s external
competitiveness is stronger than the
unit labour costs suggest.

Food exporters are continuing to pen-
etrate the Russian market, benefitting
also from the new Russian investors
in Latvia’s industry. The political risks
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remain high, and the economic environ-
ment in Russia is unpredictable (e.g.,
the ban itimposed on pigs’ imports from
the EU as of March 2012). Still, Latvian
food manufacturers and farmers are
taking advantage of this rapidly growing
market. Metal and machinery process-
ing-related companies are also expand-
ing in the CIS. Investments made in this
industry last year are slowly starting to
be transformed into higher output.

At the same time, capacity constraints
are acute in some sectors. For instance,
capacity utilisation in wood manufac-
turing, the manufacturing of leather
products, and base metals is already
higher than in the pre-crisis years. The
railway sector is experiencing bottle-
necks of freight transit in the east-west
direction. Exporters are continuing to
invest in production facilities (see the
next section for more details), but the
effect on output will not be immediate.
The EU sanctions against Belarus will
have a marginal negative effect on
Latvian trade. However, risks for the
future export outlook remain, especially
for transportation by railway, which is
highly dependent on freight transit com-
ing to or from Belarus.

Overall, external demand will rise
slower in 2012 than in 2011, hindering
Latvian export growth. A quarter with
negative quarterly growth of export
volumes is possible this year, although
overall export volumes are anticipated
to rise by about 4.7% in the whole year.
Demand is expected to pick up in 2013,
and, together with improved production
capacity locally, this will boost exports
by 5.6%.

Investments, exports, and, to a smaller
extent, consumption will continue to

Swedbank’s GDP Forecast — Latvia

Changes in volume, % 2010
Household consumption 0.4
General government consumption -9.7
Gross fixed capital formation -12.2

Inventories % 4.5

Exports of goods and services 11.5
Imports of goods and services 11.5
GDP -0.3
Domestic demand (excl. inventories) ?  -4.4
Net export # -0.5

Sources: CSBL and Swedbank.
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drive imports. One of the large invest-
ment projects boosting imports is the
purchase of passenger trains (41 trains
costing LVL 144 million during next
three years, which is 1% of 2012 GDP),
most of which will be imports. In 2012,
imports for this project are still likely
to be low, as the bulk of imports will
be new machinery and equipment for
Rigas Vagonu Rapnica (RVR), the local
subcontractor of the Spanish supplier,
CAF. It is planned that the first trains
fully made in Spain (6 in total) will start
arriving in the middle of 2013; in 2014-
2015, parts of the trains and materials
will be imported, since the production
will be gradually taken over by the RVR
locally. The largest boost to imports will
thus be in 2013-2014.

The goods and services trade deficit in
2012 is to remain close to that of 2011
(about 3.5% of GDP) and rise some-
what next year. The deficits will be fully
covered with EU funds and FDI inflows.
The current and capital account deficit
is forecast to stay close to zero in 2012
and rise to 1.1% in 2013.

Better confidence supports
investments

The investment outlook has been
2011 2012f" 2013f
44 (44) 25 (1.7) 30 (27)
13 (-0.9) 20 (0.5) 23 (24)
246 (257) 78 (7.0) 80 (3.5
21 (09) -09 (-03) 08 (0.3)
12.6 (12.9) 47 (33) 56 (4.6)
20.7 (18.9) 49 (40) 75 (4.2)
55 (54) 25 (20) 35 (3.2
86 (85) 40 (3.0) 45 (3.1)
52 (-40) -05 (-07) -1.8 (-0.2)

1/ The figures from our forecast in January are given in brackets.

2/ Contribution to GDP growth

revised upwards somewhat. Pessi-
mism in Europe has abated some-
what and stress in financial markets is
declining, with interbank interest rates
diminishing. This could support foreign
investments. The prospects of a better
situation in Germany and other impor-
tant export markets have improved the
confidence of Latvian exporters, who
plan to continue boosting their invest-
ments in production facilities, taking
advantage of EU funds.

Contracts are still not signed for LVL
430 million of EU funds (13% of the
total for the planning period 2007-
2013), of which LVL 100 million is likely
to be allocated for the train purchase
project mentioned above. Only 45% of
total EU funds have been paid out so
far. The profit margins of companies
were quite good in 2011, and, despite
a strong investment rebound in 2011,
deposits of nonfinancial institutions
have continued to rise, while liabilities
have diminished notably. Businesses
can actually start increasing leverage
to finance their investments, although
they are still cautious about doing so.

Among large public projects, the pur-
chase of new passenger trains (see
the previous section) would add on
average 1.5 percentage points to the
growth of gross fixed capital formation
each year in 2012-2014. There will be
fewer investments in 2012 — mostly
new machinery and equipment for the
RVR (under LVL 12 million) — but this
will pick up in 2013 when the first trains
start arriving.

Still, investment growth in the coming
years will be slower than during the
2011 rebound. Investments in residen-
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tial real estate will remain weak, as the
existing stock is large and local demand
feeble. FDI inflows into real estate will
also diminish (19% of total FDI inflows
in 2011), as the repossession of real
estate through banks’ daughter asset-
management companies will shrink. We
forecast about an 8% growth of gross
fixed capital formation in 2012-2013.
The share of gross fixed capital forma-
tion will reach 25-26% of GDP in 2013,
the same as in 2003-2004 (before the
real estate boom started).

Labour market pressures may
intensify already in 2013

The rebound in employment will slow
in 2012. Manufacturers are continuing
to optimise their production processes,
and some of them are also shedding
labour. Not much new hiring is expected
for the public sector. On the other hand,
expanding production facilities requires
more labour, as does a pickup in serv-
ices’ activities.

Employment expectations in industry
and services have grown in the begin-
ning of this year. Our labour market out-
look is a bit brighter now, with slightly
more new job creation expected for
2012-2013, but it is still slower than
last year. Using the current Labour
Force Survey data (still to be revised
according to the 2011 population cen-
sus results), the unemployment rate is
expected to fall gradually to under 12%
in 2013.

Businesses are cautious about rais-
ing wages since they are still focusing
on costs. Although wage pressures in
the public sector are starting to mount,
they are expected to result in actual
increases at the earliest in the second

half of this year (and only for part of
the employees). In the private sector,
companies are trying to balance wage
and productivity growth by motivating
employees with bonus systems and
other benefits and are raising base
wages only for selected employees.

We forecast net average nominal
wages to rise by 4% this year and 5.5%
next year, but there are upward risks
to this forecast. Labour market pres-
sures are mounting and could heat up
already in 2013. The registered unem-
ployment rate in Riga is already below
8% and is approaching the level where
wage pressure could arise. Unless
policy action is undertaken to reduce
structural unemployment and push dis-
couraged persons back into the labour
market (especially in the regions), skills
and regional mismatches will expand.
This might again result in wage growth
exceeding productivity growth in the
nearest future.

During the recession, labour taxes
have been increased; the labour tax
wedge (the share of taxes in employ-
ers’ labour costs) in Latvia is wider than
in neighbouring countries and in the
EU on average. Labour tax cuts are
being discussed. These would increase
the purchasing power of house-
holds, allowing businesses to contain
increases in gross remuneration. How-
ever, taking into account that these cuts
could worsen the budget situation and
increase inflation pressures, they are
unlikely to occur in the forecast period
— the earliest possible opportunity is the
second half of 2013, but 2014 is more
likely. The size of the cuts is still uncer-
tain as well.

Manufacturingand exports (s.a.), 2007=100
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Inflation recedes, but upward
risks exist

Following the unexpected sharp rise
in global oil prices in the beginning of
this year, we are revising our inflation
outlook upwards for 2012. We expect
consumer prices to rise by 2.8% on
average (2.4% before). Elevated oil
prices and a weaker euro have not
only resulted in higher gasoline prices,
but will also feed into gas and heating
tariffs and later into the prices of other
goods and services.

Still, if global oil prices do not rise higher
and start retreating slowly in the second
half of the year (which is assumed in
our outlook), price pressures will recede
in the second half of 2012. Global food
prices are anticipated to remain largely
stable this year. The average inflation
forecast for 2013 remains unchanged,
at 2.5%.

Risks to the forecast come mainly from
abroad, i.e., oil prices. However, from
2013 onwards, there are also local
risks, as the strengthening labour mar-
ket may make it easier for companies to
raise prices for their products.

We consider fulfiling the Maastricht
inflation criterion in early 2013 to be
feasible, but more challenging than it
appeared before. First, Latvia’s infla-
tion outlook has worsened mainly due
to higher global commodity prices, and
possibly more so than in three coun-
tries with the lowest inflation; thus mak-
ing it more difficult to fulfil the Maas-
tricht inflation criterion. Second, due to
the recession and the debt crisis in the
euro area, the ability and willingness to
accept new members in the currency
union is unclear.

Irrespective of whether Latvia joins
the euro area, price stability must be
maintained to safeguard consumer pur-
chasing power and external competi-
tiveness. Such structural measures as
strengthening competition and improv-
ing energy efficiency to lessen the influ-
ence of rising global oil prices are fun-
damental for sustainable growth.
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Higher confidence fuels private
consumption

We are raising the private consump-
tion forecast a bit for 2012-2013. This
year, the increase is largely due to the
surprisingly strong consumer optimism
and retail trade growth early in the year.
Next year, stronger exports are antici-
pated to spill over into higher confi-
dence and, thus, consumption.

Household consumption in 2011 rose
swifter than the total wage and pension
bill, and the same is expected for 2012.
Wealthier households, which contribute
significantly to overall private consump-
tion growth, often earn capital income.
The good business profitability last
year encouraged wealthier consumers
to spend more. Net transfers by private
persons to Latvia (including also emi-
grant remittances) amounted to about
4% of GDP in 2010-2011 (about 6% of
private consumption). Another factor
that might have supported consumption
is tax evasion.

Household savings rates declined in
2011, but there are indications that
lower- and medium-income households
started increasing their savings in early
2012. This behaviour is appreciated for
reasons of prudence. Total household
deposits remain largely stable, though,
since wealthier households are shrink-
ing their deposits, most likely shifting
to more profitable asset classes (given
the current historically low deposit inter-
est rates).

Households have reduced their debt
burden (credit stock has declined and
interest rates have fallen), and new
lending is growing slowly. Still, the
deleveraging of households will con-
tinue over the forecast horizon, as new
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loans will not be able to compensate
for the amortisation of the boom-years’
credit stock.

Be careful with budget
spending!

The government budget situation is
better than anticipated. Tax revenues
exceeded the plan by about 10% in the
first quarter; they were 17% higher than
a year ago, since economic activity in
the beginning of the year was still quite
strong. In the first quarter, the central
government budget deficit was about
0.9% of annual forecast GDP (1.6% a
year ago).

Spending pressures are increasing,
but the government should be very
careful with increasing expenditures,
especially taking into account the wide
range of risks to the economic out-
look. We believe that this year it will
still be possible to contain spending
pressures, and the budget deficit will
be marginally above 2%. We revised
the government consumption forecast
for 2012 upwards, though, because of
the higher-than-expected outcome for
2011.

We anticipate government spending
to pick up next year, when the budget
situation allows for it. The budget defi-
cit is forecast to continue declining in
line with the new fiscal rules adopted
in the EU. We thus expect the authori-
ties to comfortably meet the Maastricht
budget deficit criterion.

Although active discussions on reforms
in education, health care, the social
security system, tax policy, and regional
policy are continuing, so far little has
been done. It is vital to keep going and
increase the speed of reform imple-
mentation to exploit the current window
of opportunities (municipalities’ elec-
tions are scheduled for the summer of
2013 and parliamentary elections for
the autumn of 2014).

We urge the authorities to look at these
reforms through the prism of the labour
market — to reduce overheating pres-
sures, structural unemployment should
be lowered, the participation rate raised,
and regional imbalances addressed.

Lija Strasuna
Martin Kazaks

Dainis Stikuts
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Lithuania: Rosy developments stained with oll

The tension and concerns at the end
of 2011 have taken their toll on the
economy, which expanded by 5.9%,
slightly less than we forecast. Annual
growth in the final quarter of last year
slowed sharply to 4.4%. However,
the only reason for this slowdown
was a severe contraction in invento-
ries — gross capital formation in the
final quarter was 13.5% lower than
a year ago, although growth in gross
fixed capital formation accelerated to
10.4%. At current prices, inventories
in the final quarter contracted by al-
most LTL 1.2 billion, or 4.2% of GDP
in that quarter. Similar trends were ob-
served at the onset of the global finan-
cial crisis and deep recession at the
end of 2008 — companies, wary of a
possible contraction in domestic and
foreign demand, cut the production
and stocks of final and intermediate
goods.

Households, however, shrugged off
the negative sentiment, and, in the
fourth quarter of 2011, annual con-
sumption growth was 8.1%, almost
two times faster than in the previ-
ous quarter. Consumer resilience
was supported by rapidly declining
unemployment, which dropped to
13.9%, and by healthy growth in real
net wages, which were 2.1% higher
than in the previous quarter. Further-
more, emigrant remittances last year
reached a record LTL 4.8 billion (4.6%

Key Economic Indicators, 2010 - 2013 "

Real GDP

Nominal GDP, billion euro

Consumer prices (average)
Unemployment rate, % %

Real net monthly wage

Exports of goods and services (nominal)
Imports of goods and services (nominal)
Balance of goods and services, % of GDP
Current account balance, % of GDP

Current and capital account balance, % of GDP

Net FDI, % of GDP
Gross external debt, % of GDP

of GDP) and made up almost one-fifth
of household disposable income.

Developments at the beginning of this
year were in line with our January fore-
casts; thus, we keep our growth fore-
cast for this year unchanged. However,
the economy is expected to grow faster
in 2013 — at 4.3%. As the global econo-
my and main Lithuanian export markets
are expected to grow faster next year,
so will Lithuanian exports. However,
the main drivers of growth will remain
household consumption and invest-
ments, which are expected to increase
somewhat faster than previous fore-
cast, by 3.7% and 10.0%, respectively.
We also raise our forecast for inflation
this year to 2.8%, up from 2.5%. This
is mainly due to frothy oil markets, but
some domestic factors play a role as
well.

Internal and external risks

The external risk related to the euro
area debt crisis has subsided. Al-
though Europe, especially the periph-
ery, remains in the grips of recession,
the probability of chaotic defaults and
break-up is lower. Admittedly, the risk
related to worse developments in It-
aly and, especially, Spain can further
worsen European woes and, in turn,
Lithuanian prospects for export-driven
growth. A more immediate risk is re-
lated to tensions in the Middle East and
the dangerously high oil price. If sup-
ply from Iran and other countries in the

2010 2011 2012f 2013f
1.4 5.9 3.3 4.3
27.5 30.7 32.2 34.6
1.3 4.1 2.8 25
17.8 15.4 13.0 11.0
-4.3 -2.0 1.4 2.0
29.8 27.5 10.0 8.0
28.9 27.6 10.8 8.0
-1.1 -1.3 -2.0 -2.0
1.5 -1.6 -2.5 2.7
4.2 0.9 0.5 -0.7
2.1 2.8 4.0 4.0
87.4 80.8 79.5 76.5

General government budget balance, % of GDP ¥ -7.2 -5.5 -3.0 -2.0

General government debt, % of GDP

Sources: LCD, Bank of Lithuania and Swedbank.

38.0 38.5 40.0 39.0

1/ Annual percentage change unless otherwise indicated.

2/ According to labour force survey.
3/ According to Maastricht criterion.

region were to be disrupted and cause
a further increase in the oil price, this
would have painful direct and indirect
effects on the Lithuanian economy.

The Lithuanian government nearly col-
lapsed (or so it seemed) at the begin-
ning of this year, and there were calls
for early elections. However, despite
the real tensions between members
of the coalition, we believe that this
government will continue working un-
til parliamentary elections in October.
The number of politicians’ propositions
related to tax cuts and spending is in-
creasing and will probably continue to
do so. However, the biggest risk is re-
lated not to the decisions taken before
the October elections, but to the com-
position of the incoming government
and its willingness to continue fiscal
austerity and long-term economic poli-
cy, especially related to energy projects
(the nuclear power plant and liquefied
natural gas terminal).

Admittedly, there are tangible positive
risks to our forecasts this year — con-
sumers can become less cautious and
lower their savings rate, whereas com-
panies may emerge from a three-year-
long lethargy and increase their invest-
ments at a faster pace (as they have
the means to do so).

Exports are likely to shift
eastwards somewhat

Lithuanian export volumes of goods and
services increased by 13.7% last year
and exceeded their previous peak by
13%. As imports started growing much
slower than exports in the second half
of last year, the foreign trade deficit was
only 1.3% of GDP in 2011, below our
forecast of 3.0%. This, at least partially,
was caused by the above-mentioned
decision to cut inventories.

Although the recession in the euro
area is worsening Lithuanian export
perspectives in that region, the weaker
euro has pushed the Lithuanian real
effective exchange rate downwards in
recent months. Both the Polish zloty
and the Russian rouble have appreci-
ated some 8 percent versus the euro
since the beginning of this year. As this
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improves Lithuanian manufacturers’
competitiveness in these countries, it is
likely that exports will grow, mainly to
neighbouring and CIS countries.

The Belarusian rouble lost around two-
thirds of its value last year, but only
around 1% of exports of Lithuanian
origin are sold in this country. Despite
massive devaluations, exports of goods
of Lithuanian origin to Belarus were
stable throughout last year and trended
downwards only during the first two
months of this year. If the EU decided
to impose stricter sanctions on Bela-
rus, the transport sector would sustain
a severe blow — last year, out of 36.6
million tonnes transported through the
Klaipeda port, 11.5 million tonnes, or
31.4%, were Belarus transit goods. The
Lithuanian Confederation of Industrial-
ists calculate that the shutdown of all
trade with Belarus would cause LTL 2.5
billion (2.3% of GDP) in losses to the
transport and storage sectors. Howev-
er, we do not think that such a scenario
is very likely.

Low investments to recover
strongly

Annual growth of gross fixed capital
formation slowed to 9.2% in the second
half of last year, but we expect it to ac-
celerate somewhat and grow by 11.0%
this year. Although capacity utilisation
has been hovering around 70% for the
past year and remains below its optimal
level and pre-crisis average of 75%,
a more rapid growth in investments is
overdue.

Investments in fixed assets picked up
from the bottom last year, when they
increased by 21.6%. However, as a
percentage of GDP (13.2%) they are

Swedbank’s GDP Forecast — Lithuania

Changes in volume, % 2010
Household consumption -4.9
General government consumption -3.3
Gross fixed capital formation 1.0
Inventories # 4.9
Exports of goods and services 17.4
Imports of goods and services 17.3
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Domestic demand (excl. inventories) #  -3.7

Net export ¥ 0.2
Sources: CSBL and Swedbank.
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still below the 1997 level of 13.5% and
almost two times below the pre-crisis
peak of 23.5% in 2007. Admittedly, in-
vestments in pre-crisis years were driv-
en by the real estate sector, but the ac-
quisition of equipment, machinery, and
transport vehicles also stagnated dur-
ing the past three years and made up
on average only 4.0% of GDP. This is
an all-time low and more than two times
lower than the 8.5% recorded in 2007.

We expect gross fixed capital formation
to continue growing rapidly in 2013 and
increase by 10.0%, slightly faster than
in our January forecast. The slowdown
in investments must have been tempo-
rary and caused by jitters in the euro
area. As we have argued before, com-
panies have multiple funding sources of
investments. Last year, corporate prof-
its before tax reached LTL 12.7 billion,
20.2% above the 2010 level, although
they remain below the pre-crisis highs.
Outstanding loans to nonfinancial cor-
porations stopped contracting and are
expected to start increasing again this
year.

Currently, already-signed contracts
for funding from EU structural funds
amount to EUR 6.0 billion, of which only

2011 2012f" 2013f
6.1 (55) 35 (3.0) 37 (35)
04 (1.7) -30 (-3.0) 1.0 (1.0)
171 (20.0) 11.0 (11.0) 10.0 (8.0)
19 (04) 00 (02) 00 (0.0)
137 (140) 40 (40) 50 (4.8)
127 (152) 48 (42) 55 (5.0)
59 (6.3) 33 (33) 43 (4.0)
85 (66) 34 (36) 45 (4.2)
07 (-0.7) -01 (-01) -02 (-0.2)

1/ The figures from our forecast in January are given in brackets.

2/ Contribution to GDP growth

EUR 3.4 billion has been paid out. The
total allocated amount for the period
from 2007 until 2013 amounts to EUR
7.4 billion. This means that the majority
of the funds will be paid out this year
and the next, and will remain important
source of investments. Furthermore,
until the end of 2013, companies can
still benefit from investments in techno-
logical renewal, which can lower tax-
able profit by up to 50%.

Improvements in the labour
market to continue

Unemployment declined slightly fast-
er than anticipated and, at the end of
last year, was below 14% for the first
time since mid-2009. However, this is
still well above the comfort zone. Un-
employment is expected to decline
to 12.5% at the end of this year and
10.1% at the end of 2013, slightly lower
than we forecast before.

Registered unemployment has edged
up at the beginning of this year — there
were 244,000 unemployed registered
at the Labour Exchange at the end of
March. However, employers recently
became more active and registered
19,300 new vacant jobs during March,
44.3% more than in February.

A return to the natural level of unem-
ployment of around 6% is still beyond
our forecasting period. Before the cri-
sis, 30% of all the jobs were in the man-
ufacturing and construction sectors; at
the end of last year, there were 142,600
fewer jobs in these two sectors. If man-
ufacturing and construction recovered
all lost jobs, unemployment would drop
to some 5%. However, we forecast that
only 29,000 jobs will be created in all
the sectors this year.
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Nominal wages will increase by 4.3%
this year, considerably faster than last
year’s 2.6% rate. Since nominal wage
growth will outpace inflation this year
and the next, real net wage growth will
be positive for the first time since 2008
and will increase by 1.4% and 2.0% this
year and the next, respectively. Com-
petitiveness will not be lost, as labour
productivity during the same period
is expected to increase by 1.2% and
2.5%.

Household consumption will
grow at a sustainable rate

Retail trade has been relatively un-
scathed by the falling consumer con-
fidence — annual growth increased
throughout last year and eased only in
February this year, when it was 7.3%
higher than a year ago. Although con-
sumer confidence has recovered some-
what, we expect annual retail trade
growth to trend down towards 5%.

Brighter developments in the labour
market and ebbing concerns about the
euro area breakup will have a positive
impact on consumer confidence and
domestic demand; thus, we increased
our household consumption growth
forecast this year and in 2013 to 3.5%
and 3.7%, respectively. Consumption
will grow in line with the real wage bill,
which is expected to increase by 3.6%
and 3.7%, respectively. The household
consumption growth is markedly lower
than that in 2011, when it expanded
by 6.1%, despite the stagnating wage
bill, which increased only by 0.5% (in
real terms). But households were rela-
tively happy last year and put aside a
much smaller fraction of their income
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for savings. We do not expect the sav-
ings rate, which is already well below
the EU average, to decline further, let
alone turn negative, like it did in 2007
and 2008.

As the real growth of wages and de-
cline in unemployment are expected
to remain modest, there are few other
sources of household consumption
growth. During the past three years,
households have undergone a delever-
aging process and reduced their debt
from LTL 30 billion at the end of 2008 to
LTL 26 billion. At 23.4% of GDP, Lithua-
nian household debt is among the
lowest in the EU, and there is room to
stimulate growth with credit. However,
as consumers remain wary and banks
are embracing a more sustainable
model of growth, one should not expect
that household credit will grow by 80%
a year, as it did, on average, between
2004 and 2008.

Oil dampens the prospects of
euro adoption

The higher-than-anticipated price of olil,
more expensive electricity and heating,

Consumer confidence index and consumption

30 1 r 60

20 1 [ 40 @ Household
consumption, yoy %

10 1 k20
Retail trade (excl.

0 9 0 motor vehicles), yoy %

-10 1 [ 20 e Consumerconfidence
(rs)

-20 1 F -40

-30 - -60

2006 2007 2008 2009 2010

Source: Statistics

2011 2012 Lithuania

and larger excise duties on tobacco all
have contributed significantly towards
higher inflation at the beginning of this
year. In January, we were forecast-
ing the oil price to ease and average
US$102 per barrel in 2012. However,
continued tensions and supply disrup-
tions in the Middle East have pushed
the oil price towards US$125 early this
year. We now forecast that the aver-
age annual price of Brent oil will be
US$119.5 this year and US$113.5 in
2013. Furthermore, we forecast a slow-
er decline in global food prices — they
are expected to fall by 8.4% this year,
compared with our previous forecast of
a 12.2% decline. The weakening euro
is creating additional inflationary pres-
sure.

We are increasing our forecast of in-
flation this year to 2.8%, up from our
January forecast of 2.5%. Price growth
is still lower than last year’s 4.1%, but
this may not be enough to meet the
Maastricht criterion of the three lowest
inflation rates in the EU plus 1.5 per-
centage points. Currently, the threshold
is at 3.1% but is likely to decline during
the year.

As the oil price is expected to ease
somewhat in 2013, so is inflation in
Lithuania — we have lowered our fore-
cast of consumer price growth to 2.5%
next year. This means that Lithuania is
a lot less likely to meet the Maastricht
inflation criterion this year; however it
seems that, considering the lower in-
flation and smaller budget deficit, the
odds are good of meeting the criteria
next year and adopting the euro at the
beginning of 2015. However, uncertain-
ty related to price developments and
Europe’s readiness remains.
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Public finances are less
strained, but risks remain

This year’s government budget is
based on an assumption of GDP
growth of 2.5% and average annual
inflation of 2.7% — below our forecast
of, respectively, 3.3% and 2.8%. Thus,
although fears were expressed during
confirmation of the budget, it is very
likely that there will be no need to revise
the budget in the middle of this year.
This is also confirmed by state budget
revenues during the first quarter, which
were well above the revenues during
the same period last year and 3.6%
above the plan.

However, we still forecast that the gov-
ernment budget deficit will be close to
3% of GDP this year, not lower as sug-
gested by the currently positive trends
in government revenues. The reason
being is that, as parliamentary elec-
tions approach, more and more propo-
sitions related to tax cuts and additional
government spending will emerge. For
example, as oil and fuel prices at gas
stations reached all-time highs, some
parliament members proposed to cut
the excise duty on fuel to the minimum
level allowed by the EU (the duty is cur-
rently some 20% above that level).

Other politicians are proposing to ap-
ply a reduced value-added tax (VAT)
to food products. However, although
we think that lower taxes might stimu-
late domestic demand and possibly
reduce smuggling, we do not believe
that such propositions are timely, since
the above-mentioned tax cuts would
undermine government revenues and
significantly worsen public finances.
A cut in the excise duty would lower
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government revenues by LTL 100 mil-
lion (about 0.1% GDP), whereas a re-
duction in the VAT on all food products
could amount to government losses of
up to LTL 1 billion (about 0.9% of GDP).

We think that this government will sur-
vive until the elections in October of
this year and will be, despite its huge
unpopularity, the longest-serving gov-
ernment since Lithuania regained in-
dependence in 1990. As we forecast in
our January Swedbank Economic Out-
look, it is likely that the government will
decide to increase the minimum month-
ly wage this summer by 12.5%, to LTL
900 (EUR 261) and perhaps make
other popular and demand-stimulating
decisions. Thus, we think the economy
will grow somewhat faster in the sec-
ond half of this year. However, the gov-
ernment retains a strong determination
to meet the Maastricht criteria this year
and have a budget deficit at or below
3% of GDP.

Public finances are set to improve next
year, when the budget deficit is expect-
ed to decline to 2% of GDP. Overall,
current economic trends are favourable
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and will enable the government to bal-
ance the budget in 2014. However, we
think that the pre-election promises will
prevent this dream from coming true.

There is another risk that could sig-
nificantly spoil public finances in the
coming years. After the bankruptcy
of the Snoras bank, the government
gave a six-year loan of LTL 3.3 billion
(EUR 0.96 billion, or 3% of this year’s
GDP) to the Deposit and Investment
Insurance Fund to help meet its obli-
gations to the depositors (some of the
debt was already repaid, current out-
standing Fund’s debt amounts to LTL
2.4 billion). In theory, this sum should
be recovered after Snoras’ assets are
liquidated; however, creditors of Sno-
ras are seeking to dispute the fund’s
priority rights at the constitutional court.
If the court rules in their favour, Lithua-
nia may have to count this loan as an
expenditure and face a one-off spike in
public deficit.

Nerijus Maciulis
Lina Vrubliauskiené
Vaiva Seékuté
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Disclaimer

This research report has been prepared by economists of Swedbank’s Economic Research Department. The Economic
Research Department consists of research units in Estonia, Latvia, Lithuania and Sweden, is independent of other
departments of Swedbank AB (publ) (“Swedbank”) and responsible for preparing reports on global and home market
economic developments. The activities of this research department differ from the activities of other departments of
Swedbank and therefore the opinions expressed in the reports are independent from interests and opinions that might be
expressed by other employees of Swedbank.

This report is based on information available to the public, which is deemed to be reliable, and reflects the economists’
personal and professional opinions of such information. It reflects the economists’ best understanding of the information at
the moment the research was prepared and due to change of circumstances such understanding might change accordingly.

This report has been prepared pursuant to the best skills of the economists and with respect to their best knowledge this
report is correct and accurate, however neither Swedbank or any enterprise belonging to Swedbank or Swedbanks directors,
officers or other employees or affiliates shall be liable for any loss or damage, direct or indirect, based on any flaws or faults
within this report.

Enterprises belonging to Swedbank might have holdings in the enterprises mentioned in this report and provide financial
services (issue loans, among others) to them. Aforementioned circumstances might influence the economic activities of such
companies and the prices of securities issued by them.

The research presented to you is of informative nature. This report should in no way be interpreted as a promise or
confirmation of Swedbank or any of its directors, officers or employees that the events described in the report shall take place
or that the forecasts turn out to be accurate. This report is not a recommendation to invest into securities or in any other way
enter into any financial transactions based on the report. Swedbank and its directors, officers or employees shall not be liable
for any loss that you may suffer as a result of relying on this report.

We stress that forecasting the developments of the economic environment is somewhat speculative of nature and the real
situation might turn out different from what this report presumes.

IF YOU DECIDE TO OPERATE ON THE BASIS OF THIS REPORT THEN YOU ACT SOLELY ON YOUR OWN RISK AND
ARE OBLIGED TO VERIFY AND ESTIMATE THE ECONOMIC REASONABILITY AND THE RISKS OF SUCH ACTION
INDEPENDENTLY.
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