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Introduction 

US toward recession 

The global business cycle is gradually moving closer to a turning point. In particular, the US economy 

may start to slow during the second half of 2018. A year later, it is expected to formally enter recession, 

while the unemployment rate will be rising again. As the eurozone is moving sideways and China’s growth 

continues to moderate, the world economy will look more subdued a few years from now.  

Trump unlikely to change the business cycle 

While the US economy remains relatively buoyant, it is 

gradually running out of steam. Roughly a year from now, 

we expect that the unemployment rate will reach a cyclical 

bottom, after which it will start rising again. Mirroring that, 

growth will be decelerating during the second half of 2018 

and into 2019. At the end of that period, the US economy 

will formally be in recession (Figure 1). 

The main drivers have to do with high and rising capacity 

utilisation. Unemployment is already low in a historical 

perspective. Wage growth, rising interest rates and the 

strong dollar are squeezing profits, which will eventually 

lead to lower investments and finally layoffs, triggering a. 

recessionary spiral (Figure 2).  

Compared to past cycles, the downturn may well turn out 

to be relatively mild. However, given the massive liquidity 

overhang that has been accumulated in recent years, it is 

also fair to say that we are entering uncharted territory. 

The economic recovery since the “great recession” has 

been anything but ordinary. Chances are that the next 

phase will differ from the historical experience as well. 

Will Trump be able to change the likely trajectory? Probably 

not, is our short answer. For one thing, we think that 

Trump’s tax reforms and infrastructure projects will be more 

modest than the forecasting community currently seems to 

believe. While measures on a significant scale would no 

doubt impact the economy, they are very unlikely to change 

the main path. The business cycle remains intact, in our 

view. Given that, after some further tightening, we believe 

the Fed will reverse course in the first half of 2019. 

Limited case for ECB tightening 

The eurozone economy has been a little perkier lately. It 

ended 2016 on a relatively strong note and seems to have 

continued in the same fashion so far this year as well. 

Meanwhile, sentiment surveys are now close to six-year 

highs, and the expansion has become more broad-based, 

with net exports contributing positively. Given also rising 

inflation, markets have started to consider the possibility 

that there may be a case for ECB tightening (Figure 3). 

We think that assessment is premature. It is already late 

in the cycle, and despite nominally high unemployment, 

scarcity of skilled labour is becoming an important issue. 

Although Spain has achieved a significant recovery, 
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productivity growth is generally low in the eurozone, 

which also is burdened by unresolved financial issues. As 

if that were not enough, political risks are still high, despite 

the rather benign outcome in the Dutch election. We thus 

expect lower growth ahead and doubt that the rise in 

headline inflation will be long-lasting enough for the ECB 

to significantly tighten monetary policy. 

The UK economy has proved to be surprisingly resilient. 

However, momentum seems to be weakening now and 

we think that economic growth will decelerate through the 

year (Figure 4). While a good trade deal would benefit 

both the UK and the EU, that does not seem politically 

possible. We nevertheless believe that the UK will avoid 

recession. As for the Netherlands, we think that the strong 

recovery in recent years has room to continue. 

Controlled slowdown in China on track 

In China, the authorities have so far managed to steer 

clear of a hard landing. Growth has indeed been reduced 

in a very gradual fashion in recent years (Figure 5). That 

trend still remains in place. Although China is currently 

experiencing a growth rebound, driven primarily by the 

property market, that uptick will probably be temporary. 

Monetary tightening will slow the overheated property 

sector. The authorities are in a good position to achieve 

their growth targets. 

The emerging economies are a mixed bunch at present. 

Commodity producers such as Brazil and Russia benefit 

from solid Chinese demand and are probably not hurt by a 

move toward more restrictive trade policies under Trump. 

At the same time, the upside potential is limited by com-

modities prices moving sideways. India, by contrast, 

should continue its ascent over the next couple of years. 

Poor Swedish growth outlook 

Growth in Sweden has long been stronger than in most 

peer countries. However, that may primarily be attributed 

to the rapidly expanding labour force, as labour productivity 

growth has not deviated that much. With growth slowing in 

the next couple of years, gains in real GDP per capita look 

very slim. That, however, will not deter the Riksbank from 

starting to tighten monetary policy in April 2018, given that 

the labour market is close to overheating (Figure 6). 

While we have a cautious outlook for Denmark due to 

structural impediments, Finland may be in for a temporary 

bounce this year. In Norway, the mainland economy is 

gaining momentum. We expect it to continue to pick up at 

least through next year. Meanwhile, inflation has dropped 

sharply below Norge Bank’s estimates (Figure 7). That 

may be tolerated as long as inflation expectations remain 

well anchored, but we would still not rule out a rate cut. 

Gunnar Tersman, +46 8 701 2053, gute03@handelsbanken.se 
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Global Macro Forecast  

Temporary growth boost  

The recent improvement in economic data has played into expectations of a self-sustained global 

recovery. We identify three major drivers of the recent pick-up in activity and expect all three to  

wane over the course of the year. Hence, the current global growth boost should be short-lived.  

Following our October Global Macro Forecast, global eco-

nomic activity in general and industrial activity in particular 

appear to be picking up. Since the financial crisis, global 

GDP growth has on balance surprised on the downside 

and forced forecasters to revise estimates lower, particu-

larly evident in the Fed’s view of long-term growth. How-

ever, there have been two episodes of global growth reac-

celeration – with peaks in late 2010 and 2014 (Figure 1). 

Both have spurred expectations of the global economy en-

tering a self-sustained recovery, in which central bank stim-

ulus can be scaled back. This time some hope that fiscal 

policy, primarily in the US, will be the catalyst to unleash 

corporate spending. This would prolong and strengthen the 

recent demand boost, the story goes. While not impossible, 

we think a more likely scenario is that this time will be sim-

ilar to the previous episodes and thus the growth boost will 

wane during the course of the year.   

We see three predominant factors explaining the current 

reacceleration in activity. The first two relate to preceding 

stimulus from central bank policy in advanced economies 

as well as from economic policy in China. The third is the 

rebound in commodity markets, especially in oil prices.  

Waning effect from G3 monetary policy 

With policy interest rates stuck around zero in the major 

advanced economies, central banks have turned to bal-

ance sheets as the de facto policy tool. We use the ag-

gregate balance sheet of G3 (Fed, ECB, Bank of Japan) 

to gauge the stance of policy. The trend in balance sheets 

has been rising ever since 2008, reflecting the use of 

quantitative easing primarily through bond purchases. 

However, the pace of the increase has differed over time.   

As previous episodes in 2010 and 2014, the current pe-

riod of stronger data follows an acceleration in aggregate 

QE from the G3. This time the monetary policy boost 

comes from the ECB and the Bank of Japan in 2015 and 

2016 (Figure 2). As this pushed bond yields lower in Eu-

rope and Japan, it spread to bond markets in the US as 

well. While the effect on demand is difficult to gauge, 

lower bond yields seem to have supported demand during 

the three periods of reaccelerating growth, in particular in 

the US economy. This is indicated by the difference be-

tween US long-term rates and trend GDP growth (Figures 

3 and 4). The rationale is that when rates fall below trend 

growth, this boosts aggregate demand and vice versa.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Macro Forecast, April 5, 2017 

6   

The effect from previous G3 policy stimulus and falling 

rates wanes in the second half of 2017 and in the absence 

of new policy measures turns into a headwind for eco-

nomic momentum next year (Figure 4). 

China policy turns the corner  

Our second factor is Chinese policy. Chinese policymak-

ers’ prime focus is supporting long-term sustainability in 

terms of less export-dependent growth. In the meantime, 

the economy must be kept from either overheating or  fall-

ing into a recession. Chinese monetary policy largely af-

fects the real economy through the property market. More 

accommodative monetary policy accelerates house price 

growth, fuelling construction and industrial activity. At the 

same time, rising property prices increase household 

wealth and therefore support consumption growth. While 

policymakers have a wide range of tools to use, the prop-

erty cycle is most affected by interest rates (Figure 5).  

The recent surge in property prices follows the decline in 

rates as the People’s Bank of China responded to the 

weakness of 2015. Over the past six months policy has 

turned more restrictive and, with history as a guide, the 

response from the housing market and somewhat later 

economic activity in general should be visible over the 

course of 2017.  

Oil boosts US activity short term 

Our third factor boosting activity is the rebound in com-

modity prices. Base metals are closely linked to the Chi-

nese cycle as accelerating construction activity drives de-

mand for these commodities. Improved earnings for min-

ers feeds into the industrial sector more broadly. The 

credit-driven Chinese mini-cycle is however a short-term 

cycle and mining is still a long-term investment business. 

The pick-up in China is therefore not a reason to expect 

increased long-term investments in commodities.   

Oil is a different story, where supply, rather than demand, 

has been the major swing factor for prices. The US pro-

duction surge up until 2015 flooded the global market with 

oil, resulting in a sharp decline in oil prices. As US pro-

duction was scaled back in response to falling prices, this 

dampened investment demand in the oil sector, which 

had negative knock-on effects on the US economy in 

2015 and 2016 (Figure 7). 

Since shale oil has become a commercial source of crude 

oil, the investment cycle in oil is about to shift from long-

term giant field development with production potential up 

to 20 years to short-term development in shale fields of 

less than 15 months of production. This means oil invest-

ments will become much more volatile and will respond 

quicker to price developments. 

US oil producers have managed to lower their production 

costs at a remarkable pace with breakeven oil prices 
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down dramatically from levels only one year ago. OPEC’s 

decision to cut back on production in November last year 

has therefore pushed prices into profitable territory for US 

producers, which has boosted production back to previ-

ous peak levels. We expect production to continue to rise 

throughout most of 2017. This adds to overall demand 

this year as it is likely to show up in increasing investment. 

However, the increase in supply will eventually push oil 

prices back down. Hence, our end-of-year forecast for 

crude oil is USD 40/barrel. 

While these three factors combined have the potential to 

lift economic activity and indeed growth expectations 

somewhat further in 2017, the impact will wane toward the 

end of the year. Hence, the bigger picture of global eco-

nomic growth slowing remains intact.  

What’s priced in? 

The rise in equity markets and risk appetite since the US 

election has generally been perceived as a ‘Trump trade’, 

the idea being that it is driven by expectations of more 

expansionary fiscal policy. In fact, we think improving 

macro data, to a large extent driven by the factors outlined 

above, are important drivers behind the move. We inter-

pret the timing as reflecting a political risk premium in mar-

kets ahead of the US election. As the election passed and 

the world continued to turn, markets removed the risk pre-

mium and returned to price in the turn-up in macro indica-

tors. This suggests that a Clinton victory would by and 

large have led to a similar market response.  

To support this view, we look at the close correlation be-

tween cyclical stocks in the US equity market and pur-

chase manager indices (PMI) for the manufacturing sec-

tor in developed markets (Figure 8). Rising PMI reflects 

increasing industrial activity, which usually feeds through 

to higher earnings expectations. A similar pattern is 

shown in Figure 9, with PMI and the 10-year yield of US 

government bonds. Both of these charts suggest that 

markets have fully priced the recent improvement in 

macro indicators, but do not expect a further increase in 

activity from current levels.  

Claes Måhlén, +46 8 463 4535, clma02@handelsbanken.se 

Martin Jansson +46 8 701 2343, nija03@handelsbanken.se 
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US 

Last hike in Q1 2018, first cut in H1 2019 

The business cycle is maturing and cost pressures are eroding profits. Eventually, the decline in corpo-

rate profits will lead to tighter lending standards, raised risk premiums on corporate loans and the trig-

gering of a recessionary spiral. Our forecast is for growth of around 2 percent in 2017 and 2018, before 

falling sharply to 0.3 percent in 2019, indicating a recession. The Fed is likely to raise interest rates for 

the last time in March 2018 and then start to ease monetary policy in the first half of 2019.  

GDP seems to be slowing. The best leading indicator, the 

Atlanta Fed’s GDPNow forecast, points to 1.0 percent an-

nualised q-o-q growth for the first quarter of this year. 

However, not everyone agrees that economic momentum 

is weakening. Increases in equity prices and government 

bond yields indicate that financial markets still expect a 

persistent Trump-generated economic boost. 

Strong business barometers and stronger-than-expected 

incoming data indicate improving economic prospects 

ahead. However, in our view, incoming data need to be 

weighted by their ability to predict growth and other real 

economic variables, such as unemployment, as such vari-

ables define business cycles and structural economic 

trends. That is what the Atlanta Fed’s GDPNow forecast 

does (Figure 1). Moreover, correlations between real eco-

nomic variables are stronger and more stable than correla-

tions for financial variables, which implies that longer-run 

forecasts should build primarily on real economy variables. 

Although wage growth has been subdued from a histori-

cal perspective, labour costs have risen fast enough to 

erode profit margins (Figure 2). The steady trend of de-

clining productivity growth is another important factor. 

Moreover, the increase in borrowing costs since the mid-

dle of 2016 has slowed demand and squeezed profits. 

Eventually, the accumulated decline in corporate profits 

will lead to tighter lending standards, thereby changing 

the financial and economic dynamic. As with all previous 

recessions, rising risk premiums on corporate loans (to 

reflect increased delinquency expectations) will affect the 

economy adversely. In particular, financially-weak com-

panies will be hit (Figure 3). 

It is unlikely that Trump’s fiscal policy measures can 

change the direction of the business cycle completely. 

Growth above the potential rate, which we assess to be 

1.8 percent, will lead to additional labour market overheat-

ing and wage growth. That will squeeze profits further and 

bring an economic slowdown a step closer.  

The evidence since Trump took office indicates that his 

tax reforms and infrastructure investment programmes 

will be smaller and more delayed than many economists 

anticipated in November last year. Immediately after 

Trump’s victory, our expectation of some fiscal stimuli in 

the second half of this year lifted our growth forecast for 
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2017 by a couple of tenths of a percentage point, although  

we warned about great uncertainty at the time. Due to an 

increased likelihood of smaller and more protracted fiscal 

policy measures from the Trump administration, we lower 

our GDP growth forecast for 2017 by a couple of notches 

and lift growth in 2018 by roughly the same amount.  

Now we forecast 2.0 percent growth for 2017, 2.1 percent 

for 2018 and 0.3 percent for 2019 (Figure 4). The sharp 

decline in 2019 contains three consecutive quarters of de-

clining growth q-o-q, indicating recession. The unemploy-

ment rate will hit a bottom of 4.4 percent in 2017 before 

increasing to 6.0 percent by the end of 2019 (Figure 5). 

According to our forecasts, core inflation excluding food 

and energy will peak at 2.1 percent in 2018 and decline 

to 1.5 percent by the end of 2019 (Figure 6). 

Last hike in Q1 2018, first cut in H1 2019 

We believe that the Fed will raise interest rates three more 

times in the current business cycle: in June and Septem-

ber this year and in March 2018. Thereafter, signals of a 

looming economic slowdown will keep rates on hold until 

the first half of 2019. Fears of a sharp economic slowdown 

are then likely to be strong enough to convince the Fed to 

start cutting interest rates to mitigate the approaching re-

cession. Our forecast is for the central bank to cut interest 

rates by 0.75 percentage point in total by 2019. 

Our forecasts suggest that the Fed waited too long to 

tighten monetary policy. When it did finally start, it only 

increased by 0.25 percentage points per year until De-

cember 2016. It now seems as though the central bank 

has increased the pace: we expect the Fed to deliver 

three rate hikes this year. According to our forecasts, the 

policy rate will peak at 1.625 percent in March 2018, 

which is significantly lower than the Fed officials’ median 

assessment of the longer-run normal rate of 3.0 percent. 

The Fed will therefore not be able to mitigate a recession 

in the same way as it has done in the past, when it typi-

cally eased monetary policy by 3 percentage points. 

We expect the government 10-year bond yield to decline 

gradually ahead as expectations of a swift delivery of 

Trump’s massive fiscal policy measures vanish. Our fore-

cast is for the 10-year yield to reach 2.0 percent by the 

end of 2018, from 2.4 percent at present. The 10-year 

yield is likely to decrease to 1.7 percent by the end of 

2019, driven by Fed easing and recessionary dynamics. 

Petter Lundvik, +46 701 3397, pelu16@handelsbanken.se 

 

Key macroeconomic indicators 

 
Source: Macrobond and Handelsbanken Capital Markets 

Percentage change 2016 2017f 2018f 2019f

GDP 1.6 2.0 2.1 0.3

Public spending 0.8 0.4 1.5 1.6

Household spending 2.7 2.3 2.1 0.6

Residential investment 4.9 8.4 6.1 -1.9

Non-residential investment -0.5 3.5 2.7 -2.0

Inventory investment -0.4 0.0 -0.1 -0.4

Net exports* -0.1 -0.5 -0.1 0.4

Unemployment** 4.9 4.5 4.6 5.3

Core inflation (PCE) 1.7 1.9 2.1 1.7

*Contribut. to  GDP growth   **Percent of the labour force
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Theme: Trump, the US Congress and fiscal policy 

Do not expect a persistent Trump-driven boom 

Most of President Trump’s fiscal expansion ambitions will never become reality, in our view. Financial mar-

kets will eventually realise this and gradually price out expectations of a persistent Trump-driven boom. Ne-

gotiations between the President and Republicans indicate that his tax reforms and infrastructure investment 

programmes will be smaller and delayed for longer than previously anticipated. It is no longer clear that Con-

gress would address the repeal and replacement of Obamacare before dealing with tax reform. 

The combination of a Republican President and Republi-

can majorities in the House and Senate heightens the pro-

spects for enacting comprehensive tax reform, legislation 

to repeal and replace the Affordable Care Act (Obamacare) 

and other major legislation. After many years of divided po-

litical control, the Trump administration and Republican-

controlled Congress will have an opportunity to advance 

key Republican legislative priorities. 

It is important to remember that Trump does not share all 

traditional Republican values. Although his avowed 

agenda to remove political power from Washington and 

give it back to the people is supported by traditional Repub-

licans, the way Trump will carry out this agenda has much 

less support. He mistrusts politicians and believes that the 

best chance to change Washington is to let him rule the US 

in the same way as he ran his own companies. Many Re-

publicans, especially Tea Party members, are afraid that 

Trump, in practice, is strengthening presidential power, ra-

ther than transferring power back to the people. Moreover, 

resistance to debt-financed tax cuts and infrastructure in-

vestment is another important Republican core value.  

Negotiations between the President and Republicans indi-

cate that Trump’s tax reforms and infrastructure investment 

programmes will be smaller and delayed for longer than 

many economists anticipated in November of last year. 

Congressional Republicans, including Senate Majority 

Leader Mitch McConnell and Speaker of the House Paul 

Ryan, had stated that Congress would address repealing 

and replacing Obamacare before dealing with tax reform. 

One reason is that Obamacare is on the top of the Repub-

lican priority list. Another reason is that Republicans in 

Congress hope that a new health insurance programme 

will be less costly than Obamacare and that the savings 

can help to finance comprehensive tax reform. However, 

after House Republicans pulled their legislation about 

Obamacare recently, it is no longer clear that Congress 

would address Obamacare before dealing with tax reform. 

If Congress wants to maintain the current level of health 

insurance coverage, a new health insurance programme 

is not likely to be less costly than the current one. In that 

case, health insurance reform would not help to finance 

the tax reform. Instead, tax cuts must be financed by a 

broadening of the tax base, including the closing of many 

of the current loopholes and exemptions. A one-time 
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source of financing would be to lower the repatriation tax 

on accumulated overseas corporate profits to 10 percent, 

from its current rate of 20 percent, though the EU would 

see that as tax evasion and protest this move. 

We do not believe that Congress can agree on a tax reform 

with large winners and losers. Rather, we expect the tax re-

form to be fairly neutral regarding the federal budget balance 

and the distribution of taxes over different income groups.  

Moreover, many Republican politicians oppose Trump’s in-

frastructure investment programmes being financed by the 

federal budget. Instead, they believe that such programmes 

should primarily be privately financed. Consequently, the 

President and Congress should improve the incentives for 

private sector-led infrastructure investment programmes. 

The focus should therefore be on deregulation to reduce the 

cost of building new toll roads and bridges, for instance by 

removing costly environmental regulations. 

Our view is that most of Trump’s fiscal expansion ambitions 

will never become reality and financial markets gradually will 

price out expectations of a persistent Trump-driven boom. 

Simple or supermajority in the Senate? 

In the Senate, a supermajority of 60 out of 100 votes is gen-

erally needed to advance legislation, while in the House, a 

simple majority is enough to pass new laws. However, to 

pass budget bills in the Senate a simple majority of 51 votes 

is enough. The process is called budget reconciliation and 

can only be used to enact measures that affect the federal 

budget. Moreover, reconciliation is not allowed to add to the 

federal budget deficit beyond the 10-year budget window, 

when dynamic growth effects are taken into account. One 

way to bypass this condition is to set a time limit for some 

tax reform provisions so that they expire within the next 10 

years. In other words, Congress could pass permanent tax 

provisions that are projected to increase the budget deficit 

over the next ten years – if those provisions after the initial 

10-year period are projected to raise tax revenues. In effect, 

the projected long-run budget deficit remains unchanged, 

while tax provisions that are projected to increase the budget 

deficit permanently have to expire within the next ten years. 

The repeal of Obamacare can be made by a simple Sen-

ate majority, while the enactment of a new health insur-

ance programme to replace Obamacare might need a su-

permajority of 60 votes. The tax reform will probably only 

need a simple Senate majority, unless it contains boarder 

taxes that likely would require a reorganisation of the IRS, 

which does not affect the federal budget and therefore 

would require 60 votes to pass the Senate. 

Petter Lundvik, +46 8 701 3397, pelu16@handelsbanken.se 
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Eurozone 

Recovery weakening and only modest pick-up in inflation 

Surprisingly strong sentiment indicators and inflation at 2 percent have lifted growth expectations and 

added to speculation that the ECB is about to enter a more hawkish path. Wage growth is crucial, but 

we are only seeing a gradual rise. In combination with less support from credit growth and a slowdown 

in the economic recovery, we doubt that an expected less accommodative stance from the ECB will be 

followed by a hiking cycle in rates. 

Recovery fading over the next few years 

Economic activity ended 2016 on a fairly high note. This 

has continued in the beginning of 2017, with sentiment sur-

veys reaching close to six-year highs (Figure 1). Addition-

ally, real GDP growth has become more broad based, as 

net exports once again are contributing positively (Figure 

2). Hence, the start of 2017 indicates a firmer recovery, 

which has also been supported by a somewhat larger de-

cline in unemployment than expected. However, there are 

budding signs that domestic demand has stalled (Figure  

2), and so far the high-frequency data for industrial activity 

and retail sales has failed to support the high level of opti-

mism. We maintain our view that growth will moderate this 

year, primarily due to a lower contribution from private con-

sumption. We also maintain that we are at a late stage in 

the business cycle and that there will be no new support 

from monetary policy. Furthermore, we see risks over the 

short run as being mainly on the downside due to political 

issues and potential resurfacing of debt and bank problems 

in the peripheral countries. However, we also see some 

upside potential stemming from looser fiscal policy as well 

a possible greater spillover effect on economic activity from 

increased credit growth and optimism. 

Only modest pick-up in inflation 

Headline inflation has increased a bit more than expected 

and recently reached 2 percent, close to the ECB’s aim of 

below, but close to, 2 percent. However, this is hardly sus-

tainable and has been driven primarily by temporary pos-

itive base effects from the lower energy prices a year ago. 

This effect is set to reverse in the coming months. Hence, 

core inflation has moved sideways over the past couple 

of years, and the ECB has repeatedly stressed that con-

vincing signs of a sustainable rise in core inflation are a 

prerequisite for changing the course of monetary policy. 

The main reason for the muted development in core infla-

tion is the very low increase in service prices combined 

with continued low wage growth. In the past two years, 

actual unemployment has moved closer to structural un-

employment (NAIRU), at which inflation pressure starts to 

emerge. The closing of the NAIRU gap has been espe-

cially fast in the peripheral countries, whereas develop-

ments in France have disappointed somewhat (Figure 3). 

Furthermore, more businesses are reporting labour scar-

city as a main factor limiting production. However, we see 
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several reasons why wage pressure will not emerge in 

earnest in the near term: 1) the lag between headline in-

flation and negotiated wage growth is approximately one 

year; 2) labour market slack is bigger than the official un-

employment figures suggest due to fewer full-time work-

ers (Figure 4); 3) poor productivity growth especially 

within the periphery and even Germany gives less room 

for wage growth, 4) jobless benefits were cut in the wake 

of the crisis; 5) the influx of immigrants. 

This said, we see some scope for core inflation to pick up 

this year. There will likely be some spillover from the in-

crease in headline inflation, and wage growth should rise 

somewhat due to increasing scarcity combined with ne-

gotiated wages climbing (Figure 5). But a rise is expected 

to be gradual and to stagnate next year at comfortably 

below 2 percent. 

Credit growth support to wane  

The ECB stimulus measures have undoubtedly contributed 

to the firmer recovery that we have seen over the past two 

years. Credit growth has increased equally among house-

holds and enterprises. However, the increase in credit 

growth has stalled lately and the credit impulse, which 

measures the change in credit growth in order to make it 

comparable with GDP data, has reversed tack and become 

negative (Figure 6). This indicates less support for eco-

nomic growth and inflation later this year. Looking at the 

ECB lending survey, we have also seen loan demand 

growth falling for both enterprises and households (Figure 

7). This is important as the demand side in recent years 

has proven a better explanation of actual credit growth than 

lending conditions among banks. Private sector indebted-

ness has fallen to approximately 100 percent of GDP from 

the peak of 118 percent in 2010, especially due to delever-

aging among enterprises. The still high level will probably 

keep the focus on deleveraging ahead. 

The ECB’s generous liquidity provisions are still crucial to  

support growth and will probably not be abandoned any 

time soon. However, the ECB has seen problems in im-

plementing the asset purchasing programmes (APP) and 

has probably recognised that the real economic return of 

continued increases in the balance sheet is diminishing 

(Figure 8). Hence, the ECB is likely keen on tapering the 

APP as soon as possible, which was likely also a reason 

why it lowered the size of the monthly purchases in De-

cember 2016 while keeping a flexible approach on the du-

ration of the programme. 

ECB becoming more balanced 

The ECB should be fairly optimistic given the signals of a 

‘firm’ recovery (Figure 9) and increasing inflation. At the 

latest policy meeting, we saw incremental steps toward a 

more balanced view on the economy from ECB President 

Draghi. As we expect wage growth and core inflation to 

pick up gradually and as tightening tendencies emerge 

among other central banks, we see scope for the ECB to 
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become more balanced during the year, skipping the eas-

ing bias of the possibility of lower rates. 

We nonetheless still doubt that the ECB will introduce a 

de facto tightening this year, but we recognise that spec-

ulation about tapering of the APP this year could  gain 

further support. We expect the ECB to announce tapering 

of the APP later this year taking effect early 2018 and sub-

sequently end the programmes within six months. We see 

risks tilted toward a more sudden stop to the APP.  

As we expect the recovery to fade in the coming years, 

the window of opportunity for the ECB to remove accom-

modation, if it wishes to do so, is expected to close in late 

2018, which could speed up a possible tightening of mon-

etary policy relative to our earlier view of a first hike in the 

deposit rate at the end of 2018. A rate hike should follow 

tapering of the APP, but we do not believe that full taper-

ing is a necessary prerequisite for a hike. Hence, we now 

expect a deposit rate hike of 10 basis points around mid-

2018 and a further one in the autumn. This said, our rela-

tively downbeat forecast of the economy tells us that this 

is hardly the beginning of a tightening cycle and, if any-

thing, the risk is that the ECB will not hike rates at all. The 

expected rate hikes is to be seen as a normalisation of 

the ultra-easy monetary policy more than a pre-emptive 

move by the ECB due to risks of an overheating economy.    

Rasmus Gudum-Sessingø, +45 46791619, ragu02@handelsbanken.dk 
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Percentage change 2016 2017f 2018f 2019f

GDP 1.7 1.5 1.2 1.1

Household cons. 1.7 1.4 1.2 1.2

Investments 2.9 2.0 1.8 1.5

Net export* -0.2 0.2 0.1 0.0

Unemployment** 10.0 9.4 9.2 9.2

Inflation 0.2 1.6 1.4 1.3

Policy rate (dep. rate) -0.40 -0.40 -0.20 -0.20

* Contribution to  GDP growth  **Percent o f the labour force

Key variables
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Eurozone. Theme article  

Light at the end of the tunnel for eurozone credits? 

The low credit growth for non-financial corporations in the eurozone has been seen as one reason behind the 

slow economic recovery across the region. The ECB has aimed explicitly at promoting credit growth with ex-

pansionary monetary policy and targeted credit easing measures. The demand has been there, yet credit 

growth has fallen for a number of years. A weak banking sector has been one of the reasons behind this drop. 

A shift in the trend materialised in 2016, but there are still obstacles to a continued positive trend. 

The ECB, through its increasingly expansionary monetary 

policy, has wanted to support economic growth by stimu-

lating credit growth to non-financial corporations. The mon-

etary policy measures that have been used toward this 

goal include lowering interest rates, extensive bond pur-

chases and targeted measures to provide the banking sec-

tor with cheap funding of credits to the non-financial sector. 

To promote credit growth is thus a central aspect of the 

ECB’s policy from a cyclical perspective. The overall in-

debtedness of government, corporates and households is 

seen by many observers as alarmingly high, but is a struc-

tural issue that the ECB does not relate to.  

Has the tactic been successful? 

The aim with bond purchases has been to push the longer 

interest rates down.  

The ECB not only buys government bonds from each eu-

rozone member country (except Greece), but also other 

types of credit instruments. The effect, however, is most 

clear for government interest rates. The increasing bal-

ance sheets, through the bond purchases, have clearly 

pushed the long government bond rates down, although 

the interest rate movements are affected by a number of 

other aspects (Figure 1).    

Credit growth to the non-financial sector slowed dramati-

cally after the financial crisis broke out (Figure 2). From 

2013 and onward, credit growth fell below zero, i.e. total 

credits to the non-financial sector fell. The problem has 

not been the demand for credits, which has been increas-

ing. But rather that the eurozone banks have simply not 

met the aggregate demand for credits. However, in 2016 

the trend shifted and the overall credit volume increased.  

Eurozone vs. Sweden 

Demand for credit from corporates is a function of many 

variables, both cyclical and structural. A structural factor 

that acts to reduce credit growth is  the increasing propor-

tion of bond financing in recent years. However, for the ma-

jority of companies, bank financing is the only way to fi-

nance an investment. The availability of credit is therefore 

crucial for economic growth. From an economic perspec-

tive, Sweden has managed well during the years following 

the financial crisis. It can be noted that the growth of credit 

to the corporate sector in Sweden has been higher than in 
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the eurozone. Only a short period in 2010-11 showed a 

negative credit growth (Figure 3). The trend in Sweden is 

thus a stark contrast to that of the eurozone. Although 

higher growth has a positive on credit growth, it is reason-

able to assume that the relatively good state of Swedish 

banks has facilitated credit growth.  

The way ahead: will banks support credit demand? 

A restraining factor for credit growth in the eurozone has 

been the troubled banking sector. In some countries, such 

as Italy, the situation is worse than in others, but the Eu-

ropean banking sector in general has been under pres-

sure in recent years.  

The problems consist of low capitalisation, low profitability 

and a high proportion of bad loans (Figure 4 and 5). All 

credits require a certain amount of capital. If capital in the 

banking sector is a scarce resource, low capitalisation is 

one factor behind slow credit growth. A low profitability 

means that the capital-generating process within the bank-

ing sector is weak. A high proportion of bad loans points to 

a high probability of future credit losses. Credit losses are 

in themselves capital-consuming, and the circle is closed. 

It is then of course impossible to say which of these as-

pects is a consequence of the other. Overall, however, they 

do not comprise a good environment for credit growth, alt-

hough the cost of financing is low (i.e. the interest is low). 

Compared to their eurozone peers, Swedish banks in gen-

eral are higher capitalised, and have higher profitability and 

a low degree of bad loans. 

One solution would be to increase bank capitalisation 

through the issuance of additional shares or issuing equity 

instruments. For some banks these channels are probably 

more or less closed. However, there are also questions 

about the basis of the banking sector as a whole. A low bank 

share valuation on the stock exchange gives less muscle to 

promote credit growth. With each EUR in equity valued at a 

large discount on the stock exchange, banks are reluctant to 

increase their balance sheets, as credits are capital-con-

suming and a weak valuation makes it difficult to attract new 

capital. The relationship, price-to-book, has proven to be a 

good forward-looking indicator for credit growth (Figure 6). 

Looking ahead, there are some question marks about fu-

ture developments. The banks were under pressure in 

2016, which points to a low willingness to increase credits 

in the quarters ahead. The structural problems described 

above and an unexpected result in any of the elections 

held in Europe during the year can once again put the 

spotlight on banks. There are plenty of potential obstacles 

that can turn last year's positive trend. 

Andreas Skogelid, +46 8 701 5680, ansk03@handelsbanken.se 
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United Kingdom  

Starting to look weaker 

The UK economy has continued to be surprisingly resilient, but momentum now seems to be weak-

ening. We expect economic growth to decelerate through the year. While a good trade deal would 

benefit the UK and the EU, in our view, such a deal does not look politically possible. In any case, 

we believe reduced uncertainty will be good for the market and expect economic growth to pick up 

somewhat in 2019. We think the Bank of England will be unable to increase the bank rate during 

our forecast period. 

 

Momentum seems too slow 

The resilience of the UK economy has continued to sur-

prise both us and the Bank of England. GDP growth in Q4 

last year was 0.7 percent, up from 0.6 percent in Q3. De-

spite the Brexit vote, the UK economy grew the most of 

all G7 economies last year. The backbone of such solid 

growth has been the UK services sector, which accounted 

for almost all economic growth in the second half of last 

year. Retail sales in particular have shown strong growth.  

After an initial collapse following the Brexit vote, economic 

momentum rebounded and held up well into the new year. 

However, momentum now seems to be weakening. Retail 

sales have surprised to the downside since December. 

Also, sentiment in the services sector, while still rather 

high, contracted notably in February and March. Retail 

sentiment has also moved sharply lower and consumer 

confidence has drifted lower since September. That could 

be the start of the weaker trend we have anticipated, as 

we expect household real income growth to be weakened 

by accelerating inflation and subdued wage growth this 

year. During 2017, we expect quarterly GDP growth to 

decelerate to a quarterly pace of 0.3 percent and for 

growth to remain subdued throughout next year. 

Politics dominating economics 

After the UK parliament gave the government the green 

light, Article 50 was triggered on March 29. We think 

May’s hopes for “as few barriers to trade as possible” with 

the EU while also wanting to control borders and negoti-

ate trade deals with other countries are unrealistic. The 

EU has repeatedly warned that the UK cannot cherry-pick 

and recent signals from the EU have been quite aggres-

sive. Chancellor Merkel, who was previously hoped to be 

an advocate of giving the UK a break, recently said that 

the chief aim of Brexit talks will be to stop the UK from 

dividing the EU.  

While a good trade deal would benefit both parties, such 

a deal does not seem politically possible. Our view is that 

politics will dominate economics during Brexit talks. Sev-

eral difficulties have already arisen. The UK wants to se-

cure a trade deal with the EU within two years, which 

would require negotiations on the divorce formalities and 
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trade to run in parallel, while the EU has insisted that the 

divorce issues must be dealt with first. Also, the EU has 

claimed that the UK must pay a separation bill, estimated 

at EUR 60bn, to settle previously-promised engage-

ments, while the UK government has denied that it is re-

quired to pay a settlement bill.  

In her big speech in January, Prime Minister May warned 

that the UK would be prepared to leave the EU without a 

trade deal and said that “no deal is better than a bad deal”. 

In our view, there is a large risk of no deal being reached. 

Our base case is that some agreement will be reached, 

but we expect the deal to fall far short of what the UK gov-

ernment wants. The future of the UK was recently called 

into question again when Scotland decided to hold a sec-

ond independence referendum. 

Bank of England forced to continue easing 

We assume that the UK will leave the EU in April 2019. 

There will probably be a transitionary phase, so the UK 

will not “fall off a cliff”. However, the transition period will 

probably be less beneficial than EU membership and the 

rules that will apply during the transition phase will also 

be subject to negotiations. We believe an outline of the 

future should start to emerge over the next two years, 

thereby dampening economic growth initially. We believe 

reduced uncertainty will be good for the market and ex-

pect economic growth to eventually pick up somewhat. 

However, we believe international developments, includ-

ing a weakened US economy, will contribute toward 

dampening UK GDP growth from 2019.   

The UK economy will get no help from fiscal policy, which 

is expected to act as a drag over the coming five years. 

We believe the Bank of England will be forced to keep its 

expansionary policy in place for the whole of our forecast 

period. The market path for the bank rate that the Bank of 

England conditioned its forecasts upon in February as-

sumes that the bank rate is raised by 25 basis points by 

Q1 2019. Thereafter, the market path implies a probability 

of around 50 percent of the rate being lifted once more by 

the end of 2019. Due to international headwinds, we think 

that the Bank of England will have to keep the bank rate 

unchanged at 0.25 percent for the next three years. 

Kari Due-Andresen, +47 2239 7007, kadu01@handelsbanken.no 

 

 

 

 

 

 
 

 

 

 
 

 

 

  

Key variables 2016 2017f 2018f 2019f

GDP 1.8 1.9 1.2 1.4

Unemployment 4.9 5.0 5.2 5.2

Inflation 0.7 2.5 2.6 2.1

Policy rate 0.25 0.25 0.25 0.25

EUR/GBP (end of year) 0.85 0.88 0.88 0.88



Macro Forecast, April 5, 2017 

 19 

Netherlands  

This populist domino did not fall 

The Dutch election proved to be a defeat for populist pressures and we believe the strong economic 

recovery of recent years has room to continue for a while. However, there are still downside risks to 

the outlook; moreover, we argue that reforms will be needed if growth is to be sustained.  

Fears of a populist surge and subsequent uncertainty 

about Dutch membership in the EU were laid to rest follow-

ing the general election on March 15. Even though the eu-

rosceptic, anti-immigration Party for Freedom (PVV) 

emerged as the second-largest party, the result was far 

from what polls suggested at the highpoint of the European 

immigration crisis and even as late as at the turn of the year 

(Figure 1). It is now even more certain that the PVV will not 

be included in government and incumbent Prime Minister 

Rutte’s party (VVD) will most likely lead a governing coali-

tion again, although it could take some time before a new 

government is formed. Nonetheless, we expect this to have 

only a limited economic impact.  

As such, we argue that the strong economic recovery should 

have room to continue for a while. The economy expanded 

by 2.1 percent last year and key figures point to a solid be-

ginning to 2017 as well. Both producer and consumer confi-

dence have risen to their highest points since the financial 

crisis (Figure 2) and we expect the economy to grow close 

to 2 percent in 2017, well above our previous biannual fore-

cast of 1.0 percent. However, we still expect lower growth 

among the main trading partners of the Netherlands, less 

pent-up demand for housing investments and higher infla-

tion to dampen the recovery; thus, we expect GDP growth 

to slow in 2018. We expect a more pronounced slowdown in 

global economic activity to halt the recovery further in 2019.  

Despite the economy currently being on solid footing, we still 

see downside risks to our outlook, particularly in 2018 and 

beyond, mainly due to international uncertainty. A hard 

Brexit with trade restrictions would slow exports to the UK 

and the policies of President Trump could result in a global 

trade war that would be harmful for a small open economy 

like the Netherlands. Even though the Dutch election proved 

to be a loss for the populist movement in Europe, uncertainty 

from elections elsewhere in the eurozone has the potential 

to slow growth more than expected. On the domestic side, 

we argue that reforms are needed in order to increase the 

potential growth rate of the economy, which we currently es-

timate at around 1.25 percent. Without any change in policy, 

we would expect economic growth to gradually fall back on 

its own beyond 2018. On the upside, the Dutch economy is 

healthy with relatively low and falling government debt, and 

small budget surpluses are expected for 2017 and 2018 

(Figure 3). This leaves room for structurally sound fiscal pol-

icies that could bolster the outlook in a positive way. 

Jes Asmussen, +45 4679 1203, jeas01@handelsbanken.dk 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Percentage change 2016 2017f 2018f 2019f

GDP 2.1 2.0 1.7 0.9

Unemployment (%) 6.0 5.1 4.7 5.1

Harmonised inflation 0.1 1.3 1.5 1.5

Source: Handelsbanken and Macrobond

Key variables
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China  

Growth rebound extended 

The property market boom in China has continued despite measures to dampen it, and that has 

prolonged the growth rebound of the overall economy into 2017. The official growth target has been 

lowered slightly for this year and we see growth slowing gradually as well. 

The economy started 2017 on a solid note. The growth 

rebound that started in early 2016 has continued in the 

first few months of this year as indicated by the increase 

in our own activity indicator (Figure 1). The rebound has 

lasted a little longer than we anticipated but we still ex-

pect economic growth to slow ahead.  

The rebound is primarily driven by the property market, 

where housing prices, sales and construction invest-

ments continue to impress. The authorities are, however, 

keen on dampening both housing price increases and 

high credit growth and have tightened housing lending 

regulations, which should soon become visible. 

Money market rates have also been pushed higher via 

hikes of the rates at which commercial banks can borrow 

from the central bank. The slightly higher money market 

rate should in theory mean higher borrowing costs also 

for households and firms. But it is worth mentioning that 

the authorities have not raised the 1-year benchmark 

lending rate. Despite the interest rate liberalisation a few 

years ago, the interest rates that most borrowers pay for 

borrowing from the commercial banks are still tied to the 

benchmark rate. 

Fiscal policy to be loosened 

Despite the measures targeted at the housing market 

and the slightly tighter monetary policy, we believe fiscal 

policy will likely still be loosened ahead. The official GDP 

growth target was lowered to “around 6.5 percent” in 

2017 from “between 6.5 and 7 percent” in 2016 (Figure 

2). However, even the lowered target will be challenging 

to achieve and will require further fiscal stimulus. The tar-

get is not unreachable, though, and we see growth slow-

ing from 6.7 percent in 2016 to 6.4 percent in 2017, with 

a further gradual but not dramatic slowdown over the 

forecast period. Risks are on the upside to our forecast, 

as the current solid momentum might continue. 

Committed to keep the exchange rate stable 

The authorities seem more committed than earlier to 

their pledge to keep the effective exchange rate “basi-

cally stable”. With our forecast of a generally stronger 

USD in the short run but weaker in 2018-19, that should 

translate to a weakening of the CNY versus the USD in 

the short term but a stronger CNY in the longer run. 

Bjarke Roed-Frederiksen, +46 4679 1229, bjro03@handelsbanken.dk 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: The growth targets for the various years are as follows: 
2008-11: 8%, 2012: 7.5%, 2013-14: “around 7.5%”, 2015: 
“around 7%”, 2016: “between 6.5% and 7%”, 2017: “around 
6.5%”. 

 

 
 

 

 

2016 2017f 2018f 2019f

GDP growth 6.7 6.4 6.1 5.8

USD/CNY 6.9 7.1 6.8 6.5

Source: Macrobond

Key variables
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Sweden 

Maturing cycle and poor outlook on per-capita growth 

We expect GDP growth to slow in the years ahead, and we believe this slowdown will be driven by 

weaker growth in both exports and investments. Given that population growth is set to accelerate, 

slowing GDP growth points to a poor growth outlook in per-capita terms. Yet this is unlikely to impact 

inflation. We forecast a slow rise in CPIF inflation and a first Riksbank rate hike in April next year. 

Economic growth boosted by population growth 

GDP growth in Sweden over the past three years has av-

eraged some 3.2 percent. Historically high population 

growth during these years (on average 1.1) has clearly 

buoyed economic growth (Figure 1). Per-capita growth in 

2014-16 has clearly been less stellar, averaging 2.3 per-

cent. In this light, the increase in employment (1.4 percent 

on average) should not be seen as surprisingly strong ei-

ther. On the one hand, the employment rate has reached 

record highs. But on the other hand, unemployment is still 

quite high at slightly below 7 percent. Two crucial questions 

for the Swedish outlook are: 1) whether high population 

growth will persist, and 2) how demographics will affect the 

demand and supply sides of the economy ahead. 

Population rise set to steepen in coming years 

Clearly, future migration flows and policies are uncertain. 

What is certain though is the large number of immigrants 

that have entered Sweden in recent years. A large part of 

this group is still outside the population data. But as the bulk 

of these persons likely will stay in Sweden, they should 

gradually emerge in population data in the years ahead. 

This is a main driver of the projected rapid rise in the total 

population, on average by 1.6 percent in 2017-19 according 

to Statistics Sweden (SCB), an outlook we see no reason 

to second-guess. So we can say for sure that population 

growth will trend high; the rise in coming years will likely be 

steeper and population growth in Sweden will outpace that 

in peer markets (Figure 2). But any boost to the supply side 

lies much further ahead, we think. While demographics 

have a clear impact in the long run, they normally have an 

insignificant bearing on short-term demand swings. 

Per-capita growth to stagnate below 0.5 percent 

Given persistent high employment gaps for low-skilled la-

bour and foreign-born persons, we are sceptical of any 

short-term supply-side demographic boost, unless accom-

modative policies are launched. Short term, any major sup-

ply-side boost from the rapid population rise seems very un-

likely, considering the current moderate economic boom. 

This does not contradict that the population rise could boost 

demand growth. But we are quite hesitant about any greater 

impact on demand. While the influx of refugees lifts public 

expenditure, there are clear limits and bottlenecks in this 

process, both among local authorities and within the Swe-

dish Migration Agency. Hence, crowding-out of other activ-

ities, long lags and squeeze of per-user services (cost) hold 
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back any faster expenditure rise. As for private consump-

tion, refugee immigrants on average have low wealth and 

low incomes. So while the propensity to consume within 

these groups could be very high, this should not be any de-

cisive factor for consumption growth in total. To sum up, we 

expect a negative demographic impact on per-capita GDP 

growth: demand growth is set to slow while the population 

should inevitably rise. We forecast GDP to grow by 2.0 per-

cent on average in 2017-19. Given Statistics Sweden’s pop-

ulation forecast, this outlook indicates per-capita GDP 

growth below 0.5 percent for 2017-19. 

Recent export rise unlikely to give lasting GDP boost 

We estimate that the GDP gap is currently positive but ra-

ther small, not at all as stretched as during booms of the 

past (Figure 3). Based on the fact that the recovery phase 

has been long, that growth peaked early (a year ago) and 

that the current boom appears soft, we expect a protracted 

slowdown. As usual, the main drivers of the Swedish GDP 

cycle ahead should be exports and investments. Looking 

at the demand side, the pull from exports and investments 

does not seem that stretched currently (Figure 4). But from 

the recent upsurge in goods exports and upbeat surveys, 

there might be upside to our GDP forecast for 2017: a sec-

ond burst of demand growth could perhaps materialise. 

Yet, we would like to moderate the notion of a ‘sharp rise’, 

as this rise primarily is seen so far in current prices (and 

not constant prices) (Figure 5). The rise should have much 

to do with the hefty acceleration in global producer prices. 

In stark contrast to the previous decade, exports have been 

a weak demand driver since 2008, highly contingent on the 

downward trend for the trade share in global GDP post Leh-

man. Currently, we would argue that prospects of a lasting 

boom in global trade appear weak. For Swedish exports, a 

forecast appreciation of the SEK is another headwind. In 

parallel, weakening growth in profits should hamper busi-

ness sector investments. As to residential investments, 

which are currently high, we see a limited upside. And most 

likely, the weaker growth in exports and investments will not 

be offset by any marked strengthening in consumption. 

Thus we expect that domestic demand growth will slow. 

Monetary tightening ahead but still soft stance 

As GDP growth should have peaked already, we expect the 

labour market to gradually cool off in 2018. Still, there are 

only weak signs of any accelerating cost pressure. And we 

don't expect any really strong push effects on inflation this 

time. Over the past 18 months, CPIF inflation has seen a 

steady rise. Our projection puts CPIF inflation at 1.5-2.0 per-

cent this year, but not until Q1 next year CPIF inflation 

shoots above 2.0 percent. This is the basis for our monetary 

policy forecast: we expect a first Riksbank rate hike in April 

2018. But while monetary policy will tighten, the hiking cycle 

will probably not reach very far in 2019. 

Anders Brunstedt, +46 701 54 32, anbr42@handelsbanken.se 
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Emerging markets  

Back in vogue, but positive cycle is not guaranteed 

Capital inflows have returned to the emerging markets (EM), easing financing conditions. The US and 

China have contributed to the progress of the emerging economies. However, how the Chinese credit 

cycle and the Trump administration’s policy agenda evolve are vital ingredients for EM growth ahead.  

Emerging market assets are back in vogue. With a clear re-

covery in the business cycles across the block since mid-

2016, capital inflows have returned (Figure 1) and financing 

conditions have eased. With inflation rising due to higher 

commodity prices, the EM assets offer investors a decent 

real yield. As long as investors remain confident that we are 

in a synchronised global upturn, with the pick-up reaching 

the developed and emerging world, they seem willing to take 

on EM risk. There is optimism that largely stems from the 

expectation that the economic recovery in China is going to 

continue. China plays an important role for the EM’s liveli-

hood, and its reflation has lifted Chinese corporates’ profita-

bility, and also the profitability of manufacturing companies 

elsewhere in the sphere (Figure 2). 

China and the US help emerging world to grow 

China’s recovery is linked to the rest of the EM block partly 

via commodity markets. Chinese efforts to stimulate growth 

by pumping more credit to the economy have fuelled con-

struction investments, which in turn has helped to raise com-

modity prices and therefore helped EM commodity produc-

ers. How the Chinese credit cycle evolves from here is criti-

cal. Robust credit growth in China would support Chinese 

GDP and commodity prices. Yet, this would add to China’s 

debt burden. Chinese authorities are starting to reign in 

credit growth by tightening monetary policy. For emerging 

market activity, 2017 may be a year of two halves.  

Big emerging market exporters, from producers of commod-

ities such as Brazil to producers of electronics such as Tai-

wan and South Korea, have seen surging exports in January-

February (Figure 3). This signals improved demand in the 

world economy. The US has played its part by sending more 

dollars as payment for its imports. In January, the value of US 

imports rose by 12 percent from the previous year, the high-

est growth rate since November 2011 (Figure 4).  

A big question mark about EM growth is the Trump admin-

istration’s policy changes. The US fiscal stimulus would be 

welcome for the emerging economies, as part of this stim-

ulus would leak abroad. However, if the US government 

adopts protectionist policy measures, the support for the 

EM economies could be marginal. This would force them 

to rely more on Europe and China and domestic demand 

for overall economic growth. 

Southeast Asia exposed to global trade trends 

Despite an acceleration in export and industry output 

growth in late 2016 and early 2017, average Southeast 
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Asian manufacturing PMI weakened in February. This indi-

cates that the build-up of external demand is no longer in-

tensifying (Figure 5). However, vast monetary policy in the 

region continues to underpin overall growth. The region is 

sensitive to trends in world trade; hence, any protectionist 

measures from Washington would hurt this relatively open 

trade-driven region. Hong Kong, Taiwan, South Korea, Vi-

etnam and Cambodia would be particularly exposed. 

India’s growth conditions remain favourable 

GDP in India grew by 7.0 percent in the last quarter of 

2016. 6.5 percent was expected. International investors’ 

faith in Modi and his reform agenda remains strong. The 

INR, which weakened against the USD immediately after 

Trump’s victory in the US presidential election, has re-

bounded and is now stronger than before Trump’s victory. 

In addition, financial conditions remain favourable. Since 

January 2015, the Reserve Bank of India has been cutting 

the policy rate, which is now 6.5 percent. There may be 

further cuts as consumer inflation is slightly below the cen-

tral bank’s target of 4 percent. 

Brazil is finally turning around 

In Brazil, GDP is set to finally turn positive again. The out-

look has improved as political fears have abated. More im-

portantly, inflation has reduced to normal levels, leaving 

room for the central bank to cut rates quickly. This should, 

in combination with a gradual increase in confidence 

among companies, pave the way for an investment-driven 

recovery. 

Central Europe robust, Russia recovering 

While the recession in the oil-dependent Russian economy 

seems to be over, the recovery is expected to be lacklustre 

(Figure 6). We still expect growth in the low single digits 

over the next couple of years. The commodity sphere is still 

the backbone of the economy and given that we also be-

lieve that oil prices are set to reverse course, we see no 

reason to change our gloomy growth forecast.  

The Central European economies should continue to do rel-

atively well. Growth is robust, although modest when com-

pared with the past (Figure 6). While low growth in Western 

Europe is a factor in that context, domestic policies may also 

play a role as the narrowing of the gap compared with the 

advance economies is proceeding more slowly. Growth may 

also be curbed by cyclical factors. However, while upside 

surprises in inflation could be a sign of labour market tight-

ness, higher prices for oil and other commodities would 

seem a more plausible explanation. Central banks are still 

hesitating whether to tighten monetary policy despite current 

inflation being set to exceed their official targets. 

Bjarke Roed-Frederiksen:+45 4679 1229, bjro03@handelsbanken.dk 

Gunnar Tersman: +46 8 701 2053, gute03@handelsbanken.se 

Petter Lundvik: +46 8 701 3397, pelu16@handelsbanken.se 

Tiina Helenius: +358 10 444 2404, tihe01@handelsbanken.se 
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Norway  

Low inflation could be a greater cause for concern 

The mainland economy is gradually gaining momentum, although the drivers for growth are mixed. 

Inflation has dropped sharply and is well below Norges Bank’s previous estimates. Norges Bank has 

now acknowledged that underlying prices pressures are significantly weaker than previously ex-

pected. Our base case is that this will be tolerated as long as inflation expectations remain well-

anchored. However, worryingly low inflation, or ‘lowflation’, could bring a rate cut back to the table. 

The mainland economy expanded by 0.8 percent in 2016, 

following 1.1 percent in 2015. However, the slowing of the 

annual rate in 2016 was mostly due to a weak overhang 

from the previous year; i.e., the quarterly pace did in fact 

increase slightly (Figure 1). We continue to expect the 

economy to gain some further momentum, broadly in line 

with our previous estimates.  

Further near-term contractions in oil investments 

Petroleum investments fell by around 15 percent last 

year, following a similar decline in 2015 (Figure 2). Ac-

cording to the latest investment survey, the annual growth 

rate for 2017 will also be starkly negative, at around -10 

percent. This estimate requires further quarterly contrac-

tions throughout the year, given what we deem was a 

temporary increase in investments by year-end 2016.  

However, from early next year and onward we expect pe-

troleum investments to increase marginally. This is broadly 

in line with the January estimates from the Norwegian Pe-

troleum Directorate (Sokkelåret 2016). That said, downside 

risks to this outlook have become more pronounced since 

our latest Monthly Macro Update in February, given that oil 

prices have shifted significantly downward. But so far the 

downshift has not been severe enough to alter already 

agreed-upon investment plans, in our view.  

Residential investments to gradually moderate 

We have repeatedly highlighted the weak fundamentals 

for consumption growth, but overall household spending 

has still fallen a bit short of forecasts. In the near term, 

however, this seems to be offset by somewhat higher 

growth for residential investment activity. Again, this must 

be viewed in the context of the sharp price acceleration in 

the housing market (Figure 3). That said, general expec-

tations are for more moderate price growth ahead, which 

will also have a more dampening effect on the growth rate 

for residential investments.  

Brighter export outlook, following a dismal 2016 

The level of mainland exports1 hit a peak in Q4 2015 be-

fore turning downward. A part of the downturn last year 

was due to lower global oil investments, which acted as a 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
1 Sum of traditional goods, travel services, petroleum services and other services. 
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drag on exports of machinery and equipment. Some sec-

tors were also burdened by disruptions on the supply 

side. Generally speaking, however, the downturn in main-

land exports was broad-based, which we also view in the 

context of slow global growth, especially in the first half of 

2016. In any case, the outlook is clearly more positive, as 

global growth is picking up. Some of this impulse may be 

softened by a stronger NOK exchange rate, but the net 

effect will still be positive for mainland GDP.   

A more constrained outlook for fiscal policy 

On the other hand, there is a clear outlook for lower con-

tributions stemming from spending the revenue gener-

ated by petroleum activities and fund investments. Reve-

nue spending last year added as much as 0.8 p.p. to GDP 

growth, as calculated by the so-called fiscal impulse (i.e. 

the change in the structural non-oil deficit as a percent of 

trend GDP). The fiscal outlook for this year implies a halv-

ing of the impulse. Looking ahead, we expect the impulse 

to decline toward zero, due to the adjustment in the ex-

pected rate of return in the fiscal policies guidelines. This 

is because the government has proposed lowering the re-

turn estimate from 4 to 3 percent (Figure 4). 

To sum it up, the outlook for the real economy continues 

to be a mixed bag. Overall, however, we continue to fore-

see some further improvements, broadly in line with the 

updated signals from Norges Bank’s Regional Network.   

Lowflation for the foreseeable future 

Since our previous Monthly Macro Update, downside 

risks to inflation have become even more pronounced. 

Norges Bank has taken this into account and now admits 

that underlying prices pressures are far weaker than pre-

viously expected. The lowflation outlook was the key con-

tributor to the lowering of the policy rate path in March. 

We continue to expect core inflation will eventually hover 

at around 1¼  percent, as an annual average (Figure 5).     

Non-negligible downside risk to the policy rate  

Our inflation outlook is a touch below Norges Bank’s up-

dated projections. We suspect that Norges Bank will tol-

erate some lower-than-projected inflation, as long as in-

flation expectations remain well-anchored. However, we 

should not rule out the possibility of a more worrying low-

flation scenario. If that were to materialise, a rate cut could 

be back on the agenda. But for now our base case con-

tinues to be that Norges Bank keeps its policy rate on hold 

for the foreseeable future (Figure 6).   

Marius Gonsholt Hov, +47 2239 7349, maho60@handelsbanken.no 

 

 

 

 

 
 

 

Key variables 2016 2017f 2018f 2019f

Mainland GDP 0.8 1.6 1.9 2.0

Unemployment (LFS) 4.7 4.2 4.1 4.0

CPI-ATE 3.0 1.2 1.2 1.2

Policy rate (end of year) 0.50 0.50 0.50 0.50

EUR/NOK (end of year) 9.09 9.00 8.75 8.60
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Denmark  

At the mercy of global uncertainties 

Major revisions to the national accounts have painted a less downbeat picture of the economic recov-

ery, which even gained some speed last year. We have lifted our GDP growth expectations for this 

year and next, but we still expect growth to be lower than prior to the financial crisis as structural 

issues dampen the growth potential. Looking ahead, we expect a moderation in private consumption 

growth and accelerating weaknesses in several of Denmark’s trading partners to slow the recovery. 

A stronger recovery, but still subdued 

Following the export-led recession in the second half of 

2015, the Danish economy performed relatively well last 

year. GDP growth ended at 1.3 percent for full-year 2016, 

which was a slowdown compared to the two previous 

years, but this was mainly due to the weak starting point, 

and the recovery actually seemed to gain speed last year. 

In general, major revisions to national accounts last au-

tumn have painted a more benign picture of the Danish 

economy, which now appears to have been in a stronger 

recovery since the end of 2012 than earlier assumed. For 

this year we expect growth at 1.4 percent, but we forecast 

growth to moderate in 2018 followed by a more marked 

slowdown in 2019, mainly caused by accelerating weak-

nesses in global economic activity but also due to supply-

side constraints. Risks to our outlook are, in our view, still 

skewed to the downside, and are mainly due to interna-

tional uncertainties.  

Thus, the picture is still that GDP growth has been and will 

be lower than before the financial crisis (Figure 1). This is 

due on one hand to our generally weak longer-term global 

economic outlook but also to the growth potential of the 

Danish economy being hampered by weak growth in 

productivity and structural employment. There is not much 

Denmark can do about the international situation, but do-

mestically it is imperative to introduce fiscal policy 

measures and reforms that strengthen productivity and in-

crease labour supply in order to lift the economy’s growth 

potential in the longer term. If not, any stronger recovery 

than we envisage in our forecast could quickly lead to over-

heating and the economy would slow by itself. 

Exports to the rescue 

The synchronised uptick in the global economy in 2016 led 

to a revival in export growth, which ended 2016 on a rela-

tively strong note (Figure 2). Exports should continue to per-

form well in the near term as global activity holds up, but we 

expect export growth to moderate further ahead as slow-

downs materialise in several of Denmark’s main trading 

partners. The recent improvement in competitiveness and 

subsequent gain in market share are also imperative to 

maintain for supporting the outlook for exports. Over the 

past five years, the industrial sector has experienced lower 

wage growth than Denmark’s foreign competitors on aver-

 

 

 

  

 

 

Percentage change 2016 2017f 2018f 2019f

GDP 1.3 1.4 1.0 0.5

Household cons.* 1.9 1.5 0.9 0.5

Government cons. -0.1 0.3 0.6 0.7

Fixed investments 5.2 1.3 1.6 -0.2

Exports 1.7 4.5 1.9 0.5

Imports 2.4 4.3 2.1 0.6

Unemployment, LFS** 6.2 5.9 5.9 6.5

Inflation 0.3 1.2 1.5 1.5

Policy rate (dep. rate)*** -0.65 -0.65 -0.35 -0.35

* Incl NPISH  **Percent o f the labour force ***Ultimo period

Source: Macrobond and Handelsbanken

Key variables



Macro Forecast, April 5, 2017 

28   

age, but emerging pressures on the labour market (Fig-

ure 3) have changed this picture in the last five quarters. 

This further underpins the need for measures that increase 

productivity, to alleviate the effect of wage pressures from 

an increasingly tight labour market. Risks to our outlook for 

the Danish economy are mainly concentrated on the out-

look for exports. On one hand, stronger-than-expected 

global growth could lead to a stronger export performance 

than is now expected. A hard Brexit would, on the other 

hand, slow exports to the UK, and if the policies of President 

Trump result in a global trade war, that would be devastat-

ing for a small, open economy such as the Danish one. 

More moderate consumption growth ahead 

Private consumption has been a driver of the economy in 

recent years, growing close to 2.0 percent in both 2015 and 

2016. Households have benefitted from low interest ex-

penses, higher housing prices, rising employment and his-

torically low inflation. Despite these tailwinds, consumer 

confidence entered 2017 on a fairly downbeat note and re-

tail sales figures indicate a weak beginning to the year (Fig-

ure 4). The recent uptick in consumer confidence gives 

some optimism that private consumption growth will pick 

up pace again, but an expected increase in inflation is set 

to dampen consumer purchasing power. We also expect 

the improvement in employment to slow as the aforemen-

tioned capacity constraints kick in. The marked increase in 

disposable income and improved financial situation in re-

cent years has allowed households to both spend more 

and reduce debt relative to income. This underscores our 

notion that consumers are more focused on reducing still-

high debt than on increasing borrowing for consumption 

purposes. As such, we expect private consumption to have 

peaked for now, and any upside risks would only material-

ise if credit growth were to accelerate. Downside risks are 

related to a sudden rise in interest rates which would lower 

consumption markedly. Households are still very sensitive 

to interest rates (Figure 5), and calculations show that a 1 

percentage point increase in the yield curve would de-

crease household’s disposable incomes by close to 0.7 

percent. A sudden increase in interest rates would also in-

crease the risk of weaker property prices. 

More investments crucial for the outlook 

Business investments exceeded forecasts in 2016 and 

ended the year on a fairly strong note. Investments that 

increase productivity are as mentioned as crucial for the 

economic outlook, as this would boost the short-term 

business cycle as well as the longer-term structural 

growth outlook. However, recent surveys show that in-

vestments so far mainly are made to replace depleted 

capital stock rather than to expand production capacity. 

As long as capacity utilisation does not increase further 

(Figure 6), we continue to believe that productivity-en-

hancing investment activity will remain subdued. 

Jes Asmussen, +45 4679 1203, jeas01@handelsbanken.dk 
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Finland  

Finally, broad-based growth ahead 

Finland has returned to moderate growth. It will be more broad-based in 2017-18, underpinned by 

domestic demand and net exports. Sentiment and hard data indicators support that view. Despite 

the recovery, there is little room to consolidate public finances without hurting growth.  

Visible recovery emerges in 2016 

The Finnish economy experienced a long-awaited eco-

nomic recovery in 2016. According to revised national ac-

counts data, GDP grew by 1.4 percent in 2016, a more 

positive outcome than our previous biannual forecast of 

1.0 percent. In addition, the growth rate for 2015 was 

slightly revised upward, to 0.3 percent.  

The main contributor to 2016 GDP growth was final do-

mestic demand, which contributed 2.4 percentage points. 

Favourable financial conditions, moderate employment 

growth and households’ increased credit boosted con-

sumption. In addition, private investments increased rap-

idly due to strong growth in construction and a robust re-

covery in machinery/equipment investment. The domes-

tic-demand-fuelled recovery buoyed imports, but a resur-

gence in exports was lacking. As a consequence, the 

growth contribution from net exports was markedly nega-

tive, at 0.8 percentage points (Figure 1).  

Broader-based growth just ahead 

Our 2017-19 forecasts see final domestic demand continu-

ing to grow at a fairly good pace. However, we expect its 

contribution to overall GDP growth to moderate considera-

bly, as 2016 was the peak year for consumption and invest-

ment growth (Figure 2). Our view of relatively healthy de-

mand growth is supported by strong domestic sentiment ba-

rometers and a more robust global growth outlook. With ex-

ports likely to finally gain some momentum, in 2017-18 we 

forecast a positive contribution from net exports (Figure 3). 

For the first time since year 2011, Finnish GDP growth will 

be higher than the eurozone average in 2017.  

A flow of positive news from the real economy has con-

tributed to a sentiment surge in Finland, justifying the up-

ward revisions made by several domestic forecasters. 

Consumer confidence is at record highs, although hard 

data does not fully support the extent of households’ op-

timism. Underlying fundamentals remain mostly favoura-

ble for households’ spending, as accommodative condi-

tions at the credit and labour market prevail. However, the 

household sector’s saving rate was negative last year, 

which means, in our view, that the bulk of pent-up demand 

has already materialised (Figure 4). That and the peaking 

of the residential investment cycle will somewhat limit 

consumption growth in 2017-19. Inflation will accelerate 

this year, to 0.9 percent, and remain around 1.2 percent 
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in 2018-19, indicating that real disposable income growth 

will not materially diverge from previous years. In total, we 

expect consumption to continue growing, but at slightly 

slower pace than in 2016. 

The investment outlook for our 2017-19 forecast period 

looks brighter than we previously expected after having seen 

the previous year’s performance. Survey and building permit 

data suggest that relatively brisk corporate investment and 

construction activity will carry over into this year, so we fore-

cast only marginally slower investment growth for 2017.  

With favourable export expectations from the shipbuilding, 

car and pulp production industries, the export recovery fi-

nally looks about to start. In our view, net exports turn pos-

itive in 2017-18, as exports recover and less pent-up con-

sumption demand and slightly more moderate investment 

growth will slow domestic sourced import growth. In 2019, 

the weakening global business cycle will turn the contribu-

tion from net exports negative once again. 

Unresolved challenges for the government 

Finland’s key challenge is the increase in pension and 

healthcare expenses that its ageing population will incur. 

The pressure will start to intensify after 2020. The govern-

ment’s main target is therefore to raise the employment 

ratio to 72 percent, the level needed to sustain the welfare 

state and keep its finances in balance. The target looks 

unreachable without further policy reforms, particularly 

those that relate to the functioning of the labour market 

and the model for wage setting. 

According to the official estimates, the sustainability gap 

in public finances is 3 percent of GDP, or roughly 

EUR 6.5bn compared to last year’s GDP. The extended 

recession in Finland has weakened the consolidation ef-

forts undertaken by the previous and current govern-

ments. The public sector deficit therefore looks set to re-

main larger than the government’s target and the public-

debt-to-GDP ratio will continue to increase (Figure 5).  

The public-debt-to-GDP ratio was 32.7 percent in 2008, 

but it had hit 63.9 percent by the end of 2016. The gov-

ernment’s aim is to reduce the ratio and lower the deficit-

to-GDP to 0.5 percent by spring 2019, the end of the gov-

ernment’s term. New consolidation measures are proba-

bly needed if the government wants to retain those tar-

gets. That may well occur ahead, but local government 

elections currently decrease the visibility of supplemen-

tary consolidation measures. With parliamentary elec-

tions on the horizon (early in 2019), the political window 

for adopting unpopular consolidation measures that re-

strict growth may have closed. 

Janne Ronkanen, +358 10 444 2403, jaro06@handelsbanken.se 

Tiina Helenius, +358 10 444 2404, tihe01@handelsbanken.se 

 

 

The sustainability gap refers to the additional fi-
nancing which is needed to balance the public 
sector in the long run. Current official estimates 
measure it to be 3 percent of GDP. 

 

 

 

 

Percentage change 2016 2017f 2018f 2019f

GDP 1,4 1,8 1,3 0,9

Household cons. 2,0 1,4 1,0 0,7

Investments 5,2 4,0 2,5 1,7

Net export* -0,8 0,3 0,7 -0,3

Unemployment** 8,8 8,3 8,0 7,9

Inflation 0,4 0,9 1,2 1,3

* Contribution to  GDP growth  **Percent o f the labour force

Source: Macrobond and Handelsbanken

Key variables
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Global Macro Forecast  

OPEC puts shale on safe ground 

We revise our full-year crude oil price forecast from USD 60/bbl to USD 40/bbl. We believe it is clear 

that activity gains among US shale producers will challenge this year’s oil market balance. Over the 

last three months, shale has beaten our most optimistic scenario. OPEC has done what we expected it 

to do by cut-ting production, but it cannot continue intervene when shale producers counteract that 

cut in less than 12 months, particularly given that it took one year for OPEC to achieve agreement. 

Effects from the OPEC cut erased 

In late November, OPEC and its new friends, mainly Rus-

sia, decided to cut production to support prices. The goal 

is to draw on global oil stocks until they reach normal lev-

els, defined as the five-year average. A production cut of 

roughly 5 percent compensated producers with prices 

that were roughly 20 percent higher via the inelasticity of 

the price-production relationship. 

After the recent sell-off in oil, prices have once again 

reached the trading levels seen at the end of November, 

i.e. no compensation for producers due to OPEC with-

holding supply. This is particularly difficult for weaker 

member countries that are fighting budget deficits and 

cash squeezes. 

This time compliance is not the tipping point  

OPEC has a long history of weak compliance when it 

comes to implementing cuts. However, Saudi Arabia’s oil 

minister Al-Falih confirmed the IPO of state-owned Aramco 

during the CERA week in Houston. The market expects a 

share float of around 5 percent and listing in 2018. As such, 

Saudi Arabia achieved its agenda of keeping OPEC to-

gether and its move acts as a guarantee for compliance. 

We estimate OPEC reached roughly 90 percent of the tar-

geted cuts and non-OPEC producers achieved 60 percent, 

which is much higher than market expected immediately 

after the deal. 

An OPEC extension does not matter 

The big question is whether OPEC will decide to extend 

its cutback at its next meeting on May 25. Al-Falih has 

acknowledged that oil stocks are not draining as OPEC 

expected and opened up the possibility of extending the 

cut in Houston. In fact, he is dealing with securing the 

price of Aramco ahead of the IPO and giving away the 

market to the fast-growing shale segment. We argue that 

it does not matter if OPEC extends the cut or not because 

shale is growing too quickly. 

Shale is booming again 

Technological developments and efficiency gains are 

astonishing across all areas. All of the wells that are able 

to drill will be active at current prices, we expect. Breake-

ven numbers for shale are as low as USD 35/bbl with an 
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average of about USD 40/bbl, which is lower than some 

OPEC averages. Moreover, the effects of transportation 

infrastructure spending are now being seen: the latest 

statistics show a huge surge in oil exports this year with 

far more going to Asia. Technological developments will 

increase yields, so even if US rig counts are interesting, 

we believe it makes less sense to focus on this, as 

productivity per rig has soared tenfold since 2010 and will 

continue to grow.  

Major players are entering the scene  

Recent news of Exxon and Shell shifting out of long-term 

giant investments and allocating up to 50 percent of their 

spending to developing shale assets and focusing on the 

short-term cycle indicate the firm ground for further produc-

tion growth.  

In our view, oil prices would have to dive back below USD 

30/bbl to mute spending and rebalance the market. The re-

cent move by OPEC has put shale on safe ground after 

refinancing and buying downside protection from selling fu-

tures. 

Attempts to push the market price out of equilibrium will 

always fail without an oligopoly. OPEC is as far from an 

oligopoly as ever, although it has new friends, since pro-

duction base is growing outside the group. A producer 

cartel might work efficiently in a demand-based pricing re-

gime, but this downturn is supply based and cannot be 

fought by tactics. 

Martin Jansson, +46 870 12343, nija03@handelbanken 
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Key ratios 
 

Real GDP forecasts 

 

Source: Handelsbanken Capital Markets 

 

Inflation forecasts 

 

Source: Handelsbanken Capital Markets 

 

Unemployment forecasts 

 

Source: Handelsbanken Capital Markets 

  

2015 2016 2017f

(Previous

 forecast 

2017) 2018f

(Previous

 forecast 

2018) 2019f
Sweden 3.8 3.1 2.5 2.6 1.9 2.0 1.7
Norway 1.6 1.0 1.0 0.5 1.0 1.0 1.2
Norway Mainland 1.1 0.8 1.6 1.5 1.9 1.9 2.0
Finland 0.3 1.4 1.8 1.0 1.3 0.8 0.9
Denmark 1.6 1.3 1.4 1.2 1.0 1.0 0.5

EMU 2.0 1.7 1.5 1.3 1.2 1.2 1.1
USA 2.6 1.6 2.0 2.3 2.1 1.8 0.3
UK 2.2 1.8 1.9 1.8 1.2 1.1 1.4
The Netherlands 2.0 2.1 2.0 1.8 1.7 1.6 0.9
Japan 1.2 1.1 1.2 0.7 0.7 0.8 0.1

Brazil -3.8 -3.6 0.3 0.6 2.2 2.3 1.9
Russia -2.8 -0.2 1.1 1.1 1.5 1.5 2.0
India 7.5 7.5 7.3 7.2 7.5 7.6 7.5
China 6.9 6.7 6.4 6.4 6.1 6.0 5.8
Poland 3.9 2.8 3.0 3.0 3.2 3.3 3.0

2015 2016 2017f

(Previous

 forecast 

2017) 2018f

(Previous

 forecast 

2018) 2019f
Sweden -0.1 1.0 1.5 1.5 2.3 2.3 2.4
Norway 2.1 3.6 1.7 2.1 1.0 1.2 1.1
Finland -0.2 0.4 0.9 0.9 1.2 1.2 1.3
Denmark 0.5 0.3 1.2 1.1 1.5 1.3 1.5

EMU 0.0 0.2 1.6 1.3 1.4 1.3 1.3
USA (core) 1.4 1.7 1.9 2.0 2.1 2.1 1.7
UK 0.0 0.7 2.5 2.5 2.6 2.5 2.1
The Netherlands 0.2 0.1 1.3 1.1 1.5 1.2 1.5

2015 2016 2017f

(Previous

 forecast 

2017) 2018f

(Previous

 forecast 

2018) 2019f
Sweden 7.4 6.9 6.8 6.8 6.9 7.0 7.2
Norway 4.4 4.7 4.2 4.8 4.1 4.8 4.0
Finland 9.4 8.8 8.3 8.5 8.0 8.4 7.9
Denmark 6.2 6.2 5.9 6.1 5.9 6.3 6.5

EMU 10.9 10.0 9.4 9.8 9.2 9.8 9.2
USA 5.3 4.9 4.5 4.4 4.6 4.6 5.3
UK 5.4 4.9 5.0 5.0 5.2 5.2 5.2
The Netherlands 6.9 6.0 5.1 5.2 4.7 5.2 5.1
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Currency forecasts 

 

Source: Handelsbanken Capital Markets 

  

Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

EUR/SEK 9.56 9.30 9.30 9.25 9.20 9.15 9.15

USD/SEK 8.97 9.03 8.86 8.64 8.36 7.96 7.32

GBP/SEK 11.20 10.81 10.57 10.51 10.45 10.40 10.40

NOK/SEK 1.04 1.02 1.02 1.03 1.03 1.05 1.06

DKK/SEK 1.28 1.25 1.25 1.24 1.23 1.23 1.23

CHF/SEK 8.94 8.69 8.61 8.56 8.44 8.32 8.32

JPY/SEK 8.08 8.36 8.28 8.16 7.97 7.96 7.96

CNY/SEK 1.30 1.29 1.25 1.22 1.19 1.17 1.13

EUR/USD 1.07 1.03 1.05 1.07 1.10 1.15 1.25

USD/JPY 111.00 108.00 107.00 106.00 105.00 100.00 92.00

EUR/GBP 0.854 0.860 0.880 0.880 0.880 0.880 0.880

GBP/USD 1.25 1.20 1.19 1.22 1.25 1.31 1.42

EUR/CHF 1.07 1.07 1.08 1.08 1.09 1.10 1.10

EUR/DKK 7.44 7.44 7.44 7.45 7.45 7.46 7.46

SEK/DKK 0.78 0.80 0.80 0.81 0.81 0.82 0.82

USD/DKK 6.98 7.22 7.09 6.96 6.77 6.49 5.97

GBP/DKK 8.71 8.65 8.45 8.47 8.47 8.48 8.48

CHF/DKK 6.96 6.95 6.89 6.90 6.83 6.78 6.78

JPY/DKK 6.29 6.69 6.62 6.57 6.45 6.49 6.49

EUR/NOK 9.16 9.10 9.10 9.00 8.90 8.75 8.60

SEK/NOK 0.96 0.98 0.98 0.97 0.97 0.96 0.94

USD/NOK 8.60 8.83 8.67 8.41 8.09 7.61 6.88

GBP/NOK 10.73 10.58 10.34 10.23 10.11 9.94 9.77

CHF/NOK 8.57 8.50 8.43 8.33 8.17 7.95 7.82

JPY/NOK 7.75 8.18 8.10 7.94 7.71 7.61 7.48

USD/BRL 3.12 3.00 2.90 2.80 2.70 2.90 3.20

USD/RUB 56.35 59.50 59.00 58.00 57.00 56.00 55.00

USD/INR 64.99 66.50 66.75 67.00 67.25 68.00 69.00

USD/CNY 6.88 7.00 7.10 7.10 7.00 6.80 6.50

EUR/PLN 4.24 4.25 4.25 4.15 4.15 4.00 4.00

EUR/RUB 60.03 61.30 62.00 62.10 62.70 64.40 68.80
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Interest rate forecasts 

 

Source: Handelsbanken Capital Markets 

Policy rates Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden -0.50 -0.50 -0.50 -0.50 -0.50 0.00 0.50

US (range midpoint) 0.875 1.125 1.375 1.375 1.625 1.625 0.875

Eurozone -0.40 -0.40 -0.40 -0.40 -0.40 -0.20 -0.20

Norway 0.50 0.50 0.50 0.50 0.50 0.50 0.50

Denmark -0.65 -0.65 -0.65 -0.65 -0.65 -0.35 -0.35

UK 0.25 0.25 0.25 0.25 0.25 0.25 0.25

3m interbank rates Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden -0.44 -0.35 -0.30 -0.25 -0.20 0.25 0.75

US 1.15 1.30 1.50 1.60 1.70 1.70 0.90

Eurozone -0.33 -0.30 -0.25 -0.20 -0.10 0.00 0.00

Norway 0.97 0.95 0.95 0.95 0.95 0.90 0.90

Denmark -0.26 -0.20 -0.15 -0.10 0.00 0.30 0.30

2y govt. yields Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden -0.62 -0.45 -0.30 0.00 0.05 0.35 0.30

US 1.24 1.45 1.50 1.50 1.70 1.70 1.00

Eurozone (Germany) -0.81 -0.70 -0.60 -0.50 -0.30 0.00 0.00

Norway 0.60 0.55 0.55 0.60 0.60 0.60 0.60

Denmark -0.66 -0.45 -0.35 -0.25 0.00 0.40 0.40

Finland -0.66 -0.60 -0.50 -0.35 -0.10 0.25 0.25

UK 0.10 0.10 0.15 0.15 0.15 0.25 0.25

5y govt. yields Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden -0.03 0.05 0.10 0.30 0.45 0.65 0.55

US 1.87 2.00 2.00 1.90 1.90 1.90 1.20

Eurozone (Germany) -0.44 -0.25 -0.15 -0.10 0.10 0.25 0.20

Norway 1.03 1.00 1.00 1.10 1.10 1.20 1.20

Denmark -0.30 -0.10 0.00 0.05 0.30 0.50 0.45

Finland -0.19 -0.10 0.00 0.05 0.30 0.50 0.50

UK 0.34 0.50 0.55 0.60 0.65 0.75 0.75

10y govt. yields Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden 0.57 0.70 0.75 0.80 0.85 0.95 0.85

US 2.35 2.40 2.30 2.25 2.10 2.00 1.70

Eurozone (Germany) 0.28 0.50 0.60 0.65 0.75 0.80 0.70

Norway 1.64 1.70 1.70 1.80 1.80 1.90 1.90

Denmark 0.54 0.80 0.90 0.95 1.10 1.20 1.10

Finland 0.43 0.65 0.75 0.85 1.00 1.10 1.00

UK 1.14 1.30 1.30 1.35 1.40 1.50 1.50

2y swaps Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden -0.27 -0.10 0.10 0.45 0.50 0.80 0.70

US 1.57 1.80 1.85 1.90 2.20 2.30 1.70

Eurozone (Germany) -0.15 -0.05 0.10 0.15 0.30 0.50 0.40

Norway 1.18 1.20 1.20 1.25 1.30 1.40 1.40

Denmark 0.00 0.10 0.25 0.30 0.50 0.70 0.60

UK 0.59 0.70 0.75 0.75 0.80 1.00 1.00

5y swaps Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden 0.33 0.40 0.45 0.75 0.90 1.10 0.95

US 1.98 2.10 2.20 2.30 2.40 2.50 1.90

Eurozone (Germany) 0.16 0.35 0.40 0.45 0.50 0.70 0.60

Norway 1.49 1.50 1.50 1.60 1.60 1.70 1.70

Denmark 0.36 0.55 0.60 0.65 0.70 0.75 0.65

UK 0.80 1.00 1.05 1.10 1.15 1.25 1.25

10y swaps Apr 3 Q2 2017 Q3 2017 Q4 2017 Q1 2018 End 2018 End 2019

Sweden 1.10 1.20 1.25 1.30 1.35 1.40 1.25

US 2.31 2.45 2.50 2.55 2.60 2.60 2.40

Eurozone (Germany) 0.74 0.90 0.95 1.00 1.05 1.10 1.00

Norway 1.91 1.90 1.90 2.00 2.00 2.10 2.10

Denmark 1.00 1.15 1.20 1.25 1.35 1.40 1.30

UK 1.13 1.40 1.40 1.45 1.50 1.60 1.60
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