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Foreword

The purpose of this report is to present the Veidekke Group’s 
collective view of the building and construction market and
the preconditions for the macro-economic developments
which form the basis for our Scandinavian operations. 

Separate analyses related to economic developments have
not been carried out for the purpose of the report, it is 
rather based on consensus estimates for the most important
economic indicators. The forecasts for building and 
construction are based on official statistics, in addition to 
forecasts prepared by Veidekke.

The report has a broad target group. It will be used as a
basis for our internal strategy process and will also be 
distributed externally, including via our website:
en.veidekke.com 

Editorial work on this report was concluded on 1 March.
Facts and figures that have come in after that date have 
not been considered to any great extent.

Oslo, 11 March 2013

Rolf O. Albriktsen
Director of Strategy and Marketing
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Key points

The key points for developments in 2013 are:

Norway
• GDP growth up to 3 per cent 
• The oil sector and urbanisation will be important driving forces 

for growth
• Building and construction investment will increase by at least 

6 per cent
• Housing investments rise by 10 per cent, 27,000 housing starts 
• House price growth of 6 per cent 
• Investment in non-residential building increasing slightly 
• Continued growth in construction investment, transport 

investment contributes

Sweden
• GDP growth up over 1 per cent
• Improvements in the real economy in Europe will show a gradual 

upturn from the autumn
• The building and construction market down 3 per cent, but im

proving towards the end of the year
• House building at a low level, around 22,000 housing starts
• Non-residential building investment down approximately 

6 per cent in 2013, public building still increasing, while private 
building declines

• Construction investment increases by approximately 3 per cent 
in 2013, continued high level of activity

Denmark
• GDP growth of less than 1 per cent 
• The building and construction market up 2 per cent
• Investment deficit gives a potential upside when it turns around
• Public spending is contributing to new growth in the Danish 

building and construction market
• Growth in house prices of 4 per cent in Copenhagen and 

2 per cent for the country as a whole
• Housebuilding continues to be low, with around 12,000 housing 

starts, much of this public housing

Economic cycle wheel
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The global economy in 2013

“We may have avoided the cliffs. But we still face high mountains.”
These striking words were spoken by Olivier Blanchard, chief
economist at the IMF, in connection with the publication of new 
forecasts on 23 January. A few months into 2013, we can confirm
that the depressing prophecies of the breakdown of the Euro and
the exit of some individual countries have not come true, or at least
not yet. After the financial unrest and pending crises throughout
summer 2012, the end of the year and beginning of 2013 have 
offered some light at the end of the tunnel:

• The high interest rates in Spain and Italy that affected the mood of 
international financial markets in the summer and early autumn 
have gone down, and the risk of serious further recession has 
reduced. 

• In the USA, we have seen a gradual improvement in several 
indicators during the autumn, the most important being that the 
so-called fiscal cliff has been avoided, or at least the political risk 
has been limited. 

• The growth in developing economies appears to be relatively 
robust. In China, the impending downturn that we saw signs of in 
2012 has apparently been turned around and there are indications 
of better growth figures. 

Even though optimism about the global economy is greater now
that at the time of the previous report, it is an interesting paradox
that the forecasts for the real economy in 2013 have been lowered.
Chiefly, this means two things:  

• The optimism is largely limited to the financial markets and mainly
linked to expectations. The global economy, and in particular the 
Euro zone, will depend on more figures pointing in the right 
direction for this optimism to continue, and on companies and 
households gradually daring to invest again. 

• Growth stimuli in the Scandinavian countries, in the form of im-
proved export markets, will continue to be on hold. Most forecasts
indicate no upturn before the autumn.     

Estmated GDP growth in 2013 in per cent

Less downside risk in Europe
GDP in the Euro zone fell by almost 1 per cent in Q4 compared with
the corresponding quarter in 2011, and the forecasts of both the Eu-
ropean Commission and the IMF indicate that production will
continue to fall in 2013. In spite of this, unrest in the financial
markets subsided during autumn 2012, with a reduction in the inter-
est rates on national debt in key countries such as Spain and Italy.
The acute crisis that seemed to be pending last summer appears at
the moment to have been avoided. 

The optimists are on the offensive

Optimism must materialise as
increased growth

More peaceful in the 
financial markets

Source: Consensus Forecast
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The underlying problems of a high burden of debt and high
unemployment figures in many European countries are far from
resolved. All the experience of recent years indicates that confidence
in the financial markets is fragile and that little would be needed to
trigger unrest among investors. New periods of unrest cannot there-
fore be excluded in 2013. However the uncertainty appears to be
more balanced than it did in 2012. The probability of the worst case
scenarios has been considerably reduced, and there is also a chance
that trends in the European economy could be stronger than the
main forecasts are assuming.    

However, trends are not uniform across the whole EU. The important
German economy has remained in good condition and shows
positive growth, in spite of the downturn in many of its important
trading partners in Europe. Mood indicators among investors and
heads of industry are no longer pointing downwards, but have risen
steeply over recent months. The consensus forecast for the German
economy at the moment is a GDP growth of 0.7  per cent in 2013,
increasing to 1.7  per cent in 2014.  Continuing positive development
in Germany will also be an important premise for improvement in
the Scandinavian countries through 2013.  

Also less political risk in the American economy
The budget problems that threatened to throw the USA's economy
into recession at the end of 2012 were averted at the last minute,
and developments so far in 2013 indicate that the budget issues for
the American economy represent less of a threat in future. There are
still some unanswered questions to be resolved now in March, but
none of the same extent or nature that were facing us in 2012. There-
fore, political risk linked to the economy has also been reduced here.  

The American economy showed a gradual improvement through
2012, but had an unexpected downturn in GDP growth in Q4.
However, most analysts assume that this is transitory. Forecasts for
GDP growth varied in February from around 1 per cent to 3 per cent,
with an average of 1.9 per cent. The consensus is therefore that the
American economy in 2013 will develop approximately as it did in
2012, which would mean a stabilising, if not an expansive, driving
force for other parts of the global economy.  

Developing economies continue to display good growth figures, in
spite of the recession and weak growth figures in the OECD
countries. In China, we saw a growth in activity through autumn
2012, after a weak development during winter 2011/2012. In addition
to being an increasingly significant part of the global economy, the
developing economies also show that growth is relatively robust,
compared with a poorer economic situation in the OECD area. 

Less risk in the forecasts

Not equally black all over the EU

Gradual improvement, but no
great stimuli to growth

Developing economies show
economic strength
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The strong growth that we can still see in the developing economies
has considerable influence on the Scandinavian counties, and in
particular on the Norwegian economy. 

Very weak building and construction markets in Europe
The production index for building and construction in the Euro zone
continued to fall through 2012. In Q3, production fell by 5 per cent
compared with the corresponding quarter in 2011. Unsurprisingly,
the greatest downturns last year were in Southern Europe, and es-
pecially in Italy and Greece. The reduction in Spain was somewhat
more moderate, but this must be seen in the light of building and
construction markets that had already been more than halved
compared with the peak in 2007.

Further north in Europe the downturn was more moderate, but in
Germany and Poland too production fell in autumn 2012. The
reductions in these two countries must however be seen in the light
of the strong upturn they had in 2011. The growth picture in the Baltic
region is mixed. Building and construction production in Lithuania
has fallen back, while the upturn in Estonia and Latvia has so far
held up. What the three Baltic countries have in common is that the
building and construction sector is still considerably below the peak
year of 2007. 

Production volume in the Euro zone and selected countries 

Euro zone -5% 76%

Germany -2% 112%
Poland -12% 133%

Finland* -3% 111%
Estonia 9% 83%
Lithuania -18% 56%
Latvia 9% 59%

Norway 4% 103%
Sweden 2% 115%
Denmark -15% 83%

Source: Eurostat * Figures up to and including Q3

Forecasts for the Euro zone in 2013 point to a further fall in gross
investment and therefore also for building and investment activity.

Even though the situation in several Northern European countries,
such as Poland and Germany, is better than further south in Europe,
the strong imbalance that has arisen in the building and const-
ruction market in the south will also affect countries further north.
This applies to both job seekers and companies.

Most forecasts support the view that the low utilisation of capacity
that has arisen in Europe could continue for some time into the
future. Consensus Forecast has published analyses of anticipated
growth in gross investment in the Euro zone over the next ten years;
if accurate, these mean that investment levels in the Euro zone will
only return to 2008 levels in 2019. In the meantime some capacity
will be reduced, but there is a great risk that we will see a European
building and construction market that is out of balance over the next
few years.  

Investment in the Euro zone back
to 2008 level by 2019?

Year-on-year growth 
in Q4 2012

Level  2012 in per cent
of 2007
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Gross investment and building and construction production in the
Euro zone

Effects in the Scandinavian markets
Uncertainty about the macroeconomic factors is one of the biggest
issues facing investors. Compared with the situation when we wrote
the previous report in September, the reduced political risk in the EU
and the USA will make a positive contribution to the investment
climate. The increased pace of growth in developing economies will
have a similar effect. This especially affects Sweden and Denmark,
where industry and the economic outlook are closely linked to the
international economic situation.  

In recent years, the economies of both Sweden and Norway have
had a much stronger development than many other countries and
have seen a substantial trade surplus1). Neither has it been a straight-
forward matter to keep key interest rates at international levels, due
to the higher capacity utilisation; in Norway especially, the key inter-
est rate has gradually become somewhat higher than those of its
trading partners. Both the underlying economic conditions and the
difference in interest rates have thus led to a gradual strengthening
of both the Swedish krona and Norwegian krone, a trend that
speeded up during the course of last year. As signalled by the central
banks of both Norway and Sweden, industry should adjust its
activities to the expectation that this could continue to be the case.  

The consequence will be that more Norwegian and Swedish export
companies will face tougher competition in the years to come.
Brighter prospects for the Euro zone could help a little, but as the
situation appears at the moment, any significant weakening of the
Norwegian and Swedish currencies is an unlikely scenario.

NOK per Euro

1) Total of the balance of trade and the external balance of primary incomes and   
current transfers

Improvement in the investment
climate

Sweden and Norway – must get
used to a stronger exchange rate

Kilde: Eurostat og Consensus Forecast
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The downturn in building and construction production in countries
such as Germany, Poland and parts of the Baltic area will probably
increase the impact of contractors and workforce from these
countries in future. Interest from European construction companies
has initially been linked to the major transport infrastructure projects
in Scandinavia. At present at least, interest in getting into smaller
projects and the building market in general appears limited.

Signs of increasing optimism in global financial markets are giving a
direct effect in the Scandinavian markets, in that banks and other
credit institutions have had better financing conditions.  This in turn
has had an effect on lending practice to households and industry. In
Norway particularly, we have seen through the autumn that the
banking sector has been able to take increased margins, because
lending rates have remained the same, while the banks' borrowing
costs have fallen. The banks' customers have not noticed any easing
in the form of reduced interest rates, but the situation is helping to
make it easier for the banking sector to meet the stricter capital
adequacy requirements that are appearing, without any marked
increase in interest rates on lending. This development has been less
marked in Sweden and Denmark. Danish banks in particular have
had profitability issues in 2012, compared with their competitors in
Sweden and Norway.         

More international capacity to
Scandinavia

Less painful for the banks and
their customers
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Norway – growth continues through 2013
New figures for the Norwegian economy in Q4 showed that the
mainland economy grew by 0.3 per cent, which corresponds to an
annual growth of 1.2 per cent. This is the lowest quarterly growth
since Q4 2010, but completely in line with expectations. This
relatively weak growth in this quarter should be considered in the
light of the very strong growth in the preceding quarters. We should
be careful about putting too much emphasis on a single quarter. 

It is therefore too soon to say whether the Norwegian economy is
heading for a weaker path. We do not believe so, although present
growth levels may slow a little. The forecast for growth in the
Norwegian mainland economy is 2.7 per cent in 2013 and 2.8 per
cent in 20142). In December, Statistics Norway estimated that growth
in 2013 would be 2.9 per cent, but increasing to approximately 3.5
per cent in 2014. 

We still expect robust growth for the Norwegian economy in the 
period up to 2015. It is interesting to note that several parts of the
financial community have expressed concern about the sustain -
ability of the Norwegian economy and that the potential for down -
turn has become considerable. What these concerns have in
common is the steadily increasing dependence on the petroleum
sector. Most of the driving forces for growth in the Norwegian
economy, such as population growth from immigrant workers and
increased house prices and consumption, are closely linked to this
one industry. With very weak development in other sectors, the
Norwegian economy would be in a very exposed situation if the
price of oil falls; conversely we could come into a situation where
steadily higher oil prices are a prerequisite for keeping growth
moving.  

Undoubtedly, the primary scenario is for continued strong growth,
but the risk and the potential downside for the Norwegian economy
are increasing in line with our dependence on the petroleum
industry.   

Consumption in the household sector rose by 0.3 per cent from Q3
to Q4, corresponding to a modest annual growth of 1.2 per cent.
Overall, the growth in consumption in 2012 was 3 per cent, compar -
ed with 2.5 per cent in 2011. A large proportion of income was
channelled into saving3), and according to provisional figures the rate
of saving  was 8.8 per cent, which is a very high figure in historical
terms. 
2) Forecast prepared by Consensus Forecast, showing an average of the various 
forecasters' estimates

3) Proportion of income being invested in housing or financial investments

Norway
Temporarily weak GDP growth 

in Q4

Somewhat increased uncertainty
on sustainability in the longer term

Households are both saving and
consuming
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An increase in capital investment, a large proportion of which was in
housing, accounted for almost 80 per cent of household 
saving. Channelling income into housing investment is thus an 
important reason for saving being so high.

The strong growth in incomes, resulting from employment growth,
increasing real incomes and continuing low interest rates, will also
allow for increased consumption. Retail trade increased by a good
3.2 per cent from 2011 to 2012, even though the sequence of events
differed somewhat from what we had assumed in our forecast. Most
growth was in the first half of the year, levelling off during the
autumn.  

Latest data from December 2012

The slightly more comprehensive consumption of goods indices,
which also include car sales and electricity consumption, were
weaker than retail trade, which is largely due to falling sales of
private cars. Falling car sales do not necessarily indicate any
weakening in future consumption trends, because the rate of
replacement of vehicles and the growth in car ownership have both
probably reached close to saturation point after strong growth.
Moreover, the number of new car registrations in January was
11,600, 31 per cent higher than the January average over the last ten
years and 7 per cent above the corresponding month last year. 

There is little to indicate a weaker trend in consumption, even
though some individual indicators have been weak in autumn 2012.
Underlying factors, such as income growth, interest rate levels and
household confidence in the economic situation, indicate that
consumer growth will continue to be strong in the years to come.        

The Norwegian labour market also continues to show its strength.
Man-hours worked increased by 0.5 per cent from Q3 to Q4,
adjusted for seasonal fluctuations. As a whole, man-hours worked
increased by more than 2 per cent from 2011 to 2012. Demand is
highest in oil and gas, building and construction and professional
and business services. Demand in industry and trade in goods has
slowed during 2012. The unemployment figures also remain low,
even though we have not seen the reduction we expected in 2012.
The most significant reason for this is that the labour force grew by
1.2 per cent, which is considerably more than we had expected, and
which can probably be largely explained by immigrant workers, as
was the case in 2011.  

Rapidly growing workforce needs
to continue

Growth in consumption to continue
in the years to come



11 ECONOMIC ACTIVITY REPORT  MARCH 2013

Latest data from December 2012

Industrial production in 2012 was once again at the level of the peak
year of 2008, following growth of just under 3 per cent from 2011.
PMI, which is a monthly indicator of mood and confidence in
Norwegian industrial companies, levelled off at an index level of
around 50, which equates to level production growth over time. This
is marginally better than in our previous report in September, but is
at the same time significantly lower than the corresponding index a
year ago. Other measures of confidence in industry, such as Statis-
tics Norway's economic barometer, indicate the same trend. Weak
markets in the EU are clearly being noticed in many parts of industry
and the strong krone, which weakens competitiveness, is being
clearly felt in all industries that are exposed to international
competition. If there is no further serious recession within the EU,
we expect to see continued, if moderate, growth in Industry, with
large differences between sectors.   

Growth in consumer prices in 2012 was a modest 0.8 per cent, which
contributed to household buying power and also made it easier to
postpone interest rate increases. Adjusted for increases in energy
prices and duties, inflation has now remained remarkably constant
at about 1 per cent since 2010, which is also the expectation for the
coming period. One explanation of inflation being held down is the
gradual strengthening of the Norwegian currency, which in turn
holds down the prices of imported goods and services. Inflation is
expected to remain low in 2013 and in the period to 2015.

Moderate mood in industry

Increasing inflation, but at a
moderate level
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The low inflation rate makes it less urgent for Norges Bank to
increase the key interest rate from the present 1.5 per cent to more
normal levels. According to the latest forecast from Norges Bank,
published in October, the rate will be gradually raised in autumn
2013, but not more than to raise the key interest rate by 0.5 per cent
in the next year. Both inflation and the real economic assumptions
came in approximately as Norges Bank expected in its last report, or
possibly somewhat weaker.    

Regional differences
If we look at the Norwegian economy through the course of 2012,
there are some clear trends that reinforce both industry and regional
differences in both positive and negative directions. 

• To begin with, the oil industry continues to keep the economy up 
through its high investments and operating costs. The growth in 
petroleum-related investment from 2011 to 2012 was as much as 
14.5 per cent. 

• Secondly, investment in trade and industry generally showed a 
very weak development through 2012, in industry, trade in goods 
and services. Investment levels for mainland industry, measured 
in volume, are still almost 30 per cent below their peak in the 
fourth quarter of 2007. 

• Thirdly, exports of so-called traditional goods, i.e. excluding oil 
and gas, fell by 4.5 per cent from 2011 to 2012. Exports of services 
were not particularly impressive either, with 0.8 per cent growth 
after a 3 per cent fall in 2011.  

• Regional urbanisation continued with unabated strength. In 2012, 
the populations of the metropolitan regions grew twice as fast as 
the rest of the country. 

These trends contribute to the cities and the areas connected with
petroleum recovery appearing as winners in development, while
other regions have weaker development because the export
companies are affected by the downturn in Europe. These
differences become very clear when we look at indicators for
capacity utilisation in various parts of the country that are published
by Norges Bank. 
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Capacity pressure not the same in all regions
The proportion of companies that will have problems in increasing
production

The effect of the increasing regional differences will probably be
clearest in relation to investment in office and commercial building
and in building and construction for industry, while building for the
public and housing sectors is more shielded due to the equalisation
mechanisms in local authority income and the considerable safety
net that household income represents.

Urbanisation also creates divides in how the economy develops in
different places. In 2012, regional urbanisation continued with
unabated strength. The metropolitan regions4), where about half of
Norway's population lives, grew by 1.9 per cent in 2012, compared
with 0.8 per cent in the rest of the country. Since 2006, the metro-
politan regions have grown by 260,000 people, corresponding to 
11 per cent compared with 4 per cent for the rest of the country.

Population growth in metropolitan regions v the rest of the country

4) The metropolitan regions are defined by Statistics Norway as Oslo, Bergen,
Stavanger, Trondheim, Kristiansand, Tromsø, Moss and Drammen

Regional urbanisation continues 

Source: Norges Bank
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The building, construction and property market – Norway

The Norwegian economy's contribution to building and construction
Oil investments are expected to grow by approximately 10 per cent
in 2013, after which growth is expected to halve towards 2016 and
then level off. Investment in the mainland companies is expected to
have a moderate trend in the next few years as a result of capacity
problems. The services sector will contribute a modest growth this
year, and growth will gradually increase to 5 per cent by 2016. 

Over the next two years, the Norwegian economy will make a
positive contribution to continued growth in building and const-
ruction. Prospects for 2015 and 2016 are also good, although
probably with a somewhat lower contribution to growth from the
Norwegian economy. Even with lower growth in the future,
utilisation of capacity in the building and construction market is
expected to remain high.

Activity in building and construction is at a high level at present and
capacity issues are limiting further growth in the market. The inflow
of new orders levelled off during autumn 2012, as a result of there
being fewer construction orders. Growth is still good in construction,
while the flow of orders for new commercial buildings is at a stable
and high level.

The same macroeconomic driving forces that contributed to growth
in the building and construction market of at least 7 per cent in 2012
will continue to give growth of around 6 per cent in 2013.

For 2014 and 2015, the pace of growth in building and construction
is expected to halve to 3 per cent.  



15 ECONOMIC ACTIVITY REPORT  MARCH 2013

Our forecast for each segment is as follows:
Housing investments rise by 10 per cent in 2013 following growth of
over 9 per cent in 2012. Growth in 2013 is as a result of a high level
of housing starts in 2012 and a continuing high demand for housing.
A gradual increase in mortgage rates, lower income growth,
increased unemployment and more homes on the market will slow
the growth in housing investment towards 2016. Even so, activity
will remain at a relatively high level.

Investment in construction will increase by 7 per cent in 2013 and 
4 per cent in 2014, and thereafter by 2 per cent in 2015. This growth
and the high level of activity will be governed by major transport 
infrastructure projects in the next few years. 

Investment in non-residential building is expected to grow by an
average of between 3 per cent and 4 per cent a year over the next
three years. Growth in private non-residential building will be
around 2 per cent this year and will increase to 5 per cent in the
years 2014 and 2015. The increase will come in the office building
segment and will mainly relate to the upgrading of existing build-
ings. Growth in public building is estimated at 5 per cent in 2013,
slightly decreasing to 3 per cent and 4 per cent in 2014 and 2015 
respectively.

The housing market
2012 was another strong year for the housing market in Norway.
Prices for all homes increased by 8.5 per cent and the growth for
apartments in blocks was 9.2 per cent. This is somewhat higher than
our forecast of 7 per cent for 2012.  Factors such as low
unemployment, good income growth and low interest rates have
positively stimulated house prices. Also, the number of homes
available for sale, both new and used, has been relatively low
compared with previous years.  

The economic prospects for the Norwegian economy for 2013 are
still good (see previous section). The same driving forces that
produced price increases in 2012 will continue to contribute to
growth this year. We expect the supply of new homes to increase
through 2013 as a result of the high level of housing starts in 2012,
which will tend to slow price rises in future. The prospect of higher
mortgage rates and more difficulty in obtaining loans will also slow
the rise in the price of used homes.  

Latest data from February 2013

We therefore assume a growth in house prices of 6 per cent, with
the strongest growth at the start of the year. For terraced houses, 
we expect an even growth of 4 per cent throughout 2013.  
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Sales prices for used OBOS homes were a good 10 per cent higher
in January 2013 than in January 2012. The reasons for this price
growth are the same as previously: rapid population growth, few
new homes on the market, good household finances and low
unemployment. Home buyers are also optimistic about the future
and are hardly concerned about any possible sharp fall in house
prices. 

Latest data from February 2013

Prices will continue to increase through 2013, but probably at a
somewhat lower tempo towards the end of the year. The prospect of
a mortgage rate increase and the fact that it is now more difficult to
obtain a loan may slow the growth in prices from autumn onwards.
Also, the high level of house starts in 2012 will bring more homes
onto the market than previously and also lower the growth in the
prices of used homes. Our forecast is for an increase of 8 per cent in
OBOS homes.  

House building
Housing starts rose considerably throughout 2012. The greatest part
of this growth comes from apartments in blocks in the metropolitan
region. In December 2012 starts reached 34,000 housing units
measured as an annual rate. The level of starts will continue to be
high in 2013, but on a descending trend.

Siste observasjon desember 2012
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The growth in new housing starts was considerably stronger than
we had anticipated at the start of 2012. Housing starts were ap-
proximately 6 per cent higher in 2012 than in 2011, measured in
usable area, and 9 per cent measured in the number of homes. Al-
together more than 30,000 new homes were started in 2012, which
is 2,000 more than our forecast had indicated.  

Final figures for housing starts in 2012 are not yet available.

We expect a little under 30,000 housing starts in 2013, followed by a
gentle decline to about 27,000 in 2015. This indicates that the level of
activity will continue to be high, with increasing activity in and
around the major towns and cities, where demand is expected to
remain high. Increased building costs, a somewhat higher mortgage
rate and increasing unemployment are factors that could slow
housebuilding over the next few years.  

The growth in residential building costs through 2012 has been at an
almost unchanged level of approximately 3 per cent. Growth has
been equal in both materials and pay. Our estimate of an increasing
growth in costs through the course of 2012 of around 5 per cent
proved to be incorrect. The assumptions for our forecast were
increasing oil prices and gradually rising payroll costs. Neither of
these assumptions came about.

We are not expecting a strong increase in costs in 2013. The
continued availability of labour and the continued stability of oil
prices could keep annual growth down to the present level of 
3 per cent. 

Non-residential buildings up 2 per
cent in the first half year
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Non-residential buildings
In December 2012, non-residential building starts were at about the
same level as the year before. Growth was strong in the first half
year, then decreased in the autumn as a result of uncertainty about
economic trends. We believe that building starts will remain
practically constant throughout the year. Growth through the year
will be around 3 per cent. Activity is still at a high level, however. 

Latest data from December 2012

The following development is expected in the individual areas:
• A weak growth is expected in investment in office building as a 

result of the weaker economic prospects
• Investment in commercial building will fall by 1 per cent –

2 per cent as a result of present activity being so high
• Activity in transport and communication building will continue 

to be stable
• A slight growth in activity is expected in health and education 

building, at 3 per cent
• Garages and leisure buildings will remain unchanged

Construction

Construction is still dominated by major transport infrastructure
projects. There is also good activity in industry-related construction,
which consists of construction for the oil and gas industry and to
some extent for mining. Harbours and freight terminals will also be
an important segment in the future.  For 2013 we expect overall
growth of 7 per cent, but with a reduced pace of growth towards
2015 when growth will be around 2 per cent, and the level of activity
will be relatively high.  
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There are a number of major transport infrastructure projects that
will be out for tender in the next two years. Examples include:

Estimated cost  
Projects (NOK mill.)

RV13 Ryfast 5,500
Oslo-Ski, Follobanen 20,000
E6 Vinstra-Sjoa 1,200 
E16 Filefjell, Varpe bru-Smedalsosen 800 
E39 Svegatjørn-Rådal 4,200
E8 Sørbotn-Laukslett 900 
E16 Bagn-Bjørgo 1,000 
Helgelandspakka 2,400 
E18 og E16 Vestkorridoren 11,000 
E8 Troms-Skibotn 1,200 
RV80 Saltenpakken, faseII 1,500 
E18 Grenlandsbrua-Dørdal 2,500 
E6 Biri-Lillehammer 2,000 
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Sweden
Sweden – worse before it gets better 
Provisional figures show that activity in Sweden levelled out in Q4
with zero growth, after 0.3 per cent growth in Q3. Even so, this was a
positive surprise when measured against the market's expectation
of a 0.8 per cent fall in GDP. Autumn was a demanding time for the
Swedish economy, and several indicators of economic develop-
ments have been pointing in a negative direction. Even though GDP
growth was better than expected in Q4, the trend continues
downwards and the possibility of declining activity during the spring
cannot be ruled out.  

Forecasts for Sweden indicate that growth will pick up again from
autumn 2013, with a growth of 1.2 per cent in 2013, increasing to 2.6
per cent in 2014. However such a development is dependent on im-
provement among key trading partners and that there are no further
signs of crisis in the Euro zone that would weaken the confidence of
households and investors in the economy.   

Industrial production in Sweden fell by 4 per cent from Q4 2011 to
Q4 2012, and by 3 per cent for the year seen as a whole. At the start
of 2013, Swedish export companies are facing a double squeeze. On
the demand side, the tough situation in Europe can be seen through
the export companies' weak sales. On the supply side, the export
companies are feeling the effects of an exchange rate that works
against them, and not for them as was the case in the years
immediately after the financial crisis of 2008.   

Latest data from December 2012

A double squeeze for 
Swedish industry
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"The krona is now approximately at the level one would expect
when Sweden has had a long period of balance of payments sur-
pluses and a good economic development in comparison with many
other countries ..." 

This was the clear message from the head of the Swedish central
bank, Stefan Ingves, after last month's decision to let the key interest
rate remain unchanged at 1 per cent. Seen in the light of the very
strong Swedish currency and near-stagnating sales of new homes,
the head of the central bank had been under great pressure, not
least from export industry, to lower the key interest rate to the ECB
level of 0.75 per cent But as Ingves also points out - as long as the
gap in economic development is maintained between Sweden's
economy and those of other countries, Swedish companies will
have to tolerate a higher krona level. At the same time, the central
bank would not hesitate to put the interest rate down at the next op-
portunity if unemployment should increase or if international pros-
pects should once again deteriorate.    

Latest data from February 2013

The Swedish central bank already thinks that things look brighter in
the medium term, with a lower risk of global recession in the future,
according to their analyses for February. The squeeze on Swedish
industry has mainly occurred as a result of the situation in the Euro
zone, and this is also where the solution will lie. And there are
obvious brighter points, not least in relation to how the global
economy has developed and will continue to develop. The Swedish
krona has already weakened somewhat against the Euro, after the
Euro regained confidence towards the end of 2012, and a further im-
provement in the European economy will support improvements in
both demand and the competitive situation.    

The fact that the economic downturn in the Euro zone appears to be
at or near its low point, together with an increasing rate of growth in
developing economies and gradual improvement in the American
economy, provides a prospect of the Swedish economy also being
lifted out of the squeeze that marks the situation now.  

If we look at mood indicators for the Swedish economy, households,
industry and building and construction are all clearly on the
negative side. The positive side is that the fall has stopped.  

The krona will remain strong,
which will affect Swedish industry

Improvement in 
the EU = improvement 

in Sweden

Mood indicators at a low level, but
pointing in the right direction
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Unemployment is perhaps the most central fluctuation sensor for
the economy, and much attention has been given to how the
Swedish labour market will react in the wake of weaker growth
figures in Europe and the marked drop in confidence in several
sectors such as industry and building and construction. A great deal
has also been written about redundancies and lay-offs during the
autumn - but so far without the macro totals being especially
dramatic. As might be expected, unemployment has been rising
during the autumn of 2012, but the unemployment trend is not
higher than around 8.1 per cent, compared with 7.7 per cent at its
lowest in summer 2011.      

Latest data from December 2012

Lower prices rises can be taken directly out in increased real income
for households. Towards the end of 2012, price growth fell markedly
and now lies around zero. For comparison, inflation rose to 3 per
cent in 2011. The strength of the Swedish krona can probably also
explain much of the trend here, in that the prices of imported
consumer goods will naturally fall in such a situation. Inflation is
expected to remain low in 2013, and also well under the inflation
target of 2 per cent in 2014.  

Low price growth positive for 
buying power 
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Seen in isolation, the slow-down in price rises contributes to almost
3 per cent stronger buying power in households, if we compare 2012
with 2011. This is probably an important reason for consumption
remaining in such good condition in 2012, in spite of Swedish
households giving more priority to saving.  For 2013, the forecasters
anticipate a consumption trend of between 1.5 per cent and 2 per
cent, increasing to 2.5 per cent in 20145). An important assumption
for this estimate is that inflation will also continue at a very low level
over the next two years. 

Latest data from December 2012

The quarterly survey of Swedish banks from Almi shows that most
banks are seeing increased or unchanged demand for loans in the
household sector, and that the responses are considerably more
expansive than they were at the start of 2012. The assessment of
demand from households in the short term is more subdued
however, although still positive. As regards credit terms, most
Swedish banks tightened up in respect of the household sector
during the winter of 2011/2012, as a consequence of stricter
guidelines for lending, including mortgage ceilings. Over recent
quarters however, credit practice towards the household sector has
been more or less unchanged.

5) Estimates from an average of forecasters, reported by Consensus Forecast 
in February

The banks' credit practice –
unchanged for households,

somewhat more demanding in the
corporate sector
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In the corporate sector, the picture is somewhat different. Even
though the majority of banks still expect further growth, the
proportion expecting a fall has increased. This probably only reflects
uncertainty regarding further developments for Swedish industry in
the short term at the start of 2013. Almi's survey also shows that
credit terms for customers are being tightened up, and that willing-
ness to accept new customers continues to decline to the same
extent as in the previous six quarters.    

The building, construction and property market 

The Swedish economy’s contribution to building and construction
In spite of a somewhat weaker economic situation, Swedish
households are robust. The growth in debt has declined over the last
five years and is now less than 5 per cent. This means that
household interest expenses are declining and that, taken together
with increasing optimism at the end of 2013, consumption will grow
and the rate of saving will come down again.

Government finances continue to be good and provide room for
further stimulation of the Swedish economy. Gross debt is currently
around 40 per cent of GDP, which is considerably better than in other
industrialised countries. 

The interest rate is expected to remain at the present 1 per cent or to
be lowered to 0.75 per cent during the course of the year, to reduce
pressure on the Swedish krona. 

The building and construction market towards 2015
Overall building and construction investment is negatively affected
by the weak growth on GDP. Housing investments are particularly
sensitive to economic fluctuations, and are expected to fall in 2013,
taking the rest of the industry down with it. 

In 2012, combined building and construction investment increased
by 1.5 per cent. Investment growth in 2013 is expected to be around -
3 per cent. Much of this fall will come at the start of 2013. Improved
prospects for both the global and the Swedish economies towards
the end of 2013 could give fresh growth in building and construction
investment in 2014 and 2015 of 3 per cent and 4 per cent a year 
respectively. 

Housebuilding and private 
non-residential building are holding

down growth in the Swedish 
building and construction market.
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The trend for each segment is as follows:
Housing investment will fall by around 2 per cent in 2013. This is the
result of fewer residential building starts from autumn 2012. Overall
housing starts in 2012 are estimated as slightly over 20,000 homes.
This is expected to increase slightly to 22,000 through 2013. 
Investment in 2014 will be up to at least 3 per cent again. 

Investment in non-residential building increased by 8 per cent
during the first half of 2012, before levelling off during the second
half. Overall growth for the year was approximately 5 per cent.
Growth will slow markedly in 2013 and the fall during the year is
expected to be 6 per cent. The greatest downturn is in private non-
residential building investment, while public building increases by
around 5 per cent. 

Construction investment still at a high level. For 2013 a slight
reduction of 1 per cent is expected, followed by growth of between 2
per cent and 3 per cent in 2014 and 2015. Activity continues to be
dominated by public infrastructure investment.

The housing market
House building fell markedly throughout 2012. There were just over
20,000 housing starts in Sweden in 2012, which is considerably
below our forecast. We can see this fall in both blocks and detached
houses. 

Fresh growth in building and 
construction in Sweden from 2014
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A small increase in the number of housing starts is expected in 2013.
Our forecast is 22,000 house building starts. The growth will
probably come during autumn 2013.  

Sales prices of homes continue to increase in Sweden, in spite of the
prospect of weaker market trends, loan ceilings and other
limitations to credit. For Sweden as a whole, the price of housing co-
operative apartments increased by 12 per cent and of larger deta-
ched homes by 3 per cent from January 2012 to January 2013.
(source: mäklarstatistik.se). There are considerable regional
differences, however. But anxiety about the development of the
economy, the risk of increasing unemployment and the ceiling on
loans has affected the residential market. The turnover time has
increased in the last year and fewer homes are being put up for sale.    

Latest data from January 2013

Price rises for used homes in Greater Stockholm and Greater
Göteborg were significantly above our forecasts for 2012. The price
rises have been due to demand exceeding the number of homes on
the market. Sellers therefore chose not to sell until the desired price
had been achieved, which is confirmed by the fact that turnover
times are reported to have increased throughout 2012.  

If we look at households' situation, we can see that the housing af-
fordability index shows that household income margins (what
households have left after tax to service a mortgage) have increased
during 2012. When the index is 100, households have 15 per cent of
their income available to service a mortgage. 

Prices of used homes also up in the
larger towns in 2013.

House building on the way up at
the end of 2013
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We expect somewhat lower price growth in 2013. Prospects of
increased unemployment and greater limitations to obtaining a loan
will slow price increases somewhat. The residential market for
Greater Malmö is somewhat influenced by the weak economic pros-
pects for Denmark. In this area, the number of used homes on the
market is much higher, relatively speaking, than in the rest of
Sweden.

Non-residential buildings
Activity in buildings for retailing was high in the first half year and
increased somewhat. Public buildings for education and health
showed a slightly downward trend in the first half year, but rose a
little in the second half.

The number of building permits for office buildings increased
steadily from summer 2011 onward and throughout 2012. 

Lower investment in private non-residential building is expected in
2013.
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Construction

After several years of relatively strong growth in construction
investment, the level and the activity in the market are high. For
2012, a growth in investment of approximately 5 per cent is
expected. For 2013 a slight reduction in activity of 1 per cent is
expected, followed by an increase of between 2 per cent and 3 per
cent in 2014 and 2015. The reduction in 2013 is mainly due to
somewhat lower activity in private construction investment and the
fact that some major public projects are being postponed.

The action plan for road and rail for the period 2010 to 2021 has
allocated SEK 417 billion, or 35 billion a year. A further SEK 5 billion
is allocated in 2012 for reinvestment and maintenance of roads and
railways. There are two major projects in particular in the period up
until 2015: Förbifart Stockholm and the redevelopment of Slussen in
Stockholm. The intention is for these projects to get started in 2012
or 2013. We anticipate growth in public sector construction
investment of around 9 per cent in 2012 and 6 per cent in 2013. Total
investment in construction is expected to grow by 5.5 per cent in
2012 and 1 per cent in 2013, as a result of lower private investment 
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Denmark
Denmark – improvement from a low level
Q4 brought new and very weak GDP figures. However this
downturn must be seen in the light of a marked upward adjustment
of the Q3 figures. Overall, if we compare Q4 2012 with Q4 2011,
activity measured in terms of GDP is down by 1 per cent.
Expectations for 2012 have been low for a long time however, so the
figures hold no surprises. 

For the Danish economy, which is coming from a marked economic
recession, signs of even weakly positive growth figures will be
perceived as a positive development in the present situation. The 
forecasts  estimate a growth in the Danish economy of 0.75 per cent
in 2013, increasing to 1.5 per cent in 2014. This would undoubtedly
represent a considerable improvement compared with develop-
ments in 2012, when GDP fell year-on-year by 0.6 per cent.  

Given the weak development of 2012 as a starting point, there are
now many who see signs of light at the end of the tunnel for the
Danish economy. Among other things, both the Danish purchasing
managers' index (PMI) and the economic barometer for Danish
industry indicate a lift through the last quarter of 2012. Even though
these are primarily reports of mood and confidence, and not as yet
visible in terms of production volumes, historically these indicators
have given an early sign of the development of actual production,
and the improvement could therefore be an early sign that industrial
production is heading for better times.  

6) Consensus Forecast

A change in the mood 
of Danish industry?



30 ECONOMIC ACTIVITY REPORT  MARCH 2013

Whether or not the improvement in GDP growth will be strong
enough to avoid a weaker trend in the labour market in 2013 is
highly uncertain, but there are still grounds for optimism. Against all
predictions, the number of advertised vacancies has increased
somewhat recently and, in spite of weak growth, unemployment has
stabilised at just over 6 per cent. There is reason to believe that
some of the strength of the Danish labour market in such an
economic downturn has been due to flexibility in the employment
situation. In a situation of economic downturn and increasing
uncertainty about the market basis, companies will naturally be
hesitant to commit themselves to fixed costs. Unlike in Norway and
Sweden however, the workforce is not as much of a "fixed cost" in
Denmark because the labour force can easily be scaled down again
if necessary. 

Latest data from December 2012

Growth in consumption will be one of the keys to a new upturn in
the Danish economy, but any rapid upturn appears unlikely in the
short term. Danish households will continue to be burdened by a
high level of debt and modest income growth in 2013. High inflation
and very low pay increases gave no room for increased
consumption in 2012. In 2013, pay will probably continue to grow
little, but hopefully falling consumer prices, seen in isolation, will
provide a solid contribution to buying power. In January 2013, in-
flation was down to 1.3 per cent measured against January 2012,
while the corresponding inflation rate a year earlier was almost 3
per cent. The difference in the inflation rates is not inconsiderable:
1.5 per cent measured in terms of household buying power.   

Consumption growth continues 
to be low, but lower inflation 

is helping

The labour market appears strong
in spite of economic weakness
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Based on experience of the housing bubble that burst in Denmark in
2008, we should be cautious about pointing to house prices as a
driving force for growth in themselves. But one of the keys to a new
upturn could lie in a moderate increase in house prices and avoiding
any further falls. In this way, household asset positions can be
strengthened, which in turn will stimulate growth in consumption.
Prices levelled off in 2012 after falling throughout 2011. This is
positive in the sense that the economy can avoid a further negative
spiral of falling assets and falling household consumption. We be-
lieve that house prices will make a moderate positive contribution in
2013, which will support a moderate positive development in
household consumption. 

The Danish economy

The building, construction and property market

The Danish economy's contribution to building and construction
The Danish economy has been and remains in a difficult period. In
2012, GDP increased by less than 1 per cent, and by 1.1 per cent in
2011. Growth of  a little less than 1.7 per cent is expected in 2013.
Somewhat brighter prospects for the global economy in 2013 will
make a positive contribution to slightly stronger growth in the
Danish economy, which is strongly dependent on exports. The
government has already initiated recently proposed growth
measures with a clear angle towards building and construction.  

Increasing investment deficit in the Danish economy
The level of investment in the Danish economy fell sharply during
the financial crisis of 2008 and has never managed to make up the
deficit since. Considerable over investment, not least in homes, be-
fore the financial crisis is an important cause of this. It is primarily
the residential segment that is keeping levels down, but investments
from industry have also remained low.  

Over the period 1990 to 2013, investment in homes, commercial
buildings and construction represented on average 9.5 per cent of
Danish GDP. In 2012 these investments represented an average of
8.4 per cent of GDP. A simple projection of what would be needed to
bring investment levels in the Danish building and construction
sector up to "normal" levels in relation to GDP in two years would
indicate a relatively healthy growth in investment of 15-20 per cent
in this period. 

Actual investment level in building and construction and "normal"
level in relation to GDP over the period 1991 to 2012 

"Normalisation" would indicate 
15-20 per cent growth over a 

two-year period

Source: DST and Veidekke
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The building and construction market towards 2015

Total building and construction investments increased by about 0.5
per cent in 2012. Growth in 2013 is expected to further increase to 2
per cent, much of it coming from growth in public sector initiatives
to upgrade buildings and constructions. 
For 2014 and 2015, a further growth in building and construction
investment of around 5 per cent a year is expected. These forecasts
assume that private building and construction activity will increase
again.

Homes
In 2012, investment in homes decreased by about 5 per cent. A
further reduction of 2.5 per cent is expected for 2013. We expect new
growth in housing investment from 2014, in line with an
international upturn.

The price of used homes in Copenhagen fell by 37 per cent over the
period from summer 2006 to the end of 2008. Since that time, the
housing market in Denmark has remained low, with many vacant
apartments and little growth in prices.

Slightly brighter prospects for
Danish building and construction
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The price rise in 2012 was 4 per cent. We expect this trend to
continue in 2013. Even though the economic situation is improving,
there is reason to assume that it will take some time before house
prices and growth in the housing market will return. There are still
about 40,000 vacant homes on the market that must be sold before
prices go up. On a somewhat uncertain basis, we are forecasting a
growth of 4 per cent in sales prices in Copenhagen and 2 per cent
for the whole country in 2013.

Latest data from December 2012

New housing starts have fallen considerably during the year. It is
private house building that has fallen the most. The level is now less
than 12,000 housing starts in 2012. House building is now largely
being kept up by public sector house building. In 2013, house build-
ing will continue to decline during the first half year, but with the
prospect of a modest rise towards the end of the year. 

Non-residential buildings
Investment in private non-residential building has fallen
considerably in recent years. The decline in 2012 was 12 per cent,
and investment in office building fell by 60 per cent from 2008 to
2011. Moreover, activity is at a historically low level. It is also our as-
sessment that there is no prospect of growth in the private part of
the non-residential building segment before the latter part of 2014,
and when we see a significant improvement in the economic
situation. Public sector investment in non-residential building will
create a counterweight to the fall in the private sector. The Danish
government's kick start to the economy will mean increased building
of kindergartens, schools and housing for the elderly. There are also
reports of an increase in hospital and university building. Public
sector building investment is expected to increase by 11 per cent in
both 2013 and 2014. 

Construction
Investment in construction has a somewhat brighter future. A
growth of 2 per cent is expected for 2013, rising to at least 5 per cent
in 2014 and 2015. It is road and railway initiatives that represent the
greatest growth. The Fehmarn-Bält connection, a combination road
and rail tunnel between Rødby and Puttgarden, is expected to be
started between now and 2015.

We welcome opinions and comments.
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