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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: www.veidekke.no. 

Oslo, 19 September 2011

Rolf O. Albriktsen
Strategy and Market Director
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New since March – main points
The International Economy
Since the previous state of the market report was presented in March, 
the global economy has grown at a more moderate tempo than we 
forecast in March. Financial unrest has increased, which has not least 
been reflected in the recent stock market falls. Two conditions in 
particular have created unrest in the financial market: the debt crisis 
in the USA and Europe and the risk of a new global recession.

The debt crisis in the USA is largely about the market’s limited faith in 
the politicians’ ability to handle the crisis. Negotiating a new, higher 
debt ceiling took a long time. Also, there was no agreement on ad-
equate tax increases. Then came the downgrading of credit worthiness 
by S&P. 

In the Eurozone, the debt crisis has spread from Greece, Portugal and 
Ireland to larger countries like Spain and Italy. This has led to further 
unrest in the financial market and greater differences in interest rates 
between the countries with “healthy” and “unhealthy” economies.

In spite of the unrest in the financial markets, there is a general per-
ception that the global economy continues to grow, albeit at a more 
moderate tempo. GDP growth in the USA has been further adjusted 
downwards from the 2.2% we forecast in the March report to 1.8% this 
year. The downward adjustment for 2012 is from 1.8% to 1.3%. The 
reasons for the adjustment are continued structural problems in the 
labour market and housing market, as well as a general mistrust of the 
politicians’ ability to solve the fundamental problems. 

Our prognosis of a GDP growth in the Eurozone of between 1% and 
1.5% in 2011 and 2012 still holds, but with more belief in a 1% growth 
rate. 

Global GDP growth has been adjusted downwards by 0.5 percentage 
points from 4% to 3.5% for 2011 and 2012. 

The risk of weaker development is greater than it was before. The 
growth economies account for two-thirds of the period’s growth. 

Increasing pessimism and 
debt crisis

A moderate growth in 
the global economy
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Summary
Norway
• 3% GDP growth this year and in 2012
• No increase in interest rates this year
• Continued good activity in the building and construction market
• House prices have increased steadily through 2011 
• Growth in non-residential building has come to a stop at a high level
• An increasing construction market with continuing good capacity

Sweden
• Domestic demand and exports are pulling GDP growth down this 
 year and next year
• Households’ contribution to BNP growth is diminishing
• Building and construction investment falling markedly through the  
 autumn after a good first half year
• House building is falling 
• Non-residential building is keeping up this year 
• The construction market will be the driving force of development

Denmark  
• Falling GDP growth this year, 1% in 2012
• Unemployment decreasing slowly
• Building and construction activity almost unchanged and at 
 a low level
• The housing market continues to be weak
• The public sector is keeping building and construction activity up
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The Norwegian Economy
Growth in the Norwegian economy is good. Our forecast for 3% GDP 
growth in both 2011 and 2012 holds. Good state finances, increasing 
oil and gas investment and optimistic households mean that Norway is 
developing better than the industrialised world. Consumer investment 
and consumption and the knock-on effects of a growing oil industry will 
be important contributors to this growth. The continuing strong krone 
will put the pressure of this specifically Norwegian development over 
onto the export companies. Price increases are still below Norges 
Bank’s target. Prices will increase as increasing costs are passed on to 
households. This means that Norges Bank will increase interest rates 
in the longer term, but at a lower tempo than we envisaged in March 
because of the krone exchange rate.

There is a great deal of unrest in the financial markets at present and 
uncertainty surrounding the development of the global economy is 
unusually great. If the debt crisis in Europe worsens, this will also have 
a negative effect on the Norwegian economy. Norwegian companies 
would find it more expensive and more difficult to get loans, and the 
result would be reduced investment. Households would become more 
pessimistic, consumption would go down and the housing market 
would weaken. 

Developments in individual indicators
Retail sales showed a flat trend during the first months of 2011, but 
increased a little over the spring and summer. A cold winter led to high 
electricity bills and thus reduced buying power among consumers. 
Electricity prices have now fallen again and we can see more interest 
in buying.

Latest data from July 2011

The Norwegian economy has been 
little affected until now by the 

financial unrest

Norway

GDP growth of 3 % in 2011 
and 2012

Retail trade is as expected
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Electricity prices have fallen recently and there is the prospect of lower 
electricity prices than we had last winter. Income trends also continue 
to be good and continued low interest rates are expected over the next 
few years. 

The labour market had a more positive development in the first half 
year than we anticipated at the start of the year. Employment has 
increased by 2,000 persons a month on average. The number of new 
jobs has increased faster than the supply of new job seekers. Unem-
ployment has therefore decreased by more than expected at the start 
of the year. Unemployment recorded by the labour offices has gone 
down from 2.9% at year end to 2.7% now. Both historically and in com-
parison with other countries, this is a low level. Even so, both Norges 
Bank’s regional network and Statistics Norway’s economic barometer 
both report that there is still a good workforce available.
 

Latest data from July 2011

In July this year the fall in unemployment stopped. Less demand for 
labour, especially in the service sectors, was an important cause. We 
believe this is a temporary slowdown in the reduction in unemployment 
and an unchanged level of unemployment for the rest of the year.

Inflation fell from 2.8% at year end to close to 1% in March. Since 
March, price trends have been somewhat upward. This can be partly 
explained by better productivity, somewhat better margins in com-
panies and lower wage growth. Assuming a stable development in 
productivity in future, somewhat increasing wage growth and better 
margins in companies, both inflation and core inflation will increase 
slowly over the next few years. 

The reduction in unemployment 
has stopped
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Both unemployment and GDP growth look like being similar to the aver-
ages of recent years. Norges Bank estimates that capacity utilisation in 
the Norwegian economy is normal. Wage growth is becoming normalised. 
Seen in relation to this situation, the key interest rate is at a low level. This 
is mainly because inflation is below the 2.5% target. The key interest rate 
is being kept low to increase inflation.  

Latest data from August 2011

At the beginning of the year we believed there would be three interest 
rate increases in 2011 to a key interest rate of 2.75% at year end. That 
would mean a further two increases of 0.25 percentage points in the 
autumn. At its interest rate meeting on 10 August this year, the central 
bank decided to keep interest rates unchanged. This was due to the 
recently increased uncertainty in the financial markets and signals 
of weaker growth internationally. The meeting decided to lower the 
expected future interest rate path, to take the krone exchange rate into 
consideration. We can probably look forward to continued low interest 
rates in Norway for the time being.

Assumptions for building and construction
Looking at Norway in isolation, there are few changes to the real eco-
nomic assumptions for building and construction in the last half of the 
year. The labour market is developing as expected. Production growth 
and consumption are also as anticipated, while investment growth is a 
little less than expected. The expectations of households and compa-
nies for future development are somewhat weaker than in the March 
report. Uncertainty in the financial markets has increased considerably 
more than anticipated. There are also weaker growth signals interna-
tionally. In our industry, greater uncertainty will influence investors’ 
decisions on starting new building projects. If this uncertainty lasts 
long, households will delay buying new homes. In this situation, good 
state finances will continue to be the industry’s life raft against a severe 
fall, with continued investment in infrastructure and better public build-
ings.

 

Inflation will increase
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The building, construction and property markets

The building and construction market
Our prognosis for growth in the building and construction market was 
for 5% annual growth in 2011 and 2012. So far in 2011, the building 
and construction market has developed as anticipated. The level of 
activity is high, but there is still a great deal of competition for jobs in 
both building and construction. Cost pressure was described in the last 
state of the market report as one of our biggest challenges and, as ex-
pected, it has increased over the past six months. In the longer term, if 
this continues at the same tempo, it could become one of the industry’s 
greatest market challenges. Primarily, this could occur through cuts in 
public grants for building and construction.  

The inflow of new orders has been increasing throughout 2011. This 
applies to homes in particular, where the growth has been almost 50%. 
Growth has been less this year in construction and building. The level 
here has been higher and activity in these segments has been good in 
the last year.

If growth in the international economy is further weakened and 
unrest in the financial markets increases more than expected during 
the autumn, this would probably have some effect on developments in 
the building and construction markets in 2012. It would initially affect 
the private non-residential building market and house building.

The growth estimate for the building and construction market in 2012 
is still 5%. This prognosis is based on an assumption of somewhat less 
growth in the private non-residential market than previously thought. 
This is totally compensated by somewhat increased public building and 
even more construction. 

As previously, we estimate lower growth for 2013 and 2014, 3% in 
2013 and 0% in 2014, as a result of capacity issues and lower growth 
prospects for the Norwegian economy.  
   

More new orders

The building and construction 
market is developing as expected
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Our forecast for each segment is as follows:
• House building has increased during 2011 and the current level is  
 28,000 housing starts. The price of homes has increased over the  
 first half year, but has flattened out in recent months. We therefore  
 anticipate a price growth of 9% in 2011 and a further 5% growth  
 in 2012. Estimates towards 2015 are subject to uncertainty. Higher  
 interest rates and building costs as a result of capacity problems 
 may contribute to lower housing investments in 2014 and 2015. 

• The business upturn in 2010 and the start of 2011 increased 
 optimism among private developers and contributed to an increase  
 in investments in private non-residential buildings. In 2011, a growth  
 of 2.5% is expected in non-residential building, with a further growth  
 of 2.5% in 2012. The growth will come in private non-residential  
 building. 

• There has been regular growth in the construction market for several
  years now. An increased commitment to better transport has led to  
 projects being prioritised ahead in time. Construction activities are  
 therefore at a high level. In the years to come, continued growth is 
 expected in transport construction, while activity in oil-related con- 
 struction will continue to fall. On the whole, declining growth is 
 expected in construction, but from a high level.

• Repairs and maintenance are an area experiencing relatively strong  
 growth. The growth is in every area, but the growth is expected to  
 continue particularly in road and railway maintenance. 

House prices

House price trends are entirely in accordance with our predictions 
last winter. Our prognosis of 10% growth in used homes in apartment 
blocks for 2011 remains. There was growth from July to August this 
year for all types of homes. House prices in Norway are however high 
in both real and nominal terms. The rate of turnover is also stable, at a 
high level. However the number of homes for sale rose in August this 
year, compared with the previous months. There are several factors 
behind this trend, but the increasing number of new housing projects 
coming onto the market is an important reason for the trend we are 
seeing. 

The price of used homes in 
apartment blocks up by 

10% in 2011
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Latest data from August 2011

Sales prices in Oslo, measured by the OBOS statistics, are also 
increasing at a high rate. 

Latest data from August 2011

In Oslo, price growth from July to August was fully 5%, and 12% on an 
annual basis. Here too, weaker growth is expected during the autumn 
and our prognosis of 10% for 2011 remains. The rate of turnover is 
stable and at a high level.

The housing market is developing well, as expected. Low interest 
rates, a stable labour market and continuing good wage trends are 
the main reasons why we believe prices will continue to rise over the 
autumn. The growth in the market for used homes has also affected 
the sale of new homes, which has increased through the year.

House prices in the Oslo area 
have risen by 12 % this year 

compared with the year before
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House building

Latest data from July 2011

So far this year, planning permission has been given for about 15,500 
housing starts, which is 4,500 more than the year before. For the year 
as a whole we are looking at 28,000 housing starts. The prognosis 
for the year was 27,000. We keep to our prognosis on the basis that 
uncertainties in the financial market may cause some projects to be 
delayed.  

For 2012 we have adjusted our prognoses downward a little. Our 
original prognosis for 2012 was 29,000 housing starts, but this has 
also been adjusted downwards to 27,000 for 2012. The reason is that 
investors will be more careful and some of the projects will be post-
poned. We will maintain our prognoses for the period 2013 to 2015 on 
the assumption of a strong demographic need for more homes and 
continuing good economic trends in households.  

House building higher than 
anticipated

Prognosis of 27,000 housing 
starts this year remains
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Non-residential buildings

Latest data from July 2011

We anticipated a growth of 5% in new starts of non-residential build-
ings. Over the last two months, growth has slowed and levelled out. 
The weaker growth is probably due to fewer public buildings than 
anticipated being started. The flow of new projects in office and com-
mercial buildings is still good and the level of activity is high. 

Building costs

Growth in building costs increased during the first part of 2011.This has 
now stabilised at 4%. Material prices have pushed the growth upwards. 
Continuing high levels of activity and high raw materials prices are 
continuing to push prices up. The earlier forecast of growth of around 
5% in 2012 remains. 

4% growth in building costs

Non-residential building levelling 
out at a high level
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Economic indicators for Sweden
Sweden saw a strong growth in GDP of 5.4% in 2010 and this trend 
continued into the first months of 2011. A slowing down is expected 
for the remainder of the year, with an overall growth in GDP of 3.5% 
in 2011. A weaker development in export industry and uncertainty in 
other industries are leading to increased pessimism and lower invest-
ment. The fall in the equity markets weakened household economies 
and tended to make prospects more negative, leading to lower private 
consumption and private investment.  

Growth in 2012 and 2013 is expected to be a more “normal” 2%. All 
indicators are pointing towards lower growth in the future. Industry’s 
order books are also showing a clear downward trend. 

We had assumed previously that some of the fall in exports would be 
compensated by continuing domestic demand. In 2010, private con-
sumption accounted for much of the growth in GDP. During the first 
half year, we can see clear signs that the growth in private consump-
tion has slackened. There is reason to suppose that the households’ 
role as a driving force in the economy will lessen over the next two 
years. The reason for this is as follows: less confidence in the future, 
stricter financial policy and no tax relief, fewer new jobs and less 
growth in credit.  

Retail sales fell by 0.7% from June to July, against an anticipated weak 
increase of 0.1%. The trend throughout 2011 has been flat, and consid-
erably below the growth we had anticipated. 

Latest data from July 2011

 GDP growth 3.5% in Sweden 
this year

Fall in retail sales

Sweden 
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Stimulatory measures are expected to help increase disposable in-
come and, in the best case, stop the fall in retail sales over the autumn 
and winter. 

The improvement in the labour market is now somewhat slower than 
during the winter. The increase in employment has gone down from 
35,000 in the first quarter to 13,000 in the third quarter. Unemployment 
has fallen to around 7.5% of the workforce.
 

Latest data from July 2011

There is now reason to suppose that the fall in unemployment will 
be put on hold until 2013. Both the increase in employment and the 
number of vacant jobs are expected to level out. This means that un-
employment will level out at around 7.5% this autumn and through next 
year. 

Latest data from June 2011

After strong growth in industrial production in the first quarter of the 
year, the downturn has now started. All indicators point to a weaker 
trend in industrial production than previously forecast. The purchasing 
managers’ index indicates less demand in both domestic and export 
markets. The National Institute of Economic Research’s economic 
barometer indicates lower activity in the future. Production is also 
slowing as a result of industry no longer building up its stocks.

Inflation has increased steadily through the autumn and is now at 
around 5% in terms of annual growth. Core inflation has been between 
1% and 2% throughout 2011, which is slightly below the long term 
inflation target of 2%.

Industrial production decreases

Inflation close to 3%
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Inflation of 3% is anticipated for 2011, which is in line with our estimate. 
The price of food and transport is expected to increase through the 
autumn, while the effect of imports will continue to hold inflation down. 

Riksbanken has raised the key interest rate from 0.25% in June to 2% 
in September. At the last interest rate meeting in summer, two further 
rate rises were signalled for the autumn. The present weaker growth, 
low inflation and unrest in the financial markets, led Riksbanken to sig-
nal that future rises could be postponed. An increase of 0.5 percentage 
points in the coming 12 months is suggested. 
 

Latest data from August 2011

A further worsening in the unrest and weaker real economic de-
velopment could lead to interest rates remaining unchanged or being 
reduced in 2012. 
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The building and property market 
In the previous state of the market report, we forecast growth in the 
available building and construction market of 6% in 2011. The growth 
forecast has now been reduced to 3% in 2011 and 4.5% in 2012. The 
downward adjustment comes in housing investment for 2011, where 
growth has been adjusted down from 7% to 3%. In construction, 
growth has been adjusted down from 6% to 1% as a result of several 
major projects not going ahead yet. The growth predictions here for 
2012 are higher than previously estimated.

Growth in investment in private non-residential buildings has been ad-
justed down from 8% to 2% in 2012 and remains unchanged at 6% in 
2011. Businesses and suppliers to the car industry are postponing the 
building of new factories and premises. 

The unrest is having a short term effect on the housing market in that 
households are postponing the purchase of new homes. In the longer 
term, i.e. in 2013, there is reason to suppose that investment in hous-
ing will rise again. 

In private non-residential buildings growth of 8% is expected in 2011, 
decreasing to 2% in 2012. The weaker growth in 2012 is as a result of 
planned projects being postponed due to market uncertainty. This will 
weaken new starts and production next year. Growth in 2011 is less af-
fected by unrest because there are projects under way and in produc-
tion throughout 2011. Activity level around the major conurbations is 
high and less of a downturn is expected in these areas. It is particularly 
buildings in the retail, restaurant and hotel sectors that are planned. 
There is reason to suppose that some of these may be postponed if 
there is a deeper and longer-lasting downturn.

Public building investment grew even during the previous downturn. 
The previous estimate of 5% for the next two years holds. A great deal 
of these investments is at municipal level. The health and education 
sectors are the areas of greatest growth. 
 
Nedgangen i anleggssektoren i år skyldes svakere utvikling innen The 
downturn in the construction sector this year is due to weaker develop-
ment in private construction activities. The start-up and production of 
several public construction jobs has been delayed. Unchanged growth 
is therefore expected in 2011, with a somewhat greater growth of 6% 
in 2012 as against the 4% forecast previously. Construction activity in 
the Stockholm area is high at present as a result of the ongoing Norra 
Länken and Citybanen projects. Several major infrastructure projects 
are also planned for the future. Mälarbanan and Förbifarten are two 
major projects at the planning stage. There is also construction activ-
ity in connection with the rebuilding of the Slussen area of Stockholm. 
There will also be modernisation and rebuilding of several harbour 
areas in Sweden over the next few years. 

Weaker building and construction 
investment through the autumn
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The housing market
Housing starts increased in Sweden during the first half of the year. 
We are looking at about 27,000 housing starts this year, which is in 
line with our prognoses. Starts are increasing in the most expansive 
region of Sweden. The tendency now is for the growth in housing starts 
to tail off through the summer and autumn. This is a consequence of 
slower sales of new and used homes as a result of increased caution 
in households and a more difficult financing situation. We believe that 
this will put a brake on housing starts in the short term – that is to say 
for six months to a year. 

We therefore keep to our prognosis for 27,000 housing starts this year. 
For 2012, our estimate has been adjusted down to 25,000 starts. This 
would mean a weak trend in housing starts towards the end of the 
year and into next year, a return of optimism next spring and increased 
building activity through the rest of 2012.

In the longer term towards 2015, we would expect to see relatively high 
production of new homes in the major conurbations such as Stock-
holm, Gothenburg and Malmö.  

House building expected to 
decrease in the second half year



18

House prices
Prices of used homes have fallen during a large part of 2011. For 
Greater Stockholm, there is a reduction of over 4% compared with the 
peak in February. In Malmö the decrease is 2% over the same period 
and in Gothenburg around 3%.

Latest data from July 2011

There are several reasons for the decrease. Households’ faith in the 
future has been weakened over the course of the year. A weaker trend 
in the equity market over the spring and summer has further weakened 
this faith in the future. In addition to this, banks and financial institu-
tions have sharpened up their requirements for mortgages, especially 
for first time buyers. This has meant that used homes are taking longer 
to sell.

The average mortgage interest rate has increased from 3.7% to 4.1% 
between the first and second quarters of the year. 

Households still have good finances, even though the rise in inter-
est rates is contributing to an increase in housing costs. Swedbank’s 
housing affordability index shows households’ income margins when 
purchasing a home. In the second quarter of 2011, the index rose 
from 110 to 114. This means that households’ income margin when 
purchasing a home is 14%, which is an improvement compared with 
the previous quarter. The growth in household incomes has been 
stronger than the interest rate rises and has contributed to an increase 
in incomes. 

However there is nothing to indicate any growth in house prices in 
2011. New growth in the international economy combined with increas-
ing optimism about the Swedish economy could provide new growth in 
the housing market in 2012.

House prices have fallen more 
than expected 

Households’ income margin on 
house purchase has increased
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Economic indicators for Denmark

The Danish economy was hit hard by the financial crisis of 2008, com-
bined with a recession in the housing market. Economic developments 
have not yet returned to a normal level since then. This has primarily 
been the result of a housing market that continues to be weak. GDP 
figures for the second quarter indicate that the recession in the Dan-
ish economy is over. Investment and public consumption are pushing 
growth up, while private consumption is pulling it down. Altogether, for 
2011 we are now forecasting growth closer to 1% than the 1.5% we 
had in our prognoses this spring.
 

Latest data from July 2011

Unemployment is on the way down. 5,000 new jobs were created in 
Denmark in the second quarter. This comes from 7,000 new jobs in 
the private sector, balanced against 2,000 fewer in the public sector. 
Unemployment is expected to be around 4% in both 2011 and 2012.

Falling tendency in 
unemployment

The Danish economy continues 
to be weak

Denmark
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Retail sales have continued to fall throughout 2011. Prices that have 
risen by more than inflation and increasing uncertainty in the hous-
ing market are factors that have influenced this development. Signs 
of increased consumer confidence could contribute to a new upturn in 
retail sales.

The building and construction market

Continued weak development of the Danish building and construction 
market is expected in 2011 and 2012, although the decline appears to 
have stopped. Growth of 2% is expected in 2011. Increased activity in 
upgrading existing buildings and some improvement in construction 
are behind the slight growth. 
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We welcome opinions and comments.
Rolf Albriktsen 
Telephone +47 21 05 75 71 
Mobile +47 906 91 110
rolf.albriktsen@veidekke.no

After a temporary downturn in construction investment in 2010 of about 
5%, we now expect growth of about 3%. Growth in 2012 is expected to 
be at about the same level: 3%. If we look at each construction area, 
the development is as follows:

I energisektoren, som omfatter vindmøller, varmeforsyning og gass-
forIn the energy sector, which includes windmills, heat supply and gas 
supply, there is a small decline in 2011 and 2012. Road investment 
will grow considerably over the next two years as a result of the traffic 
agreement of January 2009. In addition about 3% extra was allocated 
to road purposes in the national budget of 2010. In railways, exten-
sive development of the rail network with double-track lines has been 
proposed. Work on the Metro City ring is also taking place. This is a 
gigantic project, costing some DKK 21 billion, which will be completed 
in 2018. There are also other construction investments in the pipeline 
that are expected to contribute to growth in activities over the next few 
years.

House prices

Latest data from 1st quarter 2011

The trend in house prices in the first quarter was as expected. Informa-
tion from the market indicates that prices have fallen during the second 
quarter. The number of unsold homes is still high and it will probably 
take two or three years for the market to normalise again so that prices 
can rise.
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