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Foreword
The purpose of this report is to present the 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, 28 March 2011

Rolf O. Albriktsen
Strategy and Market Director
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What happened in 2010?
Macroeconomic performance in 2010
The financial crisis and the major global recession now appears to be 
behind us. The global financial development in 2010 was better than 
expected at the beginning of the year. The global GDP growth was 
under 4 ½ %, which is almost 1 percentage point higher than expected. 
The greatest surprises on the plus side came from the USA, China 
and India in particular. The GDP growth in China and India was 9–10 
% during the past year. In Europe, Germany and Sweden in particular 
showed substantially stronger growth than expected, significantly as a 
result of a major increase in exports to China and India. 

The USA saw an upturn during the second half of last year, and 
growth in Q4 was probably at its highest for the four-year period. 
Companies had increased efficiency, and profitability was on its way 
up. The growth in household savings came to a halt and in the future 
the growth in income will be spent on consumption. Unemployment 
remained at a stable high level throughout 2010, but is expected to rise 
again when production eventually recovers. 

In 2010, the financial situation in Europe had two faces, with strong 
growth in Germany and Sweden. At times, the debt problems in a 
number of European countries created significant unrest in the finan-
cial markets. An expansive fiscal policy following the financial crisis, 
combined with a decline in tax income resulting from lower production 
and employment, contributed to great deficits in public budgets. At the 
end of 2010, the situation appeared to have stabilized after several 
countries received fiscal stimulus packages, combined with demands 
for major economic austerity. Even though Europe manages to handle 
its national debt, it will have significant consequences on future eco-
nomic development and cooperation between member countries. 

The Norwegian economy’s performance was even weaker than 
expected in 2010. Norwegian households in particular contributed to 
the poorer growth in 2010. Until the summer, consumption in Norway 
was significantly weaker than expected. During the second half of the 
year, consumption and housing prices rose much more than expected. 
At the end of 2010, we were able to ascertain that the Norwegian 
economy was about to normalize itself. Increased immigration in 2010 
contributed to an increase in the supply of labour, and we received a 
more flexible labour market again. In 2010, Norwegian export also suf-
fered from a high cost level and strong currency. This also hampered 
production to some extent. Interest rates were low, and low internation-
al interest rates contributed to Norges Bank raising interest rates more. 
 
The Swedish economy showed impressive improvement in 2010. 
Private consumption and investments were surprising on the upside, 
and also contributed to increased external demand for growth in 
exports. The GDP grew by 5.5%, which is a doubling of the growth, 
compared with our forecasts for the year. The Swedish economy has 
now returned to the same level as before the financial crisis. This has 
also led to unemployment falling markedly throughout 2010. At the end 
of the year it was some 7%.  

The Danish economy showed positive growth during the first three 
quarters. Four subsequent quarters of positive economic growth were 
replaced in Q4 2010 by a 0.4 % decline. The fall was due to weaker 
export figures. However, the growth for the year, which ended at some 
1.7 %, did not manage to have a positive effect on the labour market. 
Wages increased more than in competing countries and, together 
with a weak productivity trend, contributed to weakened competitivity. 
Domestic demand showed a positive trend in 2010, and contributed 
positively to the growth in the economy.  

The global economy moved at 
a good rate in 2010, but also 
showed signs of turbulence

The Swedish economy is 
improving faster than expected

The Danish economy is emerging 
from its worst crisis in a long time
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The building and construction market in 2010

Norway
The building and construction market showed more positive develop-
ment than expected in 2010. The growth was estimated at some 5 %, 
while our forecasts at the beginning of the year were 2 %. The develop-
ment was better than expected for both construction and private non-
residential buildings. Some 22,000 homes were started in 2010, while 
our forecasts were for 23,000. Housing prices rose by some 6 %, which 
matched our forecasts. We expected a 5 % decline in investments 
in private non-residential buildings, and the growth was estimated at 
some 1 %, while public non-residential buildings rose by 5 %, which 
matched the forecasts. 

Sweden
The growth in the Swedish economy in 2010 contributed to a reversal 
of the decline in building and construction investment. The growth was 
about 1.6 %, compared with our forecasts of an unchanged level of ac-
tivity. Housing construction in particular contributed over 20 % growth. 
The number of housing starts rose from 17,000 in 2009 to about 24,000 
in 2010. There was also a rise in investment in renovation of existing 
homes by about 30 %. Investments in private non-residential buildings 
continued to drop in 2010, while the trend is now pointing upwards. 
There was growth of some 5 % in public non-residential buildings. The 
construction sector saw a decline in investments of some 3 %.

Denmark
In 2010, the available building and construction market in Denmark fell 
by about 6 % and the country saw its lowest activity level in 25 years. 
This matches our forecasts. The continued decline in the building of 
new housing and non-residential building starts contributed to this 
heavy fall.

The outlook for 2011: Main points
The global economy has developed better than expected. This has led 
to more positive expectations towards growth in both 2011 and 2012. A 
consensus estimate is for 3.5–4 % GDP growth in the global economy 
for both 2011 and 2012. This is somewhat weaker growth than in 2010. 
The greatest growth has been in countries like Germany, China and 
India, while the growth in the USA is expected to be about 2.5 % for 
both years. 

There is less risk of a new recession than one year ago. However, 
there are other international risk factors:

• A new recession in the US housing market, with lower credit supply  
 and increasing unemployment.

• The risk of increased inflation and more growth markets may force  
 politicians to take stricter austerity measures than necessary, with a  
 hard landing of the economy as a result. 

• Continued unrest in African countries and parts of the Middle East is  
 pushing the prices of oil and other commodities up, which will press  
 consumer prices up and moderate the economic recovery. 

• A deterioration of the economic and financial situation in parts of the  
 Euro zone, spreading to Portugal and Spain.
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The key points for growth in 2011 are:

Norway
• 3 % GDP growth in 2011.
• Weak decline in unemployment.
• Market interest rates of about 4 % at the end of the year.
• An increase of up to 5 % in construction investments in 2011 
 and 2012.
• Housing investments will rise by 6 % this year.
• The price of used housing in blocks of flats will rise by up to 10 %.
• 27,000 homes will be started this year.

Sweden
• GDP growth of 4.5 % in 2011 and 4 % in 2012.
• Unemployment down, but still high – 6.5 %.
• The interest rate level will normalize, market interest rates up 
 to 3 % by the end of the year.
• A 6 % increase in construction investments in both 2011 and 2012.
• Private non-residential buildings up 9 % in 2011.
• House prices in Greater Stockholm up 6 % this year
• 27,000 housing starts in 2011, 30,000 in 2012.

Denmark   
• GDP growth of 1.5 % in 2011.
• Increasing inflation.
• Construction investments rise for the first time since 2006 – 3 %.
• Construction investments rise by 5 %.
• Still weak housing market – prices up 2 %.
• About 12,000 housing starts.
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Economic indicators for Norway
The economic situation in Norway today is significantly brighter than 
one year ago. Active use of public funding to stabilize the economy 
helped stop the Norwegian economy from falling into a deep reces-
sion in 2009. The decline in business investments on mainland Norway 
came to a halt, and showed an increase in 2010. Households’ real 
income is increasing, and makes an important contribution to further 
growth in private consumption. The GDP for mainland Norway rose by 
2.2 % from 2009 to 2010. The level of activity was significantly higher 
in the second half of 2010 than the first half, which gives a good impe-
tus into 2011. On whole, the prospects are for growth in the Norwegian 
economy for 2011 and 2012. 

The oil investment survey shows that oil investments fell more than 
expected in 2010, and are down to a low level. This growth will prob-
ably recover strongly. Together with other investment plans, increased 
building and construction activities and low interest rates, the total 
investments in the mainland economy will increase by up to 5 % this 
year and next year. The GDP growth for mainland Norway is expected 
to rise by about 3 % in both 2011 and 2012. 

Developments in individual indicators
The recession we have experienced led to wage growth falling from 
6 % in 2008 to 3.5 % in 2010. A tighter labour market in the future will 
push wages up again. In 2011, we therefore expect a wage growth 
of 3.7 %, increasing to some 4 % in 2012. This wage growth leads to 
income growth in households, and an improved standard of living. For 
2011, a growth in the real disposable income in households of about 3 
% is expected, as well as somewhat lower growth in 2012, as a result 
of increased inflation and increased interest charges.

Latest data December 2010 (the red line shows our forecasts)

About 3 % GDP growth in Norway 
in 2011 and 2012

Increasing wage growth of 
3.8 % in 2011 

Norway
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Retail sales rose by 1.7 % in 2010. There was a weak trend during the 
first half-year, but the situation improved in the second half of 2010. 
Households’ financial consolidation, with a high savings rate and rela-
tively high unemployment explains this development. Retail sales are 
expected to improve somewhat in 2011, as a result of better financial 
times, lower unemployment and further growth in household incomes. 
We expect a growth of some 3 % in 2011.

Unemployment showed a better trend in 2010 than expected. It has 
dropped slightly since last autumn. Unemployment was 3 % of the 
workforce (measured using NAV figures) in February of this year. Net 
immigration rose again throughout 2010, following the improvements 
in the economy. With good prospects for growth, there is reason to 
believe that this influx will continue in 2011. The workforce is therefore 
expected to increase significantly during the next two years, but the 
demand for labour probably will not increase at the same rate. Much 
of the demand for labour will come from the building and construction 
sector, a sector that used much foreign labour during the last business 
upturn. We therefore will have to be well into 2012 before the decline in 
unemployment falls significantly. For 2011, we expect a stable develop-
ment in unemployment, but with a falling trend.

3% rise in retail sales during 2011 

 Latest data February 2011 (the red line shows our forecasts)

Slight decline in unemployment 
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The underlying inflation has fallen during the past year, and is now at 
about 1 %. It is the prices of imported goods that have fallen during this 
period, and have contributed to a slower pace of inflation. Higher en-
ergy prices therefore contribute to the overall inflation being maintained 
at about 2 %.

This trend is expected to continue in 2011. The growth in the price of 
imported goods will remain low, but gradually slow down, at the same 
time that the price of commodities and energy keeps the total inflation 
up. We expect inflation to be about 2 % for 2011. Increased energy 
and commodities prices will not affect inflation until 2012.

Latest data February 2011 (the red line shows our forecasts)

The development in interest rates in 2010 was about as expected. 
The key policy rate rose from 1.75 % to 2 % in 2010. Unusually 
great uncertainty is attached to the interest rate estimates for 2011. 
Consumption increased in the autumn of 2010. Housing prices rose 
throughout 2010, and the increase in prices appears to be continuing 
in 2011. Several actors are calling this a housing bubble. Investments 
and production are expected to rise while continued low inflation, low 
international interest rates and uncertainty associated with the effect of 
the increase in oil and commodities prices are factors that are helping 
pull interest rates down. We expect three increases in interest rates in 
2011, but also expect a further increase in interest rates in 2012, rais-
ing market interest rates even higher. 

Market interest rates above 4 % by 
the end of 2011

Inflation at 2 % in 2011
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The building, construction and property markets

The building and construction market
Order books
Orders for new homes have practically doubled during the past two 
years, but from a low starting-point. Orders have varied significantly 
in the construction sector, and there was a decline during the first part 
of 2010, but they are now rising. This is linked to large projects com-
ing onto the market. On whole, orders are at about the same level as 
before the financial crisis. 

Building and construction investments 
The building and construction market showed more positive develop-
ment than expected in 2010. The growth is estimated at some 5 %, 
while our forecasts at the beginning of the year were 2 %. The de-
velopment was better than expected in both construction and private 
non-residential buildings. Some 22,000 homes were started in 2010, 
while our forecasts were for 23,000. Housing prices rose by some 6 %, 
which matched our forecasts. We expected a 5 % decline in invest-
ments in private non-residential buildings, and the growth is estimated 
at some 1 %, while public non-residential buildings increased by 5 %, 
which matched the forecasts. 

Continued growth in housing and non-residential buildings will contrib-
ute to growth in the total building and construction investments in 2011 
and 2012. Activity in repair and maintenance of existing buildings will 
also pull growth up. On whole, we envision three years of good activity 
in building and construction.

Our forecast for each segment is as follows:

• In 2010, investments in homes grew by about 3 %, compared with  
 our estimate of 1 %. Housing investments are at a low level, and 
 significant growth must be increased in the years to come. Housing 
 prices are now about to rise significantly, mainly as a result of low  
 supply of homes on the market. Building costs have not grown at  
 the same rate, which indicates increased activity in future years. We 
 therefore expect a 7 % growth in 2011 and further up to 8 % growth  
 in 2012. Uncertainty is associated with the estimates up to 2015.  
 Higher interest rates and building costs as a result of capacity prob- 
 lems may contribute to lower housing investments in 2014 and 2015. 

Building and construction 
investments rise by 5 % annually 

in 2011 and 2012
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• We expected a 5 % decline in investments in non-residential build- 
 ings from 2009 to 2010. The business upturn and increased 
 optimism among private developers contributed to an increase in  
 investments in private non-residential buildings. 2.5 % growth in non- 
 residential buildings is expected for 2011, increasing to 4 % for 2012.  
 The growth will be in private non-residential buildings. 
• There has been regular growth in the construction market for 
 several years now. An increased commitment to better transport has  
 led to projects being prioritized ahead in time. Construction activities  
 are therefore at a high level. In the years to come, continued growth  
 is expected in transport construction, while the activity in oil-related  
 construction will continue to fall. On whole, declining growth is 
 expected in construction, but at a high level.
• Repairs and maintenance are an area experiencing relatively great  
 growth. The growth is in every area, but the growth is expected to  
 continue particularly in road and railway maintenance. 

Housing prices

Latest data February 2011 (the red line shows our forecasts)

The price of used homes rose from September to now by close to 7 %. 
Prices are expected to increase by about 8 % over the next 12 months. 
The growth in flats is expected to be even greater, and is estimated at 
around 10 % for next year. Several factors are driving prices upwards. 
The interest rate level is expected to remain relatively low. Unemploy-
ment has stopped growing, and is showing a downward trend. The 
general economic prospects are good, and household incomes are 
rising again. The recession has also led to very few housing projects, 
compared with the needs of the population. There are also few used 
homes on the market. These factors are jointly pushing prices up-
wards. The demand will last until the end of 2011 and beginning of 
2012, and contribute to continued great pressure on the price of used 
housing. 

The price of used flats will be up 
by 10 % in 2011
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Latest data February 2011 (the red line shows our forecasts)

Sales prices for used OBOS (Oslo Housing and Savings Society) 
homes rose by 7.5 % in 2010 and the number of homes sold in Febru-
ary this year was slightly higher than for February the previous year. 
Few homes for sale in Oslo, combined with high demand, will push 
prices up by about 10 % during the next 12 months.

Housing starts 
Some 22,000 homes were started in 2010; 1,000 fewer than indicated 
by our forecasts. The statistics show the number of approved buildings 
and not homes that have been physically started. There were prob-
ably more housing projects that were not started in 2007/2008 before 
the recession. Some of these projects were probably started in 2010, 
which means that the number of buildings being worked on is higher 
than shown in the start figures. Based on this perspective, starts are 
low both in relation to the long-term needs and the short-term demand 
in the big cities.

Latest data February 2011 (the red line shows our forecasts)

House prices up 10 % in Oslo
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Considerable growth in starts is expected for 2011. This is based on 
the prices of used homes having risen more than building costs. The 
profitability in starting projects is therefore increasing. An increase in 
demand will also continue to push prices further up, and lead to more 
plots that are ready to be developed being released through increased 
intensity in municipal case processing. 

Significant growth in housing construction is expected during the 
period up to 2015. The economic prospects are good, and the demand 
and need for new homes is appearing to rise. The risk is increas-
ing cost pressure as a result of increased capacity exploitation in the 
industry, and a rapidly-rising interest rate level that places pressure on 
household economy. 

Non-residential building starts

Latest data December 2010 (the red line shows our forecasts)

Non-residential building starts will 
rise by 5 % in 2011 

27,000 homes will start in 2011
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Non-residential building starts rose by 6 % in 2010, while we expected 
an 8 % decline. 

We expect non-residential building starts to be around 5 % higher in 
2011 than at the start of the year. The following development is expect-
ed in the individual segments:
• A 3–5 % rise is expected for office buildings.
• Commercial buildings will also show a weak increase of 2–3 %.
• Continued stability in transport and communication buildings
• We expect the high level of current activity to continue for health  
 care buildings and educational buildings.
• Garages and leisure buildings will be unchanged.

The growth in building costs increased throughout 2010, and was at 
4.2 % annual growth in January 2011. Material prices have pushed 
prices up. There is reason to believe that this growth will be even 
higher in 2011 and the beginning of 2012. Increasing oil and commodi-
ties prices, and a gradually rising interest rate level will further push 
prices up. Business trends will also contribute to pushing wages up 
during this year and into 2012. 

Probable 5 % rise in building 
costs in 2011
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Economic indicators for Sweden
Recently-published statistics show that the Swedish economy is con-
tinuing to expand rapidly. In Q4 2010, the GDP grew by 1.2 %, com-
pared with Q3. The annual growth is up to 7.3 %. Domestic demand 
has now taken over as a growth engine in the Swedish economy. Pri-
vate consumption was 0.5 percentage points and investments were 0.3 
percentage points of the growth in the last quarter, while net exports 
showed a decline of 0.1 percentage points. 

The average growth in the GDP in Sweden was 5.5 %, which is signifi-
cantly above our assumptions. For the year as a whole, it is industrial 
production and exports that contributed to the growth, while domestic 
demand has now taken over as the most important growth factor. 
There are still signs that point in the direction of slowing the growth. 
We now see a weaker development in retail trade and intermediate 
goods. Households’ trust in Sweden’s economy is still strong, but in-
creasing interest rates, rising prices and increasing housing costs may 
limit the growth in disposable income.

Throughout 2010, the confidence indicators for the Swedish economy 
pointed upwards. Export is also continuing to grow, at the same time 
that there are signs that the restoration phase after the recession is 
nearing an end. There is therefore reason to assume that the strong 
growth we have seen during the past year will decline somewhat both 
this year and next year. The GDP growth for 2011 is assumed to be 
about 4.5 %, dropping to 4 % in 2012. Financial activity will still remain 
at a high level. Public finances are still developing very positively, as a 
result of the fast restoration of the economy and earlier reforms. 

The risks are the same as in the past. The development of national 
debt in southern Europe is still negative. The balancing act between 
fiscal and monetary policy is still a great challenge in economic policy. 
Even though economic growth and prices are rising, unemployment is 
high, which means that economic policy must both speed up and slow 
down at the same time. 

Unemployment increased in December from 7.1 % in November to 7.4 
%. With seasonal adjustments, unemployment was 7.8 %. Job place-
ment increased at the same time, which means that the workforce is 
growing. The number of long-term unemployed is rising, and was 35 
% in December. This means that it will take longer to lower the total 
unemployment. For the present year, we expect a decline of some 6.5 
% at the end of the year. 

GDP growth of 4.5 % in Sweden in 
2011 and 2012

Sweden

Unemployment is continuing to 
drop, but has a high level – 6.5 %.
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Latest data December 2010 (the red line shows our forecasts)

Latest data January 2011 (the red line shows our forecasts)

Retail sales rose by 3.4 % in 2010, while our assumptions were 2 %. 
There was a weaker trend at the end of 2010 than expected. Optimism 
in households is growing, lower unemployment and more people work-
ing yields increasing income, and the growth in housing prices creates 
a feeling of prosperity and low interest rates in 2011, even though they 
are rising. These are prerequisites for growth in retail sales. Our fore-
cast is for 5 % growth in retail sales in 2011. 

Latest data Januar 2011 (the red line shows our forecasts)

Retail sales will rise 
by 5 % in 2011

Industrial production 
up 5 % in 2011
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The expectation indicator for the industry turned upwards at the end of 
2010, after a flat development during the second half-year. We expect 
5 % growth in industrial production in 2011, which is somewhat lower 
than what we saw in 2010. 

Today inflation is 2.5 %, and has increased regularly since the end of 
2009. The past few years have been characterized by low capacity 
exploitation, a high productivity trend and low wage growth. This has 
yielded weak price impulses. In 2011, increased interest charges and 
higher oil and commodities prices will contribute to increasing inflation. 
The average inflation in 2011 will therefore be 2 %. 

Sveriges Riksbank will continue to raise interest rates at future meet-
ings, and the interest rate at the end of the year will remain at 2.25 %. 
The risk of future imbalances and the desire to slow down the growth 
in debt are important arguments in favour of the increase in interest 
rates. A strong Swedish currency in the autumn of 2011 and continued 
low international interest rates will deter the Riksbank from further rais-
ing interest rates. This means a market interest rate of just below 3 % 
at the end of the year.

Latest data February 2011 (the red line shows our forecasts)

Energy prices and increased 
interest charges push inflation up

Continued normalization of 
interest rates in Sweden in 2011



17

The building and construction market in Sweden
The growth in the Swedish economy in 2010 contributed to the revers-
al of the decline in building and construction investment. The growth 
was about 1.6 %, compared with our forecasts of an unchanged level 
of activity. Housing construction in particular contributed over 20 % 
growth. The number of housing starts rose from 17,000 in 2009 to 
about 24,000 in 2010. There was also an increase in investment in 
rebuilding of existing homes by about 30 %. Investments in private 
non-residential buildings continued to drop in 2010, while the trend is 
now pointing upwards. There was growth of some 5 % in public non-
residential buildings. The construction sector saw a decline in invest-
ments of some 3 %.

6 % growth is expected in the available market in both 2011 and 2012.

There will be growth in every sector, but particularly private non-resi-
dential buildings, with 9 % growth, and housing investments, with 7 % 
growth, will contribute to an increase in the activity level in 2011.

Demand for private buildings was greatly affected by the recession. 
In 2010, the decline in investments was estimated at 11 %. This led to 
several projects that had been planned to start being postponed. Opti-
mism has now returned, and several of these projects are being taken 
out again, and started. New projects are also being planned, especially 
in trade, restaurants and hotels. In trade, it is particularly in Stockholm 
and Skåne that activities are increasing. In Stockholm, over 4,000 hotel 
rooms are planned to be completed during the next two years. The 
leisure building sector is also seeing improvement.

Public investment in non-residential buildings grew even during the 
recession. These investments will rise by some 5 % annually during 
the next two years. Most of the activity is in the county and municipal 
sector. 

The decline in construction investments in 2010 is mainly due to public 
infrastructure projects that were postponed. Growth of 6% and 4% is 
expected for construction investments in 2011 and 2012 respectively. 
It is the big road projects that represent high activity. In the area sur-
rounding Stockholm the big transport projects will contribute to sig-
nificant activity in the construction sector during the present and next 
year. Norra Länken and Citybanan in Stockholm are in an intensive 
phase, and will contribute to growth in activity this year and next year. 
The Förbifart Stockholm (Stockholm Bypass) project is expected to be-
gin in 2012. This is the largest transport project in Sweden in modern 
times. Extensive modernization and development of ports in Sweden 
is also contributing to growth in the construction sector. The largest 
projects today are in Gävle and Trelleborg. Extensive port development 
is also being planned in Nynäshavn, and should start in 2012. 

Building and construction 
investments will rise by 6 % in 

both 2011 and 2012

Private non-residential buildings 
will rise by 9 % in 2011

Public buildings continue to 
increase in 2011

The construction sector will 
increase by 6 % in 2011
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The housing market
2010 was the year in which housing construction increased again. 
There was over 40 % growth, but from a low starting-point. On whole, 
about 24,000 homes were started in 2010. The growth has primarily 
come in the most expansive regions of Sweden, where there is a great 
lack of housing. Also in Sweden the growth in used housing prices 
has been stronger than building costs, and has helped increase the 
profitability of new builds. Lower unemployment and general economic 
growth has also increased households’ trust in the future. Based on 
our forecasts for the development in the Swedish economy in the 
future, housing construction will increase. In 2011, we expect 27,000 
homes to start, and grow to 30,000 in 2012. 

Much of the growth in housing construction will be in Stockholm/
Mälardalen, where the population growth is greatest, as a result of 
substantial migration. Some 22,000 people net move to this area every 
year. This indicates a construction need of up to 10,000 homes per 
year in this area. Little housing construction in the Gothenburg area 
and Skåne means that we will also see increased housing production 
in the coming years also there. 

An important challenge during the next few years is the development in 
building costs. Increased commodities prices, high resource exploita-
tion and rising oil prices may yield significant growth in both the mate-
rial and profitability parts of the building costs.

At the end of 2010, we saw that the growth curve again showed a 
strong upwards trend, and passed 3 % annual growth. This develop-
ment will probably continue in 2011 and the beginning of 2012. There 
is therefore reason to assume that building costs may grow by 5 % 
annually in both 2011 and the beginning of 2012. 
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Housing prices
In December 2010, the prices of used co-operatives in Greater Stock-
holm were 5 % higher, compared with January of the previous year. 
The growth for Greater Gothenburg and Greater Malmö was 3.7 %. 

Latest data 4 January 2011 (the red line shows our forecasts)

Continued growth is expected in housing prices in every region for 
2011. The arguments for growth are as follows:
• Population growth and migration to growth regions will continue. 
 Net migration to Stockholm in 2010 was 21,000 people. The corre- 
 sponding figure for Skåne was 8,000, and Västra Götaland 6,000;  
 with half of this to Gothenburg. Migration to Skåne has declined, 
 as a result of fewer migrants from Copenhagen. 

• General economic upturn. This has particularly had a positive effect  
 on the Gothenburg region and Greater Stockholm, as a result of a  
 high share of industrial and service activities. A relatively large share  
 of Skåne’s activities comes from the university and research sector,  
 and to a lesser degree has been affected by the recession. 

• Employment is on the way up, and there are correspondingly fewer  
 unemployed people. This contributes to increased optimism and faith  
 in the future. This affects all regions equally.

• 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 Q4 2010, it dropped from 145 in Q3 to 132, 
 as a result of increased interest charges. This means that house- 
 holds’ income margins for housing purchases is 32 %, which is a  
 deterioration, but levels are still acceptable. 

This means that in 2011 we expect housing price growth in Greater 
Stockholm of 6 %, 4.5 % in Greater Gothenburg, and 2 % in Skåne. 
Skåne is an area where the housing market in the short-term is af-
fected by the weak economic development in Denmark, but in the long-
term the area shows a positive trend, as a result of the large construc-
tion projects that are coming. 
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Economic indicators for Denmark
The Danish economy showed positive growth during the first three 
quarters. Four subsequent quarters of positive economic growth were 
replaced in Q4 2010 by a 0.4 % decline. The fall was due to weaker 
export figures. However this growth for the year of some 1.7 % did 
not manage to have a positive effect on the labour market. Wages 
increased more than in competing countries and, together with a weak 
productivity trend, contributed to weakened competitivity. Domestic 
demand showed a positive trend in 2010, and contributed positively to 
the growth in the economy. 

There are prospects for cautious growth during the next two years of 
1.5–2 % annually, driven by growth in investments and exports. This 
growth will not contribute to fully restoring the level of activity. At the 
end of 2012, the GDP will be about 1 % below the level before the 
crisis.

GDP growth of 1.5% in 2011 will not generate many new jobs. We 
expected further growth in unemployment in 2010 of up to 150,000 un-
employed. Unemployment stabilized at about 115,000, but we have not 
seen that the growth in the economy was strong enough for unemploy-
ment to fall. Much of this can be explained by productivity in Danish 
economy having fallen throughout the crisis. Improving the productivity 
trend has taken time. A weak decline in unemployment in 2011 can 
therefore be expected.

Latest data January 2011 (the red line shows our forecasts)

 

GDP growth of 1.5–2 % in the next 
two years

Denmark
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Latest data January 2011 (the red line shows our forecasts)

Retail sales are rising again – 2 % in 2011. The prospects of a weakly-
improved economic situation and a somewhat better labour market 
contributed to an increase in consumer trust in Denmark. We believe 
that in 2011, retail sales will grow at about the same rate as private 
consumption during the year.  

Inflation bottomed out in October 2009 and has since then increased 
slightly to an annualised rate of about 2.7 %. Much of the growth can 
be ascribed to the rise in energy prices during the autumn and winter, 
and an increase in charges. If we look one year into the future, there 
will be reason to stabilize inflation at a level around 2 % annual growth. 

Inflation continues to rise
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The building and construction market 

In 2010, the available building and construction market in Denmark fell 
by around 6 %, and the country has seen its lowest activity level in 25 
years. This matches our forecasts. The continued decline in the build-
ing of new housing and non-residential building starts contributed to 
this heavy fall. 

About 3 % growth in building and construction activity is expected in 2011, 
but the growth comes from a low starting point. Prospects of the decline in 
housing construction coming to a halt, and a rise in the renovation of exist-
ing housing are contributing factors. New non-residential building starts will 
also contribute to growth.

After a temporary decline in construction investments in 2010 of some 5 
%, growth of about 3 % is expected in 2011. The growth in 2012 is ex-
pected to be at about the same level – 3 %. If we look at each construction 
area, the development is as follows:

In 2011 and 2012, there will be a small decline in the energy sector, 
which includes windmills, heat supply and gas supply. Road invest-
ments will increase significantly during the next two years, as a result 
of the traffic agreement adopted in January 2009. Some 3 % extra was 
also granted to road projects in the 2010 national budget. Extensive 
expansion of the railway network has been proposed, with double 
tracks. The work with the Metro City ring is also taking place. This is 
a huge DKK 21 billion project, and will be finished in 2018. There are 
also other traffic-related construction investments, and they are ex-
pected to contribute to growth in activity during the next few years.

After two years with a decline in investments in private non-residential 
buildings, activities have almost halved. Based on this low starting-
point, a weak growth of 2 % is expected in 2011, with the same growth 
in 2012. Public non-residential buildings have shown stable develop-
ment during the past two years. Here we expect growth of 5 % this 
year, up to10 % in 2012. 

Also housing investments dropped by half, compared with the level in 
2006. Housing starts were stable in 2010, compared with 2009. 11,500 
housing starts are expected for 2010, rising to 12,000 in 2012. 

Can 2011 become a turning point 
in the Danish building and con-

struction market?

2011 is the first year since 2006 
with positive growth in the build-

ing and construction market 

Construction investments 
up in 2011
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The housing market
National housing prices are now seeing a more stable period. In 2010, 
housing prices rose by 6 % for Denmark as a whole, and all of 11 % for 
the Copenhagen region. 

The correction we have seen following a period of a strong decline ap-
pears to be over for a while. In the short-term we consider the potential 
for a continued rise in prices to be moderate. 

Latest data Q4 2010 (the red line shows our forecasts)

The housing market is still considered overpriced, in relation to the 
development in income and development in building costs. The eco-
nomic development is also considered uncertain, which does not give 
housing prices an impetus to grow. Even though interest rates are at 
a record low level, and growth has returned to the Danish economy, it 
is our assessment that prices will show moderate growth in 2011. For 
Denmark as a whole, we assume a growth of 2 % and 3–4 % for Co-
penhagen. With an expected increase in interest rates in 2012, hous-
ing prices may come under pressure and begin to fall again in 2012.

Sales prices for used homes will 
level out after one year of growth

We welcome opinions and comments.
Rolf Albriktsen 
Telephone +47 21 05 75 71 
Mobile +47 906 91 110
rolf.albriktsen@veidekke.no
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