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Foreword
This is the second Economic Activity Report presented by Veidekke 
in 2010. 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 con-
sensus 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, 20 September 2010

Rolf O. Albriktsen
Strategy and Market Director
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New since March – main points
International economy
China, USA, Japan and Europe have recently seen pronounced growth 
following the deep decline in 2008 and 2009. Financial stimulation, 
bail-outs for the financial sector and a stronger confidence in the future 
have contributed towards boosting exports and production. Stock have 
been building up and have contributed to growth. Global developments 
in GDP average more than 4% for 2010 and approx. 3.5% for 2011. 

It is positive that growth has returned to the world, but signals from the 
US in recent weeks are cause for concern. Somewhat more pessimism 
is noted, and there are still significant problems in the housing, credit 
and labour markets. GDP growth has been adjusted downwards for 
2011 from 2.8% to 2.2%. 

This spring’s crisis in the Euro zone with major public deficits appears 
to be under control. The banks’ stress test and increased transparency 
reduced unease somewhat. Strong GDP figures from Germany, pri-
marily as a result of healthy export figures, has led to somewhat more 
optimism. GDP growth in the Euro zone is estimated to be between 
1 and 1.5% in both 2010 and 2011. 

The risk outlook for the global economy is complex in both the short 
and long term. The most important factors are that the financial policy 
does not provide the intended effect and that unease in the financial 
markets once again will reverse positive developments. In addition, 
public finances, deflation, the labour market and unease in commodi-
ties markets will be factors that may reverse developments.  

Our main outlook is healthy growth in the global economy in 2010 and 
2011, followed by lower growth.  

Some positive signs 
internationally

US developments a cause 
for concern

Complex risk outlook
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Summary 
Norway
• GDP growth of 2% this year and next year
• Unemployment is sinking
• The key rate remains unchanged for the remainder of the year
• Building and construction investments adjusted upwards 
  2% and 4% for 2010 and 2011 respectively
• Improvement in the housing market, prices up at least 5%
• House building slowly increasing
• Non-residential building increasing more than expected
Sweden
• GDP growth adjusted upwards to 4 %.
• Unemployment no longer on the rise, just below 9%
• Expectations of increased interest rates in 2011
• Growth in building and construction investments adjusted upwards  
  from 0.5% to 3%
• Around 17,000 housing starts in 2010, increasing in 2011
• House prices falling more than expected in Stockholm, 
  but increasing in other areas
Denmark   
• Growth in Danish economy back, 1.5% growth in GDP this year
• Unemployment has levelled out
• Building and construction investments falling less than expected
• House building nevertheless not increasing 
• House prices have increased by 13% since hitting the bottom last year

The Norwegian economy
Growth in the Norwegian economy is on the rise. The global recovery 
appears to be lifting exports, while at the same time oil prices seem to 
maintain a relatively high level and have lead to an increase in oil invest-
ments. Growth in building and construction investments, and particularly 
housing investments, are contributing towards growth in GDP. 

GDP developments so far this year have been almost as expected. The 
estimate of 2% growth for 2010 is unchanged. Investment activities in 
businesses are expected to increase during the autumn, and exports will 
pick up. Household consumption fell during the spring and early sum-
mer. Increased employment rates and a rise in real disposable income 
of 2.3% will contribute towards increasing consumption. In 2011 the 
contribution towards growth from the expansive financial and monetary 
policy will be exhausted, while the global economy will probably experi-
ence minor growth. This will give Norway a combined GDP growth in 
2011 of approx. 2%.

Norway
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Developments in individual indicators 
Retail businesses in Norway have reduced turnover by just less than 
2% in the first six months. The decline was most pronounced in ICT 
equipment and food and beverages. 

Latest data July 2010 (red line indicates our forecast for 2010)

The development indicates that the contribution from domestic de-
mand is significantly lower than expected. The spring’s unrest in the 
global economy has damaged confidence in the future and encour-
aged households to save, primarily through debt repayments. This has 
resulted in reduced consumption. Developments in July were positive 
with growth of 1.4% compared to June. This may however be coinci-
dental. We nevertheless expect that turnover may increase during the 
autumn as a result of continued low interest rate levels and a relatively 
positive outlook on the labour market.

There are somewhat diverging figures concerning current labour 
market developments.

Latest data August 2010 (red line indicates our forecast for 2010)

According to NAV, the unemployment rate fell from 3.0% in July to 
2.9% in August. Unemployment has levelled off throughout the year 
and has displayed a sinking trend in recent months. Much of the de-
cline is due to the return of laid-off building and construction workers to 
work. A better indicator for the situation on the labour market is to look 
at developments in demand for labour, which have been a disappoint-
ment. The underlying tendency indicates that we are experiencing zero 
growth. However, the number of weekly working hours is increasing, 
which indicates that businesses are exploiting labour better in order to 
meet production demand. This is not taking place through hiring. We 
thus expect that unemployment will remain at a stable level (3% of the 
workforce) for the remainder of the year. This is better than expected. 

Unemployment sinking

Weaker developments than 
expected in retail sales 
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Core inflation (inflation corrected for changes in duties and energy 
prices) has dropped through the second quarter and is currently at 
1.3%. It is the prices of imported goods that have driven inflation down. 
This tendency is expected to continue into 2011. 

Against the backdrop of lower growth in prices and wages, slightly 
lower capacity developments, a continued weak employment market 
and a continued weak global economic situation, Norges Bank will 
probably keep the key interest rate at the current low level for some 
time to come. Stronger domestic demand and rising house prices may 
mean that interest rates will start rising again sooner. 

Latest data August 2010 (red line indicates our forecast for 2010)

However, we must also be prepared for some unpleasant surprises 
such as price growth being lower than expected at the same time as a 
significant improvement in the Norwegian krone exchange rate.

Lower inflation is expected ahead

Continued low interest rates, 
but uncertainty as to how long 

it will last
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The building and property market

The building and construction market
The supply of new orders increased throughout 2009 for all products 
in building and construction. In the first half of 2010 the combined flow 
of orders has increased, while for construction supply of orders has 
fallen somewhat. This may be due to seasonal variations. It is however 
expected that the trend will pick up during 2010.

Turnover figures for the building and construction sector show a drop 
for the first quarter this year, then new growth from the second quarter. 

Building and construction investments are currently recovering fol-
lowing the decline. Following two years of negative growth, the avail-
able market is expected to grow by more than 2% in 2010 and by more 
than 4% in 2011. As a result of lower growth in the global economy and 
continued abnormally great risk in the markets going forward, growth in 
our available market is also expected to slow towards 2015. 

Yrkesbygginvesteringene ser også ut til å utvikle seg om lag som 
ventet. Private yrkesbygg går ned med 11 %, mens offentlige øker 

New growth in available 
market in 2010

Housing investments were severely affected by the financial crisis. In 
two years investments have fallen by 22% in fixed prices. The decline 
has been greatest in blocks of flats in central regions. We are currently 
seeing a turnaround in the market and investments are expected to 
rise by 5% this year and a further 8% in 2011. Growth is from a low 
investment level in 2009, and activity levels will thereby gradually 
increase through 2011. This is adjustment upwards compared to previ-
ous estimates for housing investments. 
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Non-residential building investments also appear to be developing 
almost as expected. Private non-residential buildings are dropping by 
11%, while public non-residential building are increasing by 5%. This 
entails a combined decline of 4.5% in 2010. In 2011 new growth in 
non-residential building investments is expected to be just above 2%. 
This is based on the decline in start-up of non-residential building stop-
ping and that private non-residential building increases in 2011. 

Investments in construction  will increase in both 2010 and 2011, by 
7% and 3% respectively, and then stabilise at a high level. It is road 
and railway efforts that contribute towards this increase. A growth of 
approximately 15% in 2010 is expected for roads and railways with a 
further 10% in 2011. Uncertainty is related to whether there will be re-
trenchment measures that affect public works investments in the Gov-
ernment budget proposal that is to be presented in October. Construc-
tion investments for industry and the petroleum sector are expected to 
remain at a low level. Investments in municipal technical facilities may 
increase as a result of political willingness to upgrade existing facilities 
and build new ones. Last winter’s electricity crisis has however revived 
the need for increased investments in power facilities and transmission 
lines. Energy investments comprise a relatively small proportion of the 
combined construction market, but the projects are and have been an 
important market for larger contractors.  

Repairs and maintenance of buildings and facilities (including asphalt 
repairs) is an area of steady growth and is not very dependent on fi-
nancial developments. In 2009 repairs and maintenance grew by more 
than 15%. Growth is primarily due to the financial crisis measures. 
Growth of 6% and 4% is expected for 2010 and 2011 respectively. 

The housing market

Latest data August 2010 (red line indicates our forecast for 2010)

Prices of existing homes are following the forecast of 5% for 2010 
throughout the year. For flats the prices in August were 6 percent 
higher than for the same month last year. The turnover time in August 
was approximately 20% shorter compared to the previous year. The 
number of homes for sale has also declined during 2010. Much there-
fore indicates that the market is gradually improving, without being 
characterized as heated. The banks’ increased requirements towards 
capital when buying a home has also had a slowing effect on prices. 
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Latest data August 2010 (red line indicates our forecast for 2010)

Home prices in Oslo (using the OBOS statistics) increased by 1.2% 
from July to August this year. Compared to August 2009 prices were 
approx. 8% higher. The number of houses sold in Oslo also increased 
significantly throughout 2010. Our forecast of growth of around 9% for 
2010 is probably somewhat higher than the actual result.

Housing starts

Latest data June 2010 (red line indicates our forecast for 2010)

The number of housing starts is increasing significantly slower than 
expected, but the outlook is positive. One of the reasons for this is that 
we have underestimated the time it takes from the economic situat- 
ion turning around until investors and builders dare to start housing 
projects. Uncertainty concerning financial developments has been 
significant throughout the spring and is still above normal levels. In ad-
dition, organization of building projects takes some time. An increasing 
number of starts are however expected during the second half of the 
year. In all probability starts will be somewhat lower than our project- 
ions of 23,000 units in 2010. 

Prices of homes in Oslo increase 
by 8% (year on year)

House construction 
increasing slowly

Source: OBOS
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The prognosis for the housing market up until 2015 is based on the 
following assumptions:
– Lower growth in the Norwegian economy, with fluctuations
– Trends in the number of households suggest high demand
– Unemployment around 3% and lower growth in disposable income   
   (2-3%)
– Fluctuating interest rates, but generally higher
This will yield housing starts that increase to 25,000 in 2011 and then 
to 22,000–25,000 housing starts in the period up to 2015. The propor-
tion of flats in blocks will also increase slightly in the period.

Latest data June 2010 (red line indicates our forecast for 2010)

In the second quarter this year just over 61 % more square meters of 
non-residential buildings were started than during the same quarter 
the year before. Starts were made in all sectors, but it was particu-
larly offices and commercial buildings that had the strongest increase. 
Second came industrial and storage where the increase was 30%. 
Optimism in trade and industry and low interest rates thereby seem to 
have contributed to increased investment in non-residential buildings. 
However, the public sector has not had any growth in starts. There is 
reason to expect that this will not be the case in the second half of the 
year, and that starts will level out at a higher level than previously 
assumed.  

Non-residential building 
developing better than expected
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Building costs

Growth in building costs has increased through the first six months and 
is about 3%. Growth in materials is at about the same level. Follow-
ing increased activity in non-residential buildings and homes ahead, 
there is reason to assume that growth in building costs will continue to 
increase.

Economic indicators for Sweden
The Swedish economy has recovered sooner than we expected six 
months ago. Behind this rebound lies an expansive financial and 
monetary policy combined with a rapid change in demand for Swedish 
exports.

In time, increased consumption and investments will become impor-
tant driving forces behind the growth. GDP growth has been adjusted 
from 2.5% to 4% for 2010. The basis for this adjustment is revised 
GDP figures for the second quarter, which indicate an annual growth of 
4.6%. Public consumption, increased investment and exports are also 
responsible for the growth. GDP growth is estimated to be around 3% 
for 2011 and 2012. The expansive policy will also play an important 
role in the years ahead and will contribute towards increasing domestic 
demand, income and to stimulate employment. For the 2010 to 2012 
period the real disposable income is estimated to increase by up 
to 6%. 

Sweden 
GDP growth 4% in Sweden 

this year
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Government finances in Sweden are still considered to be strong, and 
Konjunkturinstitutet recommends that an additional SEK 25 billion is 
added to the economy in 2011 to stimulate activity. This entails that 
public spending can be increased both this year and next. Even though 
Riksbanken will gradually increase interest rates in the time ahead, 
they will remain low in Sweden. The risk is principally related to devel-
opments in the international economy and the political ability of some 
European countries to cut public spending. 

Increased exports and improvements in industrial production have re-
sulted in increased demand for labour. Employment has increased by 
approx. 70,000 people, and in the period 2010 to 2012 it is expected to 
increase by 140,000 people. 

Latest data July 2010 (red line indicates our forecast for 2010)

However, growth in demand for labour has not yet resulted in lower un-
employment. Unemployment is currently just below 9%. It is expected 
that this will drop further in the years ahead.

Latest data June 2010 (red line indicates our forecast for 2010)

Industrial production has increased by just short of 10% during the first 
six months, albeit from a very low level. Growth has been 15% since 
hitting the bottom in 2009. It is primarily the export sector that has con-
tributed to this growth. Continued growth is expected for the remainder 
of 2010, but probably at a more moderate level than during the first six 
months. A tendency towards weaker international growth in 2011 may 
also lead to industrial production in Sweden levelling off. 

Unemployment no longer 
increasing

Industrial production makes 
significant gains
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Latest data July 2010 (red line indicates our forecast for 2010)

We had expected around 2% growth in retail sales in 2010. Following a 
slow start to the year, sales have picked up and are currently on a par 
with our expectations. This is an indication that domestic demand is 
picking up again. Growth is expected to continue for the remainder of 
the year and may for the year as a whole reach 3%.

So far, economic developments have not resulted in high inflation. In 
the previous market report we indicated that inflation would level off 
at around the current level as a result of low domestic demand and 
consumption. This trend will probably continue through the autumn, but 
with a chance of somewhat higher inflation in 2011. 

Improved key figures from both the household and industrial sect-
ors and information that growth in 2009 was stronger than assumed 
prompted Riksbanken to increase the interest rate to 0.75%. A further 
increase is expected in October so that the interest rate will be 
at 1% at the turn of the year. After that, the interest rate will increase 
gradually to 2.5% at the end of 2012.

Money market rates have also fallen from close to 5% in autumn 2008 
to 1% in June. Last month we saw signs of a levelling off in interest 
rates, which is related to the signals from Riksbanken. Interest rates 
will probably rise slightly through the autumn, as the market starts to 
pick up.

Retail sales as expected 
in Sweden

The market rate has started up 
and more is to follow

Inflation at 1% in Sweden
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Latest data August 2010 (red line indicates our forecast for 2010)

The money market rate has increased throughout 2010, but somewhat 
less than we expected. Expectations towards a gradually increasing 
key rate will contribute towards growth in market rates through the 
autumn of 2010. 

 The building and property market 

Uncertainty related to the global economy led to restraint amongst 
private builders of homes and non-residential buildings in terms of 
investments. This trend turned during the first six months and thereby 
contributed to new growth. In addition, public spending on improved 
transport facilities has contributed positively. Our forecast from March 
this year indicated slow growth of 0.5% in building and construction 
investments this year. This has been adjusted upwards to around 3% 
growth in 2010. In 2012 growth will increase to 6% before levelling off. 
Towards 2015 we expect weak, but positive growth in real building and 
construction investments. There is therefore an outlook of a good level 
of activity, but with some differences between the sectors. 

Housing investments are expected to increase by 4-5% this year. 
Growth in housing investments is from a low level and is supported by 
low interest rates, increased employment and good income develop-
ments for the households.
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Within private non-residential buildings (premises), a decline is still ex-
pected in 2010 (-6%). Buildings for retail and office operations amount 
to more than half of this sector, and there has been little desire to initi-
ate new projects in the first half of 2010. Increasing optimism combined 
with low interest rates for several years may contribute to new growth 
in private non-residential buildings in 2011. In addition, investments 
are increasing in redevelopments of existing buildings. Public build-
ing investments have increased by an average of 8 percent in the 
past five years. Government contributions to municipalities and county 
municipalities have affected investments positively. There is also a 
great need for further refurbishing of existing hospitals and other health 
sector buildings. Growth in public building investments increase by 8% 
this year, but decline somewhat in the years to come as a result of the 
need for cuts in municipal budgets.
Investments in renovations and extensions in the period are expected 
to increase slightly and thus have a positive impact on the invest-
ment figures. The increased focus on energy efficiency in buildings is 
responsible for much of the increase in the renovation and remodelling 
market. 
Construction investment has seen something of a boom in recent 
years, and with several major infrastructure projects underway, the 
activity level is currently high. In light of this, continued sluggish growth 
is expected, but with a high level of activity. Transport is predicted 
to continue to be the driving force within construction, while private 
facilities are expected to decline. For 2010 growth of 4% is expected 
in construction, increasing to 6% in 2011 and then possibly tapering 
off. In addition to expected high activity in roads and railways in the 
time ahead, port construction will also increase significantly going for-
ward. This particularly applies to the ports of Malmö and Gothenburg. 
Investments in wind power facilities and thermal power plants will also 
increase significantly in the years ahead. 

The housing market
Commencement of residential buildings is increasing in Sweden. It 
is particularly blocks of flats that have increased and are currently at 
12,000 homes. The combined annual production of homes is around 
20,000.

However, there are varying impulses that affect the housing market in 
Sweden. The outlook of higher interest rates and the possibility of a 
ceiling on combined loans to homes is pulling prices and investments 
down. On the other hand, an improved labour market and the outlook 
of increased disposable income for households is pulling in the other 
direction. In addition, Swedbank’s Boindeks shows that the house-
holds’ financial capability is good. This indicates that house prices may 
increase in the time ahead.

Continued high level of 
construction activity ahead 
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In Stockholm prices have fallen by 6% during the first six months, 
which is considerably weaker than we expected. The decline is due 
to a combination of uncertainty in the market and that the supply of 
used homes has increased in the period. For Stockholm it is expected 
that prices will begin to rise during the autumn in tune with increasing 
optimism in the households.

Latest data second quarter 2010 (red line indicates our forecast for 2010)

For Gothenburg and Malmö developments have been more in line with 
what was expected. Here we expect continued positive price develop-
ments going ahead.

Around 17,000 housing starts 
in 2010

House prices have dropped 6% in 
the first six months in Stockholm
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Economic indicators for Denmark
The Danish economy is improving. We have now experienced two 
quarters with positive financial growth and all key figures indicate that 
this will continue in the next quarters. Both in the industrial and service 
sectors there are expectations that these developments will continue. 
Consumers have also turned out, and consumption is on the rise. This 
upturn must nevertheless be viewed in the light of the significant down-
turn in the Danish economy. Considerable stimulants in the form of an 
expansive financial policy and zero rate policy have provided energy 
for the growth to start. 

As in all other countries, there is uncertainty concerning the budget 
deficits of several European countries. In Denmark, however, uncer-
tainty is related to the effect of the approved restructuring plan, which 
entails consolidation of public finances to the tune of DKK 24 billion 
in the 2011 to 2013 timeframe. Alone, this plan could reduce growth 
by 0.2 percentage points annually, but combined with an international 
economic downturn the effect could be greater. Our estimate of growth 
in GDP of 1.5%  this year remains unchanged. For 2011 the estimate 
is around 2%.
 
The labour market is showing considerably more positive develop-
ments than expected.  Unemployment figures have so far this year had 
stable development, with a weak declining trend. Even though unem-
ployment has levelled off, the number of employed has continued to 
drop. Some of the explanation is that foreign labour is returning, that 
more elderly are leaving employment and that the young extend their 
educations in times of economic depression.

Latest data August 2010 (red line indicates our forecast for 2010)

Growth in the Danish 
economy is back

Unemployment sinking 
in Denmark

Denmark
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The need for improved productivity in trade and industry, an uncertain 
economic outlook ahead and greater caution with respect to hiring en-
tails that unemployment most likely will not decrease significantly over 
the next year. 

The drop in industrial production in Denmark stopped at the end of 
2009. Growth in the first six months of 2010 has been 5%, which is in 
line with our forecasts. Nevertheless, the level is still low compared to 
the boom years of 2006 to 2008. 

Latest data from July 2010

Latest data July 2010 (red line indicates our forecast for 2010)

Retail sales have displayed significant monthly fluctuations in the 
first six months. The trend has been negative for the past two years. 
Continued uncertainty on the future of the labour market contributes 
towards the continuation of this trend until consumers gain greater 
confidence in economic developments. Until then, saving will probably 
remain high and consumption will fluctuate significantly

Industrial production 
follows the trend

However, retail sales are lagging
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In a period with low capacity utilization in businesses, inflation has 
risen more than expected.

In July this year inflation was at 2.3%, while our estimate was 1.5% 
annual inflation. Tax and duty increases in 2010 have alone contrib-
uted to a rise of 0.5 percentage points in inflation. In 2010 inflation will 
probably be between 2.2 and 2.5%. Wage growth in 2010 is estimated 
at 2.3%, which entails that actual wage growth will be close to zero this 
year. In 2011 inflation is expected to sink as the effect of the tax and 
duty increases will no longer be present.

The building and construction market

The upturn in the Danish economy has yet to be felt in the building and 
construction sector. The drop in the housing market, the financial crisis 
and international economic downturn affects the Danish building and 
construction sector. The expansive financial policy did however contrib-
ute towards cushioning the downturn. This concerns the “agreement 
on green transport policy” that promoted construction activity and the 
municipalities’ aggressive building and construction investments. 

The development for the building and construction market in Denmark 
is currently more positive than what we expected at the beginning of 
2010. Growth this year will be less negative than expected and has 
been adjusted upwards from -6% to -2%. In 2011 it is however expect-
ed that growth will be positive again at a level of 2%, but activity levels 
will remain low. 
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Investments in private non-residential buildings will continue to drop 
this year and into 2011. Capacity utilization in industrial premises, 
offices and commercial buildings remains low. A drop in investments 
of around 3% is expected both this year and next year. Focus on 
public building activities is on the rise under both municipal and state 
direction. In particular, the regions’ development of hospitals and the 
municipalities’ focus on kindergartens and other institutional buildings 
will contribute to increasing building activity.

Construction activity is also increasing steadily in Denmark. It is the 
focus on investments in new facilities that are contributing to this 
growth. It is primarily large projects that are on the increase. Activity 
in smaller projects in the energy sector remains the same. 

The housing market
In 2006 house building was as high as 35,000 starts, which dropped 
to 11,500 in 2009. Much indicates that the drop continues in 2010 to 
9,500 units before increasing to 11,000 starts in 2011.

House prices
It is now clear that the slump in housing prices has come to an end for 
now. Compared to the second quarter of 2009 when price develop-
ments turned upwards, the prices have increased by around 8% for 
the country as a whole and by 13% for the Copenhagen area. The 
increase is due to a combination of few new homes for sale and higher 
optimism in the households. This development will also continue in 
2011 and will contribute to a further increase in housing prices in 
Denmark.

Latest data second quarter 2010 (red line indicates our forecast for 2010)

House building down 
to 9,000 starts

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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