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International economy
Through the summer and autumn we have seen signs that the
recession in global economy is reaching its end and is now facing
an upturn. The recovery is well supported by a more functional
financial sector and increased demand for products and services.
However, it appears that there is still a need for stimulation pack-
ages and incentive schemes from central banks and governments
around the world. There is less uncertainty in the financial mar-
kets, and the risk premiums have fallen. The combination of large
stimulation packages, low interest over a relatively long period,
and low stocks that need to be built up again will result in moder -
ate growth in the coming period.

The consensus view is that global GDP will fall by approx. 1.5 per
cent this year, and then rise by approx. 2.5 per cent in 2010 and
2011. This is well below the average growth rate of 5 per cent in
the years prior to the financial crisis. Oil prices have risen slightly
in the last few months and are now at around USD 70 a barrel.
They are expected to rise to around USD 10 a year over the next
two years and be at around USD 80 a barrel by the end of 2011. 

The US economy is still in deep recession. Household consump-
tion and exports have continued to fall. Retail sales have remain -
ed stable at a low level through the summer. There have also been
a number of positive signs in the housing market. House sales
have stopped falling, and prices of existing and new homes have
stabilised. The economy is expected to turn and slowly start 
growing again in the course of the winter. The stock market has
risen by approx. 50 per cent compared with the low in February
this year. Other leading economic indicators also suggest that the
situation is on the mend.

Summary 

Norway
• Unemployment has stopped rising
• Interest rates are expected to be raised this autumn
• House prices will continue to rise: 16 per cent growth for blocks 

of flats
• Construction of new homes and non-residential buildings is still 

declining
• Growth expected in public infrastructure projects 

Sweden
• GDP growth still falling, but prospects of improvement in 2010
• Rising unemployment and low inflation entailing interest rates 

will remain low
• Building activity will remain low, but there are huge regional 

variations
• Housing prices continue to rise sharply in Stockholm

Denmark
• Unprecedented recession in Denmark: 4.5 per cent decrease in 

GDP for 2009
• Unemployment has ballooned, by 58,000 in one year
• House building down to 10,000 units for 2009
• The fall in house prices levelled off at a low level in third quarter

this year 
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New since July – main points

Is the international economy

facing an upturn?
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Norwegian economy
Key figures for Norway have been more positive since the summer.
Developments in the labour market in particular have been surpris -
ingly positive. Low interest rates and strong wage performance have
led to positive developments in consumption too. Low interest rates
and a very expansive financial policy coupled with higher oil invest-
ments have meant the recession was less severe than predicted. For
2009, GDP for mainland Norway is expected to decrease by 1 per
cent, and then to rise by 2.5 per cent in 2010.

In addition to trends in consumption and saving, the oil companies’
investments onshore and offshore will exert a decisive influence on
developments in the mainland economy. In 2009, these investments
will be slightly higher than they were in 2008. 

The negative trend in GDP we have seen so far this year is expected
to turn in the third quarter. Most of the growth in the next year will
be due to private demand. The effects of increased investments and
exports will not be seen until 2011. GDP growth for 2009 as a whole
is expected to be -1 per cent and 2.5 per cent in 2011.

Retail companies in Norway increased their turnover by 0.2 per cent
from July to August this year. Growth from August last year was just
over 2 per cent. Most of this growth was in sales of sports equip-
ment and Internet sales.

Latest data from August 2009

GDP growth of -1 per cent 
in 2009

Oil investments can keep the
Norwegian economy moving

Retail sales up 0.2 per cent from
July to August

Norway
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Developments so far this year are significantly more positive than
we predicted for 2009. The positive developments are mainly due to
low interest rates, increased income and generally less pessimism in
households than we foresaw at the beginning of the year. 

At the end of September, there were roughly 73,000 people unem-
ployed in Norway, which corresponds to 2.7 per cent of the work
force. Adjusted for seasonal variations, unemployment was down by
approx. 100 in September. Compared with September 2008, unem-
ployment is up by approx. 26,000 (66 per cent).

Latest data from September 2009

Building and construction is the sector with the largest increase in
unemployment, with 4,600 more people out of work in September
this year than at the same time last year. The increase in unemploy-
ment is greatest among electricians and plumbers, having tripled in
a year. The public sector had the lowest unemployment. Rogaland
and Akershus had the greatest increase in unemployment. 

Unemployment will continue to increase slightly through the year,
and capacity will continue to fall. Combined with poor profitability in
trade and industry, we expect moderate wage growth this year and
next year.

With lower growth in unemployment than expected ahead, there are
grounds to assume that wage growth will improve slightly through
the year, but will probably remain below the growth levels we saw
in 2007 and 2008. Moderate wage growth would serve to keep 
inflation down.

Unemployment down in
September

Lower inflation expected
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From August to September inflation dropped by 0.7 percentage
points to an annual rate of 1.2 per cent. Lower electricity prices and
rent contributed to the decline, while clothing and shoes served to
raise inflation. Core inflation (inflation adjusted for changes in duties
and energy prices) rose by 0.1 percentage points to an annual rate
of 2.3 per cent. 

Latest data from September 2009

The market rate has fallen more than predicted. We are now seeing
indications of an upturn, with higher interest rates ahead.

Despite expectations of lower inflation and economic growth not far
off Norges Bank’s prognoses, and with low capacity exploitation, we
are expecting that interest rates will begin to rise again during the
course of the autumn. Initially, this is to start reducing the stimula -
tion of the Norwegian economy. Interest rates will probably be 
raised earlier than in other countries, and this, combined with the
higher oil prices, will help keep the Norwegian krone strong.

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.

The building and property market

The building and construction market
There is much to suggest that the recession in the building and con-
struction market is nearing its end. Substantial stimulation packages
linked to transport and public building activities have served to dam-
pen the recession in the private sector somewhat. We are not adjust -
ing our assumption of a 14 per cent decrease in building and con-
struction investments in 2009. However, we have adjusted our fore-
cast for 2010 up to approximately zero growth. This greater optimism
is based on the following factors:

• There has been slightly better general growth in the Norwegian 
economy than anticipated, and unemployment has risen by less 
than previous forecasts suggested

• Construction investments in industrial projects are slightly higher 
than previously predicted, and the decline within industrial 
projects and oil-related construction will be less severe

• Public building and construction activities will remain at roughly 
the same level as currently 

• Better developments in the housing market than previously fore-
cast will entail that the decline in investments will stop during the 
course of 2010

Minor increases in interest rates
expected



The fact that the market has stopped declining is also indicated by
the statistics for new orders in the industry. After a levelling off in the
first quarter, there has been modest growth in all the product areas in
the second quarter of the year. However, this has still not affected the
order backlog, which does not yet show any signs of growth but
remained unchanged from the first to the second quarter.

In the first quarter this year, the production index for building and
construction showed minor growth of 0.6 per cent compared with the
same quarter last year. Growth was mainly in construction, while
housing and private non-residential buildings are still dragging the
industry down.

The decrease in our available market will be greatest in 2009, at
approx. 14 per cent, and we expect an unchanged activity level in
2010, meaning zero growth. This is presuming the Norwegian eco -
nomy improves from the end of 2009 and into the first half of 2010.
The forecasts are uncertain and are based on the assumption that
international growth will not deteriorate further and that the moneta-
ry and financial stimulation packages will have their intended effects.

Investment in private non-residential building is falling from a high
level. The category “offices and commercial buildings” is primarily
responsible for the decline. This group also represented the greatest
growth within the building and construction market, and there are
therefore grounds to assume there was serious overinvestment here.
However, we are expecting the decline to stop during 2010 and that
growth in the future will be long-term. 
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Sharp drop this year; 
unchanged in 2010

Order situation in building 

and construction slightly less

negative



For the period 2011 and 2012, the government stimulation packages
in Norway and abroad may yield small growth in GDP and thus pro-
spects of new growth in building and construction activity, but on a
slightly lower level. It is very difficult to predict developments
beyond this period with any certainty, but the most likely scenario is
a new downturn in 2013/2014 as a result of countries having to cut
back on public expenditure because of weaker budget balances and
continued structural challenges in parts of the industry. 

The housing market
Our prognosis for developments in house prices was approx. 3 per
cent for 2009 as a whole. This figure was based on rising unemploy-
ment, an unstable stock market and pessimism about the economy.
We also assumed there would be a large supply of new and existing
homes and slightly restricted access to loan capital. 

Latest data from September 2009

Developments have in fact been the opposite of what we predicted.
Prices have risen by 14 per cent compared with the low in December
2008, and blocks of flats have risen by 16 per cent.

Latest data from September 2009

The sales price of OBOS homes has also shown the same tendency
so far, with 21 per cent growth this year and 1.4 per cent growth
from August to September. 
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Signs of improvement in the 
housing market

Strong growth in
housing prices
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Fewer homes are being built than
are probably needed

Fewer dwellings being built than
expected

House building higher 
than expected this year: 

19,000 housing starts

The reasons for this can be summarised as follows:
• Lower interest rates than expected this year and good income 

growth (3 per cent)
• Small supply of houses, especially in the major cities and 

reduced supply of new finished homes
• Lower unemployment than predicted at the beginning of the 

year, and thus greater optimism
• The number of households is growing faster than anticipated, 

as a result of continued strong migration to the cities

Purely technical needs analyses based on developments in the 
number of households, relocations and how many homes disappear
from the market suggest that between 25–30,000 homes ought to be
completed each year. This does not determine the level of demand
for homes, but does indicate that there will be considerable pressure
on the housing market in the years to come. If unemployment 
increases less than predicted, interest rates continue to remain low,
and the current optimism and faith in the economy continue to
grow, then house prices may remain high for some time to come.

Housing starts
The number of housing starts began falling at the end of 2007. For
2008, approx. 25,000 housing starts were registered. We assumed
that the decline would continue into 2009 and that 16,000 homes
would be started this year. 

The figures for August show that 12,500 new homes have been star-
ted so far this year. This is 25 per cent fewer than at the same time
last year, meaning the total number of housing starts may end up at
around 19,000 for 2009. This entails that in the autumn we will see
the decline in building activity level off, but we do not expect to see
any new signs of strong growth. 

The prognosis for the housing market up until 2015 uses the 
following assumptions:

• Significantly lower growth in the Norwegian economy, with 
fluctuations

• Trends in the number of households suggest high demand
• Generally higher unemployment and lower growth in disposable 

income (2–3 per cent)
• Fluctuating interest rates, but generally higher

This will lead to housing starts increasing to 23,000 in 2010 and 
further increasing to approx. 25,000 the following year. The number
of flats in blocks is also predicted to rise slightly in the period.
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Non-residential building 
will continue to fall

Public investments in 
infrastructure projects 

pulling market up

Non-residential buildings
Commencement of non-residential buildings has decreased through -
out 2009 and in August was 30 per cent lower than last year. There
has been a decline in all types of buildings, but the category “offices
and commercial buildings” has suffered a particularly large decline 
as a consequence of developments in the Norwegian economy.
However, the figures for garages and recreational buildings, which
are included in these figures, also indicate a large decrease as a
result of developments in the housing market.

Latest data from May 2009 (developmental trend has not been updated from May to August) 

We expect this decline to continue. Offices and commercial buildings
in particular will experience a significant decline over the next few
years. 

Construction
The available construction market has increased substantially in the
last decade. One of the reasons for this is that the Norwegian Public
Roads Administration’s own-account enterprise has been spun off as
a limited company and must now compete for projects that were 
previously given to them.

The growth in the construction market over the last two years is due
to the increased investments in upgrading the road and rail network.
The extraordinary measures that were introduced in 2009 in con-
nect ion with the financial crisis will also yield growth in activity in
2010. The draft national budget for 2010 included a 16 per cent in-
crease in railway investments and a 23 per cent increase in road
investments compared with the revised budget for 2010. 
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Investments in industrial projects will continue to fall in 2010, while
municipal technical facilities are expected to increase slightly.
Activity related to hydropower plants and distribution lines is 
expected to remain unchanged.

Construction activity is expected to rise by 8 per cent in 2009 and 
by 5 per cent in 2010, followed by a flat trend.

Building costs have fallen throughout 2009 and are currently at 
1.5 per cent annual growth. Material costs have fallen most and are
currently at around 0 per cent annual growth. However, there are
grounds to expect the rise in costs to remain low through the winter
as long as the level of activity in the industry is low.



10

Economic indicators for Sweden

The export industry has been strongly impacted by the international
fall-off in demand for capital goods, while households have thus far
managed to resist the recession, primarily thanks to lower taxes and
interest rates. In 2010 and 2011 too, households will be the driving
force in the Swedish economy. GDP is expected to fall by 4.5 per
cent this year, then rise again by 1.5 per cent in 2010 and by another
2.5 per cent in 2011, assuming the international economy continues
to improve. Despite the large stimulation packages, the central
government finances are deemed to be robust throughout the entire
period. The risk factors are in the international economy, greater vul-
nerability in the household sector, and any structural adaptations
that may need to be made in trade and industry.

There was a rise in unemployment in the Swedish labour market
this year, but not by as much as predicted. Employment fell by 2 per
cent in the first half of 2009. We expect unemployment to continue
to rise into 2010. Several industries have introduced a shorter work -
ing week. This, combined with the massive drop in production,
mean that the number of hours worked will fall by roughly 4 per
cent in 2010. 

Unemployment is currently at 9 per cent and is expected to reach 
12 per cent in winter 2010.

Latest data from September 2009

So far this year, unemployment has been as we forecast for the
year. It will continue to rise through the year and is expected to peak
in winter 2010.  

Weakest GDP growth since the
Second World War

Unemployment is expected to
continue to rise in Sweden

Sweden
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Industrial production plummeting

High retail sales figures

Market interest rates rising 
as predicted

Industrial production is falling more rapidly than expected. From its
peak at the beginning of 2008 until August this year it has decreased
by 26 per cent. All of this drop is in exports.

Latest data from August 2009

Retail sales have increased much more than expected so far in 2009.
Growth is in excess of 4 per cent from the beginning of the year.

Latest data from August 2009

Growth was highest in the grocery industry. Low interest rates,
continued good wage performance and slightly more optimism
among households also contributed to growth.
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Low interest rates for at least
another year 

Inflation at -1.5 per cent 
in Sweden

12 per cent fall in building 

and construction investments

this year

There are still prospects of low inflation. The prognoses for 2009
were based on inflation of -0.4 per cent in 2009 and just over 1 per
cent in 2010. However, the increase in oil prices and components 
linked to housing has pushed price expectations up, while the situ-
ation on the labour market and lower wage pressure will continue 
to drag prices down. CPI is expected to remain below the inflation
goal of 2 per cent until the beginning of 2011 as a result of the low
resource exploitation.  

Money market rates have continued to fall through the summer and
autumn, in keeping with the signals from Riksbanken. At its October
meeting, Riksbanken decided to keep interest rates low at 0.25 per
cent. The bank’s interest prognoses from July this year have been
maintained and indicate that interest rates will not be raised until
next autumn.

Latest data from September 2008

The building and property market 

We anticipate an overall decline in building and construction invest-
ments of 12 per cent for 2009 and a 3 per cent decline in 2010. There
is reason to expect activity to pick up in 2010, resulting in growth in
the total building and construction market from 2011. 
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Around 15,000 housing 
starts in 2009

Housing investments fell by 25 per cent in the first half of 2009 and
are expected to decrease by 30 per cent in 2009 and probably 
another 10 per cent in 2010. This constitutes a halving of housing
investments in the period. The decline in investments is due to a fall
in the number of housing starts from 22,000 in 2008 to under 15,000
this year. 

Commencement of residential buildings continues to fall. In the first
half of 2009, 6,300 homes were started in Sweden, compared with
12,000 in the same period the year before. The number of building
permits granted has also fallen during the first half-year, but not as
dramatically as the number of building starts. This may indicate that
slightly more homes will be started in the second half of 2009.

We are therefore upholding our forecast of approx. 14,000 housing
starts in 2009 as a whole, rising to approx. 18,000 in 2010. 

Investments in renovations and extensions in the period are ex-
pected to increase slightly and thus have a positive impact on the
investment figures. The increased focus on energy efficiency in 
buildings is responsible for much of the increase in the renovation
and remodelling market. 
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Investments in non-residential buildings (business premises) fell by
7 per cent in the first half of the year, but a greater slowdown in 
building investments is expected in the second half of the year.
Altogether, investments in non-residential buildings are expected 
to decrease by 20 per cent this year. Private investments in non-
residential buildings will shrink by roughly 32 per cent, while the
public sector will increase by around 10 per cent. 

The largest decreases are within private investment in non-resident-
ial buildings, with a 14 per cent decrease in the first half of the year,
which is the biggest drop since 1993. Although the decline may slow
down a little in the second half of the year, it is expected to continue
into 2010 too.

Several large office projects in the Stockholm region will be com-
pleted in 2009, constituting a total area of more than 300,000 square
metres of office space. This will yield an increase in the degree of
vacancy of office premises in this region and cause rent to go down
gradually during 2010. There are therefore grounds to assume that
the decline will be greatest within the office sector and the industrial
sector, while investments in shops and shopping centres will remain
high. In particular, this applies to the area around Stockholm, where
activity within non-residential building is not going to decrease sig-
nificantly, whereas the West Coast will see a relatively sharp fall in
non-residential building this year and next year.

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 the first half of this year, invest-
ments have risen by approx. 8 per cent, and the high level of activity
is expected to continue for several years to come. 

Investments in roads and streets are predicted to increase by
approx. 12 per cent in 2009, while other investments in the transport
sector will remain unchanged at a high level. 

Buildings costs measured as the input factors in a block of flats have
fallen sharply in the last year and the index is now negative. This is
linked to the general recession and significantly lower activity in the
industry.

House prices
Developments in the housing market have been slightly better than
expected so far in 2009. All three regions have seen prices of exist -
ing homes rise. In Stockholm, house prices were 16 per cent higher
in the third quarter than at the same time last year. In Gothenburg,
prices rose by 11 per cent, and in Skåne by 8 per cent.

Construction is the only 
growing sector



Latest data from 3rd quarter 2009

Low interest rates and continued good wage performance are the
main causes of the decrease. Household interest expenses as a per-
centage of disposable income have fallen from 6.5 per cent in 2008
to an estimated 4 per cent this year. Real disposable incomes are
expected to rise by 0.8 per cent this year and 1.3 per cent next year.
Greater combined purchasing power and the prospect of a slightly
better economic outlook mean that house prices may continue to
rise in Sweden through the autumn. However, prices will start falling
in 2010 as unemployment increases. 
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House prices up 16 per cent in
Stockholm in the third quarter



Economic indicators for Denmark
GDP growth fell by 7.2 per cent from second quarter 2008 to the
same period this year. This is the fourth consecutive quarter with
negative annual GDP growth.

2009 looks set to be a record year in terms of negative develop-
ments in the economy, and we have to go back to the 1930s to find
similar drops in production. There has been a substantial decline
across the board: in export companies’ investments, private con-
sumption and house prices. For 2009 as a whole, GDP is expected to
decrease by 4.5 per cent, most of which is linked to the sharp fall in
the first half of the year. The outlook for the second half of the year is
slightly brighter. The global economy appears to be picking up,
which will promote growth in the Danish economy too. An expan-
sive monetary policy with low interest rates, combined with an
expansive financial policy, will also encourage growth. We also saw
a positive development in domestic demand in the third quarter,
which will have a favourable impact on production. For 2010 we 
therefore predict small growth in GDP of around 1.5 per cent.  

Since summer 2008, unemployment has risen by 58,000. This is a
huge increase, the likes of which have not been seen since the oil
crisis in 1973–74. Such a sudden increase in unemployment creates
uncertainty among home buyers, which in its own right has served
to dampen demand.

Latest data from August 2009
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1.5 per cent GDP growth for 2010

Unemployment up by 58,000

Danish economy in its 
worst recession since 
the Second World War

Denmark



It normally takes two to three quarters from a turnaround in the eco-
nomy and production increasing until unemployment stops rising
and starts decreasing again. In light of the considerable uncertainty
in the market, we predict that unemployment will not start falling for
another two quarters. In this connection, it may thus take a year or
more before we see a change in direction in unemployment figures.

Latest data from August 2009

In the space of a little over a year, Danish industrial production 
has fallen by almost 16 per cent. Assuming global demand picks 
up again through autumn 2009, we can also expect industrial 
production to turn around and start increasing.

Latest data from August 2009

After a steady decline in retail sales in 2008, developments so far in
2009 have been flat. Despite the weak outlook for the Danish busi-
ness sector and labour market, retail trade has not been affected.
This is primarily because households still have a strong economy.
Danske Bank has estimated that the average Danish family will have
a surplus of DKK 2000 per month in both 2009 and 2010. Lower 
interest rates, good income growth, lower taxes and low inflation
are the main factors yielding significant growth in households’ real
disposable income. 
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Industrial production continuing
downwards

However, retail sales remain 
surprisingly strong



Inflation continues to fall in Denmark, and CPI is now down to less
than 1 per cent annual growth. Inflation will probably start rising this
winter. The drop in inflation is primarily the result of falling food and
energy prices. Inflation will probably take some time to normalise, in
keeping with the increase in domestic demand, and will reach a
level of around 2 per cent during the next 12 months.

The building and construction market

The prospects for the Danish construction market are not bright.
Reductions are expected in 2009 and 2010, and activity will probably
not pick up again until 2012.

The number of housing starts dropped from approx. 20,000 units
commenced in 2008 to an estimated 10,000 this year. This means
that investments may fall by about 22 per cent in 2009. The decline
in residential building starts is expected to continue beyond 2009,
with the result that investments may fall by another 6 per cent next
year. We will probably not see growth in housing investment before
2012.

Investments in non-residential building have also dropped sharply
over the last year. Poor growth in the Danish business sector and
difficult financing have contributed to less private non-residential
building. Investments are expected to fall by 12 per cent in 2009 
and a further 13 per cent in 2010. The prospects are better for public 
non-residential building. Here we expect growth of 8 per cent this
year and 14 per cent in 2010. 
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House building down to 
10,000 starts



Construction investment has remained at a more even level. Growth
of around 3 per cent is expected both this year and next year.
Investment in roads is buoying activity, while municipal investments
in construction are expected to go down slightly. Within the energy
sector, it appears that investments will remain unchanged. 

Latest data from 3rd quarter 2009

The housing market
The most recent prices from the Association of Danish Mortgage
Banks (Realkreditrådet) indicate that house prices are still falling, but
much less rapidly than before. There has been a slight increase in
prices from the second to the third quarter this year, but prices are
still low and the market is sluggish. So far in 2009, prices across the
country and in Copenhagen have fallen by 8 per cent.

Nevertheless, it is too early to say that house prices are on the rise
again; it is more a case of prices stabilising at a low level.

The number of housing starts continues to fall and is now at a histo-
rical low. Our forecast of 13,000 housing starts in 2009 was probably
too optimistic. With the current rate, probably no more than 10,000
homes will be commenced this year.
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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

House prices showing signs 
of stabilising
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