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International economy
The financial crisis is ebbing, partly as a result of extremely low
interest rates internationally and government stimulation pack-
ages. People are less pessimistic about the future, although they
are still not optimistic. This is positive and may be the first sign
that the international economic downturn is coming to an end.
However, a couple of glimmers of hope in the financial markets
and the general mood in the market are no guarantee of a robust
upturn in the economy. Industrial production is still falling, 
unemployment is still on the rise, and international consumption
is still poor. 

In 2009, global GDP is predicted to decrease by approx. 2%, with
the prospect of a turnaround towards the end of the year and into
2010. Global GDP is expected to increase slightly next year, by
some 1 – 1.5%. The recovery is predicted to be slow, as it will take
some time to bring down the high loan-to-asset value ratio and
the employment market is expected to continue to deteriorate for
some time to come. There is also the risk of another recession.
Rising commodity prices and gradually increasing interest rates
can push up costs. In addition, there is a great deal of uncertainty
about how the massive budget deficits that stimulation packages
have generated can be corrected. Although the overall trend is
positive, a number of forecasting agencies predict a W-shaped
economic development over the next few years.

The recession in the euro zone started in January 2008, after a 
fifteen-year period of economic growth. The downturn has been
heavily influenced by the recession in the USA, and we cannot
therefore expect any upswing in the euro zone before the situa-
tion in the USA improves. Low interest rates and the govern-
ments’ financial packages will have a positive short-term effect on
investments, consumption and the labour market in Europe too.
However, the risk is that Europeans are more uncertain about the
long-term effect of these stimulation packages – that they may
have negative repercussions in the long run, in the form of higher
taxes and lower government allocations. This may lead to greater
saving and slower growth in the economy.  

Summary 
Norway
• GDP growth has been adjusted down for 2009 (-1%)
• Retail sales and inflation will increase more than expected
• The key policy rate will drop to 1.25% and interest rates will 

remain low
• Less residential and private non-residential building will drag 

building and construction investment down (-14%)
• House prices will increase more than expected, 8% increase so 

far this year
• 20% decrease in non-residential building starts 

Sweden
• GDP growth has been adjusted down for 2009 (-5.4%)
• Industrial production is still falling and unemployment is rising
• Inflation at -0.6%, and the key interest rate down to 0.25%
• Fewer than 15,000 housing starts this year
• Non-residential building down by 20%, but industrial 

construction will remain high

Denmark 
• GDP growth at -3.5% this year, but an upturn is expected
• Increasing unemployment and low inflation
• Continued weak housing market, 13,000 housing starts this year
• 3% increase in construction activity this year
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New since February – main points

Some positive signs 

internationally

The USA is the key to an upturn
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Norwegian economy
The Norwegian economy is not immune to the international eco-
nomic downturn. The decline in our international export markets
has been considerably greater than we predicted at the begin-
ning of the year. This means that not only traditional export 
companies have been affected, but also the service sector that
supplies these companies. Companies that supply buildings and
machinery to these export industries have been hardest hit.
Interest rate cuts have led to a marked increase in households’
disposable income, but rising unemployment will mean fewer
people in work in the long run. How bad the downturn will be in
Norway depends on how much of this extra income is saved and
how much is spent.  

In addition to trends in consumption and saving, the oil compa-
nies’ investments onshore and offshore will exert a decisive influ-
ence on developments in the mainland economy. These invest-
ments will be slightly higher in 2009 than they were in 2008,
which will serve to counteract the slump in GDP. There is a great
deal of uncertainty about how these investments will develop in
2010. Many forecasting agencies predict a drop in oil investments
in 2010. Developments in the oil price will be decisive in this 
context.  

In 2009, GDP is expected to shrink by approx. 1% and is pre-
dicted to grow by 1% in 2010. This is 0.5 percentage points’ less
growth than we predicted in our previous economic report.

Retail companies in Norway increased their turnover by 0.9%
from April to May this year. Annual growth is marginally negative
compared with May 2008, where growth was very high. Growth
is primarily in the food and beverages segment, while develop-
ments in building materials and electrical goods remain poor.  

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.  

Oil investments can keep the
Norwegian economy moving

GDP growth of -1% in 2009

Retail sales up 0.9% from 
April to May

Norway
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Latest data from May 2009

At the end of June, there were just over 70,000 people un-
employed in Norway, which corresponds to 2.6% of the work
force. Unemployment rose by 500 people in June. Unemploy-
ment has risen by 85% compared with the same period last year.
Unemployment is now highest in building and construction,
where figures have increased threefold over the last 12 months.
Unemployment is lowest in care occupations and IT-related pro-
fessions.

Registered unemployment including labour market schemes rose
by only 1,300 people in June, at the same time as unemployment
dropped by approx. 1,000 people in May. Unemployment thus
remained unchanged compared with May, at 3.4%. The positive
development in unemployment over the last two months appears
to be significant and is found in all sectors.

Within building and construction, unemployment has increased
threefold in the space of one year, making it the sector with the
greatest increase in unemployment. NAV predicts that total
unemployment will reach just under 100,000 people by the end
of the year, which is in line with our forecasts. The number of
vacancies has dropped sharply in the last six months, and
employment has also gone down. 
. 

Latest data from June 2009

Slightly lower growth in 
unemployment than expected
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Continued low interest rates, 
but uncertainty as to how long 

it will last

Unemployment will continue to increase slightly through the
year, and capacity will continue to fall. Combined with poor
profit ability in trade and industry, we expect moderate wage
growth this year and next year. This will probably slow down
domestic price growth, which is currently at around 3% p. a.

Inflation rose by 3.4% in June, up from 3.0% in May. Inflation
adjusted for changes in taxes and energy prices rose by 3.3%.
Consensus in the market was 2.9%. Food and air travel contribu-
ted most, but imported electrical goods also rose considerably. 

A weak krone at the beginning of 2009 also hiked up inflation.
This effect will diminish as the krone gradually improves. Slightly
lower inflation is predicted towards the end of 2009, at around 
2% p. a.

Against the backdrop of lower growth in prices and wages, slight-
ly lower capacity developments, a continued weak employment
market and signs that the international economic downturn has
reached rock bottom, Norges Bank will probably keep the key
interest rate at the current 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 from June 2009

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

High inflation in Norway



The building and property market

The building and construction market
The private part of the building and construction market has been
affected by the economic downturn. Companies are postponing or
cancelling new project starts, despite the low interest rates.
Increasing unemployment also leads to large uncertainty concer-
ning the need for more offices or production premises. In addi-
tion, commercial properties now represent a major risk for the
banks. In 2008, commercial properties constituted 32% of the
banks’ total lending (“Financial Stability 1/2009, Norges Bank”).
Now that the supply of office premises is increasing as a result of
the high level of building activity in previous years and demand is
waning as a result of the economic situation, rents will continue
to fall. This will in turn lead to the banks becoming more restric-
tive in lending for office and commercial buildings. Housing deve-
lopers too are reluctant to start up new projects, despite the low
interest rates and anticipated need for new homes as a result of
relocation and establishment of new households.

After a sharp fall off in the number of new orders through 2008,
things started picking up again in the first quarter of 2009.
Construction projects and renovations made a considerable 
contribution here. In addition the inflow of new housing projects
levelled out.

Sales statistics for building and construction companies also 
reveal a decline of 2.8% in the first quarter, compared with the
same quarter last year. Here too, the figures indicate that it is the
remodelling and renovation market that is buoying activity up,
while new-builds are pulling turnover down.

5

Order situation in building and
construction slightly improved



The decrease in our available market will be greatest in 2009, at
approx. 14%, and we expect an unchanged activity level in 2010,
which means zero growth. This is presuming the Norwegian 
economy improves from the end of 2009 and into the first half of
2010. The forecasts are uncertain and are based on the assump-
tion that international growth will not deteriorate further and that
the monetary and financial stimulation packages will have their
intended effects.

For the period 2011 and 2012, the government stimulation pack- 
ag es in Norway and abroad may yield small growth in GDP 
and thus prospects 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. 

Housing investments are expected to fall by 13% this year and a
further 1% next year. The decline in the number of new housing
starts in 2009 as a whole is the cause of the decrease in invest-
ments. As indicated in our last economic report, we expect to 
see a new upturn in the housing market in 2011, with growth in
investments in housing of around 3%.

Investment in non-residential building will decrease by up to 
30% this year and a further 9% next year. Private investment in
non-residential building is pulling the figures down, while the
public sector will continue to increase its investments in non-resi-
dential buildings. We have adjusted our prognoses down for 2009
and 2010 compared with our last report. This decrease is the result
of overinvestment in office and commercial buildings over a num-
ber of years. Rent on office premises in cities is also going down.

Investments in construction will increase significantly in 2009 and
2010, by 9% and 7% respectively, and then stabilise at a high level.
These estimates are based on signals in the National Transport
Plan that was presented last winter. Transport investments will
increase by approx. 11% in 2009 and a further 15% in 2010.

Building costs

Lower commodity prices have led to a sharp drop in building
costs. The annual increase in costs for blocks of flats is now 
down to about 2%, compared with 6.5% one year ago. Lower
wage performance in 2009 will result in continued low costs 
within building.
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Housing and non-residential 
building yielding weak growth in

building and construction

Construction will increase next
year, but is nearing its peak

After a sharp drop this year, 
building and construction invest-

ments will increase in 2010
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House prices on the rise, 
surprisingly

House prices in Oslo and environs
have risen by 18% this year

Fewer homes are being built 
than are probably needed

House prices
Our prognosis for developments in house prices was approx. 3%
for 2009 as a whole. This figure was based on increasing un-
employment, a volatile 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 June 2009

Developments so far this year indicate that the combination of
low interest rates, good wage performance, rising stock markets
and generally more optimism among households has in fact
resulted in the opposite development in the housing market.
Since the beginning of the year, the price of existing homes has
risen by 8% and flats in blocks by almost 12%. Prices are current-
ly only 3% below the peak prices in 2007.  

In Oslo too, house prices for existing homes have risen more
than expected. At the end of June, prices had increased by 18%
and are now at around NOK 30,300 per square metre. The num-
ber of sales is increasing, and more potential home buyers are
attending showings.  

Latest data from June 2009

Purely technical needs analyses based on developments in the
number of households, relocations and how many homes dis-
appear from the market, suggest that around 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 remain low and the current optimism and faith in the 
economy are maintained, then house prices may remain high
through the autumn.
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Fewer dwellings being built 
than expected

House building 24% lower than
one year ago

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 will continue into 2009 and that 16,000
homes will be started this year.

Latest data from April 2009

House building is now 24% lower than in the same period last
year, and the drop for flats in blocks is more than halved. The
decrease for terraced housing is 16%. Housing starts in detached
houses have increased by 12% so far this year. At the end of
April, the annual figure for starts was down to around 20,000
dwellings. Uncertainty in the statistics means that the actual 
figures are probably slightly lower. We expect approx. 
16,000 homes to be started in 2009.

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

– Significantly lower growth in the Norwegian economy, with 
fluctuations

– Developments in the number of households suggest high 
demand

– Generally higher unemployment and lower growth in 
disposable income (2–3%)

– Fluctuating interest rates, but generally higher
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Non-residential building will
continue to fall 

This will yield housing starts that increase to 18,000 in 2010 and
then to 22,000–23,000 housing starts in the period up to 2015. 
The proportion of flats in blocks will also increase slightly in the
period.

Latest data from April 2009

Commencement of non-residential buildings continues to fall. By
April the decrease was more than 20% lower than last year. The
decrease is greatest in recreational buildings and garages. We
expect this decline to continue. Offices and commercial buildings
in particular will experience a significant decline over the next
few years.
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Economic indicators for Sweden
Sweden has been hard hit by the international economic crisis, with
the greatest drop in GDP in the whole OECD area. Sweden produ-
ces goods for the markets and industries that have suffered the 
largest initial drops. GDP fell by 6% in the first quarter, and a similar
drop is expected for the second quarter too. GDP is expected to fall
by 5.4% for 2009 as a whole. Nevertheless, there are indications
that it will level out in the second half of the year. However, the
upturn is expected to be moderate and will be slow. There are seve-
ral reasons for this: it takes time to bring a high loan-to-asset value
ratio down, the employment market is still being weakened and
limiting the upswing, and public deficits are increasing in several
countries, leading to budget consolidation, which in turn limits
growth. Although several indicators are now beginning to point
upwards, the risk of further relapses in the economy is still present.  

After negative growth in 2009, several forecasting agencies are now
predicting growth of just under 1% in 2010 and of 2.5% in 2011. 

The Swedish labour market deteriorates quickly. Following a leap in
the number of people given notice at work in the first quarter, num-
bers dropped again slightly in April and May this year. At the same
time, the number of job vacancies has been halved up until May
this year. In the period up to and including April, the number of
people in employment shrank by 55,000. Industry accounts for the
largest decline in employment, even if the decline in production in
the Swedish economy has not yet manifested itself in full force in
the labour market. 

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

Latest data from May 2009

GDP growth in Sweden 
of -5.4% this year

Unemployment is expected to
continue to rise in Sweden

Sweden 
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Industrial production plummeting

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. 

Industrial production fell by 22% in May compared with the same
period last year. From April to May the decline was 2.7%. The indus-
try with the largest decline was the automotive industry with a 57%
decrease in one year. The automotive industry is estimated to be
responsible for 1.3 percentage points of the GDP decline in Sweden.
There are roughly 75,000 people employed in the automotive
industry in Sweden, which is 11% of industrial employment. 

Latest data from May 2009

The decline in industrial production has been much larger than
anticipated. The decline is substantial in all sectors with the excep-
tion of production of energy goods, which grew slightly in May. 

Retail sales have increased much more than expected so far in
2009. Growth is in excess of 5% from the beginning of the year.

Latest data from May 2009

Growth was highest in the grocery industry. However, this growth
must be seen in context with the fact that the December figures
were particularly low. In addition, low interest rates, continued
good wage performance and slightly more optimism among 
households also contributed to growth.
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Inflation at -0.6% in Sweden

Market interest rates increasing

as predicted

Low interest rates for at least

another year 

Inflation continues downward, and the June figures show an
inflation rate of -0.6% compared with -0.4% in May. Lower 
housing expenses as a result of low interest rates play a major
part in pulling prices down. 

The decrease from autumn 2008, where inflation was at 4.2%, is
unprecedented and, together with the labour market prospects,
constitutes an important reason why Riksbanken chose to lower
the key policy rate to 0.25%. Riksbanken also stresses the uncer-
tainty about when the economy will start picking up again and
how quickly it will recover. At the same time, the bank suggests
that interest rates have reached their lowest ebb and will 
probably remain at a low level until the autumn of 2010. 

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.

Latest data from May 2008



13

12% fall in building and 
construction investments 

this year

Around 15,000 housing 
starts in 2009

The building and property market 

The uncertainty and the recession in industry also impact develop-
ments in building and construction in Sweden. Businesses and
suppliers to the automotive industry are putting off building new
factories and premises. Government stimulation packages have led
to increased activity in construction and public buildings. In the
short term, we will also see an increase in municipal investments.
As unemployment increases, tax revenues to the municipalities
will decrease, yielding lower government investments. 

Overall, we anticipate a decline in building and construction
investments of 12% for 2009 and a 3% 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. 

Housing investments are expected to decrease by 30% in 2009
and probably another 10% 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 23,000 in 2008
to under 15,000 this year. 

Investments in renovations and extensions in the period are
expected 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 renova-
tion and remodelling market.  

Housing starts

Single detached
dwellings
Flats in blocks
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Investments in non-residential buildings (premises) are expected
to decrease this year by 20%. In this sector too, private invest-
ment in non-residential buildings will decrease by an estimated
32%, while government investments are expected to increase by
around 10%

The decline is greatest in the office sector and industry, while
investments in shops and shopping centres remain roughly un-
changed. In particular, this applies in the area around Stockholm,
where activity within non-residential building is not going to
decrease significantly, whereas the West Coast will see a relative-
ly 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 under
way, the activity level is currently high. In light of this, continued
sluggish growth is expected, but at a high level. Transport is pre-
dicted to continue to be the driving force within construction,
while private facilities are expected to decline.

Building costs

Annual growth in building costs has fallen dramatically in the last
year, from 6% in June 2008 to under 1% in 2009. The fall in com-
modity prices and lower wage performance explains the decline.
However, there is reason to expect costs to remain low through
the rest of 2009 and the first half of 2010.

House prices
House prices in Stockholm, Gothenburg and Skåne were predic-
ted to go down in the first quarter of this year, but prices have in
fact risen relative to the end of the fourth quarter 2008.

Latest data from 2nd quarter 2009

Continued high level of 
construction activity ahead 



In Stockholm, house prices have risen by 11%, in Gothenburg by
about 2%, and in Skåne by approx. 7%. Growth was greatest in
the first quarter, whereas in the second quarter we saw prices
decrease. In June, prices dropped by 2–3% in Stockholm – 
a trend that was repeated in the other regions too.

Low interest rates and continued good wage performance are 
the main causes of the decrease. Household interest expenses 
as a percentage of disposable income have fallen from 6.5% in
2008 to an estimated 4% this year. Real disposable incomes are
expected to rise by 0.8% this year and 1.3% 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, but that prices will start falling 
in 2010 as unemployment increases. 

Economic indicators for Denmark
Being a small, open economy, Denmark was hit very hard by the
international economic downturn. Denmark has experienced a
recession with three consecutive quarters of negative GDP
growth. For 2009 as a whole, GDP is expected to decrease by 
3.5%. The crisis has coincided with a slumping housing market
and a weak financial sector.

There are now signs that the worst of the crisis is over. A number
of forecasting agencies believe that exports will pick up in
autumn 2009 and domestic demand will start increasing again.
Low interest rates and fiscal incentive schemes are the main
cause of this. Weak GDP growth of 0.8% is predicted for 2010.

The decline in the labour market came later in Denmark than in
the other Scandinavian countries. In winter 2008, there was still
talk of a shortage of labour in Denmark. Unemployment only
started to increase in autumn 2008 and by May this year had
risen by approx. 50,000 people. Nevertheless, the current level is
still far below the level in 2003 and 2004.

15

House prices up 11% in
Stockholm in the first six months

Rising but still moderate 
unemployment

Danish economy hit hard by the
financial crisis

Denmark



Latest data from May 2009

The number of vacant jobs has been more than halved in one
year, from 35,000 vacancies at the start of 2008 to just under
15,000 in June this year. This indicates that many people who
become unemployed may be unemployed for some time.

Latest data from May 2009

Danish industry has been affected by weak export markets.
Growth stopped a year ago and is now at a historic low. If the
international economy starts to improve again in autumn 2009 
as forecast, we should see an upturn in industrial production
towards the end of the year. 
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Industrial production plummeting



Latest data from May 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
business 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. 

Inflation has also fallen in Denmark, from 4.3% in August 2008 to
1.4% in June this year. There has not been such a large drop since
the beginning of 1990. Lower oil prices account for much of the
fall. Inflation is expected to continue to fall to 1% before starting
to rise again. Rising oil prices and continued good wage perfor-
mance may push inflation back up to 2% by the end of the year.  

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.
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However, retail sales remain 
surprisingly strong



The number of housing starts dropped from approx. 20,000 units
commenced in 2008 to an estimated 13,000 this year. This means
that investments may fall by about 22% in 2009. The decline in
residential building starts is expected to continue beyond 2009,
meaning investments may fall by another 6% next year. We will
probably not see growth in housing investment before 2012.

Investments in non-residential building have also dropped sharp -
ly over the last year. Poor growth in the Danish business sector
and difficult financing have contributed to less private non-resi-
dential building. Investments are expected to fall by 12% in 2009
and a further 13% in 2010. The prospects are better for public
non-residential building. Here we expect growth of 8% this year
and 14% in 2010. 

Construction investment has remained at a more even level.
Growth of around 3% is expected both this year and next year.
Investment in roads is buoying activity, while municipal invest-
ments in construction are expected to go down slightly. Within
the energy sector, it appears that investments will remain un-
changed. 
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House building down to 
13,000 starts



House prices

Latest data from 1st quarter 2009

House prices continued to drop in the first quarter 2009. The
decline was the greatest in Copenhagen, while prices in the rest
of the country are flattening out. In Copenhagen prices are now
35% lower in relation to the peak in the third quarter 2006, and
for the rest of the country they are now 30% lower. With the cur-
rent uncertainty relating to economic performance and outlook
for the borrowing rate, it is uncertain when the housing market
will turn around. Continuing high unemployment and growth in
household income indicate that the housing market will rebound
when the uncertainty in the market is gone and economic arrows
are pointing up. We will probably have to wait until well into 2011
before this happens.
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We welcome opinions and comments.
Rolf Albriktsen 
Telephone +47 21 05 75 71 
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