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New since February – main points

Slower global growth, 

but no “deep valley”

International economy
The turmoil in the financial markets has continued in 2008, and uncer-
tainty among the players has increased. The banks have priced increa-
sed risk into the borrowing rate with higher interest rates for consumers
and companies. The U.S. economy has weakened in recent months in
the wake of the financial crisis. In the first quarter of this year GDP
growth was 2.5%, the same as in the first quarter the year before.
Employment has begun to fall and unemployment is on the rise. The
future expectations of American households and companies are also
more pessimistic than before.

GDP growth in the eurozone was somewhat better than expected in the
first quarter. Growth in Germany was particularly surprising. A global
GDP growth rate of 4% is expected in 2008 and 2009. It is primarily in
the OECD area that growth will be weaker as a result of the financial 
crisis and high energy and food prices. The economic downturn will be
the most pronounced in the U.S., where declining housing investment
is making the biggest contribution to the decline. Because growth in
many developing countries is continuing, the global downturn will be
moderate. 

The forecasts about global trends are based on an assumption that the
financial turmoil will continue for the rest of this year and that the mar-
ket for credit will eventually stabilise. However, in these forecasts there
is a downside risk.

Scandinavia 
The economy in the Scandinavian countries will be affected by a wea-
ker international economy, even though we have not seen clear signs of
weakening so far this year. Industrial production is generally higher,
and new jobs are being created which in turn will help unemployment
to continue to decline. However, we expect that weaker exports through
the year will contribute to somewhat lower industrial production, a sof-
ter job market and slower GDP growth in relation to what we have had
in recent years in Scandinavia.

Summary of the forecasts
Norway
• GDP growth 4.8% in the first quarter
• Continued sound domestic demand and increasing inflation, 

slowly increasing interest rates the rest of the year
• Building and construction investment up approximately 1.5 % this 

year
• Non-residential building investment and investment in construction 

are increasing, while housing investment is down slightly from a 
high level

• Housing prices are up slightly so far this year, but subsided some 
in May

• Housebuilding is waning, 25,000 housing starts this year

Sweden
• Softer GDP growth in the first quarter this year (2.2% annually)
• High inflation pressure and stable key interest rate for the rest 

of the year
• High activity, but subsiding growth in the building and 

construction market
• Housebuilding down from a high level, 25,000 units to be 

commenced this year
• Home prices are flat but slightly above forecasts

Danmark 
• 1% GDP growth this and next year
• Wage and cost pressure still high, low unemployment
• Lower building and construction investment in 2008 (-5%)
• Housing investment is contributing to slower GDP growth in Denmark
• The activity level of non-residential building and construction remains

good
• Home prices continue to fall, but at a slower pace than before
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Norwegian economy
After an annual GDP growth rate of 6% for mainland Norway in
fourth quarter 2007 growth in the first quarter was 4.8%, which is a
slower growth rate than in the second half of 2007. If the same trend
remains throughout the rest of the year, the estimate of 3% GDP
growth appears to be reasonable. The decrease is connected with
lower spending on electricity and cars and a decline in a number of
state excise taxes. In recent years service industries have been a sig-
nificant contributor to the GDP increase. In the first quarter these
industries showed somewhat lower growth. The growth in the gross
product in industry and mining held stable at a good level, thereby
contributing to GDP growth.

Retailers in Norway increased revenues by 0.4% from March to April
this year, and the annual growth rate is 3.5%. Performance so far is
in accordance with our estimates. Growth was evident in all product
groups. The product group that increased the most was electronic
goods, while building materials was the group that declined the
most, which is natural when housebuilding declines.

Latest data from April 2008 
Sources: EcoWin, own estimates

Fortsatt god BNP-vekst

Norway

Retail sales (Index of volume)
Seasonally adjusted 2000=100

Sources: Statistics Norway, own estimates

BNP
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Latest data from May 2008

Unemployment is flattening out at a low level. May this year was the
first time in four years that a small increase of 600 unemployed was
recorded. Unemployment increased the most in building and con-
struction. The change so far is in line with our expectations and indi-
cates no signals of strong growth in unemployment in the time to
come. In the first quarter the number of unemployed grew by 0.8%.
Growth mainly occurred in commercial services. Overall, employ-
ment was up about 100,000 in the second quarter compared with
first quarter 2007. The tight labour market, together with lower GDP
growth, led to a not unexpected productivity drop of -0.4% for main-
land Norway in the first quarter of this year compared with the 
previous quarter 

Continued low unemployment is expected through the summer and
part of the autumn, with a slight increase at the end of the year. It is
particularly in building and construction and the export industries
that unemployment may increase.  

In the next few years the pressure in the labour market will never-
theless remain high. This spring’s wage settlement with an assumed
wage increase in the LO/NHO settlement of 5 ½% and plausibly
somewhat higher in the public sector indicates that we may have an
overall wage increase of between 6 and 6 ½% this year, compared
with 5 ½% last year. In step with the prospect of somewhat higher
unemployment the wage increase in 2009 can come down to
around 5%.  

Combined with increased energy and food prices, the wage increase
indicates that the pressure on costs will be high moving forward.
Together with lower productivity we may therefore face somewhat
higher inflation than what we have seen in recent years.

Unemployment is flattening out
at a low level as expected

Økte lønnskostnader bidrar til å
holde inflasjonen oppe

Unemployment, seasonally adjusted, 1000 Persons

Sources: Norwegina labour and Welfare Organisation (NAV), own estimates

Norway, Consumer prices
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Somewhat weaker growth 
compared with the year before

Even if many indicators (consumption, production, home prices)
point to somewhat slower growth in the future, the activity level will
be high in Norway in the coming year. This, combined with increa-
sing inflation, is pointing in the direction of continued high interest
rates. There is therefore the prospect that the interest rate will be 
raised before the summer holiday to 5 ¾%, which will remain in
place for the rest of the year.

The difference between the money market and expected key interest
rate reflects the risk premium that banks and others pay for loans in
the money market. The money market rate has increased consider -
ably, around 1 pp the last quarter, and is an indication of the uncer-
tainty prevailing among the players in the market. There is therefore
reason to assume that the high interest rate level will remain in
place for the rest of the year and until the uncertainty in the market
has been reduced. 

Latest data from May 2008

The building and construction market
The growth in the building and construction industry was 0.4 % in
the first quarter of this year compared with fourth quarter 2007.  This
is about the same growth we had through parts of 2007. Further
decline in housing investment the rest of the year will, together with
a flat trend in non-residential buildings and some growth in con-
struction, help to sustain our estimate of 1 ½ % growth in building
and construction investment.

Housing investment
The annual decline in housing investment is 3-4%. The decline is
somewhat smaller than what the decline in the number of housing
starts should indicate, which is connected with an increasing share
of detached and semi-detached houses and larger homes, and that
investment in upgrading of existing homes is increasing.

Fortsatt høyt rentenivå ut året

3-month NIBOR

Building and Construction market, Norway
(annual growth in fixed 2004 prices)

Sources: Bank of Norway, own estimates



The decline must be seen in connection with several consecutive
years of strong growth and that the level of activity will continue to
be high in this sector.

Non-residential investment
The growth in non-residential investment is subsiding, but the level
is very high. It is also expected here that investment in existing buil-
dings will increase and that a turn toward more public building will
contribute to higher investment per square meter.

Construction investment
Considerable growth is expected for construction in the years to
come. The supply of construction jobs is good today and is increa-
sing. The focus on upgrading existing roads, railways and airports
will help keep the growth in investment up. In addition, political inte-
rest for upgrading and increasing the efficiency of existing hydropo-
wer plants is high, and the revised state budget presented in May
indicated many measures for increased investment. In addition, a
commitment to wind power plants and further gas power plants will
push construction activities up.a anleggsvirksomheten oppover.

Building costs

The growth rate for building costs in first quarter 2008 was also bet-
ween 6 and 7% on an annual basis. However, the growth in material
costs has subsided, while wage costs have helped keep cost increa-
ses up. Increased wage costs will continue to contribute to high
growth in building costs through 2008. 

New orders for buildings and constructions rebounded at the end of
2007 and growth was at about the same level as at the start of the
year. For homes the decline in orders continued. This also corres-
ponds with the trend we saw in the first quarter for housing starts. 

Latest data from 1st quarter 2008
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Økt anleggsaktivitet  fremover

New orders for buildings and
construction rose while houses

continued to fall 

Norway, New orders, Index, 2000=100

Norway, Construction costs



House prices
House prices went down by 0.6% in May compared with April this
year. Compared with May the year before the decline was 1.3%. The
decline came after a slight upturn in February, March and April. The
prices are so far above our estimates of 4% growth throughout the
year (December/December) for flats. The fundamental economic fac-
tors are still in place for a favourable trend in house prices, but the
uncertainty in the credit market, higher interest rates and negative
news about the international economy are pulling prices down. This
uncertainty will probably last out the year and contribute to a virtual
flat trend in prices. In addition the number of unsold homes has
increased, which will hold price rises in check in the time to
come.Prices of existing homes – entire country

Latest data from May 2008

House prices in Oslo fell by 0.9% in May compared with April. This is
a correction after prices increased by a relatively large amount in
April (2.5%). The growth in OBOS prices are now 3% and are so far
in line with our forecasts for 2008. Here too the number of houses
sold fell, but from a high level in 2007. 

Latest data from May 2008

Housing starts
The number of housing starts has as expected subsided in the first
quarter, and the decline was largest in the first two months of the
year. The decline in the first quarter was 24% compared with the
same quarter the year before. There were 39% fewer block projects
and 22% fewer row houses, while the number of detached and
semi-detached houses remained at about the same level.
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House prices dipped in May,
uncertainty in the market will

affect prices in the time to come 

House prices in the Oslo area 
are also flat

Housebuilding declines 
as expected

Housing prices in the Oslo area
1000 NOK per m2

Housing prices (whole country)
1000 NOK per m2
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Probably lower housing starts
than what we assumed in

January, around 25,000 housing
starts this year

Considerably stronger growth
than expected in non-residential

buildings

However, our estimate of 28,000 housing starts this year appears to
be somewhat high. The decline will likely continue to fall through the
year, and the number of housing starts will drop to 25,000 for the
year.

The major fluctuations in housebuilding will occur in blocks of
flats, while the share of small houses (detached houses, row hou-
ses etc.) is virtually constant. Our assumption is that housebuil-
ding will lie at around 25,000 units commenced in the coming two
years, and subsequently increase in 2010.

Latest data from March 2008

Commencement of non-residential buildings continues to increase.
In the first quarter this year just over 12% more square meters of
non-residential buildings were started than during the same quarter
the year before. The growth was largest in offices and commercial
buildings, which represent around a third of the starts. The commen-
cement of recreational buildings is still high and growth here was
approximately 35% compared with the year before. 

Number of homes
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Slower GDP growth in Sweden in
first quarter, but sound domestic

growth

Unemployment down 
more than expected

Economic indicators for Sweden
GDP increased by 0.7% during the first quarter of this year compa-
red with fourth quarter 2007. Compared with first quarter 2007
growth was 2.2%. The Riksbank’s estimate was 2.7%.

Net exports and public consumption contributed to lower GDP
growth in the first quarter. Growth in private consumption also decli-
ned somewhat. Companies’ willingness to invest is also holding
firm. Overall, it appears that domestic demand is being maintained
at an acceptable level.

Latest data from April 2008

Unemployment continues to decline and is below our estimate
for the year. Employment continues to grow. The tightness in the
labour market will therefore determine changes in the workforce
and how the Government’s reforms will affect them. We expect
the low unemployment to continue.

Sweden 

Unemployment, Sweden, seasonally adjusted, 1000 persons   

BNP GDP and Consume  
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Retail sales increased less than
expected in April 

Latest data from March 2008

Industrial production has slowed somewhat more than expected in
first quarter 2008. Performance was particularly weak in January and
February. Much of this weakening is probably due to fewer exports.
The annual growth rate as of March was just over 1%.

Latest data from April 2008

Retail sales dipped in April after growing slightly in the first three
months. The economic and financial position of households has
improved considerably this past year by increased wages, share
dividends and lower taxes. Saving has also been at a relatively
high level in recent years. Retail sales are expected to be flat
through the autumn.

Flat trend in industrial 

production, export companies

struggling

Index of Industrial production
Seasonally adjusted, 200=100

Retail sales (Index of volume)
Seasonally adjusted, 200=100

Sweden: Inflation  
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Inflation is also increasing in Sweden and is currently between 3 and
3.5%. Increasing food and energy prices are the main reason. The
calculations show that if the oil price increases by 10%, the CPI will
increase by 0.25 percentage point. The 40% increase in energy prices
from the start of 2007 to today have pushed the CPI up by around 
1 percentage point.  

Core inflation is well over the Riksbank’s monetary policy target of
2%. By itself this should indicate a higher key interest rate. Slower
GDP growth than the bank assumes and weaker international 
economic trends are contributing to lower interest rates. There is
therefore reason to assume that the key interest rate will remain
unchanged at 4.25% for the rest of the year. 

Latest data from May 2008

The market rate is largely steered today by the uncertainty in the
credit market. We therefore see a big variation from month to month
as a result of this. Expectations of a slower economy, less uncertain-
ty in the credit market and the fact that the Riksbank sees lower inte-
rest rates in the time to come, may mean that market rates will start
to go down in the autumn.

The building and construction market 

Driven by lower housing investment, the growth in the building and
construction market in Sweden is declining. Nevertheless, strong
growth in housing over many years has contributed to keeping acti-
vity at a high level. We therefore expect two years with growth rates
down to around 1% in overall investment in building and constructi-
on.  

Housing investment is being held down as a result of fewer housing
starts this year. Continued activity in major rebuilding projects is
keeping activity somewhat up. 

Still high activity, 
but diminishing growth in 
building and construction 

investment 

Building and Construction market, Sweden
(annual growth in fixed 2005 prices)

3-month Interest Rate, Sweden
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Building costs will continue 

to increase

Avtagende igangsetting av 
boliger i Sverige

In non-residential building the level of activity is being maintained
as a result of several public and private building projects that are
under construction. Karolinska universitetssykehus and
Centralsjukhuset in Karlstad are examples of major public projects
that are under construction. In the private sector, the main invest-
ments are in hotels and parts of the processing industry.

The construction sector is the sector where there is the least uncertainty.
Up to now investment has been highest in the private sector, with incre-
ased expenditure on energy and environmental facilities. However, we
assume that growth from now on will increase in public infrastructure
expenditure.

Building costs increased again in April, and annual growth is up to
5.5%. Increased energy prices and increasing wage costs are serving
to push costs up. 

Further details about the housing market
In 2008 a decline is expected in housebuilding, to about 26,000 
housing starts.

(The high level of housing starts in 2006 was due to an accumulati-
on of projects that were registered as commenced before 1 January
2007 in connection with the discontinuation of investment subsidi-
es.)

The number of housing starts has subsided considerably in the
three first months of this year. The decline is evident in both houses
and units in blocks of flats. Our estimate for 2008 of 36,000 housing
starts is therefore too high. On the basis of the trend we see today in
building activities, we assume starts will drop to around 25,000 for
the current year. 

Sweden, Construction Prices, Factor price, multi-dwelling buildings

Sweden, Housing Starts
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Noe svakere kjøpekraft 

for boliger i Sverige

Housing prices in Stockholm 

unchanged 

Sales prices
Our forecasts for 2008 are based on the following assumptions:
• Real wage growth of 2.5% and continued high employment levels
• Sound, but softer growth in the real economy
• Continued strength in household finances (no imbalances)
• Migration to growth areas continues
• The turmoil in the financial markets will continue for the rest of 

the year
• Increasing supply of new houses in the market

Swedbank’s Boindex (living expenses index), which gives an indica-
tion of the changes in household buying power with respect to hou-
sing, showed a general deterioration of purchasing power with the
exception of Stockholm/Mälardalen and Skåne, where buying power
had improved. Purchasing power in the Gothenburg region deterio-
rated, while the buying power for houses in Skåne was unchanged
on the basis of this method of calculation.

Latest data from April 2008

As of April this year housing prices in Stockholm are practically unc-
hanged compared with the same period the year before. Compared
with January this year the prices are also unchanged. Our assumpti-
on was that the turmoil in the credit market with higher interest
rates would cause prices to drop in the first half. 

In Gothenburg prices have held somewhat better than expected.
Price growth in the first quarter was just over 4% compared with
fourth quarter. Net migration to the region is stable, just under 5,000
per year, and housebuilding appears to be gauged to the growth in
population. There is therefore reason to assume a more “normal”
development in house prices in the months to come.

Number of Dwellings started (1000 units) 

Housing prices
Dwellings 
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Still low unemployment, with
signals of an increase

Industrial production is 
performing as expected 

For Skåne all together, prices appear to be in line with our expecta -
tions. There are major variations between the individual areas.
Particularly in Malmö the prices of houses are staying up but are
more variable otherwise in Skåne. However, net migration to Skåne
is high, just over 7,000 per year. Of this approximately 1,400 are
from Copenhagen. We thus expect prices to rise faster in the area in
and around Malmö than what is assumed here.

Economic indicators for Denmark
After three strong years growth in the Danish economy is at a level
of around 1% annual GDP growth this and next year. Even though
the pressure on resources in the economy will subside considerably,
wage and cost pressure will remain in place. The decline in the eco-
nomy has essentially been associated with two areas: Lower exports
and considerably lower housing investment, but from a still high
level. Private consumption has dropped somewhat, but the decline
in the real estate and stock markets have yet to have a clear impact
on consumption. The still strong labour market and healthy income
situation has prevented further decline. 

Unemployment continued to drop this winter and is now 2%.
Sometime this autumn we will probably see the first signals of
increasing unemployment. Parts of the manufacturing sector and
building and construction are now reporting plans to make payroll
cuts.

Latest data from April 2008

Latest data from March 2008

Industrial production has performed about as predicted for the year,
but the variations from month to month are considerably larger than
previously assumed. Exports are weaker and provide less industrial
production.

Denmark

Index of Industrial production, seasonally adjusted, 2000=100

Unemployment, Denmark
Seasonally adjusted, 1000 persons
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Latest data from April 2008

Retail sales are lacklustre, as expected. Growth for the year is estima-
ted at 2%. The decline is highest in building goods, while other 
product groups are growing about as the previous year. 

Inflation continued to increase in Denmark through the first quarter.
Inflation is now 3.3% and has increased from 2.5% at the beginning
of 2008. Higher food and energy prices are the main reason for the
growth. Low productivity and relatively high wage increases 
combined with continued growth of energy prices is helping to keep
inflation at a high level in 2008 and into 2009.

Latest data from May 2008

At the beginning of 2008 we assumed a slow decline in market rates
through 2008. The interest rates mainly follow the interest rates in the
eurozone. The performance so far shows a somewhat stronger
growth than assumed, as a result of the uncertainty in the market.
There is also reason here to assume high market rates through 2008.

Lower growth in retail sales 
as expected 

The market rate is also on the
way up in Denmark

Høy inflasjon også i Danmark

3-month interest rate, Denmark

Retail sales, Denmark (index of volume)
Seasonally adjusted, 2000=100

Denmark, Consumer Prices



The building and construction market

The outlook for combined building and construction investment in
Denmark is poorer than we have seen before. A decline of 5% is
expected this year, with a further 2% in 2009. However, an improved
international economic situation in 2010 could give the economy,
optimism and housing market a boost in Denmark. The decline
comes after many years with high activity in the entire building and
construction sector.  

Even with expectations of a decline in building and construction acti-
vities no clear indicators of higher unemployment among building
and construction workers have been observed so far. This may be
connected with the fact that unemployment first occurs among fore-
ign workers who do not file for unemployment or that the level of
trade unionisation among building and construction workers has
declined during the economic boom.

Boligmarkedet 
Confidence indicators for building and construction still point down,
even though construction showed a levelling off in the last survey in
March.

Housing starts in 2007 probably dropped below 20,000. The decline
is expected to continue in 2008 towards around 17,000 housing
starts.

A high number of empty and unsold homes combined with higher
borrowing rates and more restrictive lending institutions are the
main reasons why the housing market is standing still. 
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Some years with lower growth 
in building and construction

investment

Housebuilding is falling – 
sharply 

Boliginvesteringene videre ned

Building and Construction market, Denmark
(annual growth in fixed 2005 prices)

Denmark, Business Surveys, Construction Sector



We therefore expect a low level of housing starts both this year and next
year. The earliest housebuilding can recover is 2010.

Latest data from 1st quarter 2008 

House prices continued to drop in first quarter 2008. The decline was
the greatest in Copenhagen, while prices in the rest of the country
are flattening out. In Copenhagen prices are now 21% lower in relati-
on to the peak in third quarter 2006, and for the rest of the country
they are now 12% lower. With the current uncertainty relating to eco-
nomic performance and outlook for the borrowing rate it is uncer-
tain when the housing market will turn around. Still high employ-
ment 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 2010 before this happens
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Home prices are still dropping, 
as expected

Vi venter en lavere boligbygging
både i år og neste år

We welcome your points of view 
and comments.

Rolf Albriktsen
Phone +47 21 05 75 71 Mobile +47 906 91 110
rolf.albriktsen@veidekke.no

Number of Dwellings started

Housing prices, owner-occupied flats
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