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“The interest rate
has reached such
a high level that
monetary policy
will have a damp-
ening effect on
spending and in-
vestment activity
for a long time to
come.”

Helge J. Pedersen
Group Chief Economist
Nordea
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“The chances
are good for a
soft landing, but
uncertainty is




Editorial

The prospects for the global economy are still relatively good despite significant monetary policy tight-
ening. Inflation has fallen sharply, and central banks will likely start cutting rates this year. This in-
creases the chances of a soft landing, but uncertainty is high.

The prospects for the global economy are
still relatively good despite significant mon-
etary policy tightening. The labour markets
have thus proven to be surprisingly strong
in most countries, just as inflation has fallen
sharply in the wake of the tumble in com-
modity and energy prices. This has contrib-
uted to supporting economic activity. The
services sector has especially benefited
from consumers’ seemingly insatiable ap-
petite for new experiences after the pan-
demic. The manufacturing sector has, in
turn, been hit hard by falling demand and
destocking in both domestic and export
markets.

Global growth looks set to land at around
3% in 2023, and we expect fairly similar
growth in both 2024 and 2025. This is com-
patible with a so-called soft landing where
central banks succeed in getting inflation
under control without serious conse-
qguences for the real economy.

Seen from a historical perspective, how-
ever, it is a very distinct and presumably
permanent slowdown. In 2000-19 — that is,
before the pandemic and Russia’'s war
against Ukraine — average global economic
growth was at nearly 4%.

Itis also a fact that in the past years, growth
has been unevenly distributed across coun-
tries and regions. This can partly be ex-
plained by the development in the terms of
trade between the countries that export
and import commodities and energy, re-
spectively. Against this backdrop, some
economies have performed surprisingly
well through the energy crisis, and others
have struggled more. The euro area is thus
on the brink of a technical recession,
whereas the US economy and a number of
emerging market economies are not expe-
riencing a slowdown in the same way.
China has had big problems in terms of a
confidence crisis among households and a

collapse in the construction sector — even
though inflation has not spiralled out of
control at any time.

It should be noted, however, that there is
still significant uncertainty. Firstly because
the interest rate has reached such a high
level that monetary policy will have a
dampening effect on spending and invest-
ment activity for a long time to come. This
holds true even though the first rate cuts
from both the Fed and the ECB can be ex-
pected as early as in the first half of 2024,
unless inflation starts soaring again.

The higher interest rate level also means
that the risk of debt crises in the coming
years has gone up. Not least among the less
developed and very indebted countries. But
also, many of the industrialised countries
have seen such a strong surge in debt levels
during the years with zero interest rates
that it now puts pressure on their fiscal ca-
pacity and limits their growth potential.

Moreover, geopolitical tensions have not
decreased; rather the opposite. The war in
Ukraine seems to be at a deadlock, and the
war between Israel and Hamas could po-
tentially escalate to a regional conflict. If so,
this might impact supply chains and energy
prices so severely that the ghost of inflation
could quickly rear its head again and trigger
major fluctuations in the financial markets.

International events can affect the econ-
omy. 2024 will see the election for the Eu-
ropean Parliament in June and the US pres-
idential election in November. Will the US
return to the America First policy if Donald
Trump wins back the White House? And
what will the public opinion be in Europe
on major issues such as Ukraine, Gaza, the
green transition and the EU budget policy
once the composition of the European Par-
liamentis known and a new leadership is in
place?

At the beginning of 2024, five new coun-
tries joined the BRICS bloc: Iran, Syria, the
United Arab Emirates, Egypt and Ethiopia.
This will add yet another dimension to the
BRICS countries’ role in the game of the fu-
ture global world order, including the wish
to become less dependent on the USD.

2023 was the hottest year ever on record.
And since the effect of the weather phe-
nomenon El Niflo will not wear off until
May at the earliest, there is a risk that the
record will be beaten this year, resulting in
more big climate catastrophes.

It is thus good news that the need to move
away from fossil fuels to obtain net-zero
emissions by 2050 was acknowledged for
the first time at the COP28 summit in Dubai
in December 2023. To reach this target,
global climate investments will need to rise
from around 1% in 2020 to just under 5% of
global GDP in 2030. It is obvious that the
enormous investment needs will turn the
green transition into a decisive growth en-
gine for the global economy for many years
to come.

Also the Nordic countries are feeling the
consequences of higher interest rates and
lower growth on important export markets.
Especially the manufacturing and construc-
tion sectors are affected. Denmark and
Sweden are already in technical recession.
Finland will probably follow suit soon, just
as the growth prospects for Norway are
weak owing to massive rate hikes and the
steep decline in energy prices.

In many ways, 2024 seems likely to become
a challenging year.

Helge J. Pedersen =
Group Chief Economist
helge.pedersen@nordea.com
+45 5547 1532

X @helgejpedersen
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HIGHLIGHTS ¢ Short-term growth outlook is weak and inflationary pressures are easing e Central banks are expected to start rate cuts in 2024 e
Geopolitical tensions continue to be elevated e Dollar likely to weaken

GLOBAL AND FINANCIAL MARKETS OVERVIEW

Turning point

Central banks will be reversing their monetary policies and start cutting rates in the com-
ing months. The weak economic outlook and resultant declining price pressure trend are
the biggest reasons for the turnaround. In addition, geopolitical tensions and the ap-
proaching elections will get a lot of attention this year. While the US elections in Novem-
ber will receive the most attention, it is also worthwhile to follow the results of the Euro-

pean elections and formation of the new EU Commission.

In many countries, the economic trend could change in
2024. The short-term economic outlook is still weak due
to the tight monetary policy, but now that inflationary
pressures are easing we expect central banks to start
cutting rates in the coming months and economic
growth to start accelerating towards the year-end.

However, there are still many substantial downside risks
to the global economic outlook. In China, political risks
are elevated, and the trend of the Party’s increasing con-
trol over the economy has a negative impact on the
country’s potential growth rate and can cause immense
sectoral differences. Furthermore, the geopolitical risks
are high. The war in Ukraine is likely to continue hinder-
ing the reconstruction of the country; at the same time,
the risks surrounding the Middle East and the Red Sea
are also elevated. Materialising these risks could again
cause challenges and disruptions in global supply
chains, as well as to the disinflationary process.

This year is also interesting in terms of approaching
elections, which may increase political uncertainty. The
results of the US election are far from certain; in the EU,
the future trends in developing a functional internal
market, for example, may depend on the results of the
June elections and the new EU Commission. Overall, the
role of politics has increased in the global economy in
recent years due to the pandemic, the green transition
and increasing geopolitical tensions, which all encour-
age a more active role for governments. Thus, elections
and political developments are one of the hot spots for
the global economy and financial markets in 2024.

Disinflation to continue

Price pressures have fallen faster than was expected in
our previous forecast, and headline inflation is already
close to the targeted levels in many countries. Inflation

06 / Nordea Economic Outlook / 1/2024

both in energy and food prices has eased and contrib-
uted to disinflation. We expect this trend to continue
and foresee the oil price, for example, continuing to
hover around USD 80 per barrel. Weak demand contrib-
utes to stable energy prices and has probably been the
main reason why the rise in the oil price has been very
moderate, despite serious geopolitical tensions in the
Middle East.

Also, core inflation has slowed down substantially in all
major economies. Weak global economic development
has contributed to negative raw material and producer
price developments as well as decreased corporates’
pricing power. We expect the process of disinflation to
continue in the coming quarters as the currently weak
economic trend should keep price pressures weak. In
the Euro area, for example, we expect headline inflation
to hit the ECB target as early as in the coming months.

On the top of the recent supply chain worries in the Red
Sea, the main challenge for the disinflationary trend
stems from the tight labour market and resulting strong
wage increases. In the US, robust economic growth has
supported the labour market development, while in the
Euro area, labour market development has continued to
be surprisingly strong even though the GDP has not in-
creased for more than a year. This combination of weak
GDP growth and robust employment growth has of
course implied negative productivity growth and rising
unit labour costs. The ECB seems to be worried that this
could lead to more permanent cost and price pressures,
but itis also possible that corporates are not able to pass
through higher labour costs to the final prices due to
weak demand.

2.9%

Global GDP growth
in 2024

1.8%

Forecast for the
headline inflation
in the Euro area in
2024

$80

Our forecast for the
oil price in 2024-
2025



US slowdown only short-lived?

US growth is set to slow down this year, as the lagged
impact of the previous monetary tightening bites, but
no recession is in sight. The pandemic-era household
excess savings are running out, but real purchasing
power is again developing positively, which should sup-
port consumption growth going forward. Inflationary
pressures have fallen significantly, but we see risks that
the Fed'’s rate cuts will give the economy an unneces-
sary boost at a time of still low unemployment, which
could lift wages and inflation again. There are down-
side risks, though, not least due to important elections
in November, with the two presidential election candi-
dates — President Biden and former President Trump —
having starkly contrasting views on nearly everything.

China to publish an ambitious growth target

Since our previous forecast, China's economic outlook
has stabilised as the leaders have increased support to
the economy. In our baseline scenario, China will pub-
lish another ambitious growth target in March and the
official GDP numbers will continue to be around 5% in
2024. Towards the year-end, external demand should
also start to improve, and the downward correction in

1/ GDP GROWTH FORECAST, % Y/Y

the real estate sector should come to an end. However,
the long-term challenges in the Chinese economy per-
sist as the Party’s control continues to increase, caus-
ing confidence problems in the private sector and
among consumers. This makes it even more challeng-
ing for the country to fix its growth model, where un-
productive fixed investments should give room for
consumption. The main downward risk continues to be
the possibility of a major downward correction in
housing prices, which could send households and thus
the whole economy into a downward spiral.

Euro area in a mild recession

Euro-area GDP most likely declined slightly in the sec-
ond half of 2023 due to the sluggish development of
consumers’ purchasing power, monetary policy tight-
ening and weak external demand. The short-term
growth outlook is weak, and the PMIs continued to be
clearly in contractionary territory in December. Weak
real economy development is expected to further re-
duce inflationary pressures via a decline in corporates’
pricing power and weaker labour market development.
This would allow the ECB to start cutting rates, which
should boost growth gradually towards the end of
2024.

Year World World us us

New Oold New Oold
2022 36 35 21 21
2023E 29 29 21 20
2024E 29 25 15 09
2025E 3.0 27 1.8 19

A / Short-term outlook is globally weak
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B / Inflation has slowed down more than expected
Core inflation in the US, the Euro area and China, %
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2/ FOREIGN EXCHANGE RATES, MONETARY POLICY RATES AND BOND YIELDS, END OF PERIOD

“In China,
leaders have
increased the
support to the
economy but
the long-term
challenges
continue to
exist.”

Tuuli Koivu
Chief Economist
Nordea

A/
Short-term outlook is
globally weak.

B/

Weak real economic
development has con-
tributed to weaker price
pressures.

Sources: Nordea and Macrobond

Year EUR/USD EUR/GBP UsD/JPY
2022 1.07 0.89 131.94
2023 110 0.86 141.02
2024E 115 0.84 130.00
2025E 115 0.84 128.00

Fed: us: Germany:
EUR/SEK EC.B: Fed funds tar- 10Y benchmark | 10Y benchmark
Deposit rate get rate (upper . .
yield yield
end)
112 2.00 450 3.88 256
11.10 4.00 550 3.88 2.02
10.80 325 450 420 210
10.70 225 450 420 2.00
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C / Rate cuts ahead
Market pricing for the terminal short rate
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Rate cuts are coming, but when?

Monetary tightening is behind us, and all focus is al-
ready on looming rate cuts from major central banks.
Financial markets seem convinced that rate cuts will
start rather early in the year. The central banks them-
selves are less certain.

The Fed now seems increasingly willing to ensure a soft
landing to the economy and has already taken the first
steps towards the first rate cut. While the timing looks
uncertain, the Fed could start cutting already during the
spring. We see a total of 100bp of cuts from the Fed this
year. However, the US labour market remains relatively
tight and the economy is doing fine, and while inflation-
ary pressures have eased, we are not so sure if the US
economy needs lower rates. Instead, we think the Fed's
rate cuts risk giving the economy an unnecessary boost,
which could push wage growth and inflation higher
again and stop the cutting cycle short. We also see
longer Treasury yields remaining at around 4% in the
coming years.

We think the economic environment is more supportive
of rate cuts in the Euro area, but the ECB disagrees, fo-
cusing on the remaining inflation risks and refusing to
even discuss the prospect of rate cuts. Against that
backdrop, we think rate cuts will start only in June, and
see gradual cuts throughout the rest of our forecast
horizon towards a neutral policy stance at around 2%.
Risks are tilted towards an earlier start and steeper cuts
if the economy falls into a deeper recession and infla-
tion recedes more clearly below the ECB’s 2% target.
The 2% level is also a reasonable anchor for longer EUR
benchmark bond vields.

Dollar to weaken, but US election is a joker

Over the past two years we have seen that the major
G10 currencies (except the JPY) have enjoyed the lime-
light at the cost of smaller currencies. Looking ahead,
we favour the JPY and more risk-sensitive currencies
such as the NOK.

According to the dollar smile theory, the USD tends to
strengthen both when the US economy is very strong
and also when it is extremely weak (during recessions
or during intense risk aversion). Moreover, according to
08 / Nordea Economic Outlook / 1/2024

D / More USD weakening when global growth picks up
USD Smile shows conditions for a USD strenghtening/weakening

US outperforms the
rest of the world

US recession or
synchronized
global slowdown

USD appreciation USD appreciation

Synchronized
global growth

USD depreciation
t

Source: Macrobond and Nordea

this theory, the USD performs worse when the eco-
nomic outlook for the rest of the world is better than for
the US economy. This theory captures well the experi-
ences over the past two years. Looking ahead, we be-
lieve that lower rates globally will continue to support
economic activity and risk sentiment, lowering the ap-
peal of the USD from a safe-haven standpoint. Moreo-
ver, our expectations of more near-term rate cuts in the
US relative to the Euro area and others such as Japan,
the UK and Norway point towards a weaker USD in the
years to come. This does not mean that we see a mas-
sive USD weakening ahead. We expect the US econ-
omy to continue to do well on a global perspective. Fur-
thermore, geopolitical challenges and the outcome of
the US presidential election could see the USD surpris-
ing positively ahead. If Trump is elected again, the USD
should benefit from its safe-haven status. However,
twin deficit worries (the US is running both high fiscal
and trade deficits) are more likely to appear under
Trump, which could weaken the USD. Both the out-
come of key events and how markets perceive the out-
comes are challenging to predict, which will continue to
contribute to volatility.

Eventually, cyclical currencies should start to perform
once global growth is allowed to pick up steam and in-
flation becomes less of a concern. The JPY has been a
huge disappointment over the last two years. We ex-
pect the normalisation of monetary policy in Japan to
begin this year. Higher rates in Japan bundled with cuts
elsewhere should give a stronger JPY ahead.

Tuuli Koivu

Chief Economist Finland
tuuli.koivu@nordea.com
+358 9 5300 8073

X @koivutuuli

Dane Cekov

Senior Macro & FX Strategist
dane.cekov@nordea.com
+47 2401 2295

X @DaneCekov
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Jan von Gerich

Chief Analyst
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X @JanVonGerich

c/

Financial markets
have started to price
in much lower rates
ahead.

D/

The dollar smile the-
ory suggests that the
USD will weaken, as
the global economy

rebounds.

2.00%

The level we expect
the German 10-year
yield to reach by the
end of 2025

115

The level we expect
EUR/USD to hit by
the end of 2024

3

The number of ex-
pected rate cuts from
the ECB by the end
of 2024



“"We expect cen-
tral banks to
start cutting
rates in the com-
ing months.”
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“The dampen-
Ing Is expected
to be relatively
mild and soon
to be replaced
by renewed
progress during
this year.”
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The Nordics

in brief

The Nordic economies are feeling the effects of higher interest rates and
weaker global demand. Denmark and Sweden are already in a technical
recession; Finland is likely to follow suit; and economic activity in Norway
has flattened. The outlook should brighten in the second half of the year,
as interest rates come down and consumer purchasing power strengthens.

DENMARK

Expected GDP growth in 2024

+1.0%

The Danish economy entered
a technical recession in 2023
after several years of high
growth. The number of bank-
ruptcies reached a decade-
high last year, and households
are increasingly affected by
higher interest rates. We ex-
pect renewed progress in mid-
2024 on the back falling inter-
est rates.

/ page 12

FINLAND

Expected GDP growth in 2024

-1.0%

Higher interest rates have also
sent the Finnish economy on
the road to recession, and they
will likely continue to be adrag
on private consumption, con-
struction and exports in the
first half of 2024. However, we
expect a rebound in the sec-
ond half of the year as lower
interest rates boost consumer
purchasing power.

/ page 16

NORWAY

Forecast for Norges Bank’s policy
rate at end-2024

4.0%

Activity has flattened in the
Norwegian economy, but we
see better times ahead. Inter-
est rates have finally peaked,
and while the descent will be
sluggish, slightly lower rates
will gradually improve house-
holds’ purchasing power. Ex-
pect higher housing prices af-
ter the summer and a slightly
stronger NOK longer out.

/ page 20

NORDICS

SWEDEN

Turnover in the housing market in
2023 vs. record-year 2021

-25.0%

Sweden will see weak eco-
nomic growth in the near term.
Inflation is normalising and in-
terest rate cuts are approach-
ing, which should lower the
risk of a deep recession. How-
ever, interest rates will stay
higher than before the pan-
demic, and households and
businesses will need to adjust
to the higher funding costs.

/ page 24
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HIGHLIGHTS -+ Danish economy in technical recession * Decade-high number of bankruptcies ¢ Sharp drop in inflation ¢ Prospect

of rate cuts from mid-2024

DENMARK

Growth pause

After several years of high growth, Danish economic activity has slowed down. Households are in-
creasingly affected by rising interest expenses, and residential investment has nosedived. These were
some of the factors that drove the Danish economy into a technical recession during 2023. Nonethe-
less, employment has risen to a historically high level. The dampening is expected to be relatively
mild and soon to be replaced by renewed progress during this year. The renewed acceleration will
primarily be achieved on the back of lower inflation, which will result in lower interest rates and help
strengthen purchasing power. This could trigger renewed pressure in the tight labour market.

Technical recession

In 2023, the Danish economy suffered from several
consecutive quarters of negative growth. It was the
first technical recession since the COVID-19 pan-
demic hitin H12020. The slowdown will continue this
year, in our view, as we expect GDP growth of 1.0%.
This is slightly higher than in 2023, but well below
average growth over the past decade. Next year, we
expect the Danish economy to expand by 1.7%. For
both years, the estimates are unchanged compared
to our latest forecasts from September 2023.

Our expectation of renewed progress in the Danish
economy from mid-2024 is mainly based on the pro-
spect of lower interest rates, which will boost domes-
tic demand, as well as demand in key export markets.
As such, solid real wage increases could pave the
way for higher household spending.

Large pharmaceutical industry

Industrial production in Denmark has risen nearly
50% over the past three years. This is a sharp accel-
eration compared to previously. However, the im-
pressive growth is solely due to very significant pro-
gress in the pharmaceutical industry, which accounts
for just over 20% of overall production. Non-pharma-
ceutical production has thus faced a setback since
mid-2022.

The pharmaceutical industry is typically character-
ised by being highly productive, and at the same
time, much of the activity takes place abroad. The
substantial production abroad has been a decisive
factor in maintaining a very large current account
surplus, totalling more than DKK 300bn over the past

12 / Nordea Economic Outlook / 1/2024

+1.0%

Expected GDP growth
in 2024

3.1%

Average expected
unemployment this
year

-0.40%
point

Spread between de-
posit rates — Danish
Central Bank and ECB

Sources: Nordea's estimates and
Macrobond

year alone. This equals more than 10% of the coun-
try’s GDP.

Moreover, progress in the pharmaceutical industry
has triggered a surge in companies’ investments in
intellectual property rights, which have risen to an
all-time high. On the other hand, the foreign-based
production in the pharmaceutical sector contributes
very little to developments in the Danish labour mar-
ket. Therefore, industrial production has also in-
creased significantly more than employment in re-
cent years.

Highest number of bankruptcies since 2011

The rising financing costs and declining activity out-
side the pharmaceutical sector are clearly reflected
in the number of bankruptcies, which rose to a dec-
ade-high in 2023. However, this increase follows sev-
eral years with unusually few bankruptcies. Many of
the bankrupt companies have had problems repay-
ing the government loans from the pandemic. At the
same time, many companies in the construction sec-
tor are feeling the consequences of sharp interest
rate increases.

3/ DENMARK: MACROECONOMIC INDICATORS

2022 |2023E (2024E|2025E

Real GDP. % y/y

Consumer prices. % y/y
Unemployment rate. %

Current account balance. % of GDP
General gov. budget balance. % of GDP
General gov. gross debt. % of GDP

Monetary policy rate (end of period)

27 0.7 1.0 17
77 33 19 24
26 28 31 29
133 | 110 | N8 | 110
33 31 22 15
298 | 305 | 296 | 284
175 | 360 | 285 | 185

USD/DKK (end of period) 697 | 675 | 648 | 648



E / Slowdown after a period of solid growth
Quarterly GDP in 2010 prices, level and q/q changes
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Sharp drop in inflation

In October 2022, the annual rise in consumer prices
reached 10.1%. It was the highest inflation rate on record
since 1982. However, price growth has since dropped
sharply, culminating in just 0.1% in October 2023. The
sharp drop in inflation is mostly due to lower energy
prices, as prices of both electricity and natural gas are
currently much lower than one year ago.

Starting in mid-2023, food prices began to fall in Den-
mark in the wake of lower global commodity prices.
Food prices in Denmark have fallen more and at a faster
pace than in the euro area, which is one of the reasons
why over the past six months, Denmark has had one of
the lowest inflation rates in the EU.

We forecast average inflation this year to land just under
2%. However, during the year, inflation is expected to
start edging higher again and will likely exceed 2% next
year. Part of the explanation for the rising inflation is that
the negative contribution from energy prices will gradu-
ally abate. At the same time, service prices will probably
increase relatively steeply in response to the trend in
companies’ wage costs.

Higher household spending

The period of high inflation has eroded household pur-
chasing power. However, during 2023, consumer confi-
dence rose in step with declining inflation and growing
wage increases. Moreover, record-high employment en-
sures that overall domestic purchasing power is
strengthening. This has contributed to a renewed uptick
in retail sales.

We expect consumer spending to rise further over the
forecast horizon, mainly as a result of positive real wage
growth. In addition, the refund of overpaid housing taxes
could boost consumption. Lastly, the Danish Parliament
adopted a broad-based new tax reform in December
2023. The reform is to be phased in over the coming
years, but one of the measures — a higher employment
allowance — will take effect starting in 2025. This should
further stimulate household spending.

F / Danish inflation set to rise again
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High employment and low unemployment

Since early 2020, the total number of wage earners in the
Danish labour market has grown by more than 200,000.
This is an increase of more than 7% in less than four
years. Numbers have gone up in both the public and pri-
vate sectors. As a result, the labour force participation
rate, a measure of the portion of the working-age popu-
lation at work, is back at the historically high level before
the global financial crisis.

The surge in employment has only been possible be-
cause of a large influx of foreign nationals into the Dan-
ish labour market. At the same time, unemployment has
remained at a very low level — albeit slightly higher than
the lowest level in the spring of 2022.

In the ongoing economic surveys by Statistics Denmark,
a majority of the respondent companies across the busi-
ness sectors estimate that employment will decline in
the first half of the year. This is well in line with our fore-
cast, which also assumes a moderate decline from the
historically high employment. Although this is expected
to make unemployment rise further during 2024, the
level will remain very low in a historical context.

E/

The Danish economy
has slidden into a
technical recession af-
ter a long period of
solid growth. The
slowdown is expected
to be brief.

F/

Danish inflation has
fluctuated widely in
recent years. We ex-
pect consumer price
increases to pick up
pace again in the com-
ing years.

“The Danish
economy is
seeing a
slowdown
after a long
period of
solid growth.
Yet the
pause is
likely to be
short and
should be re-
placed by re-
newed
growth in
2024."

Jan Storup Nielsen
Chief Analyst
Nordea
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G / Large wage increases — both in Denmark and abroad
Annual rate of wage growth in the manufacturing sector
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Highest wage increases in many years

The period of very high inflation coupled with low unem-
ployment has triggered upward pressure on wage in-
creases. According to the latest official figures, this
movement culminated in Q3 2023, when wages in the
private sector rose by almost 5%. This is the highest rate
of increase on record for more than 20 years.

However, unlike the years in the run-up to the financial
crisis, wages in the Danish labour market have not risen
faster than those of our most important trading partners.
That is the reason why the current wage increases do not
weaken Danish companies’ competitiveness.

We project wages in the private sector to increase by
about 5% this year, declining to some 3.5% in 2025. Pay
rounds are held in the public sector this year. In the Dan-
ish labour market, there is a longstanding tradition of pay
agreements in the public sector largely mirroring the
trend in the private sector.

Rising house prices

According to Statistics Denmark, sales prices of houses
have gone up by just over 6% since the start of 2023. This
surprising increase is taking place in the wake of the new
tax reform, which took effect at the year-end. This has
probably meant that many home buyers, particularly of
expensive owner-occupied flats, landed their deals be-
fore the cut-off date to obtain a tax rebate. Moreover, the
housing market is supported by record-high employ-
ment, which firmly underpins home buyers’ finances.
Lastly, the supply of homes for sale has been compara-
tively low for several years. In combination with a low
number of forced sales, this has tipped the scales in fa-
vour of the sellers.

We expect an increased supply of homes for sale and
continued high financing costs to result in a largely side-
ways trend in home prices throughout most of 2024.
Consequently, home prices will probably “only” be 1.6%
higher at the end of the year than in the beginning. In
early 2025, prices are likely to start edging higher again
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H / Rising prices of both houses and owner-occupied flats
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as lower interest rates and renewed growth in the Dan-
ish economy will boost optimism in the housing market.

Rate cuts from mid-2024

During 2023, the Danish krone gradually weakened
against the euro. This trend culminated in the autumn,
when the krone briefly traded above the central parity
against the euro. However, the weakening was not sig-
nificant enough for the Danish central bank to intervene
in the currency market.

The krone has subsequently strengthened slightly again,
and at this point. it seems likely that the Danish key policy
will remain 0.4% point lower than in the euro area. The
need for a lower interest rate in Denmark to defend the
fixed exchange rate regime is due, among other things,
to the very large current account surplus.

From mid-2024, the European Central Bank is expected
to gradually start lowering the key policy rate in the euro
area. The Danish Central Bank is generally expected to
track these rate cuts. Against this background, the cen-
tral bank’'s deposit rate will likely be reduced from the
current 3.60% to 1.85% at year-end 2025.

Jan Sterup Nielsen

Chief Analyst
jan.storup.nielsen@nordea.com
+45 5547 1540

X @JanStorup
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The weighted rate of
wage increases for the
international manufac-
turing industry is
higher than in Den-
mark. Despite big
wage increases in
Denmark wage com-
petitiveness is thus not
eroded.
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Housing prices have
risen since early 2023;
house prices are
largely back at the
peak from early 2022.



DENMARK THEME

Rock-solid public finances

Public finances have seen a significant transformation over the past ten years. Budget surpluses have
been recorded for seven consecutive years, and total government net assets have risen to a histori-
cally high level. Thus, the trend in Denmark is opposite to that of many other countries where large

public deficits have taken hold. The solid finances help to ensure stable

mark. At the same time, investors have had the option to invest in the green transition.

In 2023 the surplus of public finances was around DKK
85bn, corresponding to just over 3% of GDP. It was the
seventh consecutive year in which revenues were higher
than expenses. At the same time, the surplus was once
again among the highest in the EU. Owing to the long
period of surpluses, the government’s net assets have
risen to more than 15% of GDP. Lastly, this has also con-
tributed to pushing gross government debt lower, to
about 30% of GDP at present. This is a historically low
level, with the exception of a short period leading up to
the financial crisis in 2007-08.

The strong public finances have been supported by a
major pick-up in employment. This helps to increase the
government’s income tax receipts while also reducing
expenses such as unemployment benefits. It is also re-
flected in a steady decline in recent years in the number
of Danes under the pensionable age who are receiving
public benefits — this is now approaching the pre-pan-
demic level.

1 / Long period of public budget surpluses
Public budget balance relative to GDP
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In the coming years we expect continued public finance
surpluses — but smaller than previously. This is due in
particular to the expected economic slowdown, which
will reduce revenues and increase expenses. In
continuation of this, the government's pension return tax
revenues are expected to nosedive, owing to the
significant interest rate increases. Lastly, public expenses
are also adversely affected by the repayment to
homeowners of excess property taxes collected in the
period from 2011 to 2020.

Stable low interest rate differential to Germany

Compared to the forecasts from the Danish Ministry of
Finance, public finances have for some time tended to

develop better than expected thanks to several years
with very high pension return tax revenues, among other
things. Coupled with a wish to maintain good liquidity in
the Danish government bond market, the government
accordingly has built up a substantial balance with the
Danish central bank. At the start of the year, the balance
was DKK 160bn, which is more than twice as much as
the expected financing requirement for 2024.

The substantial balance allows the Danish central bank
to be more selective in terms of how many Danish gov-
ernment bonds it wants to sell and at what price. This is
one of the reasons why Danish yields are strongly linked
to the trend in German government bond yields.

More green bonds

In 2022 Denmark joined the steadily growing number of
countries that sell green government bonds. This allows
investors to lend money to the Danish government that
is earmarked for the green transition.

For the Danish central bank, the issuance of green gov-
ernment bonds has several advantages. First and fore-
most it may help open the door for a wider group of es-
pecially foreign investors with a mandate to invest in in-
itiatives to promote the green transition. At the same
time, green government bonds are typically sold at
slightly higher prices than traditional bonds, and the
government thereby can obtain an interest rate reduc-
tion when issuing green bonds.

In total, the Danish government has issued green gov-
ernment bonds of around DKK 26bn. Relative to the total
size of the Danish government bond market, this is a rel-
atively small share of around 4.5%. Going forward, how-
ever, we expect more green government bonds to come
to the market — both because the government will have
to channel further resources for that purpose and be-
cause players in the financial markets want to promote
this process via active investments in the green transi-
tion.

Jan Storup Nielsen
Chief Analyst H
jan.storup.nielsen@nordea.com
+45 5547 1540

X @JanStorup
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“Public fi-
nances in
Denmark are
very strong —
both histori-
cally and
compared to
many other
countries.”

Jan Sterup Nielsen
Chief Analyst
Nordea
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HIGHLIGHTS ¢ The Finnish economy isin a recession ¢ Inflation is subsiding * Consumers remain cautious ¢ Labour market continues to deteriorate
* Temporary uptick in the housing market ¢ Residential construction continues to decline « Public finances face a structural deficit

FINLAND

Handbrake on

High interest rates have sent the Finnish economy into a recession. The outlook for the first half of
the year is unfavourable for private consumption, construction and exports alike. However, the econ-
omy is expected to rebound in the second half of the year, as interest rates fall and consumer pur-
chasing power improves. Public finances will require additional consolidation measures.

Economic growth loses steam

The autumn ushered in a recession in the Finnish
economy. Higher interest rates have had a strong im-
pact on the economy through variable-rate mort-
gages taken out by homeowners. This has further
weakened purchasing power, which has been hurt
by high inflation in recent years. The increase in in-
terest rates has also weighed on housing sales and,
consequently, residential construction. We expect
the slump in construction to continue this year. At the
same time, the post-cyclical export sector is declining
because high interest rates are holding back invest-
ment across the globe.

However, the drop in inflation, rising wages and
lighter taxation will improve consumer purchasing
power this year. Nonetheless, the deteriorating em-
ployment situation and the uncertain economic out-
look will keep domestic consumption sluggish for the
first half of the year.

Economic conditions are expected to improve to-
wards the end of the year. The recovery is expected
to be driven by the global economy, once interest
rates head lower. The decline in interest rates is also
expected to boost household consumption, as well
as the housing market.

Public finances will deteriorate further this year as
the economy contracts. As a result, the current gov-
ernment will have to come up with more consolida-
tion measures if it aims to balance public sector
spending and halt the growth in government debt.

We revise our economic growth forecast down to
-1% for 2024. We expect the economy to turn to
growth during the latter half of this year, and we an-
ticipate that GDP growth will accelerate to 2% in
2025.
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The inflation problem is subsiding

The rise in consumer prices slowed across the board
last year. Consumer price inflation (CPI) in Finland
was 3.6% in December, compared to an average of
6.2% last year. The EU’s harmonised index of con-
sumer prices (HICP) for Finland was 1.3% in Decem-
ber. The HICP does not include the effect of loan in-
terest.

The drop in energy prices since last year has greatly
contributed to lowering inflation, although price
pressures eased more broadly in 2023. Inflation in
the price of goods is now under 2%, while food prices
have nearly stopped increasing since the first half of
2023. Service prices have still risen by more than 3%
year-on-year, which reflects the fairly high wage in-
creases implemented last year.

We expect inflation to continue easing this year, with
inflation in Finland falling to around 2%, as the rise in
service prices slows down and interest rates begin to
have a smaller impact on the domestic inflation indi-
cator. In Finland’s case, inflation is no longer consid-
ered a problem.

Shipping problems in the Red Sea, if they are pro-
longed, could raise the prices of goods and pose a
risk of inflation remaining higher than we forecast.

4 / FINLAND: MACROECONOMIC INDICATORS
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J / GDP will contract this year
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Consumers remain cautious

Private consumption began to shrink in the autumn, de-
spite the gradual improvement in consumer purchasing
power, due to lower inflation and higher wages. How-
ever, the purchasing power of wage-earners is still weak.
The household savings ratio has increased because eco-
nomic uncertainty has kept consumer confidence low,
and rising interest rates have prompted many to repay
their loans instead of consuming.

Household interest expenses will remain at last year's
level in 2024, despite the expected drop in interest rates.
However, falling interest rates during the year will grad-
ually take some pressure off indebted households.

This year, consumer purchasing power will improve, due
to inflation remaining low and cuts to income taxes and
employees’ social security contributions. The 5.7% index-
based increase to pensions that took effect at the begin-
ning of this year will improve pensioners’ purchasing
power, but on the other hand, the cuts introduced by the
government to some social benefits will reduce disposa-
ble income in some households.

Private consumption is expected to pick up towards the
end of the year, thanks to lower interest rates and im-
proved purchasing power. Next year, we expect con-
sumption to grow fairly rapidly as the economic outlook
and purchasing power continue to improve.

Labour market continues to deteriorate

The employment situation took a turn for the worse in the
autumn. The number of people employed by the private
sector has fallen by more than 60,000 since last year, but
at the same time, the public sector workforce has grown
by 40,000, which has mitigated the drop in employment.
The employment rate has fallen to around 73%, which is
nonetheless a relatively high figure. We expect employ-
ment to continue to weaken in the first half of 2024.

The unemployment rate was 7.6% in November, an in-
crease of one percentage point year-on-year. We expect
the unemployment rate to top 8% during the first half of

K / Inflation has fallen sharply
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this year. While the continued decline in activity in, partic-
ularly, the construction sector will increase unemploy-
ment, employment is expected to also weaken in manu-
facturing and private services.

However, the unemployment situation is expected to re-
bound again next year as economic growth picks up. The
government'’s actions to bolster employment will also
contribute to a higher employment rate next year should
the economy improve.

Temporary uptick in the housing market

Housing sales picked up late last year as first-time home-
buyers rushed to the market before the end of the year,
when their exemption from the transfer tax was set to ex-
pire. In early 2024, we expect housing sales to be more
moderate again, despite the drop in interest rates.

Market interest rates began to fall in late 2023, with the
most widely used reference rate, the 12-month Euribor,
declining by more than 0.5 percentage points from the
4.2% peak seen in the autumn. This was caused by higher
expectations of rate cuts by the ECB, because inflation
has slowed down in the eurozone. The lower interest
rates are expected to boost housing sales this year, and
house prices are predicted to begin to rise mildly in the
second half of the year.

Residential construction continues to decline

Sales of new homes have continued to be sluggish, so
many construction companies have not yet started to
build apartments that they marketed in advance.

Housing production is plagued by oversupply and weak
demand in the market, but also by increased costs. The
costs of construction, financing and plots have remained
high, while the prices of old apartments have fallen by
about 10%. Newbuilds are now too expensive relative to
old apartments. There is also a persistent oversupply in
the rental market, following rapid construction in recent
years, which is keeping rental construction moderate.

J/

Finland's GDP is ex-
pected to contract by
1% this year.

K/

Inflation has slowed
across the board. As a
result, inflation is ceas-
ing to be a problem.

“Consumers
are cautious,
despite the
increase in
purchasing
power.”

Juho Kostiainen
Senior Analyst
Nordea
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L / Household interest expenses have grown sharply
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Due to these factors, residential construction will continue
to contract strongly this year, slowing economic growth.
Markedly fewer apartments will be completed in 2024
than last year, while population growth in the growth
centres has accelerated. As a result, the oversupply in the
housing market will ease gradually.

So far, investments in machinery and equipment have
held up better than in construction, but higher interest
rates and weak demand have caused companies to post-
pone investments in production capacity. In the longer
term, the investment environment in Finland is attractive,
due to, for example, clean and relatively inexpensive elec-
tricity. However, the policy of subsidising domestic pro-
duction pursued by large EU countries weakens Finland's
chances for green investments, which should still pick up
in 2025.

Exports suffering from stagnant global growth

The value of new export orders for the manufacturing
sector is down by as much as 20% year-on-year. Despite
this, industrial production has so far held its own, but the
outlook for the first half of 2024 is bleak.

Without a rapid turnaround in global economic growth,
and especially in the economies of Finland's key export
countries, industrial output will begin to decline this year.
Finnish industry is often post-cyclical, due to the large
share of capital goods with long order times. Investment
appetite is low globally due to the high level of interest
rates, which will have a negative impact on Finnish ex-
ports this year.

The strong inventories in the manufacturing sector have
also dampened demand, as companies have focused on
reducing their inventories. However, the decline in the
level of inventories is expected to end during this year,
which may partially stimulate industrial demand.

The balance of foreign trade in services has weakened
over the past two years, as growth in service imports has
outpaced exports. The balance on goods, in turn, has
turned positive, as imports have slowed down more than
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M / Housing construction starts will continue to decline
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exports, due to growth in domestic electricity production,
among other factors.

Public finances face a structural deficit

Finland’s public sector deficit grew markedly last year, ris-
ing above 2% of GDP. Government expenditure continued
to grow rapidly, driven by high index increases in social
benefits, public sector employment and wages, and
higher interest expenses.

This year, expenditures will continue to grow, but more
moderately than last year, as wage raises, index increases
and growth in interest expenses will be smaller than last
year. On the other hand, rising unemployment will in-
crease income transfers. However, the government’s
spending cuts will contribute to reducing public expendi-
tures.

Taxes will be lighter this year, especially as income taxes
are cut and unemployment insurance contributions are
reduced. This, coupled with a slowdown in economic
growth, will decrease tax revenues this year. Next year,
increases to value-added taxes and a pick-up in economic
growth will increase tax revenues.

The government budget deficit is expected to grow to just
under 3% this year, but to decline slightly in 2025, as the
economic situation improves. However, even an improve-
ment in the economic situation will not completely re-
solve the deficit, which is structural. The fiscal adjust-
ments must continue, and the consolidation measures
proposed by the government are unlikely to be sufficient
to bring the debt ratio down. The government debt ratio
rose to around 74% last year. The debt ratio is set to con-
tinue to grow this year and next.

Juho Kostiainen

Senior Analyst ! ‘_a
juho.kostiainen@nordea.com \
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Household interest ex-
penses will begin to
decrease this year, al-
beit remaining rela-
tively high.
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The number of new
housing construction
starts is going to be half
that of the peak years.

“More
consolidation
measures are
needed in
public
finances.”

Juho Kostiainen
Senior Analyst
Nordea



In search of lost productivity

Finland is in desperate need of investments in education, research and development in order to boost
productivity growth, which has stalled for the past 15 years, to being on par with peer countries.
Higher interest rates, a weaker economic cycle and the ongoing technological disruption pose chal-
lenges to the economy, but also create opportunities for business renewal.

Stalling productivity in Finland

Labour productivity has not grown in Finland for the past
15 years, falling behind many peer countries, such as
Sweden and the US.

There are several reasons behind the weak trend in
productivity. The disappearance of the highly productive
mobile phone sector from Finland explains the first
slump after 2008. In 2010-15, productivity growth was
hampered by rapid globalisation, coupled with weak
competitiveness, as a result of which, industrial produc-
tion moved out of Finland. More factories were closed
than new capacity was built. Investments in research and
development also decreased significantly in the 2010s,
still remaining below the level seen in 2008.

In recent years, low interest rates and sluggish wage
growth have enabled companies with weak productivity
to survive, slowing down economic renewal. This trend
was prolonged by business subsidies paid out during the
pandemic (ETLA Brief No. 131). Finland has also fallen
behind in service sector productivity compared to com-
petitor countries.

In addition to stagnant productivity growth in various
sectors, changes in the structure of the economy over the
past 15 years have also contributed to weaker productiv-
ity. High-productivity industries have shed a total of
75,000 jobs, while at the same time, the number of em-
ployees in the health care and social services sector has
grown by 100,000.
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Productivity growth drivers in the future

Renewal among businesses occurs according to the con-
cept of creative destruction, by which new, more produc-
tive companies replace companies with low productivity.
The rise in wages and interest rates and economic dete-
rioration are now forcing low-profitability companies to

increase their productivity or cease their operations. In
fact, bankruptcies in Finland have increased significantly
since the end of last year, whereas in the previous two
years, the number of bankruptcies was unusually low.
However, a lot of new companies have emerged in re-
cent years, so the disappearance of businesses with low
productivity will release labour for more productive ones.

In recent decades, positive productivity growth has taken
place in the IT sector, which has not only increased its
productivity, but also the number of people it employs.
The IT sector and artificial intelligence (Al) should con-
tribute considerably to future productivity growth. Al will
have an impact on all sectors, improving the availability
of labour in an ageing economy.

Among the traditional industrial sectors, the forestry sec-
tor has shown innovation in recent years, which is ex-
pected to improve the value added, going forward. The
green transition may also stop the slide in industrial pro-
duction, if Finland manages to attract electricity-inten-
sive industrial production and offer new production
methods to the rest of the world.

Investing in research and development plays a key role
in increasing productivity and growing profitable busi-
nesses. Yet, product developers do not grow on trees,
and weaker learning scores earned by students in recent
years do not bode well for long-term growth in Finland,
shattering the country’s narrative of being a nation of
competent engineers (ETLA Brief No. 118).

What is now needed in Finland is the courage to invest
money, own or borrowed, in refining technologies and
business ideas. At the same time, the country must en-
sure an adeqguate level of basic and higher education.
And, last but not least, Finland must be able to attract
and retain educated immigrants.
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HIGHLIGHTS < Higher activity in the Norwegian economy from the summer onwards ¢ The situation will get a bit worse for households before it
improves ¢ Interest rates have finally peaked; the descent will be sluggish « Higher housing prices after the summer ¢ Slightly stronger NOK longer

out, but many risk factors

NORWAY

Better times ahead

Activity in the Norwegian economy has flattened, unemployment has crept up slightly from a very
low level and inflation is gradually on the way down. Coupled with a somewhat stronger NOK, this
will pave the way for moderate rate cuts from Norges Bank after the summer. Good profitability in
the manufacturing sector and a continued tight labour market will lead to high wage growth this
year. Slightly lower interest rates, continued high wage growth and low unemployment will gradually
improve households’ purchasing power. We therefore foresee better times ahead for both the Nor-
wegian economy and the housing market. The NOK will likely perform better than last year thanks
to lower inflation and lower interest rates abroad, but geopolitical challenges lurk.

Economic growth despite rate hikes

Also last year, the Norwegian economy showed
greater resilience to higher rates and inflation than
widely expected. Economic activity measured by
mainland GDP rose an estimated 1% in 2023. Regis-
tered unemployment rose slightly through last year
from a low of 1.7% to 1.9%, mainly owing to higher
unemployment in the construction sector. Unem-
ployment is still lower than before the pandemic and
overall employment has continued to rise. The NOK
has also surprised. Higher than expected interest
rates abroad and lower energy prices contributed to
a sharp weakening of the NOK through much of the
year. This is one of the reasons why inflation remains
high. Overall consumer prices rose 5.5% from 2022 to
2023, in line with wage growth. Despite clearly
higher wage growth than the year before, 2023 will
likely be a year without wage growth in real terms. A
solid policy rate increase from 2.75% in January to
45% in December weakened the purchasing power
of everyone with debt. Housing prices defied the rate
hikes and ended the year almost where they started.
All in all, housing prices have barely declined since
the peak in the summer of 2021 despite one of the
most rapid and aggressive rate hike cycles ever.

The central bank’s rate hikes may thus seem to have
had little effect. But it takes time before the full ef-
fect of rate hikes feeds through, especially in the
wake of the pandemic. The rate cuts in 2020 in-
creased disposable incomes for everyone with debt,
at the same time as spending was limited by the
measures to contain the virus. Consequently, savings
sky-rocketed. Rate hikes and high price growth have
reduced purchasing power, but savings have de-
clined again. For a long time, consumption was
therefore not as negatively affected as many had
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21%

Forecast for registered
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year-end-2024

4.0%

Forecast for Norges
Bank's policy rate at
year-end-2024
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Forecast for EURNOK at
year-end-2024

Sources: Nordea estimates

expected. Savings will hardly fall as much going for-
ward, and the effect of the latest rate hikes will thus
be more pronounced until the summer. The financial
situation of many households will get a bit worse be-
fore it gets better.

Better times ahead for households

Many Norwegian households have experienced a
sharp decline in purchasing power in recent years
versus the pandemic period when the policy rate
was zero. Given the latest rate hike in December,
continued high inflation and slightly higher unem-
ployment, households are likely to spend less in the
coming months, adding to the somewhat weak over-
all trend in the Norwegian economy. But over the
course of this year, many should benefit from gradu-
ally improving purchasing power. The vast majority
will most likely experience that wages will rise more
than prices this year and the next. Coupled with an
exit from rate hikes, this will strengthen purchasing
power. Also, most people will still be in work. This
suggests stronger consumption after the wage in-
creases in the summer.

5/ NORWAY: MACROECONOMIC INDICATORS
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O / Better economic development in Norway going forward
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We expect Norges Bank to cautiously start lowering its
policy rate after the summer. This will boost purchasing
power further towards the end of 2024 and in early 2025.
Given households’ improved finances, both the service
sector and retailers should enjoy better times. Coupled
with high oil investments and strong growth in petro-
leum-related businesses, we are thus cautiously optimis-
tic about the Norwegian economy.

Clear expectations of good real wage growth

Annual wage growth will likely be close to 5% this year —
clearly higher than our price growth estimate of close to
4%. Last year, price growth was higher than assumed
during the pay talks. The majority therefore also missed
out on the anticipated real wage increases last year as
well. This is likely to impact this year's pay talks.

This year's pay round is a main settlement where all
themes are in principle open for negotiation. We expect
wages to be this year's main focus area, with the trade
unions having clear expectations of a sharp real wage in-
crease after many years where inflation has eroded wage
growth. Also, some of the key wage-leading sectors have
experienced sharply improved profitability, mainly be-
cause the NOK weakening has boosted the profitability
of export-oriented businesses. In manufacturing, the
wage share (wages expressed as a share of value crea-
tion) is at its lowest in decades. In line with the Norwe-
gian model for wage settlements, wage earners should
have their rightful share of profits — indicating higher
nominal wage growth for a given price growth level this
year than previously. Although nominal wage growth
should be lower in 2024 and 2025 than in 2023, a faster
price growth drop will indicate positive real wage growth
and improved finances for Norwegian wage earners in
the years ahead.

Lower inflation, but 2% is a long way off

In 2023, overall inflation slowed to 55% from 5.8% in
2022. This year, the slowdown will likely be faster. Lower
food and energy prices and base effects will contribute to

P / Slightly higher registered unemployment in future
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a further decline in inflation. With continued high wage
growth, however, it will take time before inflation ap-
proaches 2%.

The NOK is a wild card for the pace of inflation. It usually
takes 6-12 months before changes in the NOK exchange
rate impact imported inflation. Many importers are likely
to be uncertain and hesitant to cut prices even if the NOK
firms to make up for last year's margin losses after the
strong and surprising NOK weakening. This suggests that
it could take longer before we see the benefits of lower
inflation abroad and a stronger NOK.

Continued high growth in rents will also slow the decline
in inflation. Rents make up about one-fifth of the con-
sumer price index. According to Statistics Norway, rents
rose 4% from 2022 to 2023, after having risen just 2% the
year earlier. Many rents are CPl-adjusted every year in
line with the Norwegian Tenancy Act. By comparison,
overall inflation has been well above 5% in recent years.
Statistics Norway's rent figures measure rents at a time
lag; the figures from Real Estate Norway show growth of
7.7% y/y in the large cities in 2023. This may indicate that
rent growth in the CPI will accelerate further and thus
curb the decrease in overall inflation going forward.

With the addition of continued high wage growth, it could
therefore take a long time before core inflation again ap-
proaches Norges Bank's target of close to 2%. Inflation
will likely not drop below 3% until the end of 2025.

Interest rates have peaked, but the first cut will
not come until after the summer

Norges Bank hiked its policy rate to 4.5% in December
and signalled that it will stay unchanged for quite some
time. According to the central bank, the first rate cut is not
likely until the end of 2024. Norges Bank still worries that
inflation and wage growth could take hold at an elevated
level, although economic pressures have eased.

o/

Economic activity will
improve from this
summer onwards.

P/
Unemployment set
to rise slightly from
very low level.

“Demand for
higher real
wages will
dominate
this year'’s
pay talks.”
Kjetil Olsen

Chief Economist
Nordea
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Q / Positive real wage growth this year and in 2025
CPI and annual wage growth, y/y %
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Norges Bank is particularly worried about the NOK, and
the weakening ahead of last year's December meeting
was a main reason why the central bank went against the
tide and hiked its policy rate once more. However, this
time the interest rates hike had an effect on the NOK,
which is now somewhat stronger than assumed in Nor-
ges Bank’s analyses. If the NOK stays at current levels, we
believe that Norges Bank may start to reduce its policy
rate cautiously as early as in September. Further weaken-
ing of the NOK is the main risk that could postpone the
first rate cut beyond the time estimated in this report.

Once the rate cuts are imposed, they will most likely not
be very sizeable. We expect only three rate cuts in 2024
and 2025 in total. Too many domestic rate cuts could lead
to renewed economic pressure. It will not take many rate
cuts to refuel households’ demand for goods and services
and drive up housing prices. Also, the NOK strengthened
after the December rate hike, because Norges Bank in-
creased its policy rate, while other central banks started
to talk about rate cuts. With the same number of rate cuts
in Norway as in other countries, the NOK could soon
weaken again. This suggests that Norges Bank will be
cautious about cutting rates — possibly trailing other cen-
tral banks.

Higher housing prices after the summer

Housing prices have been surprisingly resilient in recent
years given Norges Bank's rate hikes. Seasonally ad-
justed, housing prices have basically been unchanged
since the peak in the summer of 2022. Housing prices will
likely flatten towards the summer or fall a bit before rising
again. Higher wage growth indicates higher price growth,
but the current housing price level still does not reflect
Norges Bank’s most recent rate hike. However, a stabili-
sation of the interest rate level could ease some of the
uncertainties rooted in the housing market. It would not
take many rate cuts to boost sentiment in the housing
market. Probably not least in Oslo, where very few new
homes have been built lately. Housing prices could thus
rise again once the rate cuts are finally sanctioned, with
better times ahead for construction companies.

22 / Nordea Economic Outlook / 1/2024

R / Rates stay higher for longer
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Better NOK outlook than in 2023, but...

The NOK performance was a nightmare in much of 2023.
Lower energy prices and a clearly narrower interest rate
gap between Norway and other countries were some of
the main drivers of the NOK weakening. It has been ques-
tioned whether interest rate decisions really affect the
NOK. However, the last weeks of 2023 showed how much
the interest rate gap impacts the NOK exchange rate.
Norges Bank's somewhat surprising rate hike coupled
with the Fed’s rate cut talks boosted the NOK at year-end.

As usual, future NOK trends are uncertain, but we are
more optimistic this year than previously. A further de-
cline in inflation abroad will pave the way for rate cuts in
the US as well as in Europe. Coupled with increased oil
investments, which lead to increased demand for the
NOK, an improved interest rate differential could result in
a slightly stronger NOK longer out. The best outcome for
the NOK would be a dream scenario where abating infla-
tion leads to lower interest rates while economic activity
picks up globally and energy prices are high. The biggest
risk to the NOK would be price growth abroad surging
again, with expected rate cuts in other countries being
cancelled. Near term, the heightened geopolitical ten-
sions, not least in the Middle East, are a major risk factor.
If the conflict in the Middle East spreads, we could soon
see a new energy price shock. In a low-inflation world,
higher energy prices would likely be good for the NOK.
But with high inflation from the outset, the situation could
be different. Central banks may encounter higher energy
prices and increased inflation with persistently high inter-
est rates. Recent years have shown that the NOK does not
always benefit from a sharp rise in energy prices.
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Q/

Wage growth has
risen in line with
tighter labour mar-
ket conditions and
higher price growth.
Real wages will in-
crease in 2024 and
2025.

R/

Interest rates have
peaked in Norway,
but future rate cuts
will be few.

“"We are
more opti-
mistic about
the NOK this
year, but it
faces multi-
ple risks.”

Dane Cekov
Senior Strategist
Nordea



In the spring of 2020, petroleum prices fell sharply in the
wake of the coronavirus pandemic and considerable eco-
nomic uncertainty. Petroleum companies stated that in-
vestment projects could be postponed, and Norwegian
jobs were at risk. In response, the Norwegian parliament
adopted a favourable tax package to motivate compa-
nies to go through with investments despite lower en-
ergy prices. Thanks to the tax package, it became profit-
able to make new investments despite a very low oil
price, and a record-high number of projects were regis-
tered with the authorities before the deadline in 2022.
This year investments are expected to reach the highest
level since before the oil crisis in 2014 (see chart S). No
other sector in the Norwegian economy is more optimis-
tic about the future than oil suppliers (see chart T).

A sharp increase in energy prices will not necessarily re-
sult in higher activity in Norwegian petroleum invest-
ments and for Norwegian oil suppliers, as activity is al-
ready at a very high level. Thus, even higher oil prices will
not necessarily boost activity in the Norwegian economy.
But higher energy prices may affect price growth via the
wage level in the supplier industry and the NOK perfor-
mance. The higher energy prices rise, the higher profita-
bility and thus wage growth will be in the supplier indus-
try and offshore companies. In a tight labour market,
which we still expect in Norway, this may spill over to
higher wage growth in other sectors. It is still uncertain
how higher energy prices will affect the NOK. In the near
term higher energy prices may strengthen the NOK. But
if it also leads to price increases abroad, the expected
rate cuts abroad may be cancelled or postponed. This
could result in a weaker NOK, which would help underpin
price growth in Norway. Thus, higher energy prices will
not necessarily boost the Norwegian economy but may
help underpin price growth and high interest rates for
longer.

What about a negative energy shock? The massive drop
in oil prices in 2014 led to significantly lower activity in
the petroleum sector and higher unemployment in Nor-
way. The NOK weakened and inflation rose. Because in-
flation was low to begin with and the real economic con-
sequences were high, Norges Bank was not afraid that
inflation would take hold. Norges Bank thus cut interest
rates to counter the negative economic consequences of
the decline in energy prices. Today a new negative en-
ergy price shock would not have the same adverse im-
pact on economic activity and unemployment. It will still
be profitable to implement the planned petroleum

NORWAY THEME

Norwegian economy and energy price shock

In the next couple of years, activity in the Norwegian economy will be less affected by petroleum
price changes than previously. The tax package for the petroleum sector adopted in the summer of
2020 will boost petroleum investments significantly even if energy prices should nosedive. But large
energy shocks will impact price growth and thus Norges Bank's interest rate decisions. It is not a
given that lower energy prices will lead to lower interest rates like in 2014.

investments thanks to the tax package. Thus, a negative
energy price shock will not hit the Norwegian economy
as hard as before. However, a negative energy shock
could impact the NOK, which would likely weaken in
such scenario. A weaker NOK will help to maintain im-
ported inflation. The expected fall in inflation may then
be more moderate than we and Norges Bank expect and
postpone rate cuts. A negative energy shock will thus not
necessarily lead to lower economic activity and higher
unemployment, but could via a weak NOK result in con-
tinued high price growth and higher interest rates for
longer.
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T / Oil suppliers optimistic about the future
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“Itis not a
given that
lower energy
prices will
lead to lower
interest rates
like in 2014.”

Kjetil Olsen
Chief Economist
Nordea
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HIGHLIGHTS ¢ Swedish economy to stabilise in 2024 * Some recovery in 2025 < Inflation will normalise this year ¢ The Riksbank will lower its

policy rate in the spring of 2024 « The SEK will strengthen

SWEDEN

Thicker ice

Sweden will see weak economic growth in the near term. Inflation will likely normalise and interest
rates go down this year, which will provide support and lower the risks of a deep recession. However,
the interest rate level will stay higher than before the pandemic. Many businesses and households
thus still need to adjust to higher funding costs, which hampers the recovery. The SEK is on firmer
ground and will strengthen in the forecast period.

Hope of a soft landing

The Swedish economy is currently in recession, with
resource utilisation being lower than normal. Thanks
to the exceptionally strong starting point, the current
economic stagnation, which is expected to continue
in 2024, will probably only lead to a relatively mild
recession. GDP is close to the long-term growth
trend and the number of people employed as a share
of the population remains relatively high.

Itis a mixed picture. The industries most affected by
higher funding costs have serious problems — espe-
cially residential construction and durable goods
sales. Also parts of the manufacturing industry are
struggling, owing to weak global demand for goods.
However, the private service sector has performed
better.

Inflation will normalise this year, and the Riksbank
will cut its policy rate in 2024. Coupled with stronger
global demand, the economy will start growing
again from mid-2024. Despite several rate cuts this
year, the interest rate level will remain significantly
higher than during the 2010s. The coming years will
thus be characterised by a continued and necessary
adjustment to the new interest rate level, resulting in
a more gradual recovery.

The overall picture is that the Swedish economy will
weather the recent years' inflation and interest rate
storm without sliding into a deeper crisis. Many risks
will persist, though, and some will be linked to the
rest of the world.

As for risks related to the domestic economy;, it is still
difficult to assess the consequences of recent years’
interest rate increases as they have not yet fully fed
through to the economy. The risks will be higher if
inflation, and thus interest rates, take hold at a higher
level than expected.
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At the same time, domestic demand may recover
more than expected as households’ purchasing
power strengthens and uncertainties decrease after
interest rates have peaked. The risk picture is gener-
ally more balanced than previously.

Exports of goods surprise

The global industrial cycle is weak. Especially in our
part of the world, the demand for goods has plum-
meted over the past year.

In spite of this, Swedish exports of goods were sur-
prisingly resilient during 2023 and even increased to-
wards year-end. Not least exports of cars and ma-
chinery have grown.

The outlook for the export industry is nevertheless
subdued. Most export indicators are gloomy, and key
export markets are weak. For example, euro-area
growth — accounting for more than 40% of Sweden’s
export market — is expected to come to a halt. Ex-
ports of goods are thus expected to fall in early 2024.
The situation will later improve as the global econ-
omy recovers. As a consequence of the weak trend,
industrial investments will decline this year.

6 / SWEDEN: MACROECONOMIC INDICATORS

2022 (2023E|2024E|2025E

Real GDP (calendar adjusted), % y/y 29 03 | -05 22

Underlying prices (CPIF), % y/y

77 6.0 18 16

Unemployment rate (LFS), % 75 77 86 83

Current account balance, % of GDP

6.0 6.2 6.2 56

General gov. budget balance, % of GDP 13 -01 17 13
General gov. gross debt, % of GDP 329 | 312 | 328 | 341
Monetary policy rate (end of period) 250 | 400 | 250 | 250
EUR/SEK (end of period) 1112 | 1110 | 10.80 | 10.70



U / GDP close to growth trend after all
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Foreign trade services rally

During Q3 2023, services exports were up 26% compared
to 2019. This is a broad increase, with business services
and services related to computers, head offices and R&D
as the largest growth contributors.

Services exports now account for 17% of GDP and 32%
of exports, and are an important reason for surprising
GDP resilience in recent years. Although there are few
signs of a slowdown, the best estimate is that the trend
will break and services exports will flatten this year. For-
eign trade in services seems to react to changes in global
demand at a greater lag than goods, which could partly
explain why the uptick in services exports was so strong
up to and including Q3 2023.

For services imports the increase since 2019 is even big-
ger — a solid 30%. In other words, global trade continues
to rise and globalisation seems to grow, at least in Swe-
den. Services are in any case an increasingly important
part of the economy.

Households balance on a tight rope

Last year, household consumption fell by 2.5%, accord-
ing to our forecast. Besides the temporary standstill dur-
ing the pandemic, this is the largest decline since the cri-
sis of the 1990s. Falling household consumption is partly
an effect of households’ adjustment to higher interest
rates. As described in the theme article on page 27 about
households’ finances, we expect debt relative to income
to fall thanks to rising income and not because of debt
repayments. If so, household consumption will be
weaker than our forecast. The deteriorating labour mar-
ket is another factor that could indicate a poorer-than-
expected performance. It should be stressed that the de-
velopment in interest rates is crucial to households.

However, we believe there is scope for household de-
mand to stabilise later in 2024. Besides less uncertainty

V / Foreign trade in services grows at record pace
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about the interest rate outlook and increased purchasing
power, household financial wealth is robust. Overall,
consumption is expected to decline somewhat in the
near term, while a slow positive turnaround will start in
mid-2024.

Other domestic sectors also under pressure

Housing prices flattened during 2023, but were 13%
lower by year-end compared to the peak in early 2022. A
large supply of homes and low turnover indicate a con-
tinued subdued near-term price trend. When the Riks-
bank lowers interest rates during the spring, a gradual
recovery will begin. The total decline in housing prices
will thus stop at 15%, according to our forecast.

Residential construction will also be supported by lower
interest rates. The turnaround will take longer than for
housing prices, though, and the upturn will also be
slower. There is still a large discrepancy between the
costs of building homes and what households are willing
to pay. The number of housing starts will bottom at
around 22,000 flats in 2024, which is only one third com-
pared to the record-year 2021.

The decline in residential construction is the primary rea-
son why total investments will fall during 2024. In addi-
tion to the industrial sector, the services sector is also ex-
periencing a setback, albeit a mild one. Investments in
the energy sector offset the downturn. Public investment
and public spending are also on the rise. The increase
reflects the rearmament of the defence force, among
other things. On the other hand, local authorities are
struggling with high costs and lower income. Fiscal pol-
icy continues to be disciplined and slightly expansive in
2024. The pressure on economic policy decision-makers
to stimulate the economy will gradually mount, indicat-
ing a more expansionary fiscal policy in 2025. Still, public
debt (Maastricht) is significantly below 40% relative to
GDP by the end of the forecast period.

u/

Hope of a soft landing.
After robust growth in
2021, the economy will
slow down from a very
strong position.

v/

Steep and broad in-
crease in foreign trade
in services exports af-
ter the pandemic. Es-
pecially imports of ser-
vices have increased
rapidly.

“Foreign
trade in ser-
vices is an in-
creasingly
important
part of the
economy.”

Torbjorn Isaksson
Chief Analyst
Nordea
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W / Increasing unemployment
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Lower employment, but higher wages

The economic slowdown will affect the labour market,
but gradually. New job vacancies have fallen close to pre-
pandemic levels. Also hiring plans are subdued. The num-
ber of layoff notices has gone up from the low 2022 levels
and is somewhat higher than normal.

The labour market deteriorated especially after the sum-
mer. Notably, young people and temporary staff have ex-
perienced a decline in employment — they are often the
first to be affected when demand for employment shifts.
Employment is expected to continue to decline in early
2024, and unemployment will rise above 85% in the au-
tumn.

Real wages will improve as inflation falls, and nominal
wage increases have risen to around 4%, in line with the
pay deals concluded last spring. Later in 2024, wage
growth will slow when the second year of the deal starts
with an agreed increase of 3.3%. When the new pay deals
are concluded in the spring of 2025, we expect the out-
come to be roughly within the same range. The overall
pay rises will thus stabilise around 3.5% per year in the
long term.

Inflation will normalise

During the forecast period, wage growth is around 1%
point higher than in the 2010s, but will not challenge the
inflation target. The domestic cost pressure is modest also
in other respects. In addition, energy prices have come
down, other global costs have decreased and the SEK has
stabilised. The weak domestic demand also makes it
more difficult for businesses to pass through cost in-
creases. Inflation (CPIF) is thus expected to stabilise close
to 2% during the first half of the year and drop below the
target in mid-2024.

The Riksbank releases the brakes

With lower inflation, the Riksbank can start to normalise
its monetary policy. Domestic costs are modest and long-
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term inflation expectations are anchored close to the in-
flation target. The policy rate is initially high, and, despite
expected rate cuts, monetary policy will be tight during
much of 2024. Inflation below target in H2 2024 and lower
resource utilisation than usual are other reasons to ease
monetary policy. On the other hand, the recession is rela-
tively mild and inflation will be close to target longer out,
so the Riksbank could consequently keep its policy rate
on hold in 2025.

Troubled SEK takes heart

Over the past few months, the SEK exchange rate has
benefitted from falling bond vyields in the rest of the
world. When both the Fed and the ECB lower their policy
rates this year, it will support the SEK. The relative growth
outlook has improved for Sweden. The interest-sensitive
Swedish economy has tackled rising interest rates better
than feared, and over time it will become even more evi-
dent that foreign economies and regions are also affected
by higher interest rates. This speaks in favour of a
stronger SEK, which is expected to strengthen both
against the EUR and the USD longer out.

Torbjorn Isaksson 2
Chief Analyst ¥
torbjorn.isaksson@nordea.com =
+46 8 407 91 01

X @Torbjrnisaksson
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Employment will even-
tually decline. The
downturn will be rela-
tively mild during the
forecast period.

X/

Global cost pressures
are low, and there are
not many domestic
costs for the Riksbank
to fight.

“Inflation is
expected to
stabilise
close to 2%
during H1
2024 and fall
below the
target as
from the
middle of the
year.”

Torbjorn Isaksson
Chief Analyst
Nordea



Debt restructuring

SWEDEN THEME

Household debt relative to income is falling for the first time since the mid-1990s — contributing to
resilience in the long term, but raising questions about household spending and housing market

trends in the near term.

Rising interest rates, low housing market activity and un-
certain economic prospects have led to a steep decline in
household credit growth. Last year, household borrowing
rose by SEK 1.5bn on average per month — a reduction of
more than 90% from the record year 2021, when debt
rose on average by SEK 25bn per month. The decline is
due to lower demand for new loans, while the trend in
amortisations seems more stable.

While household net borrowing basically came to a halt
in 2023, nominal income rose at an unusually high pace.
The income growth is chiefly a result of higher employ-
ment and stronger wage growth. Real disposable income
fell in both 2022 and 2023, though.

Rare decline in households’ debt-to-income ratio

Slower credit growth and faster nominal income in-
creases have led to the debt-to-income (DTI) ratio —
household debt relative to nominal disposable income —
falling for six consecutive quarters, to 187%, from the
peak of 199% in Q1 2022.

As a result of the Riksbank’s rate hikes, coupled with the
high debt levels, the debt service ratio — interest pay-
ments relative to income — has climbed to the previous
peak from the 2000s of 7.6%. The debt service ratio is ex-
pected to peak at 9% at the start of this year, but will drop
when the Riksbank starts to cut its policy rate in May. In-
debtedness affects how much the interest rate level will
impact household finances. If the DTI ratio had not de-
clined in the last quarters, the debt service ratio would
have been 0.4% points higher, all else equal.

Many households are far more indebted and thus more
interest rate-sensitive than the chart shows, as it also in-
cludes mortgage-free households. In addition, house-
holds that had an LTV ratio close to 85% before

Y / Households’ debt-to-income ratio and debt service ratio
Percent of nominal disposable income

% of disposable income % of disposable income
220 - r12

200 Debt-to-income rn

ratio, left
Upper interval: 6% credit growth r10
Dashed line: 2% credit growth
Lower interval: -2% credit growth N ro

1804
160 1
140 " .
Debt service ratio,

1201

100 1

80 Calculations are based on Nordea's forecasts for nominal disposable income and the policy rate. |

96 98 00 02 04 06 08 10 12 14 16 18 20 22 24 26

housing prices fell have less borrowing capacity today. A
calculation from the Riksbank shows that nearly half of
new mortgage borrowers hit the mortgage cap after the
fall in housing prices.

Indebtedness and debt service ratio to fall further

In the period 2010-19, the policy rate averaged 0.3%.
Nordea projects that the policy rate will be cut from the
current 4.0% to 2.5% by year-end 2024. Relatively high in-
terest rate levels, more cautious households and low ac-
tivity on the housing market indicate continued damp-
ened credit growth in the coming years. Thus, we expect
household debt to rise by 2% on average annually in
2024-25, compared to an annual 6% increase on average
in the decade before the pandemic. In this scenario, nom-
inal disposable income grows faster than debt, bringing
the DTI ratio to 180% by year-end 2025.

The developmentin the DTl ratio is difficult to predict and
largely depends on other developments in the general
economy. When housing market activity picks up, the de-
mand for loans will likely rise again. The top interval in
the chart shows that the DTI ratio would reach its previ-
ous high at annual credit growth of 6%. Conversely, a
continued decline in housing prices and unexpectedly
high interest rates could instead lead to household debt
starting to fall in actual figures. The lower interval shows
that the DTI ratio will fall to 165% when debt is expected
to decline by 2% annually. Given Nordea's forecast that
the policy rate will be lowered to 2.5% by year-end 2024
and kept on hold in 2025, the debt service ratio will fall to
6% — slightly above the 2000-19 average of 55% and
much higher than in the pre-pandemic years. In other
words, households’ interest burden is expected to ease in
the future, but will remain higher than many have be-
come used to.

Excessive indebtedness can pose a risk to financial stabil-
ity. In this sense, a lower DTl ratio could strengthen resil-
ience, going forward. However, debt restructuring is not
cost-free. The Swedish economy has not seen a similar
decline in credit growth in 25 years. In the near term, it
will result in lower spending and investments, which
could prolong the economic slowdown. In the longer
term, a lower DTI ratio will better equip households for

future rate hikes.

Gustav Helgesson

Analyst
gustav.helgesson@nordea.com
+4610 157 03 06

X @GustavHelgesson

“Households’
interest bur-
den is ex-
pected to
ease in the
future, but
will remain
at a higher
level than
many have
become used
to.”

Gustav Helgesson
Analyst
Nordea
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ECONOMIC & FINANCIAL KEY FIGURES

7 / Real GDP, % y/y 9 / Monetary policy rates
2022  2023E  2024E  2025E 2212024 3M  30.6.2024 311224 31.12.25

World' 36 29 29 30 Us* 550 525 5.00 450 450
Advanced economies 27 14 10 17 Euro area 4.00 4.00 375 325 225
USA 2.1 2.1 15 18 Denmark 3.60 3.60 335 2.85 1.85
Euro area 34 05 0.0 15 Sweden 4.00 4.00 350 250 250
Japan 11 19 0.8 1.0 Norway 450 450 450 400 375
Denmark 27 07 10 17 China 345 335 325 325 325
Finland LC 05 10 20 *Upper part of target range.
Norway (Mainland) 38 R 10 15 Source: Nordea estimates
Seek 29 -03 -05 22
UK 40 05 0.4 12
Germany 1.9 -01 0.0 0.8 10/ 3-month rates. %
France 25 0.8 01 1.0 2212024 3M  30.6.2024 311224 31.12.25
Italy 39 07 0.0 10 Us 532 5.00 250 250 2.40
Spain 58 24 10 20 Euro area 3.96 3.90 370 320 220
Emerging economies 45 42 43 39 T —— 3.89 390 370 320 220
China 30 52 5.0 4.0 Sweden 410 4,07 352 257 257
India 87 7.0 64 63 Norway 470 480 460 425 410
Brazil 3.0 3.0 1.6 2.0
Poland 51 06 23 34 Source: Nordea estimates
Rest of World 33 16 16 24

1) Weighted average of 186 countries. The weights are calculated from PPP-ad- 11/ 10-year government benchmark yields. %

justed GDP-levels. Source: IMF October 2023. Bloomberg and Nordea estimates
22.1.2024 3M 30.6.2024 31.12.24 31.12.25

us 414 420 420 4.20 4.20
Euro area 228 235 225 210 2.00
8/ Consumer prices. % y/y Denmark 246 250 240 225 210
2022 2023E 2024E 2025E Sweden 227 220 220 2.30 235
USA 8.0 4.1 2.8 24 Norway 3.63 3.40 350 355 350
Euro area 84 54 19 19 Source: Nordea estimates
Denmark 77 33 19 24
Finland 71 6.2 21 11
Norway 5.8 55 3.8 2.8
Sweden 8.4 8.5 2.7 0.8 12 / Exchange rates
China 19 0.7 17 22 22.1.2024 3M 30.6.2024 31.12.24 31.12.25
Source: IMF October 2023 and Nordea estimates EUR/USD 1.09 110 112 115 115
EUR/JPY 161.43 159.50 151.20 149.50 147.20
EUR/DKK 7.46 7.45 7.45 7.45 7.45
EUR/SEK 11.39 11.50 11.20 10.80 10.70
EUR/NOK 11.45 11.50 11.25 11.00 10.50
EUR/GBP 0.86 0.85 0.85 0.84 0.84
EUR/CHF 0.95 0.95 0.98 1.00 1.00
EUR/PLN 4.36 431 425 420 415
EUR/CNY 7.84 7.87 7.95 8.05 8.05

Source: Nordea estimates
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APPENDIX

Appendix

Appendix 1 / DENMARK: Macroeconomic indicators

2022 (DKKbn) 2023E 2024E 2025E
Private consumption 983.8 07 15 17
Government consumption 557.6 0.2 0.9 0.7
Fixed investment 4909 -36 -0.3 23
- government investment 74.9 28 17 0.9
- residential investment 1191 -17 -12 15
Stockbuilding® 106 -03 -0.1 0.0
Exports 1355.3 10.4 57 4.0
Imports 1191.9 8.6 6.1 42
Real GDP. % y/y 0.7 1.0 17
Nominal GDP (DKKbn) 2831.6 27579 2790.5 2905.5
Unemployment rate. % 28 31 29
Gross unemployment level. '000 persons 823 90.6 85.7
Consumer prices. % y/y 33 19 24
Hourly earnings. % y/y 42 52 35
Nominal house prices. one-family. % y/y 03 30 27
Current account balance (DKKbn) 3036 330.0 320.0
Current account balance. % of GDP 1.0 1.8 1.0
General gov. budget balance (DKKbn) 85.0 60.0 450
General gov. budget balance. % of GDP 31 22 15
General gov. gross debt. % of GDP 305 29.6 284
Monetary policy rate. deposit (end of period) 3.60 285 1.85
USD/DKK (end of period) 6.75 6.48 6.48
7.45 7.45 7.45

EUR/DKK (end of period)

*) Contribution to GDP growth (% points)
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Appendix 2 / FINLAND: Macroeconomic indicators

2022 (EURbN) 2023E 2024E 2025E

Private consumption 1383 -0.8 0.4 19
Government consumption 64.5 45 07 11
Fixed investment 65.0 -53 -47 35
Exports 1217 -0.4 24 22
Imports 1281 -7.1 -1.7 24
Real GDP. % y/y -05 -1.0 2.0
Nominal GDP (EURbn) 268.4 281.0 282.0 289.1
Unemployment rate. % 73 82 7.8
Consumer prices. % y/y 6.2 21 11
Hourly earnings. % y/y 44 37 24
Current account balance (EURbn) -13 -2.0 -2.0
Current account balance. % of GDP -05 -0.7 -0.7
Trade balance (EURbn) 7.0 6.0 6.0
Trade balance. % of GDP 25 21 2.1
General gov. budget balance (EURbn) -5.7 -76 -6.7
General gov. budget balance. % of GDP -2.0 -2.7 2213
General gov. gross debt (EURbn) 2106 218.2 224.8
General gov. gross debt. % of GDP 749 774 77.8
Monetary policy rate (end of period) 4.00 325 225

110 115 115

EUR/USD (end of period)

*) Contribution to GDP growth (% points)
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APPENDIX

Appendix 3 / NORWAY: Macroeconomic indicators

2022 (NOKbn) 2023E 2024E 2025E
Private consumption 1816.0 -0.5 15 17
Government consumption 1037.5 25 18 15
Fixed investment 1239 13 -0.5 30
- gross investment. mainland 9282 24 -20 4.0
- gross investment. oil 177.0 6.7 7.0 0.0
Exports 3165.7 15 3.0 25
- crude oil and natural gas 20144 =27 40 25
- other goods 6264 7.8 25 25
Imports 1547.0 12 2.0 20
Real GDP. % y/y 5704.6 0.7 15 2.0
Real GDP (Mainland). % y/y 34401 11 1.0 15
Registered unemployment rate. % 1.8 21 21
Consumer prices. % y/y 55 38 2.8
Core consumer prices. % y/y 6.2 42 34
Annual wages. % y/y 5.6 4.8 4.0
Monetary policy rate. deposit (end of period) 4.50 4.00 375
USD/NOK (end of period) 10.14 9.56 913
EUR/NOK (end of period) 11.20 11.00 10.50

*) Contribution to GDP growth (% points)
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Appendix 4 / SWEDEN: Macroeconomic indicators

2022 (SEKbn) 2023E 2024E 2025E
Private consumption 2615 -25 03 2.8
Government consumption 1.485 19 15 15
Fixed investment 1.618 -1.6 -33 2.0
- industrial investment 232 11 -4.8 23
- residential investment 317 -24.4 -189 11
Stockbuilding* 78 -1.2 01 0.1
Exports 3174 25 -1.0 24
Imports 2.986 -0.9 -0.6 3.0
Real GDP. % y/y -05 -05 2.0
Real GDP (calendar adjusted). % y/y -03 -05 22
Nominal GDP (SEKbn) 5.984.8 6310.2 6368.1 6575.8
Unemployment rate (LFS). % 77 8.6 83
Employment (LFS). % y/y 14 -0.8 09
Consumer prices. % y/y 85 2.7 0.8
Underlying prices (CPIF). % y/y 6.0 1.8 1.6
Hourly earnings (NMO). % y/y 37 37 35
Current account balance (SEKbn) 3577 3932 395.4 3683
Current account balance. % of GDP 6.2 6.2 56
Trade balance. % of GDP 5.1 47 44
General gov. budget balance (SEKbn) 754 -39 -105.3 -84.3
General gov. budget balance. % of GDP -0.1 -1.7 -1.3
General gov. gross debt. % of GDP 312 328 341
Monetary policy rate (end of period) 4.00 250 250
USD/SEK (end of period) 10.05 9.39 9.30
1110 10.80 10.70

EUR/SEK (end of period)

*) Contribution to GDP growth (% points)
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