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Swedbank Economic Outlook - Update 
Global recovery threatened by increased risks 

Strategy & Macro Research – April, 2014 

Risks: 

• Bursting of Chinese bubbles – ripple effects on  

other EM countries   

• Falling prices in Eurozone – deflation 

• Escalating sanctions vis-à-vis Russia – trade war  
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Executive Summary 

3 

Swedish economy stands out – but not for long 

• The global economy continues to diverge, with the US as an 

engine and emerging markets as a brake. 

• Risks have risen significantly: a Chinese slowdown, threats 

of European deflation and Russia's geopolitical expansion. 

• The Swedish economy will slow in 2015 when households 

come under pressure from higher interest expenses. 

• High unemployment and a growing share of long-term 

unemployed are the main structural challenges in the 

medium term. Furthermore, we expect fiscal policy to 

become tighter, which will add to the strains on household 

budgets when interest rates start to rise. 

• The Baltic economies will show positive growth rates, but 

nevertheless be negatively affected by less trade, 

deteriorating confidence and dampened investments due to 

the Russia crisis. 
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Global Outlook: Recovery threatened by crisis spots 
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Global economy continues to expand 

• US: lost output during harsh winter 

will not be fully recovered, but 

expansion continues 

• A slightly better outlook for EMU, in 

particular in France and Italy.  

• UK economy remains on track with 

strong growth 

• Slower growth in Nordic neighbors, 

in particular Finland is negatively 

affected by Russia crisis 

• Emerging market growth is 

historically low, and earlier hikes 

from the Fed will make it harder for 

countries with negative external 

accounts. Implementation of new 

reforms pushes China growth lower, 

and reforms on hold in many other 

countries before elections. 

Swedbank’s global GDP forecast 1/ (annual percentage change)

2012

USA 2,8 1,9 (1,9) 3,0 (3,2) 3,1 (3,1)

EMU countries -0,6 -0,3  (-0,4) 1,3 (1,1) 1,9 (1,9)

Germany 0,9 0,5 (0,6) 2,0 (2,1) 2,2 (2,2)

France 0,0 0,3 (0,1) 1,1 (0,6) 1,9 (1,9)

Italy -2,4 -1,8  (-1,9) 0,4 (0,1) 1,4 (1,4)

Spain -1,6 -1,2  (-1,2) 1,0 (0,9) 1,8 (1,8)

Finland -1,0 -1,4  (-1,2) 0,2 (0,8) 1,3 (1,8)

UK 0,2 1,7 (1,9) 2,8 (2,9) 2,4 (2,4)

Denmark -0,4 0,4 (0,4) 1,6 (2,0) 2,0 (2,1)

Norw ay 3,3 2,1 (1,8) 1,8 (1,7) 2,1 (2,1)

Japan 1,4 1,5 (1,7) 1,4 (1,8) 1,0 (0,9)

China 7,7 7,7 (7,7) 6,9 (6,9) 6,5 (7,1)

India 4,8 4,6 (4,0) 5,5 (6,3) 6,8 (5,8)

Brazil 1,0 2,3 (2,4) 2,2 (2,8) 2,5 (3,9)

Russia 3,5 1,3 (1,3) 0,8 (2,0) 0,8 (2,3)

Global GDP in PPP 2/ 3,0 2,9 (2,8) 3,4 (3,5) 3,7 (3,8)

Global GDP in i US$ 2,5 2,3 (2,3) 2,9 (3,0) 3,3 (3,4)

1/ October 2013 f orecast in parenthesis; Countries representing around 70 % of  the global economy .

2/ Weights f rom World Bank 2011 hav e been used.

2013 2014f 2015f
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Global Outlook cont.: Slow monetary tightening 
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Policy rates: 

• Federal reserve: Quantitative easing 
expected to end in Q4, and first rate hike 
in first half of 2015 

• ECB: Lower inflation raises prospects for 
quantitative easing, but we expect no 
change 

• Bank of England: Stays low despite pick-
up in growth 

• Bank of Japan: Scope for more easing 

 

Market interest rates: 

• US 10-year bond rate rises and curve is 
steepening 

• Eurozone rates stay low 

• Upward pressure on UK short-term rates 

 

Exchange rates: 

• US dollar and pound sterling to 
strengthen against euro and yen. 

Interest and exchange rate assumptions, %

2014 2014 2014 2015 2015

7-Apr   30 Jun  31 Dec   30 Jun  31 Dec

Policy rates

   Federal Reserve, USA 0,25 0,25 0,25 0,50 1,00

   European Central Bank 0,25 0,25 0,25 0,25 0,50

   Bank of England 0,50 0,50 0,50 0,50 0,75

   Bank of Japan 0,10 0,10 0,10 0,10 0,10

Government bond rates

Germany 2y 0,17 0,30 0,40 0,65 0,90

Germany 10y 1,54 1,90 2,10 2,35 2,60

US 2y 0,41 0,70 1,10 1,70 2,10

US 10y 2,73 3,00 3,40 3,60 3,80

Exchange rates

   EUR/USD 1,38 1,34 1,30 1,25 1,25

   USD/CNY 6,2 6,2 6,1 6,0 5,9

   USD/JPY 104 103 107 107 110

   EUR/GBP 0,83 0,82 0,80 0,78 0,78

Sources: Reuters Ecowin and Swedbank.

Interest and exchange rate assumption

Outcome Forecast

2014 2014 2014 2015 2015

07-apr   30 jun  31 dec   30 jun  31 dec

Interest rates

Sw edish reporate 0,75 0,75 0,75 1,00 1,25

10 year governerment bond rate 2,5 2,4 2,6 2,9 3,2

Exchange rates

EUR/SEK 8,98 8,85 8,70 8,65 8,60

USD/SEK 6,55 6,60 6,70 6,81 6,88

KIX (SEK) 104,7 103,4 102,6 102,6 102,2

Sources: Reuters Ecowin and Swedbank
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Risks have increased 
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Downside risks are larger: 

 

• Imbalances in the Chinese economy 

have grown, and a sharp downturn in 

China would have significant effects 

on other emerging markets and the 

global economy 

• Threats of euro zone deflation 

remain 

• A trade war due to the Russia-

Ukraine crisis cannot be ruled out 

 

Upside risks. 

 

• Eurozone economies reach escape 

velocity and enter a virtuous circle 

with mutually reinforced positive 

growth. 
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Sweden: Stands out – but not for long   
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• Strong finish in 2013 is continuing 

in 2014, but not without risks 

• Domestic demand dominates as 

growth engine 

• In 2015, higher interest rates will 

dampen household spending, and 

fiscal framework limits the room for 

stimulus. High unemployment 

remains the biggest challenge. 

 

• Swedish economy has performed 

remarkably well since the global 

financial crisis in 2008-09. 
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Higher export growth from now 
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• Swedish exports picked up in the 

second half of 2013, in line with 

improving external demand. 

 

• Higher external world market growth 

and favourable goods- and country 

composition support a stronger 

export performance in 2014-15. 

 

• Low unit labour increases, but if the 

krona strengthens competitiveness 

would come under threat. 

 

• Swedish export volumes expected to 

increase by 4% this year and 6.5% 

next year, in line with world market 

growth.  
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The Nordic countries as an export market is rising 
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• One fourth of total Swedish exports 

goes to the Nordic countries.  

 

• Export of commodities had the 

largest decline in 2013, both in value 

and volume terms. This was partly 

driven by the temporary production 

stop in the petroleum industry in the 

autumn. 

  

• Exports of intermediate and 

investment goods expected to 

rebound in 2014-15, when global 

investment growth recovers.  
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Broad rebound in fixed investments  
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• A sharp increase in housing starts in 
2013 will lift real estate investments 
in the forecast period.  
  

• Investments in private business 
sector will be intensified in 2015 due 
to a higher utilization rate and higher 
export growth.  
 

• Investments in infrastructure and 
large renovation needs in 
municipalities support higher 
investments in the public sector. 
 

• Total fixed investments will increase 
by 5.3% in 2014 and 7.4% next year. 
Investment ratio is expected to reach 
19.5% of GDP next year, which is 
the highest level since 2008.  
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Labour market indicators improving 
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• Labour Force Surveys slightly 

weaker than expected in the winter 

months. 

 

• Forward-looking indicators such as 

NIER hiring plans and PMI 

employment have improved. SPES 

monthly reports also indicate an 

ongoing improvement in the labour 

market.  

 

• Swedbank expects employment and 

labour force growth to continue at a 

decent pace in the coming years. 

Number of working hours are 

expected to increase substantially 

this year as growth picks up.  
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Labour market strengthens - Low cost pressure 
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• Slow decrease in unemployment. 
 

• In the short term, labour slack remains 
considerable. However, there are some 
worrying signs in the medium term, as 
the composition among the unemployed 
deteriorates. Thus, matching problems 
will be more on the agenda in the 
coming years.  
 

• Wage growth still benign in the short 
term. However, wage drift at local level 
is expected to gradually increase as 
demand for labour continues to 
increase. 
 

• Unit labour cost remains low during the 
forecast horizon. 
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Forecast 2012 2013 2014 2015

Employment 0.7% 1.0% 1.0% 1.2%

Labour force 0.9% 1.1% 0.9% 0.6%

Unemployment 7.8% 8.0% 7.9% 7.4%

Hours worked 0.6% 0.3% 1.3% 1.3%

Hourly wage 3.0% 2.6% 2.8% 3.2%

ULC 0.7% 1.4% 1.8%
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Spring Budget Bill 2014: Election year spending on education 

 

• Reforms targeting education and 

possibly increased defence spending 

 

• Reforms fully financed  
• Tax increases on alcohol, tobacco and 

vehicles 

• Abolishment of tax deduction on private 

pension savings.  

 

• Redistribution from private to public 

consumption, but net budget and 

growth-neutral reforms 
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Households consumption is gearing up  
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• Good trend for disposable income in 

2014 
– Supported by the labour market 

– Low inflation 

– Tax deductions 

 

• Dampening growth in 2015 
– Tighter fiscal policy 

– Rising inflation 

  

• Households’ confidence is supported 

by labour market development, 

stabilization in the Eurozone and a 

favourable development in 

households’ wealth. Consequently, 

savings decrease, especially in 

2015. 

 

• Savings ratio still on historically high 

levels. -4
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High debt makes households’ sensitive to higher rates  

15 

 

• High debt makes households sensitive to 

interest rate hikes, even if the up-turn is 

limited. 

 

• Even if market rates rise slowly in 2015 

households’ interest rate costs increase 

faster. New regulation is one contributing 

factor. 

 

• Repo rate hikes quickly affect the 

economy.  
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Increase in inflation lingers 
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• The low global inflation pressure will 

gradually increase during the forecast period 

 

• Subdued price pressure from the commodity 

markets in 2014, but will slowly increase  

next year. The imported inflation rate will 

however be subdued due to a stronger 

Swedish krona 

 

• Low wage increases and higher productivity 

growth have a dampened the impact on the 

domestic inflation, particularly in 2014. In the 

end of 2014 and in 2015 the service inflation 

rate will increase due to base effects and a 

stronger growth. 

 

• Low interest rates constrains the inflation rate 

this year, but will contribute to a higher 

inflation in 2015 

 

• A stronger domestic demand will open up the 

possibility for higher profit margins (demand 

driven inflation) 
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The Riksbank is expected to revise the repo rate path down 

17 

 

• The Riksbank is more worried about 

low inflation and is putting more 

focus on short-term inflation. 

Although we are still worried about 

household debt, with the FSA now in 

charge of macro-prudential tools, we 

expect the burden on monetary 

policy to gradually ease. 

 

• Low repo rate in the coming years. 

 

• First hike in Q2 2015. 

 

• Altogether, two hikes in 2015, up to 

1.25 % 

0,00

0,50

1,00

1,50

2,00

2,50

3,00

Nov-10 Jun-11 Jan-12 Aug-12 Mar-13 Oct-13 May-14 Dec-14 Jul-15 Feb-16 Sep-16

Riksbanken (Feb)

Swedbank (Apr)

Riba (April 2)

Outcome

Repo rate

Source: Swedbank, Reuters Ecowin and the Riksbank 



© Swedbank 18 

EMU: Upswing continues as expected 
• Growth and PMIs on the rise. 

– Q4 growth of 1.1% in line with 

expectations 

– PMIs continue to rise across the major 

economies, suggesting higher growth 

• Inflation falls further, pressure 

increases on ECB. 

– Overall inflation has fallen further, though 

core price growth has stabilized 

– Effect of additional rate cut is small 

– Unconventional measures look more 

palatable, but effect may be small 

• We believe growth will continue to pick 

up, but only slowly. Monetary policy will 

remain expansionary. 
– We keep GDP growth estimates unchanged 

• Risks: Banks are still under-

capitalised, and wage inflation is too 

low. 

– However, banking and policy risks are 

gradually declining 
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UK: Less clear communication from BoE 
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• More balanced growth in 2014 
– Household consumption and dwellings 

investment have been main drivers. In 2014 

growth is expected to be 2.8 % (y/y) and 

investments will tick up slightly. For 2015, the 

UK economy is expected to grow at 2.4% 

(y/y) as external demand lags. 

 

• Second step of forward guidance 
– Qualitative measure that emphasize 

resource utilisation and the degree of slack 

in the labour market. 

– Appropriate level of Bank Rate will likely be 

substantially below pre-crisis level. 

– Less clear communication from BoE is 

expected. 

 

• The first rate hike, to 0.75%, is 

expected in H2 2015. 
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US: The economy thawing after temporary setback 
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• US consumers need to drive 

domestic demand… 

• …but savings have decreased. 

• Employment will be key to 

driving income and 

consumption 

 

 

• Short-term growth indicators, 

such as PMI, have recovered 

somewhat after the harsh 

winter… 

• …but we are still waiting for 

clear signals of a recovery 
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Emerging Markets Outlook 

21 
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Emerging Markets: Many challenges in 2014 

22 

 

• Growth is historically low in most 

EM countries 

 

• Hints of earlier hikes from Fed 

will make it harder for countries 

with negative external accounts 

 

• Implementation of new reforms 

pushes China growth lower  

 

• Reforms on hold in many other 

countries before elections  

 

• Geopolitical risks will remain 
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Tigther US policy will make it harder for deficit countries 

23 
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China: Strict reforms dampen growth in 2014 
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• China is undergoing its most serious 

policy changes of the last 30 years 

 

• Purpose to achieve sustained growth 

and stop pollution 

 

• Policy geared towards more market-

based pricing to tackle over-investments 

and asset bubbles 

 

• Policymakers want credit growth to slow 

further, especially in the less regulated 

shadow banking sector 

 

• Short-term implementation risks 
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Brazil: Big challenges before presidential election this autumn 
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• A very fragile recovery 

 

• Growth has been very dependent 
on private consumption 
subsidized by credit 

 

• Lower exports as China weakens 

 

• High vulnerability for less dollar 
liquidity  

 

• High inflation leads to higher 
borrowing rates and lower 
confidence, which is a challenge 
in this election year 
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India: Better competitiveness and policy shift in the pipeline 
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• Growth has been poor but... 

 

• ...a record low currency is 
export-supportive 

 

• Improved confidence with 
an inflation target in the 
pipeline 

 

• Structural problems remain 
but...  

 

• New government (spring 
elections) need to deliver 
new reforms (we think they 
will) 
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Norway: Slowdown taking hold, consumers will decide 
• Growth outlook coming down 

– Q4 growth 2.6% above expectations 

– Norges Bank’s Regional network report-

ed slowdown and slow growth ahead 

– No growth in retail sales through 2013, 

unlikely to grow fast this year either 

– Housing starts down approximately 30% 

– Oil investments are likely past their peak 

• We revise down our growth estimates 

somewhat for this and next year. 

• We expect Norges Bank to postpone 

the planned first rate hike 

– First rate hike signalled for summer 2015 

– We expect it will be postponed 1-2 qtrs. 

– Rate cut is not on Norges Bank’s agenda 

• Interest rates remain significantly 

above trading partners, in spite of 

abating growth. How long will this last? 

Larger downside risk to rates and NOK 

than upside. 
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Denmark: Growth down temporarily 

28 

• A fairly strong 2013, ended with 

negative growth in Q4 

• Underlying demand is solid, but with 

positive household consumption, not 

least car purchases. 

• Falling inventories and, artificially, 

reimbursements for the damage done 

by autumn storms drag down growth. 

 

• Looking forward, we expect growth to 

pick up in 2014: 

– Household consumption is supported by 

stronger confidence and growth in wage 

income 

– Investments picking up 

– Competitiveness is still favourable, but 

increasing levels could impact export 

growth  

 

•   
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Finland: Recovery will be very sluggish 
 

• Domestic demand continues to decrease 
in 2014 
• Moderate wage growth and high 

unemploy-ment depresses private 
consumption 

• Low capacity utilization and uncertainty hold 
back business investment  

• Weak domestic demand limits imports, 
resulting in a positive growth contribution 
from net exports 

 

• An improving economic outlook for 
Finland's main export markets supports an 
export-driven, but sluggish recovery in 
2014 
• Russia’s economic slow down has negative 

effect 

• Supply conditions continue to be influenced 
by industrial restructuring  

• Productivity growth has dropped as 
economic activity has shifted to less 
productive sectors  

 

• Public finances are under severe pressure 
• The government has announced an 

ambitious package of structural reforms 

• Key priorities relate to pension and municipal 
reforms 

 

 

GDP real growth, % 

Growth of manufacturing, exports and domestic demand, YoY, % 

Source: Statistics Finland, Swedbank 
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 The share of manufacturing and export of 

goods in GDP, % 

 

 

 

Finland: On the way of restructuring its economy 
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• The share of manufacturing and export of goods in GDP has 

decreased from 23% to 15% and from 32% to 29% respectively during 

the last 10 years 

– The share of electronics sector has decreased the most, from 5% 

to 1% of total value added.  

– The erosion of wood and paper production has been moderate, 

but still having negative impact on total output growth.  

• New products and services from chemicals and metals industries 

are gradually replacing the decline in ICT and paper industry. Bio-

energy is seen as a promising opportunity for compensating structural 

difficulties in forest industry, resulting from the decline in global demand 

for paper 

– New products and activities have not been able to compensate for 

the losses yet 

– Production structure has shifted from high productivity 

manufacturing to the services with less productivity 

• The deterioration in Finland’s export performance results from the 

decline in both cost and non-cost competitiveness. As ULCs have 

increased faster than in most of its trading partners, price 

competitiveness has eroded.  

– The agreement made in last autumn between social partners for 

modest wage increases will have a positive impact on 

competitiveness and on exports only with a certain delay. 

– Finland is looking for new opportunities for participation in global 

value chains for supporting output growth via exports 

• Labor participation rates are declining as a consequence of 

population aging 

• Government has initiated an ambitious package of structural reforms, 

including pension reform for raising labour supply 

– We shall see the positive effect from this reform only after many 

years  

– Shrinking labour supply will lead to lower output growth 

– This makes the recovery of Finland’s economy more sluggish 
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Russia: Shallow recession or feeble growth? 

31 

• Structurally weak to create growth... 
• Consumers are the key driver of growth, but 

they are running out of steam: unemployment 

has bottomed out, wage growth is slowing, 

rouble devaluation is to push up inflation 

• Exports picked up in H2 2013, but recovery 

will be weighed down by sluggish global 

growth and trend decline in oil prices 

• Capital outflows and interest rates rise driven 

by the Russia-Ukraine conflict will weigh on 

already weak investment activity 

• ... but ample reserves help to 

withstand moderate sanctions  
• The Russia-Ukraine conflict will damage 

both its short- and long-term growth 

• Unless the conflict escalates, sanctions to 

stay targeted with a modest impact: 

shallow recession or teetering on the 

edge of it in 2014, weak recovery in 2015 

(0.8% GDP growth in both years). Rouble 

weakening continues, but slow. 

• So far no policy change expected 
– Unless the economy weakens sharply, will 

stick to its fiscal rule and inflation target 
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Japan: Moderate recovery 
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• GDP growth similar to 2012 and 
2013  
– Exports and investments will grow modestly 

as the impact from the weaker yen is fading, 
global recovery is weak and growth in China 
is slowing 

– Consumption, the main supporter of growth 
last year, was strong in Q1, ahead of the 
sales tax raise, but will decline in Q2 

– Imports will remain strong as 90% of energy 
imported and first nuclear reactors will not 
restart before the summer 

 

• Monetary and fiscal stimulus    
– More monetary stimulus expected after the 

sales tax hike 

– Government’s spending brought forward to 
cushion the negative impact from the sales 
tax 

– Wages expected to rise in 2014 but less than 
inflation, hampering consumption 

– Weak macro data and additional stimulus 
expected to push down yen 

– Government is expected to unveil further 
pro-growth measures in June, amid 
scepticism over the pace and direction of its 
“third arrow” structural reforms. 
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Impact on Baltics from Russia-Ukraine conflict (1) 

• If the conflict does not escalate and 

sanctions remain at about the current level, 

the Baltics will continue to grow, but slower 

– Labour market  will heat up  less, slower  wage 

growth. Public finances remain strong. The 

negative impact  to dissipate during 2015.  

• The negative effect transmitted via: 

• Trade channel : exports to Russia to suffer due 

to (i) the rouble devaluation, and (ii) possible 

temporary /selective trade barriers introduced 

by Russia. Hit to Russia trade compensated 

by rising exports to the recovering EU.  

• Investments channel : particularly to Russia-

related  businesses, but possibly also others if 

overall confidence weakens 

• Non-resident financial flows: banks, real estate 

• Confidence : can amplify the impact via  

general investment and consumption activity, 

but  so far no significant weakening 

• If the conflict escalates  and Russia 

introduces energy supply interruptions, the 

Baltics may see a shallow recession 

Other
Baltics

RU

BY&
UA

FI

Other
Baltics

RU

BY&
UA FI

PL

Other
Baltics

RU

BY&
UA

FI

PL

0%

5%

10%

15%

20%

25%

30%

35%

Estonia Latvia Lithuania
Source: national statistics 

Goods' exports to selected countries (2013), % of total goods' exports

-20

-15

-10

-5

0

5

10

15

20

2007 2008 2009 2010 2011 2012 2013

GDP annual growth, %

Estonia

Latvia

Lithuania

Source: Reuters EcoWin

14f  '15f



© Swedbank 34 

Impact on Baltics from Russia-Ukraine conflict (2) 

• Exports: Russia is an important export 

market, but not the major one. A big part is 

re-exports. Major sectors to be affected: 

• Manufacturing: but  significant  impact limited to 

certain industries and companies  (see chart) 

• Services: transport  and transit in general, i.e.,  

speeding up  a long term trend of Russia 

diverting its own flows to Ust-Luga port 

• Risks for  tourism sector 

• Imports: from Russia are limited, for most 

alternative suppliers are available. The 

exception is natural gas where Russia is the 

only supplier at the moment. But Russian 

ability to cut off gas supply is somewhat 

mitigated by: 

• An underground storage facility in LV, though 

the gas stock ownership rights are unclear ;  

• An LNG terminal in LT operational in late 2014;  

• FIN&EE to build an LNG terminal in 2-3 years ; 

• Kaliningrad oblast  has  a limited on-site storage 

facilities and is supplied by Russia via LT 

 

Latvian example: Goods' trade with Russia in 2013, % of total 

goods' exports/imports in the specific sector 
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Estonia: Still on standby for improved foreign demand 

35 

• Recovery of foreign demand will be 
very sluggish 

– Weaker Russian economy has negative 
influence both on Estonia and its biggest 
trading partners 

– Still, weighted growth of GDP of Estonia’s 
main trading partners is improving 

 

• Inflation will slow considerably this year, 
but it will accelerate in 2015 

– Deceleration mainly from less growth in 
electricity (base effect) and food prices 
(H1 2014) 

– Increasing food, oil and housing prices 
will lift inflation next year 

 

• Overheating on the labour market will 
moderate a little 

– Real wage growth will stay robust this 
year, but will decelerate considerably in 
2015 

– Labour productivity will improve, as 
employment growth will slow 
down/decrease 

– Price competitiveness (ULC) of Estonian 
exports will improve 
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Latvia: Slower, but still respectable growth 

36 

• Moderate growth in 2014-15 
• Slower-than-expected growth in Q4 2013 

sets a lower entry point into 2014, 
investments particularly weak 

• The Russia-Ukraine conflict will subtract 
from growth of exports and investments; 
some weakening impact also on overall 
business and consumer confidence 

• Household consumption to remain the 
major driver of growth 

• Labour market heats up slower 
• Along with slower growth, employment 

and wage growth are less brisk; 
wage-productivity gap to remain narrow 
without major negative hit to 
competitiveness 

• Lower inflation in 2014 but to pick up 
somewhat more in 2015 (one of the key 
reasons is postponement of household 
electricity market liberalization from Apr 
2014 to Jan 2015) 

• Government fiscal stance in 
good shape 
• 2014 budget assumptions have been 

conservative, hence can withstand 
slower-than-expected growth 
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Lithuania: More clouds in the sky, but no storm ahead 

37 

• We have cut our growth forecast 

for 2014 and 2015 by 0.4 and 0.2 

p.p. respectively. 

 - Due to the weakness of Russian economy 

and trade restrictions, exports are expected 

to grow by 3.0% this year, more than three 

times slower than last year.  

 - Employment will grow somewhat slower, 

but this is only partialy due to higher risks 

related to Russia 

 - There will be some negative impact on 

household and corporate confidence, but not 

much long-lasting effect on investments 

• There are no inflationary 

pressures, so we cut this year’s 

forecast to 0.8% and expect prices 

to grow by 2.5% in 2015. 

• Lithuania meets all Maastricht 

criteria and is expected to be 

invited to join euro area in 2015 
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Appendix: Key economic indicators & 
national accounts for Swedbank’s 
home markets 

38 



© Swedbank 

Sweden: Key economic indicators 

39 

Key Economic indicators, 2012-2015 1/

2012 2013e 2014f 2015f

Real GDP (calendar adjusted) 1,3 1,5 2,9 2,7

Industrial production -3,0 -1,3 4,5 5,0

CPI index, average 0,9 0,0 0,1 1,9

CPI, end of period -0,1 0,1 0,7 2,4

CPIF, average 2/ 1,0 0,9 0,6 1,6

CPIF, end of period 1,0 0,8 1,0 1,8

Labour force (15-74) 0,8 1,1 0,9 0,6

Unemployment rate (15-74), % of labor force 8,0 8,0 7,9 7,4

Employment (15-74) 0,6 1,1 1,0 1,2

Nominal hourly w age w hole economy, average 3,0 2,6 2,8 3,2

Savings ratio (households), % 12,1 12,0 11,8 10,5

Real disposable income (households) 3,4 2,6 2,8 0,8

Current account balance, % of GDP 6,6 6,1 5,9 5,8

General government budget balance, % of GDP 3/ -0,7 -1,4 -1,7 -0,7

General government debt, % of GDP 4/ 38,3 41,0 41,1 39,9

1/ Annual percentage growth, unless otherwise indicated. 2/ CPI with fixed interest rates.

3/ As measured by general government net lending. 4/ According to the M aastricht criterion.

Sources: Statistics Sweden and Swedbank.

Swedbank's GDP Forecast - Sweden

Changes in volume, % 2012

Households' consumption expenditure 1,6 2,0 (1,8) 2,8 (2,9) 2,3 (2,6)

Government consumption expenditure 0,3 2,0 (1,2) 0,9 (0,9) 1,6 (1,1)

Gross f ixed capital formation 3,3 -1,3  (-0,8) 5,3 (5,7) 7,4 (6,8)

  private, excl. housing 7,5 -2,6  (-3,0) 4,6 (5,5) 8,4 (8,9)

  public 4,0 -3,2  (-0,8) 1,3 (1,5) 3,7 (1,9)

  housing -11,2 5,8 (7,7) 11,6 (10,1) 6,8 (3,8)

Change in inventories  1/ -1,3 0,2  (-0,3) 0,3 (0,3) 0,0  (-0,0)

Exports, goods and services 0,7 -0,9  (-1,5) 3,9 (3,5) 6,5 (6,5)

Imports, goods and services -0,6 -1,2  (-2,2) 4,7 (3,7) 7,3 (7,2)

GDP 0,8 1,5 (1,0) 2,8 (3,1) 2,9 (3,0)

GDP, calendar adjusted 1,3 1,5 (1,0) 2,9 (3,2) 2,7 (2,7)

Domestic demand 1/ 1,5 1,2 (1,1) 2,6 (2,7) 2,9 (2,9)

Net exports 1/
0,6 0,1 (0,2) -0,1 (0,1) 0,0 (0,1)

1/ Contribution to GDP growth. Sources: Statistics Sweden and Swedbank.

    2013e     2015f    2014f

Interest and exchange rate assumptions

Outcome Forecast

2014 2014 2014 2015 2015

07-apr   30 Jun  31 Dec   30 Jun 31 Dec

Interest rates (%)

   Policy rate 0,75 0,75 0,75 1,00 1,25

   10-yr. gvt bond 2,10 2,40 2,60 2,90 3,20

Exchange rates

   EUR/SEK 9,0 8,9 8,7 8,7 8,6

   USD/SEK 6,6 6,6 6,7 6,8 6,9

   KIX (SEK) 1/ 104,7 103,4 102,6 102,6 102,2

1/ Total competitiveness weights. Trade-weighted exchange rate index for SEK.

Sources: Reuters Ecowin and Swedbank.
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Estonia: Key economic indicators1 
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ESTONIA: Key economic indicators, 2011-2015 1/

2011 2012

Real GDP grow th, % 9,6 3,9 0,8 (1,0) 1,8 (3,0) 3,0 (3,7)

Household consumption 3,8 4,9 4,2 (4,7) 3,9 (4,2) 3,6 (3,8)

Government consumption 1,3 3,8 1,3 (1,2) 1,4 (1,3) 1,4 (1,0)

Gross f ixed capital formation 37,6 10,9 1,1 (1,0) 2,0 (4,0) 5,0 (6,0)

Exports of goods and services 23,4 5,6 1,8 (1,9) 2,0 (4,5) 5,0 (7,0)

Imports of goods and services 28,4 8,8 2,6 (3,0) 3,0 (5,5) 6,0 (7,5)

Consumer price grow th, % 5,0 3,9 2,8 (2,8) 1,3 (2,6) 2,5 (2,9)

Unemployment rate, % 2/ 12,5 10,0 8,6 (8,6) 8,4 (8,3) 7,9 (7,9)

Real gross monthly w age grow th, % 0,4 1,9 4,9 (5,0) 4,9 (4,4) 3,5 (4,4)

Nominal GDP, billion euro 16,2 17,4 18,4 (18,4) 19,3 (19,6) 20,6 (21,1)

Exports of goods and services (nominal), % grow th 28,9 7,5 2,8 (2,6) 2,9 (5,6) 6,7 (8,9)

Imports of goods and services  (nominal), % grow th 35,6 11,7 2,2 (2,2) 3,2 (6,4) 7,5 (9,2)

Balance of goods and services, % of GDP 6,1 2,5 2,0 (1,0) 1,8 (1,0) 1,4 (1,1)

Current account balance, % of GDP 1,8 -1,8 -1,0 -(2,1) -1,4 -(2,2) -2,0 -(2,3)

Current and capital account balance, % of GDP 5,9 1,7 1,7 (0,9) 1,4 (1,0) 1,0 (0,7)

FDI inflow , % of GDP 1,5 6,8 3,9 (3,6) 2,1 (4,6) 2,4 (4,3)

Gross external debt, % of GDP 94,0 95,4 87,4 (92,3) 84,9 (88,9) 81,5 (84,9)

General government budget balance, % of GDP 3/ 1,1 -0,2 -0,2 -(0,6) -0,4 -(0,4) -0,3 -(0,3)

General government debt, % of GDP 6,1 9,8 10,0 (10,1) 10,0 (10,0) 10,0 (10,0)

1/ January  2014 f orecast in parenthesis

2/ According to Labour f orce surv ey

3/ According to Maastricht criterion

2013 2014f 2015f
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Latvia: Key economic indicators 

LATVIA: Key economic indicators, 2012-2015 
1/

2012

Real GDP grow th, % 5.2 4.1 (4.4) 3.0 (4.8) 3.5 (4.5)

Household consumption 5.8 5.4 (5.7) 4.4 (5.0) 3.7 (5.5)

Government consumption -0.2 3.6 (1.8) 1.0 (1.7) 0.6 (0.7)

Gross f ixed capital formation 8.7 -4.3  (-1.0) 2.0 (9.0) 5.0 (8.0)

Exports of goods and services 9.4 1.0 (1.3) 1.5 (4.5) 5.5 (6.5)

Imports of goods and services 4.5 -1.7  (-0.9) 3.0 (6.5) 5.3 (8.0)

Consumer price grow th, % 2.3 0.0 (0.0) 1.6 (2.5) 3.2 (2.8)

Unemployment rate, % 2/ 15.0 11.9 (11.8) 10.7 (10.4) 9.6 (9.3)

Real net monthly w age grow th, % 1.5 5.7 (5.8) 4.6 (4.4) 2.7 (4.6)

Nominal GDP, billion euro 22.1 23.3 (23.6) 24.7 (25.8) 26.5 (28.2)

Exports of goods and services (nominal), % grow th 13.9 2.3 (2.8) 2.9 (6.9) 8.8 (9.7)

Imports of goods and services  (nominal), % grow th 12.3 -0.3  (-0.8) 4.2 (8.1) 8.5 (10.9)

Balance of goods and services, % of GDP -3.6 -1.9  (-1.3) -2.5  (-1.9) -2.4  (-2.6)

Current account balance, % of GDP -1.7 -0.8  (-0.3) -1.7  (-0.8) -1.7  (-1.5)

Current and capital account balance, % of GDP 1.3 1.6 (2.3) 0.9 (1.7) 1.3 (1.3)

FDI inflow , % of GDP 3.9 2.6 (2.4) 3.0 (3.7) 3.4 (3.2)

Gross external debt, % of GDP 136.4 130.5 (129.5) 128.1 (122.5) 120.1 (114.0)

General government budget balance, % of GDP 3/ -1.3 -1.4  (-1.3) -1.2  (-0.6) -1.1  (-0.7)

General government debt, % of GDP 40.6 39.0 (38.4) 39.3 (36.9) 33.5 (30.6)
1/ January  2014 f orecast in parenthesis
2/ According to Labour f orce surv ey .
3/ According to Maastricht criterion. Sources: CSBL and Swedbank.

2013 2014f 2015f



© Swedbank 

Lithuania: Key economic indicators 
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LITHUANIA: Key economic indicators, 2012-2015 
1/

2012

Real GDP grow th, % 3.7 3.3 (3.3) 3.3 (3.7) 4.0 (4.2)

Household consumption 3.9 4.8 (4.7) 4.3 (4.5) 4.5 (4.5)

Government consumption 0.6 1.8 (1.7) 2.0 (2.0) 2.5 (2.5)

Gross f ixed capital formation -3.6 12.8 (11.0) 7.0 (8.0) 9.0 (10.0)

Exports of goods and services 11.8 9.5 (7.6) 3.0 (6.0) 6.0 (6.4)

Imports of goods and services 6.1 9.8 (8.8) 6.0 (9.0) 7.8 (8.0)

Consumer price grow th, % 3.1 1.0 (1.0) 0.8 (1.5) 2.5 (3.0)

Unemployment rate, % 2/ 13.4 11.8 (11.7) 10.4 (10.0) 9.4 (9.0)

Real net monthly w age grow th, % 0.5 3.7 (5.0) 4.5 (3.8) 3.5 (3.0)

Nominal GDP, billion euro 32.9 34.6 (34.5) 36.3 (36.3) 38.7 (38.8)

Exports of goods and services (nominal), % grow th 15.7 8.8 (6.5) 2.5 (7.0) 7.0 (7.5)

Imports of goods and services  (nominal), % grow th 10.6 8.7 (7.5) 5.5 (9.0) 8.5 (9.5)

Balance of goods and services, % of GDP 1.0 1.1 (0.2) -1.4 (-1.4) -2.6 (-3.1)

Current account balance, % of GDP -0.2 1.5 (0.0) -1.8 (-1.8) -3.0 (-3.5)

Current and capital account balance, % of GDP 2.0 3.7 (2.3) 0.5 (0.4) -0.7 (-1.2)

FDI inflow , % of GDP 1.7 1.2 (1.5) 2.5 (2.5) 3.5 (3.5)

Gross external debt, % of GDP 75.4 67.2 (74.5) 66.0 (72.8) 63.4 (69.8)

General government budget balance, % of GDP 3/ -3.2 -2.4 e (-2.9) -2.1 (-2.0) -1.1 (-1.0)

General government debt, % of GDP 40.5 39.4 (39.7) 42.5 (42.4) 41.0 (40.8)

1/ January  2014 f orecast in parenthesis

2/ According to Labour f orce surv ey

3/ According to Maastricht criterion

2014f 2015f

Sources: Statistics Lithuania,

 Bank of  Lithuania and Swedbank.

2013
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 Have professional experience in matters relating to investments falling within Article 19(5) of the Financial 
Promotions Order. 

 Are persons falling within Article 49(2)(a) to (d) of the Financial Promotion Order ("high net worth 
companies, unincorporated associations etc"). 

 Are persons to whom an invitation or inducement to engage in investment activity (within the meaning of 
section 21 of the Financial Services and Markets Act 2000) – in connection with the issue or sale of any 
securities – may otherwise lawfully be communicated or caused to be communicated. 

Limitation of liability 

All information, including statements of fact, contained in this research report has been obtained and compiled 
in good faith from sources believed to be reliable. However, no representation or warranty, express or implied, 
is made by Swedbank with respect to the completeness or accuracy of its contents, and it is not to be relied 
upon as authoritative and should not be taken in substitution for the exercise of reasoned, independent 
judgment by you. 

Be aware that investments in capital markets – such as those described in this document – carry economic 
risks and that statements regarding future assessments comprise an element of uncertainty. You are 
responsible for such risks alone and we recommend that you supplement your decision-making with that 
material which is assessed to be necessary, including (but not limited to) knowledge of the financial 
instruments in question and the prevailing requirements as regards trading in financial instruments. 

Opinions contained in the report represent the analyst's present opinion only and may be subject to change. In 
the event that the analyst's opinion should change or a new analyst with a different opinion becomes 
responsible for our coverage of the company, we shall endeavour (but do not undertake) to disseminate any 
such change, within the constraints of any regulations, applicable laws, internal procedures within Swedbank, 
or other circumstances. 

If you are in doubt as to the meaning of the recommendation structure used by Swedbank in its research, 
please refer to “Recommendation structure”. 

Swedbank is not advising nor soliciting any action based upon this report. If you are not a client of ours, you 
are not entitled to this research report. This report is not, and should not be construed as, an offer to sell or as 
a solicitation of an offer to buy any securities. 

To the extent permitted by applicable law, no liability whatsoever is accepted by Swedbank for any direct or 
consequential loss arising from the use of this report. 

Conflicts of interest 

In Swedbank LC&I, internal guidelines are implemented in order to ensure the integrity and independence of 
the research analysts. 

For example: 

 Research reports are independent and based solely on publicly available information.  

 The analysts are not permitted, in general, to have any holdings or any positions (long or short, direct or 
via derivatives) in such Financial Instruments that they recommend in their investment analysis. 

 The remuneration of staff within the Swedbank Research department may include discretionary awards 
based on the firm’s total earnings, including investment banking income. However, no such staff shall 
receive remuneration based upon specific investment banking transactions. 

Planned updates 

An investment recommendation is normally updated twice a month.  

Reproduction & dissemination 

This material may not be reproduced without permission from Swedbank Research. This report is not intended 
for physical or legal persons who are citizens of, or have domicile in, a country in which dissemination is not 
permitted according to applicable legislation or other decisions. 

Produced by Swedbank Research a unit within Large Corporates & Institutions, Stockholm.  

Address 

Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm. 

Visiting address: Regeringsgatan 13, Stockholm 

What our research is based on 

Swedbank Research a unit within Large Corporates & Institutions bases the research on a variety of aspects 
and analysis. 

For example: A fundamental assessment of the cyclical and structural economic, current or expected market 
sentiment, expected or actual changes in credit rating, and internal or external circumstances affecting the 
pricing of selected FX and fixed income  instruments.  

Based on the type of investment recommendation, the time horizon can range from short-term up to 12 
months. 

Recommendation structure 

Recommendations in FX and fixed income instruments are done both in the cash market and in derivatives.  

Recommendations can be expressed in absolute terms, for example attractive price, yield or volatility levels. 
They can also be expressed in relative terms, for example long positions versus short positions.  

Regarding the cash market, our recommendations include an entry level and our recommendation updates 
include profit and often, but not necessarily, exit levels. Regarding recommendations in derivative instruments, 
our recommendation include suggested entry cost, strike level and maturity. 

In FX, we will only use options as directional bets and volatility bets with the restriction that we will not sell 
options on a net basis, i.e. we will only recommend positions that have a fixed maximum loss. 

Analyst’s certification 

The analyst(s) responsible for the content of this report hereby confirm that notwithstanding the existence of 
any such potential conflicts of interest referred to herein, the views expressed in this report accurately reflect 
their personal views about the securities covered. The analyst(s) further confirm not to have been, nor are or 
will be, receiving direct or indirect compensation in exchange for expressing any of the views or the specific 
recommendation contained in the report. 

Issuer, distribution & recipients 

This report by Swedbank Research is issued by the Swedbank Large Corporates & Institutions business area 
within Swedbank AB (publ) (“Swedbank”). Swedbank is under the supervision of the Swedish Financial 
Supervisory Authority (Finansinspektionen). 

In no instance is this report altered by the distributor before distribution. 

In Finland this report is distributed by Swedbank’s branch in Helsinki, which is under the supervision of the 
Finnish Financial Supervisory Authority (Finanssivalvonta). 

In Norway this report is distributed by Swedbank’s branch in Oslo, which is under the supervision of the 
Financial Supervisory Authority of Norway (Finanstilsynet). 

In Estonia this report is distributed by Swedbank AS, which is under the supervision of the Estonian Financial 
Supervisory Authority (Finantsinspektsioon). 

In Lithuania this report is distributed by “Swedbank” AB, which is under the supervision of the Central Bank of 
the Republic of Lithuania (Lietuvos bankas).  

In Latvia this report is distributed by Swedbank AS, which is under the supervision of The Financial and Capital 
Market Commission (Finanšu un kapitala tirgus komisija). 

In the United States this report is distributed by Swedbank First Securities LLC ('Swedbank First'), which 
accepts responsibility for its contents. This report is for distribution only to institutional investors. Any United 
States institutional investor receiving the report, who wishes to effect a transaction in any security discussed in 
the report, should do so only through Swedbank First. Swedbank First is a U.S. broker-dealer, registered with 
the Securities and Exchange Commission, and is a member of the Financial Industry Regulatory Authority. 
Swedbank First is part of Swedbank Group. 

For important U.S. disclosures, please reference: http://www.swedbankfs.com/disclaimer/index.htm 

In the United Kingdom this communication is for distribution only to and directed only at "relevant persons". 
This communication must not be acted on – or relied on – by persons who are not "relevant persons". Any 
investment or investment activity to which this document relates is available only to "relevant persons" and will 
be engaged in only with "relevant persons". By "relevant persons" we mean persons who:  


