Growth will pick up in the second half of 2021, once the coronavirus vaccine is rolled out
Policy will remain accommodative, Norges Bank will be an early mover and hike in 2021
Special theme: Uneven retail trade partly explained by less cross-border trading

The Nordic economies are struggling with the
consequences of the Corona pandemic, but so far,
the region’s resilience has been surprisingly
strong. GDP growth this year will in all the Nordics
fall by around 4%, much less than in most other
developed countries. Industrial production has
held up, consumption has after the initial drop
developed well, unemployment has risen only
modestly, and sentiment indicators point toward
cautious optimism going forward.

the pandemic could be only months away. This
will continue to boost confidence going forward.
So far Finland’s GDP has fallen the least of the
Nordics in 2020, but industrial confidence has not
recovered as well as in the other Nordics.
Especially Sweden, but also Denmark, show signs
of a swifter industrial recovery, supported by
more rapidly improving industrial orders.
The recovery, just as in the downturn, will reflect
economic structures and take different shapes
across regions. The Nordics will be well positioned
compared to continental Europe also in this phase.

Towards summer we expect a rebound as
pent up demand boosts the Nordic
economies
-Heidi Schauman, Chief Economist Finland

Our November forecast is still valid (see table
above), even if the latest lockdowns have been
harder than what we foresaw a month ago. At the
same time, positive news about the effectiveness
and timetable of the vaccine roll out have
highlighted that an end to the current version of
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Household demand has changed a lot during 2020
both due to lockdowns and people being afraid to
go out and do what they normally do. The big
question going forward is how much preferences
actually have changed, if they have at all.
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Goods consumption has experienced a temporary
boom while many services have had a difficult
time, most notably so travel and hospitality
services. Towards the summer when the vaccine
has been rolled out and travelling and going out
again feels safe, it is very likely that we will see a
boom in the sectors that have suffered the most.

2021, possibly longer. Inflation pressure remains
muted and as long as the pandemic is present no
steps will be seen towards tighter monetary
policy. Market interest rates will continue at
similar levels as currently for long. Norges bank is
an outlier and we expect it to be one of the first to
hike rates in late 2021, reflecting both higher
inflation expectations and a broader central bank
mandate incorporating financial stability.

The Nordic labour markets have managed better
than feared. Wage subsidies and temporary layoff
schemes have kept unemployment down. In
Norway unemployment is close to 5%, in Denmark
6%. In Sweden and Finland unemployment is
between 8 and 9%, close to euro area averages.
There is, however, a risk of prolonged
unemployment spells as temporarily laid-off
workers in some cases end up as unemployed.

Housing prices have soared during 2020 even if
the general economic situation has been
challenging. Low interest rates and the ease of
getting financing have boosted the housing
markets in all the Nordics. Remote working has
put additional focus on the quality and size of
housing. Housing prices have increased most in
urban areas, as during the past decade more
generally. Prices in Oslo are up almost 10% from
last year, in Stockholm and Helsinki apartment
prices are up almost 6%. So far, remote working
has not led to any substantial migration from
larger cities and demand has continued to be high.

Both monetary and fiscal policy will remain
accommodative well into 2021. The ECB and
Sveriges Riksbank have communicated that both
low rates and additional stimulus such as QE
purchases will be present at least for most of
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The Nordic currencies were hit hard in the early
parts of the crisis but have since regained
considerable strength and during the past couple
of months there has been a veritable rally in both
currencies. We see the Swedish krona as close to
fairly valued against the euro and envision only a
slight further strengthening towards 10 krona
per euro in the year ahead. The Norwegian krone
has more potential to strengthen reflecting a
more rapid return to normal in monetary policy as
Norges Bank raises rates. At the same time,
capital outflows related to the oil sector will be a
considerable drag.

Please see important disclosures at the end of this document

2

Retail sales in the Nordics jumped up in the early summer, the development in the autumn has
been mixed
A common trend among the Nordics is the shift of consumption from services to goods
Uneven retail trade partly explained by less cross-border trading

Both consumer sentiment and retail sales
turnover in the Nordic countries dipped in the
spring due to the uncertainty and restrictions
brought by the coronavirus. Historically the
recovery of the consumer sentiment is key to
recovery in the retail trade sector. This is also
what we saw in the spring; the rapid rebound of
the consumer sentiment was followed by an
increase in retail sales across the Nordics.
Sectoral differences have also been large during
the pandemic. In all Nordic countries, homerelated sectors thrived at the beginning of the
crisis, while clothing and jewellery stores
suffered, as people spent most of their time at
home. According to recent card transactions data,
similar trends are visible also in the second wave.

However, by looking at the data from the recent
months, large differences between the Nordic
countries are visible, and the development of the
consumer sentiment seems to have had less
impact on retail sales turnover than usually. In
some countries retail trade has boomed, while
much less so in others. Also, consumer confidence
has developed in different ways during the
autumn.
The comeback of the virus during the autumn
brought some dark clouds over retail sales, but the
prolongation
of
the
pandemic
shifted
consumption from services to goods and
accelerated the shift from stores to online.
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In Norway, the drop in retail sales during the
spring was non-existent, and the increase in the
spring and the summer was notable in a Nordic
comparison. Lower mortgage rates, government
support, and the recovery of consumer sentiment
all supported retail sales.
Also, the drop in cross-border trading contributed
to the elevated sales in Norway. Nordic customers
like to go shopping on the other side of the border
during normal times. Especially cheaper alcohol
has traditionally been in high demand. The change
can be illustrated by looking into data from
Sweden’s Systembolaget. In the third quarter of
2020, there is a sharp drop in sales in the crossborder regions (especially Jämtland and Värmland)
in contrast to the rest of Sweden.
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On the other hand, in southern Sweden, an
increase in alcohol sales is visible as Swedes could
not go shopping to Denmark or Germany.

development of retail sales in Finland has been
more stable than in Denmark or Norway. Overall,
Finland has performed better than the euro area
on average.
Also, in Sweden, retail sales have remained
surprisingly resilient. According to Swedbank Pay,
restrictions have mainly impacted services,
although there are signs that spending on goods
is also slowing down. Sales of clothes and
footwear plunged again at the end of October.
While spending on home electronics has remained
elevated and was also boosted by Black week.

The data on retail sales reveals that elevated
internet sales has been a major contributor to
the increase in retail sales in Sweden. A similar
surge in e-commerce is visible also in other
Nordic countries.

Retail sales in Norway remain at a high level
despite the dip at the end of the summer. With
renewed restrictions in services, spending on
goods is expected to remain resilient in Norway.
This is the case also elsewhere in the Nordics. In
Denmark, retail sales surged in October due to the
pay-out of the holiday back-pay of more than DKK
45 bn. Especially DIY and electronic stores have
benefitted from the holiday money and
restrictions in other areas.1
In Finland, retail sales have continued to increase
during the fall, and according to card transactions
data by Nordea2, spending on goods remains at a
higher level than a year ago. DIY category and
grocery stores have fared well during the fall. The

1

Danske Bank, Spending Monitor
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An accelerated shift from stores to online is likely
to continue in the post-corona era. This applies
not only to items such as clothes or home
electronics but also to essential items such as
groceries and health products.
As long as restrictions on travel and services are
in place, retail sales continue to benefit from the
shift of consumption from services to goods. We
expect Black Friday and Christmas shopping also
to support retail sales during the rest of the year.
On the other hand, according to the latest
sentiment indicators, retail sales expectations
are rather murky at least in Sweden and Finland.

2

Nordea, Corona Barometer
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This report has been compiled by analyst(s) at Swedbank Macro Research, a unit
within Swedbank Research that belongs to Swedbank Large Corporates &
Institutions (“LC&I”). Macro Research are responsible for preparing reports on
economic developments in the global and domestic markets. Macro Research
consists of research departments in Sweden, Norway, Finland, Estonia, Latvia, and
Lithuania.
Swedbank Macro Research 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.
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.
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.
This report by Macro Research is issued by the business area LC&I 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).
This document is being distributed in the United States by Swedbank and in
certain instances by Swedbank Securities U.S. LLC (“Swedbank LLC”), a U.S
registered broker dealer, only to major U.S. institutional investors, as defined
under Rule 15a-6 promulgated under the US Securities Exchange Act of 1934, as
amended, and as interpreted by the staff of the US Securities and Exchange
Commission. This investment research is not intended for use by any person or
entity that is not a major U.S institutional investor. If you have received a copy of
this research and are not a major U.S institutional investor, you are instructed not
to read, rely on or reproduce the contents hereof, and to destroy this research or
return it to Swedbank or to Swedbank LLC. Analyst(s) preparing this report are
employees of Swedbank who are resident outside the United States and are not
associated persons or employees of any US registered broker-dealer. Therefore,
the analyst(s) are not subject to Rule 2711 of the Financial Industry Regulatory
Authority (FINRA) or to Regulation AC adopted by the U.S Securities and Exchange
Commission (SEC) which among other things, restrict communications with a
subject company, public appearances and personal trading in securities by a
research analyst.
Any major U.S Institutional investor receiving the report, who wishes to obtain
further information or wishing to effect transactions in any securities referred to
herein, should do so by contacting a representative of Swedbank LLC. Swedbank
LLC is a U.S. broker-dealer registered with the Securities and Exchange
Commission and a member of Financial Industry Regulatory Authority and the
Securities Investor Protection Corporation. Its address is One Penn Plaza, 15th Fl.,
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New York, NY 10119 and its telephone number is 212-906-0820. For important
U.S. disclaimer, please see reference:
http://www.swedbanksecuritiesus.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:
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.
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, 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.
In Swedbank Macro Research, a unit within Swedbank Research, 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 Macro 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.
An investment recommendation is normally updated twice a month. This material
may not be reproduced without permission from Swedbank Research, a unit
within LC&I. 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 LC&I, Stockholm.
Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm.
Visiting address: Malmskillnadsgatan 23, 111 57 Stockholm.
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