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Introduction

Weak currencies to prompt profit-led recoveries
Countries that made a marked recovery after the global financial crisis are generally more dynamic economies, but they have also been able to maintain weak currencies and create profit-driven expansions. On the
other hand, countries that lost the currency war are still hovering at around roughly the same GDP they had
before the global crisis. The Nordic countries are on different sides of the fence. Norway and Sweden have
recovered strongly, while Finland and Denmark still have lower GDP than before the global financial crisis.

What is happening with the international monetary
system? Huge swings of global capital flows, especially into and out of emerging markets, have led to
more exchange rate fluctuations. The situation is
reminiscent of currency wars and competitive devaluations where central banks, to prevent their currencies from strengthening, ease rates immediately
when other central banks ease their policies. In
practice, many central banks have changed from
forward-looking policies that were relatively rulesbased, though not mechanical, to more discretionary decision-making. An example is the discretionary sequence, like currency wars, of QE begetting
QE from the US to Japan and to the eurozone.

led to a global currency war. By definition, not all
countries can win a currency war at the same time.
The countries that recovered markedly since the
2008-09 global crisis were able to maintain weak
currencies and create profit-driven expansions, as
in the US, the UK and Germany. On the other hand,
countries that lost the currency war were stuck with
currencies that were too strong, and they were unable to create profit-driven expansion. They are still
hovering at roughly the same levels of GDP as they
had before the global crisis; for instance Japan and
the eurozone nations excluding Germany.

Why did central banks around the globe turn to currency war-like policies following the global financial
crisis in 2008-09, after a long period of policies that
were more rules-based? This time around, many
highly indebted governments could not afford to
stimulate the economy by large fiscal programmes.
Moreover, once the acute crisis was over and economic prospects improved, numerous households
lacked the financial muscles to raise spending markedly to fulfil their pent-up demand, especially in the
US. Instead, the economic stimulation had to come
from monetary policy accommodation. First, central
banks lowered their policy rates sharply, to almost
zero in the US. Then the Federal Reserve eased
policy further via a sequence of asset purchasing
programmes (QE), which weakened the USD.
In the US, the relatively weak USD made it easier
for businesses to raise prices and profits; wages
were held back by high unemployment. Those favourable conditions boosted a profit-led expansion.
It was slower than the expansions after the recessions in 1990-91 and 2001, which were driven by a
combination of fiscal policy and pent-up demand.
However, other currencies such as the JPY and
EUR were too strong, which made it hard to create
profit-driven expansions in the economies of those
currencies. Japan and the eurozone tried to weaken
their currencies by also undertaking QE, but it only

The incentive in depreciating a currency to increase
profits remains for those weak economies, the eurozone in particular, that have to consider the
weaknesses in peripheral member states. In our
view, the global currency war is far from over, although tensions are likely to ease when the Federal
Reserve tightens policy further.
However, policy tightening in the US could also
create new types of problems. Further rate hikes in
the US could lure capital to the country and lead to
capital flight and unwanted currency weakening in
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primarily emerging markets. Currencies in economies with better macroeconomic fundamentals,
such as India, will likely depreciate less, while currencies in emerging economies with weak fundamentals could depreciate sharply.

subdued, while highly indebted households are restraining private consumption spending. Moreover,
there is no room for fiscal expansion. Our GDP
forecast for 2016 is a meagre 0.3 percent, compared to 1.2 percent in 2015.

Nordic countries – different sides of the fence

In Finland, GDP data for Q1 2016 revealed that
construction is growing robustly after three years of
contraction. However, residential building activity is
highly concentrated in the Helsinki region, and the
gap between housing demand in such urban
growth hubs and the rest of the country has widened further. We expect construction to be a major
driver of overall growth in 2016-17. We forecast
GDP to grow by 1.0 percent in 2016, compared to
0.7 percent in 2015.

The Nordic countries are on different sides of the
fence. The economies in Norway and Sweden recovered strongly after the global financial crisis in
2008-09. At present, their GDP levels are roughly
12 percent higher than before the crisis. However,
the economies of Finland and Denmark have not
recovered much. Their current GDP levels are still 6
percent and 2 percent lower respectively than before the global financial crisis.
In Sweden, Q1 GDP grew by 0.5 percent q-o-q,
compared to 1.6 percent in Q4 2015. The labour
market is plausibly tighter than the headline unemployment rate indicates. The shortage of skilled
workers is becoming problematic, which could elevate wage growth for those bottleneck categories.
Low imported inflation will likely continue to weigh
on headline CPI in the future. The trade-weighted
SEK will probably continue to strengthen due to
strong Swedish fundamentals, such as broadbased high GDP growth, a tightening labour market, strong public finances and relatively low risk in
the banking system. For 2016, our forecast for inflation is 1.0 percent and for GDP growth 3.6 percent.

The Norwegian economy has been hit hard by the
sharp decline in oil prices. Exports of investment
goods for oil exploitation and domestic investment
in the oil sector have declined sharply. Mainland
GDP is declining, though due to temporary factors it
increased slightly in Q1 2016. The economic momentum looks weaker than Norges Bank had assumed, despite a stronger-than-expected expansionary fiscal policy. Moreover, the Q2 investment
survey points to a 15 percent drop in oil-related investment this year. Furthermore, employment will
likely stay flat ahead or even fall slightly. This year
will probably see negative real wage growth for the
first time in twenty years. Finally, inflation should
start trending down in the second half of this year
due to the waning effect of past NOK depreciation.
In 2016, mainland GDP will likely grow by 0.8 percent, compared to 1.0 percent in 2015.
Despite a cooling Norwegian economy, the housing
market has picked up steam again. The trend in
housing prices has turned positive, after falling for
twelve months. Prices in the Oslo region in particular are being pushed up by a tight supply side.
Household credit has been growing faster than
Norges Bank expected, which could lead to a further delay of the next policy rate cut.

“Stay” is our main scenario in EU referendum

Denmark’s GDP grew by 0.5 percent q-o-q in the
first quarter of this year, which was stronger than
expected. However, for the rest of the year, we continue to expect economic growth to be mediocre at
best. Danish investment will likely continue to be

4

With only two weeks before the EU referendum on
June 23, opinion polls have shifted toward a higher
majority of people who say they will vote for the UK
to leave the EU. However, the number of currently
undecided voters, as well as the actual number of
people who will turn out at the voting booths, is
large enough to shift the outcome of the referendum. Nevertheless, our main scenario for the referendum is that the UK will stay in the EU.
Petter Lundvik, +46 8 701 3397, pelu16@handelsbanken.se
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US

Next rate increase likely in September
We expect a gradual economic slowdown in the US, likely ending in recession in one to two years. We anticipate that inflation will continue to increase, with the core measure rising to 1.9 percent by the end of this
year. We revise our Fed forecast and now expect the next rate increase to occur in September of this year. We
expect the policy tightening to continue until the policy rate reaches subnormal 2.0 percent.

We think that the soft patch seen at the beginning
of this year has now vanished. Incoming economic
1
data so far point to GDP growth of 2.5 percent in
the second quarter, up from 0.8 percent in the first
quarter. We anticipate that inflation will continue to
rise ahead, primarily driven by the tighter labour
market, the more favourable USD rate and the recent oil price increase to USD 50 per barrel, up
from USD 26 in February.

premiums on corporate loans sharply. At present,
the yield spread between investment grade (BBB)
corporate and government debt is 2.8 percentage
points. A policy tightening by the Fed on top of this
likely would sharpen financial conditions for corporate loans further.

The business cycle will continue to progress even if
the Fed does not tighten monetary policy. The expansion that followed the 2008-09 recession was
primarily driven by favourable economic prospects
for businesses. However, this expansion eventually
led to labour market tightening and wage growth,
which squeezed profit margins and elevated delinquency rates for corporate loans. Since the beginning of 2015, the delinquency rate has been increasing in y-o-y terms.

Commercial banks likely are concerned that loan
delinquencies will rise further and are gradually
tightening credit standards, according to the Fed’s
Senior Loan Officer Opinion Survey. However, so
far, commercial banks have not increased the risk
1

We expect that the tightening of financial conditions
and declining profit margins will gradually weigh on
investment and employment in the corporate sector. The unemployment rate is now 4.7 percent and
likely still declining. The median of the Fed officials’
individual assessments of the equilibrium unemployment rate is 4.9 percent, which indicates that
wages will continue to increase at the expense of
profits. In other words, it appears that profit margins
are set to decline even more in the future, which
would lead to further deterioration of financial conditions for corporations and a continuation of the
slowdown in corporate investment and employment. We expect that this trend will end in recession in one to two years. Once this happens, the
dynamics will change. The gradual decline suddenly will turn into a sharp contraction.

Including May’s weak ISM manufacturing and labour market data.
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sharply and priced out a rate hike in June; the implied probability fell to almost zero, something
Yellen’s speech on June 6 did not change. In our
view, a rate increase in June is impossible as long
as markets are not pricing in such a move.

The investment regression is based on the financial
conditions in the corporate sector, namely widening
corporate bond spreads, increasing delinquency
rates and tightening standards for corporate loans,
as well as declining corporate profit margins. It indicates that those conditions capture most of the
variation in corporate investment excluding mining
and oilfields. Moreover, as the graph above shows,
out-of-sample forecasts appear to be very robust.
We expect that private consumer spending will remain the primary growth engine, buoying GDP
growth, despite likely further monetary tightening by
the Fed. So far, private consumer spending has
been driven more by rising employment than by
wages. However, in the future, as the labour market
tightens further, we expect wages to become the
main driver.

Next rate increase likely in September
In her speech in Philadelphia on June 6, Fed Chair
Janet Yellen said that additional gradual interest
rate increases are likely to be appropriate, but was
silent on their precise timing, an omission viewed
as a signal that a move in June is off the table.
Yellen’s comments were less specific than in her
previous remarks regarding when she thought the
Fed should increase rates again. On May 27 at
Harvard University, she said an increase would
likely be appropriate in “coming months”, a phrase
she did not repeat in Philadelphia ten days later.
We think the reason behind this was the sharp
slowdown in employment growth, as these data
were released between the two speeches. Only
38,000 persons were added to non-farm payrolls in
May compared to 177,500 on average during the
four previous months. Financial markets reacted

6

With that, June is off the table. The next two Federal Open Market Committee (FOMC) meetings
after June are on July 26-27 and September 20-21.
The last meeting has a scheduled press conference
for Yellen, which would give her an opportunity to
explain any decisions from the meeting thoroughly.
We expect that the Fed would like to see a rebound
in employment growth before it raises its policy
rate. The employment reading for June will be due
in early July and the reading for July will be due two
days after the FOMC meeting in July. Thus, a cautious FOMC might want to wait until the September
meeting to raise interest rates, although waiting that
long would increase the risk of new, soft incoming
data and financial markets once again pricing out a
previously expected rate hike.
This year, Yellen’s semi-annual monetary policy
testimony to the Congress will not be in the middle
of July as usual. Instead, it will be on June 21-22,
which makes it difficult for Yellen to use her testimony as an opportunity to signal a move at the July
meeting. Our expectation is that the next rate increase will occur at the September meeting.
In our view, GDP gradually will slow further ahead
until the economy is hit by recession. We expect
this to occur in one to two years. Thus, the longer
the FOMC postpones a rate increase, the higher
the risk that the Fed would not tighten policy much
more during this economic expansion.
Petter Lundvik, +46 8 701 3397, pelu16@handelsbanken.se
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Eurozone

Consumption: as good as it gets
The eurozone economy surprised on the upside at the beginning of the year, as consumption in particular has
gained strength. However, we expect that the contribution to GDP growth from consumption – private and
government – has peaked, and that the recovery will be modest at best in the quarters ahead.
As we have emphasised for some time, the eurozone economy has been out of sync and underperforming relative to the recoveries in the US and UK
over the last four years. Still, there appear to be
limits to how quickly these economies can diverge,
as shown by the outperformance of the eurozone
economy in the first quarter of 2016.
Real GDP growth accelerated from 0.3 percent in the
fourth quarter of 2015 to 0.5 percent q-o-q in the first
quarter, thereby reaching the highest growth rate in a
year during a time when economic growth was supported by lower oil prices and expanded monetary
easing. GDP growth was higher than most expected
in Q1, outpacing the corresponding growth rates in
the US and UK, and finally lifted GDP to where it was
before the Great Recession. We believe that the main
reason behind the increase was a boost in private
consumption supported by some pent-up demand
and lower energy prices. Additionally, industrial production picked up in Q1 (by almost 1 percent), helped
by mild weather and stronger auto sales.

Private consumption support challenged
Looking ahead, we think that growth in the eurozone
probably will continue to rely on domestic demand,
and especially private consumption. Undoubtedly,
private consumption has been underpinned by the
lower oil prices and to some extent rising stock prices,
although the latter appears vulnerable and recently
has lost traction due to falling consumer confidence.
Moreover, if oil prices were to remain around USD 50
per barrel, the loss of support from the lower price of
oil to household purchasing power should become
significant in the second half of the year.

However, we doubt that even this moderate growth
rate can be sustained in the quarters to come, as
we believe many of the supporting elements will
prove to be fleeting, as implied by sentiment indicators and financial conditions.

On the other hand, households have received some
fundamental support from lower unemployment,
rising housing prices and increased reassurance
(helped by the ECB) that interest rates will stay low
for an extended period of time.
The unemployment rate surprised once again, with
a larger decrease than expected in March lowering it
to 10.2 percent. However, labour market indicators,
such as EC employment expectations for the next 12
months, have suggested that the eurozone employment is entering a more stable period, most likely as
a lagged consequence of the weak growth during
2015. We do not expect the acceleration in Q1
growth to change this picture materially. The fact that
unemployment is still above the NAIRU, and is expected to remain that way for some years ahead, will
not result in wage pressure any time soon.
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On aggregate, annual housing price growth in the
eurozone has reached its highest point since early
2008. However, given that we expect the improvement in unemployment to slow this year and the
effect of lower interest rates to be more negligible,
we believe that housing price growth most likely will
slow this year.

Households already appear to consume significantly from disposable income. In 2011-12, austerity hit incomes and forced the savings rate down.
Since then, real income improved sharply, helped
by low inflation and less depressing austerity invoked by governments. Consumption growth accelerated significantly, catching up with the low savings rate. As we expect employment growth to decline and that wage formation will not pick up any
time soon, we believe the savings rate has hit bottom. Moreover, we expect declining support from
low energy prices to purchasing power.

Government consumption support waning
The improvement in government deficits has been
softening for some years now, leaving less of a potential positive impact from government spending.
As balance-improving measures wane, the impulse
from these looks set to be more neutral in the years
ahead, unless the EC allows markedly increasing
budget deficits in the years to come.

The fresh EC country-specific recommendations were
tainted by breaches from several countries, and while
Italy appears to have been granted some leeway, it
remains to be seen whether Spain and Portugal will
be sanctioned in some way – probably not. The bottom line is that we do not expect the EC to allow deviation from targets, but given some growing consensus about fiscal policies assuming a larger role in
stimulating activity as monetary policy tools are depleted, we should expect the lenient stance to continue ahead, as well as further acceptance of target
violations. Still, this probably will not be enough to increase the contribution to growth from government
spending as was seen in the last three years.
All told, even though the eurozone economy offered
glimpses of hope in Q1, we believe that was probably as good as it gets, as many factors that orchestrated support for consumption growth culminated
last quarter. Accordingly, we expect this support to
wane in Q2 and beyond. Meanwhile, there are virtually no signs that exports are about to accelerate
and compensate for the weaker consumption picture. Thus, we expect modest growth ahead.
Rasmus Gudum-Sessingø, +45 46791619, ragu02@handelsbanken.dk
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United Kingdom

What will happen after June 23?
With only two weeks before the EU referendum, opinion polls have shifted toward a higher majority of people who say they will vote for the UK to leave the EU. However, the number of currently undecided voters, as
well as the actual number of people who will turn out at the voting booths, is large enough to shift the outcome of the referendum. What might we expect from either a ‘stay’ or ‘leave’ outcome?

Background

Economic performance so far

After Prime Minister Cameron announced a coming
referendum on EU membership in January 2013,
investors began to act more cautiously. Opinion
polls have now shifted from a “Bremain” scenario to
a “Brexit” scenario, but as June 23 approaches,
opinions could shift. For that reason, we will not
speculate here on the referendum outcome, but
instead focus on possible economic consequences
of the two scenarios. Our main scenario is that the
UK will remain a member of the European Union.

GDP growth has weakened slightly in the first quarter compared to Q4 2015, driven by lower investment growth and weaker export growth. This
means that domestic factors still are the main drivers of the economy, as they have been for quite
some time. Private consumption is supported by
strong wage growth, especially in the services sector, and the low rate of inflation will most likely continue to support household purchasing power.

No matter if opinion polls are trustworthy or not, they
signal how voters shift their views. In our view, it is
crucial for pro-EU politicians to get the British people
to the polling places, especially the undecided ones,
as they tend to vote for the current condition. However, as younger people in general tend to favour
staying in the EU and elderly voters lean toward leaving, the outcome will hinge on who shows up to vote.

If the referendum were to approve of the UK leaving
the EU, the uncertainty in itself would be enough to
slow domestic demand. Higher uncertainty will reduce confidence, holding back spending decisions
and tightening financial conditions due to a higher
risk premium, which in turn would increase the cost
of finance. Uncertainty is one of the greatest obstacles to economic growth.

What might a “leave” vote mean?

In an uncertain world, people tend to prefer simple,
clear messages, and this is what the pro-Brexit
campaign offers. It is also clear that those who want
change are more engaged than those who are
comfortable with the status quo.

The immediate economic impact of leaving the EU,
according to the Treasury’s latest economic analysis, is quite clear: it would give a profound shock to
the economy. That shock would push the UK into a
recession and lead to an increase in unemployment
of around 500,000. The Treasury further estimates
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that, compared with a result to stay in the EU, GDP
would be 3.6 percentage points lower, average real
wages would fall, inflation would rise while the sterling would weaken, housing prices would be hit,
and public borrowing would rise.
This “shock scenario” is one of the most pessimistic
at the moment. There is also a “severe shock scenario” with an even greater impact on the economy.
We could agree that the UK’s economic performance would suffer from a “leave” vote, but it is difficult to predict to what extent. The eurozone economy would also take a hit. How would the UK contribution to the EU budget be distributed among remaining countries? More EU members may want to
renegotiate their terms with the EU, and the relationships between politicians within the eurozone
and the UK will likely become more strained.

partly driven by investors’ fears about the outcome
of the UK referendum. Signs of an economic slowdown are also contributing to sterling volatility.
If the referendum results in favour of the UK leaving
the EU, European policymakers could feel forced to
offer Cameron a better deal, in our view. The probability would also be high for another independence
referendum in Scotland, as First Minister Nicola
Sturgeon has said repeatedly that Scotland wants to
be a member of the EU. Political tensions would escalate within the UK and the sterling would depreciate vs. all major currencies, with significant implications for asset prices and a major risk of investments
deteriorating due to higher uncertainty. A fairly fast
reversal of some of the drop in GBP could result
from investors seeing lower risk in buying sterling.

Foreign corporations would be hesitant to invest in
a UK that is outside the EU. The huge current account deficit, at 7 percent of GDP, widened in Q4
2015 due to a slump in investment income. As the
UK is dependent on foreign investments, this is one
of the greatest threats to the economy ahead. Why
should a Japanese carmaker continue to produce
cars in a country that may introduce trade barriers
and tariff rates with the EU? London has the highest number of non-domestic corporate headquarters among European cities: how would they react?
Leave London for another European capital?

Standard & Poor’s has recently stated a Brexit could
cause the sterling to lose its position as a safe haven. Sterling lags only the USD and EUR in central
banks’ holdings, a legacy of Britain’s large economy,
its trusted legal system and use of English as a
global lingua franca; but a vote to leave the EU may
dethrone the GBP and would even threaten the nation’s top AAA credit rating, according to S&P.

Stay: what to expect
Since the end of last year, the appreciation of the
sterling vs. the EUR has turned into deprecation,
partly driven by investors’ fears about the UK referendum outcome. Signs of an economic slowdown
are also contributing to sterling volatility. If the
“stay” campaign wins, we believe GDP will likely
bounce back in Q3 and some reversal of the sterling depreciation is probable.

Sterling as safe haven
Since the end of last year, the appreciation of the
sterling vs. the EUR has turned into deprecation,
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If the “stay” campaign wins, GDP will likely bounce
back in Q3 driven by higher investment growth and
private consumption due to lower uncertainty. The
Bank of England could then focus on how to reach
the inflation target and, in due time, actually begin
to discuss when to start increasing the Bank rate.
The GBP will likely continue to be seen as a safe
haven, and the renegotiated terms with the EU from
January this year would take place immediately on
the day after June 23. This is our main scenario –
that there will be a Bremain.
Helena Trygg, +46 8 701 12 84, hetr01@handelsbanken.se
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Emerging markets

Slightly better but still gloomy
China’s authorities are still in control of the CNY exchange rate but are only half-heartedly pursuing the “basically stable” FX policy. Most emerging markets (EM) currencies are vulnerable to the US Fed rate tightening
that seems to be looming. Russia is finally getting some tailwind from the increasing oil price, whereas politics
in Brazil remain the dominant theme there.

China’s FX policy still unclear
China’s economic growth appears to have stabilised temporarily following the gradual growth
slowdown in recent years, and it has even picked
up somewhat in recent months. The stabilisation is
due not least to the recovery in China’s property
market, particularly in the largest cities, with a
turnaround to positive growth in building starts and
construction investments.
Sceptics may claim that the housing market recovery is solely policy-driven, with “true” demand still
muted. Indeed, supporting the property market is an
obvious choice for the authorities to ensure fulfilment of the targets for both overall GDP growth and
particularly fixed investments growth, now that
curbing oversupply in heavy industries is another
stated policy goal. It might be true that the recovery
is policy-driven, but global commodity producers
probably do not care whether the increased demand is driven by unhealthy stimulus or the true
desire of households to purchase dwellings. Admittedly, however, a “true” recovery is likely to last
longer than one that is policy-driven.

During May, the CNY was allowed to depreciate
versus the USD and is almost as weak as in early

January, when it reached the weakest level since
early 2011 amid widespread devaluation fears. Also
during May, the USD strengthened versus most
other currencies. Thus, China’s effective or tradeweighted exchange rate was fairly stable in May, in
line with the official policy of aiming at a stable CNY
with reference to a basket of currencies. However,
the effective exchange rate was not stable from December, when the new policy was first mentioned,
until May. During that period, the CNY did not appreciate enough versus the USD to counter the general
USD weakening. It thus remains unclear, in our view,
which FX policy China is really pursuing. We continue to expect the authorities to let the CNY weaken
gradually versus the USD in the next 12 months.

External headwinds in South-East Asia
The weakness of global trade is being felt in SouthEast Asia with only a few exceptions. Malaysia, the
Philippines, Vietnam and Bangladesh have been
able nevertheless to keep trade volumes on a positive growth trend. In the case of Vietnam and Bangladesh, cheap labour costs have fed foreign direct
investments into the economies. Malaysia is benefiting from a weaker currency that has made its exports more competitive. China’s fixed asset investments are the major driver for the region’s exports;
thus, the weaker Chinese investment cycle has had
a major bearing on the outlook for the region. The
highly trade-dependent economies of Taiwan and
Hong Kong were the two worst performers in Q1,
while the economies of the Philippines, Bangladesh
and Vietnam had the fastest growth, above 5 percent
of GDP. Given all of these headwinds to growth, a Vshaped recovery in external demand is unlikely to be
lurking around the corner in the region.
Despite external headwinds, GDP growth in SouthEast Asia has been surprisingly stable, in our view,
due to resilient domestic demand. However, domestic demand may well have already peaked, as
credit growth is slowing markedly and the investment cycle looks to be maturing in large parts of the
region. Policy support could be on the cards for the
region, if growth disappoints.
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Indian rupee likely to be hit by a US rate hike

More reasons for optimism in central Europe

Two urgent major reforms were finally launched in
India in the beginning of May. First, the government
persuaded Mauritius to stop allowing domestic
money from leaving India and returning in the form
of tax-free Mauritian investments. Second, India’s
parliament passed a much-awaited bankruptcy
code to come to terms with bankrupt, indebted corporations and loans under recovery. India is ranked
th
136 in the world at resolving insolvency. However,
the change will not likely yield immediate results,
because the infrastructure needed to run the new
bankruptcy law is still some years away.

There are more reasons for optimism in central
Europe and the Baltics. Most of these countries
should be able to continue growing at a decent pace.
In the region’s largest economy, Poland, Q1 was relatively weak. However, most forecasters believe this
was a temporary slowdown. The Polish economy is
expected to pick up during the course of 2016, with
full-year growth likely to match that of 2015. Solid
growth is also expected in 2017 and 2018.

The Reserve Bank of India (RBI) expects the INR to
depreciate once the US central bank starts raising
rates. A US rate hike will probably weaken global
investors’ appetites for Indian assets and lead to
capital flight. However, we believe India is likely to be
hurt less than other emerging market economies,
given its better macroeconomic fundamentals.

Against this backdrop, Poland’s National Bank may
want to retain its current monetary policy stance, in
spite of inflation remaining far below its official target. The PLN (zloty) is likely vulnerable to Fed policy rate tightening but should eventually strengthen
again. As for the government’s economic policies,
the verdict is still out. There is still no concrete plan
in sight with regard to converting FX-denominated
mortgages into local currency, which may turn out
to be damaging to the banks.

Russia: a better outlook, but not brighter

Brazil’s political situation still messy

While the Russian economy continues to struggle,
many forecasters have become somewhat more
optimistic about the immediate future. This partly
reflects stronger-than-expected Q1 data. On a more
fundamental level, Russia may look forward to a
short-term boost from the gradual rebalancing of
the global oil market that now seems underway.

Following the impeachment of President Dilma
Rousseff, the new government has taken a few
steps to improve the public finance. Much more is
needed, in our opinion, and we have yet to see if the
new government and central bank head are able and
willing to deliver. We expect GDP to stabilise toward
the end of 2016, as the marked BRL weakening in
2015 leaves Brazil with huge export potential.

The modest recovery in oil prices so far suggests
that Russia’s federal budget deficit will not change
much this year. If oil prices remain at current levels
or trend higher, there is thus some leeway for fiscal
adjustment to be put on the backburner for a while.
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Sweden

The door may be open for a rise in domestic inflation
Data on inflation now reach higher than most readings from the past two years, almost regardless of which
inflation measure is studied. However, forecasts for a stronger SEK and negative base effects at the start of
next year most likely will work against a further rise in inflation. Nevertheless, recent demand and labour
market trends could favour higher inflation ahead, at least if money supply were the deciding factor.

After reviewing consumer price data, we conclude
that the rise in inflation over the two past years is
indisputable. Almost every measure indicates that
inflation rates have climbed substantially since the
trough in early 2014. The ‘services excluding housing’ component boasts the steepest inflationary increase; it was nearly 2 percentage points higher in
Q1 2016 than in Q1 2014. By coincidence, this
component encompasses most of the Riksbank’s
inflation forecast error (i.e. undershooting) over the
past years. As for the other inflation measures
2
shown in the graph below , all of these show a significant albeit slower rise: between 1.0 and 1.4 percentage points (compared to two years ago). All
told, inflation on a par with the Riksbank’s 2 percent
target is no longer that far off, at last.

In general, there appears to be widespread consensus about the importance of imported inflation,
which undoubtedly held down the inflation rate
markedly in 2013 and 2014. Secondary effects (on
domestically set prices) are being stressed more
and more in addition to the direct price impulse
2

Where Und24 and Trim85 are aggregates of underlying
inflation calculated by the Riksbank.

from imports. One common theme emerging in
some analyses is a higher impact from imported
prices on domestic prices (e.g. driven by ‘globalisation’ or ‘digitalisation’). Given the possibility of such
a recent – or ongoing – structural shift, there should
be limited grounds for capturing these ‘new’ price
dynamics from time series data. Instead, we take a
step back and take inventory of the data we already
have, namely for the ‘old’ price dynamics, as part of
our analysis of this common theme.
We explore two extremes for domestic price dependence on import prices: 1) there is no impact
from import prices; and, 2) domestic prices are decided only by import prices (i.e. the polar opposite).
To assess the entire spectrum of possible influence
from import inflation, we construct two hypothetical
CPIF paths: one calculation (A) where the domestic
component (around 65 percent of the CPIF basket)
is assumed to be totally independent of import
3
prices, which in turn are held constant ; and, an
estimation of CPIF (B) using import prices as the
sole predictor (see graph on the next page). Put
differently, there are no second-round effects on
domestic prices in (A), and by excluding imported
inflation we display ‘the domestic element in actual
CPIF inflation’. Meanwhile in (B), CPIF inflation is
determined by a combination of first-round (direct)
and second-round (indirect) impacts from import
4
prices . Keeping our focus on the past two years,
actual CPIF inflation has risen by 1.5 percentage
points, whereas (A) and (B) show a rise of 0.9 and
2.2 percentage points respectively. As such, ‘reality’
appears to conform to a linear combination somewhere in the middle of the two extremes.

3

An alternative would be to hold FX rates (as per the
KIX) constant instead. However, our analysis of the import price component and SEK valuation (in terms of the
KIX) shows that currency is significant. Roughly, most of
the import price variation is explained by currency swings.
4
The estimation results are not robust over time. The
results are highly dependent on the estimation period.
The exclusion of 1980s and 1990s, with large inflationary swings, practically ruins the show.
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This confirms our earlier notion that it is reasonable
to expect some degree of second-round effects from
import prices, but that there should be significant
independence in setting domestic prices. Obviously,
this analysis is not capable of capturing any potential
‘new’ price dynamics; all the same, we still remain
somewhat sceptical toward such a hypothesis. Most
likely, the magnitude and time structure of secondround effects should depend on a set of time-varying
factors. Accordingly, we are not overly optimistic
about the feasibility of identifying ‘the long-run
model’. Bottom line, our view is that disinflationary
trends – still prevalent in some foreign markets –
should not be expected to depress Swedish domestic inflation systematically in the longer run.

Given the strong support from currency impacts on
imported inflation as well as the evidence supporting second-round impacts on domestic prices, fo-

14

cusing on the FX market appears to be a reasonable approach for the Riksbank. In fact, the Riksbank has declared its willingness and readiness to
intervene in the FX market to counteract a “toostrong” SEK. However, we think the only realistic
achievement would be to buy time, at most a couple of quarters. That said, we think that winning
against other central banks and the financial market
must be deemed unattainable in the long run, and it
could prove tricky even in the short term. Certainly,
any successful intervention strategy needs to triumph over the hazardous ‘expectation game’.
Given the set of fundamental factors in favour of
SEK strength (e.g. a tight labour market, broadbased high GDP growth, strong public finances and
relatively low risk in the bank system), we are concerned that going against these underlying forces
might result in an ill-fated policy. Based on our FX
forecasts, the likely trend for imported inflation for
the years ahead would give rise to negative impacts
on headline CPI, as suggested by a forecast calculation based on the KIX. Compared to the Riksbank’s KIX projection, the difference in anticipated
trends is narrow.

So, the Riksbank also anticipates a negative CPI
impact from import prices. However, any sustained
inflationary increase compliant with the Riksbank’s
goal of reaching or overshooting the 2 percent target most likely must be broad-based and certainly
not depend mainly on import prices. Looking at
money supply just on the surface, perhaps the rapid
monetary acceleration will suffice. The requirement
for this fundamental factor to steer inflation upward,
in our view, should be red-hot demand and a tight
labour market. Admittedly, the past year moved
Sweden closer to those two requirements.
Anders Brunstedt, +46 701 54 32, anbr42@handelsbanken.se
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Norway

GDP growth hovers around zero
Economic growth for the mainland economy was close to zero in H2 2015 and underlying growth was only
marginally positive in Q1 2016. While momentum looks weaker than Norges Bank has assumed, fiscal policy
will be more of a boost than expected. Housing market concerns will probably make Norges Bank push its
next rate cuts further out in time.

GDP growth for mainland Norway was close to zero
in the second half of last year. In Q1 2016, GDP
growth excluding weather-related power production
was a mere 0.1 percent. Sentiment surveys, including Statistics Norway’s Economic Tendencies and
Norges Bank’s Expectations Survey, indicate that
growth will continue to be flat in the coming months.

in the public sector. Sentiment surveys suggest employment should stay flat ahead or even fall slightly.
Growth in unemployment has slowed, but only due
to a weakening growth rate for the labour force. We
expect unemployment to keep increasing ahead, but
at a slow pace, as we expect growth in the labour
force to remain slightly positive.
Wage growth expectations have been revised down
over the past year. According to the latest Expectations Survey, social partners expect wage growth of
2.4 percent in 2016, which is in line with wage negotiations this year. As it currently stands, real wage
growth will be negative this year, something that has
not happened in the past twenty years. Due to the
waning effect of past NOK weakness, inflation
should start trending down in H2. Again, that could
pose a risk to inflation expectations ahead.
Against that rather bleak backdrop, the government
has decided to try to keep the wheels turning. The
announced fiscal policy for 2016 is quite a bit more
expansionary than Norges Bank expected in March.
Fiscal policy will probably also be more expansionary next year than Norges Bank has assumed due to
higher costs for immigration.

Private consumption growth has slowed, pulled
down by falling goods consumption, but the growth
in services consumption has also weakened. The Q2
investment survey of oil and gas companies confirmed expectations of another large drop in oil investment this year (about 15 percent) and a further
large fall next year (around 7 percent). This implies
manufacturing production, which is highly oil-related,
has not bottomed out, and oil related business will
most likely still be a drag on growth over the next
couple of years.
Along with economic growth, employment growth
has also come to a halt. In the second half of last
year, employment growth was close to zero. In Q1
2016, employment rose by 0.1 percent due to hiring

Despite a cooling economy, the housing market has
picked up steam again. After falling for 12 months,
the trend in housing prices has turned positive.
Prices in the Oslo region in particular are being
pushed up by a tight supply side. Household credit
growth has also been higher than Norges Bank expected going into Q2.
Even though economic momentum looks weaker
than Norges Bank had assumed, we believe a more
expansionary fiscal policy combined with housing
market worries will lead Norges Bank to postpone its
next interest rate cuts. We believe Norges Bank will
signal a probability for a cut in September but not
have it fully priced in until the end of the year.
Kari Due-Andresen, +47 2239 7007, kau01@handelsbanken.no
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Denmark

Strong Q1 GDP growth does not a recovery make
The relatively strong GDP growth of 0.5% q-o-q in Q1 took us by surprise, but we continue to expect economic
growth to be mediocre at best for the rest of the year. With a weakened global outlook, a continuing lack of investment, private consumption being held back by high levels of household debt and no room for fiscal easing,
we see little scope for a stronger recovery to be sustained.

The preliminary GDP figures for Q1 2016 showed an
increase in economic activity of 0.5% q-o-q. This was
markedly higher than our estimate of a 0.2% drop,
and also beat all estimates in the market. Thus, the
strong performance, which came in the wake of the
economy grinding to a halt in the second half of 2015,
was definitely surprising, and went against almost all
of the more timely economic indicators.
The biggest surprise was in private consumption,
which grew by 0.7% q-o-q in Q1. In the same period,
retail sales dropped at the fastest pace since 2008
and both debit card turnover and car sales declined.
Admittedly, almost half of the rise in private spending
was due to marked growth in energy consumption,
but even when taking this into account, the development in the national accounts figures is hard to square
with the mentioned key figures. The same goes for
exports, as the foreign trade statistics had shown an
accelerating decline in exports in Q1, but the national
accounts showed an increase of 0.6% q-o-q.
Thus, we are a bit sceptical about the validity of the
GDP figures. Admittedly, both construction (housing
investments) and the industrial sector had shown a
clear improvement in Q1, and gross value added for
these sectors increased by 4.4%. But the rise in demand in the aforementioned categories is hard to
square with other indicators. We would not be surprised to see some downward revisions to the surprisingly strong pace of economic activity reported in
the national accounts for the first months of the year.
Even if Q1 GDP growth is not revised, we still maintain our below-consensus estimate of full-year
growth of 0.3%. Thus, we do not see the relatively
strong performance in Q1 as a harbinger of an improving economy. The Economic Sentiment Index
(ESI) from the European Commission certainly supports this view, and we believe the Danish economy
will continue to struggle in a low-growth crisis post
the financial recession as we see few obvious drivers that could generate a stronger recovery.

Thus, private consumption will most likely still be
constrained by the high level of household debt, and
the latest decline in consumer confidence supports
the notion that spending growth will slow. This could
be further exacerbated if the improvement in the labour market begins to stall as the weaker growth in
the second half of 2015 takes its toll. Looking at
global economic developments, we do not expect
exports to pick up meaningfully in 2016 either, with
the risk of Brexit also looming around the corner.
Based on OECD estimates, Danish GDP growth
could be reduced by 0.25-0.5 percentage points this
year and next if the UK opts to leave the EU. The
weak outlook is also supported by fiscal policy which
is being tightened to remain compliant with the EU
and domestic rules on budget deficits. Finally, fixed
business investments are still not rising in any meaningful way, hampered by the uncertain economic
outlook both globally and domestically.
In conclusion, even though the stronger-thanexpected GDP growth in Q1 may indicate that our
subdued growth forecast for 2016 looks too pessimistic, we stick with our forecast for now.
Jes Asmussen, +45 4679 1203, jeas01@handelsbanken.dk
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Finland

Construction underpinning growth in 2016
GDP data for Q1 2016 revealed that construction investments are growing robustly, after three years of contraction. Residential building activity is highly concentrated to the Helsinki region and the gap between housing
demand in growth centres and the rest of the country has widened further. We expect construction investments
to be the backbone for overall growth in 2016-17.

GDP data verifies construction recovery
After three years of contraction, construction investments are finally recovering; particularly residential
construction. The construction industry grew by 8.0
percent in Q1 2016. The factors supporting this recovery include urbanisation, low interest rates, pentup demand for smaller apartments, enhanced landuse planning, and the stabilisation in consumer sentiment and unemployment.
Housing market activity is the most robust in growth
centres, as internal migration and smaller households have increased the demand for smaller apartments. The share of one-person household-dwelling
units has risen from 28.2 to 42.2 percent of the total
market in the past thirty years. With the easing of
housing regulations, construction companies are finally able to build more of these smaller apartments,
for which demand is high. Also, real estate funds are
very active in adding to this demand by acquiring
new apartments for rental use; especially in growth
centres. As a result, the supply to meet the pent-up
demand is gradually starting to come though. The
supply-demand imbalance of the housing market
will, however, take longer than a few years to fade.
The gap between housing demand in growth centres
and the rest of the country has widened further, as
evidenced by polarised price trends between the
capital and the rest of the country. The residential
building activity is currently concentrated to the Helsinki region, where over 40 percent of all residential
starts take place.
There is a high variation in prices for different sized
apartments as well, with the price of one-room
apartments in the Greater Helsinki area increasing
rapidly over the past few years, and prices for larger
apartments increasingly only modestly. In the rest of
Finland, prices for old dwellings, in general, have
declined by some 2 percent since 2013.
Also, commercial building is concentrated around the
capital, in areas with good public transportation connections. There are also several large shopping centres either under construction or in the planning
stages in these high-activity regions. Investments in

civil engineering have grown only modestly, but the
Finnish government has launched several transport
projects, amounting to around EUR 700m, which
should help to keep infrastructure investments at a
decent growth rate for the next couple of years.

Overall growth relies on domestic demand
The Q1 GDP data verified that construction investments will be the backbone for overall growth in the
near future. Consumption will add moderately to
this. As sentiment in the Finnish economy has improved somewhat, the construction sector has a
bright outlook for the near future.
A turnaround in the overall economy has materialised and Finnish GDP grew by 1.6 percent y-o-y in
Q1 2016, on the back of private consumption and
construction investments. We doubt that the recovery can be sustained longer term if exports do not
start to expand, as they are so closely linked to the
increase of industrial jobs. Sadly, export volumes still
deteriorated by 2.6 percent y-o-y in Q1.
We keep our GDP growth forecast of 1.0 percent
intact for 2016, and believe investments will likely
be the main driver of this growth.
Janne Ronkanen, +358 10 444 2403, jaro06@handelsbanken.se
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Key ratios
Real GDP forecasts

2015
3.9
1.6
1.0
0.7
1.2

2016f
3.6
-0.1
0.8
1.0
0.3

(Previous
forecast
2016)
3.5
-0.3
0.6
1.0
0.9

EMU
USA
UK
Japan

1.6
2.4
2.3
0.5

1.5
1.7
2.1
0.5

1.5
1.7
2.1
0.5

1.5
2.0
2.0
0.6

1.5
2.0
2.0
0.6

1.4
1.7
1.8
0.7

1.4
1.7
1.8
0.7

Brazil
Russia
India
China

-3.8
-3.7
7.1
6.9

-3.1
-1.5
7.5
6.5

-4.0
-2.0
7.5
6.5

0.2
1.0
7.7
6.3

0.2
1.0
7.7
6.3

1.5
1.5
8.0
6.1

1.5
1.5
8.0
6.1

4.3
2.9
3.6
3.6

2.5
2.4
3.5
3.1

2.5
2.4
3.5
3.1

2.8
2.6
3.5
3.3

2.8
2.6
3.5
3.3

2.6
2.5
3.3
3.0

2.6
2.6
3.3
3.0

2015
-0.1
2.1
-0.2
0.5

2016f
1.0
3.0
0.2
0.4

(Previous
forecast
2016)
1.1
3.0
0.8
1.0

2017f
2.0
1.5
1.0
1.0

(Previous
forecast
2017)
2.1
1.5
1.2
1.4

2018
2.5
1.1
1.4
1.4

(Previous
forecast
2018)
2.6
1.1
1.4
1.4

0.0
1.3
0.0

0.3
1.7
1.3

0.3
1.7
1.3

1.3
2.0
1.7

1.3
2.0
1.7

1.5
2.2
2.0

1.3
2.2
2.0

2017f
7.3
5.0
9.1
6.3

(Previous
forecast
2017)
6.7
5.1
9.3
6.1

2018
7.9
5.0
8.9
6.5

(Previous
forecast
2018)
7.6
5.0
8.9
6.5

10.1
4.6
5.7

10.1
4.6
5.7

9.8
4.7
6.0

9.8
4.7
6.0

Sweden
Norway
Norway Mainland
Finland
Denmark

Czech Republic
Hungary
Poland
Slovakia

2017f
2.4
0.8
1.4
1.2
0.5

(Previous
forecast
2017)
2.4
0.8
1.4
1.2
0.8

2018
2.1
1.2
1.9
0.9
0.5

(Previous
forecast
2018)
2.1
1.2
1.9
0.9
0.5

Source: Handelsbanken Capital Markets

Inflation forecasts

Sweden
Norway
Finland
Denmark
EMU
USA (core)
UK

Source: Handelsbanken Capital Markets

Unemployment forecasts

Sweden
Norway
Finland
Denmark

2015
7.4
4.4
9.4
6.2

2016f
6.9
4.8
9.3
5.9

(Previous
forecast
2016)
6.7
4.9
9.5
5.9

EMU
USA
UK

10.9
5.3
5.4

10.2
4.8
5.5

10.4
4.8
5.5

Source: Handelsbanken Capital Markets
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Currency forecasts
EUR/SEK
USD/SEK
GBP/SEK
NOK/SEK
DKK/SEK
CHF/SEK
JPY/SEK
CNY/SEK

Jun 8
9.24
8.14
11.85
1.00
1.24
8.42
7.59
1.24

Q3 2016
9.00
8.33
11.61
0.95
1.21
8.26
6.94
1.28

Q4 2016
8.90
8.90
11.48
0.94
1.19
8.09
7.42
1.33

Q1 2017
8.80
8.80
11.35
0.93
1.18
8.00
7.15
1.29

Q2 2017
8.75
8.75
11.29
0.92
1.17
7.81
7.00
1.27

End 2017
8.70
8.70
11.60
0.94
1.17
7.77
6.69
1.24

End 2018
8.60
8.19
11.47
0.96
1.15
7.48
6.20
1.17

EUR/USD
USD/JPY
EUR/GBP
GBP/USD
EUR/CHF

1.14
107.24
0.780
1.46
1.10

1.08
120.00
0.775
1.39
1.09

1.00
120.00
0.775
1.29
1.10

1.00
123.00
0.775
1.29
1.10

1.00
125.00
0.775
1.29
1.12

1.00
130.00
0.750
1.33
1.12

1.05
132.00
0.750
1.40
1.15

EUR/DKK
SEK/DKK
USD/DKK
GBP/DKK
CHF/DKK
JPY/DKK

7.44
0.80
6.55
9.53
6.78
6.11

7.44
0.83
6.89
9.60
6.83
5.74

7.45
0.84
7.45
9.61
6.77
6.21

7.45
0.85
7.45
9.61
6.77
6.06

7.46
0.85
7.46
9.63
6.66
5.97

7.46
0.86
7.46
9.95
6.66
5.74

7.46
0.87
7.10
9.95
6.49
5.38

EUR/NOK
SEK/NOK
USD/NOK
GBP/NOK
CHF/NOK
JPY/NOK

9.22
1.00
8.12
11.83
8.40
7.57

9.50
1.06
8.80
12.26
8.72
7.33

9.50
1.07
9.50
12.26
8.64
7.92

9.50
1.08
9.50
12.26
8.64
7.72

9.50
1.09
9.50
12.26
8.48
7.60

9.25
1.06
9.25
12.33
8.26
7.12

9.00
1.05
8.57
12.00
7.83
6.49

USD/BRL
USD/RUB
USD/INR
USD/CNY
EUR/PLN
EUR/RUB

3.46
65.04
66.78
6.57
4.35
73.85

3.70
69.80
68.00
6.50
4.30
75.40

3.90
69.90
68.50
6.70
4.25
69.90

4.10
69.20
69.00
6.80
4.20
69.20

4.20
68.50
69.50
6.90
4.15
68.50

4.20
67.20
70.00
7.00
4.10
67.20

4.00
63.00
71.00
7.00
4.00
66.20

Source: Handelsbanken Capital Markets
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Interest rate forecasts
Policy rates
Sweden
US (range midpoint)
Eurozone
Norway
Denmark
UK

Jun 8
-0.50
0.375
0.00
0.50
0.05
0.50

Q3 2016
-0.50
0.625
-0.40
0.25
-0.65
0.50

Q4 2016
-0.50
0.875
-0.40
0.00
-0.65
0.50

Q1 2017
-0.50
1.125
-0.40
0.00
-0.65
0.75

Q2 2017
-0.25
1.375
-0.40
-0.10
-0.55
0.75

End 2017
0.25
1.875
-0.40
-0.25
-0.45
1.50

End 2018
0.75
2.00
-0.20
-0.25
0.00
2.00

3m interbank rates
Sweden
US
Eurozone
Norway
Denmark

Jun 8
-0.48
0.66
-0.26
1.04
-0.12

Q3 2016
-0.45
0.90
-0.25
0.70
-0.10

Q4 2016
-0.30
1.15
-0.25
0.45
-0.50

Q1 2017
-0.30
1.40
-0.25
0.45
0.00

Q2 2017
-0.05
1.65
-0.25
0.35
0.10

End 2017
0.45
2.05
-0.25
0.20
0.30

End 2018
0.90
2.10
0.00
0.20
0.35

2y govt. yields
Sweden
US
Eurozone (Germany)
Norway
Denmark
Finland
UK

Jun 8
-0.51
0.78
-0.53
0.63
-0.45
-0.49
0.35

Q3 2016
-0.50
1.10
-0.40
0.55
-0.40
-0.35
0.50

Q4 2016
-0.45
1.20
-0.30
0.40
-0.25
-0.25
0.60

Q1 2017
-0.30
1.40
-0.25
0.30
-0.20
-0.20
0.75

Q2 2017
0.00
1.60
-0.25
0.20
-0.15
-0.20
1.00

End 2017
0.50
2.20
-0.20
0.20
-0.10
-0.15
1.25

End 2018
0.95
2.00
0.10
0.20
0.25
0.15
1.75

5y govt. yields
Sweden
US
Eurozone (Germany)
Norway
Denmark
Finland
UK

Jun 8
-0.27
1.23
-0.42
0.78
-0.18
-0.33
0.75

Q3 2016
-0.15
1.50
-0.35
0.75
-0.10
-0.25
0.90

Q4 2016
0.10
1.55
-0.30
0.60
0.00
-0.20
1.10

Q1 2017
0.25
1.70
-0.25
0.50
0.05
-0.10
1.25

Q2 2017
0.55
1.85
-0.20
0.40
0.10
-0.05
1.30

End 2017
0.95
2.20
0.00
0.40
0.30
0.20
1.50

End 2018
1.25
2.00
0.10
0.60
0.40
0.30
2.00

10y govt. yields
Sweden
US
Eurozone (Germany)
Norway
Denmark
Finland
UK

Jun 8
0.62
1.71
0.05
1.29
0.28
0.36
1.39

Q3 2016
0.80
1.95
0.20
1.20
0.45
0.50
1.50

Q4 2016
0.95
2.00
0.25
1.10
0.50
0.55
1.60

Q1 2017
1.10
2.05
0.30
1.10
0.55
0.60
2.00

Q2 2017
1.35
2.10
0.35
1.00
0.60
0.65
2.10

End 2017
1.50
2.20
0.50
1.00
0.80
0.80
2.25

End 2018
1.70
2.00
0.60
1.00
1.00
0.90
2.50

2y swaps
Sweden
US
Eurozone (Germany)
Norway
Denmark
UK

Jun 8
-0.38
0.91
-0.17
0.93
0.06
0.73

Q3 2016
-0.30
1.25
-0.05
0.90
0.20
0.95

Q4 2016
-0.15
1.40
0.00
0.70
0.30
1.00

Q1 2017
0.00
1.70
0.05
0.60
0.35
1.15

Q2 2017
0.35
2.00
0.05
0.50
0.35
1.40

End 2017
0.90
2.80
0.05
0.50
0.40
1.65

End 2018
1.35
2.80
0.25
0.50
0.65
2.15

5y swaps
Sweden
US
Eurozone (Germany)
Norway
Denmark
UK

Jun 8
0.18
1.19
-0.02
1.09
0.28
0.93

Q3 2016
0.25
1.50
0.05
1.10
0.35
1.15

Q4 2016
0.50
1.65
0.05
0.90
0.40
1.35

Q1 2017
0.65
1.90
0.10
0.80
0.45
1.45

Q2 2017
0.95
2.25
0.10
0.70
0.45
1.50

End 2017
1.40
2.80
0.25
0.70
0.60
1.70

End 2018
1.75
2.80
0.40
0.80
0.70
2.25

10y swaps
Sweden
US
Eurozone (Germany)
Norway
Denmark
UK

Jun 8
0.99
1.57
0.48
1.51
0.82
1.32

Q3 2016
1.15
1.90
0.60
1.50
0.90
1.45

Q4 2016
1.30
2.00
0.60
1.50
0.95
1.70

Q1 2017
1.45
2.20
0.65
1.50
1.00
2.10

Q2 2017
1.70
2.50
0.65
1.40
1.00
2.20

End 2017
1.90
2.80
0.90
1.40
1.20
2.40

End 2018
2.20
2.80
1.00
1.40
1.35
2.70

Source: Handelsbanken Capital Markets
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separate from the Corporate Finance department and other departments with similar remits. The Guidelines concerning Research also include regulations for how payments, bonuses
and salaries may be paid out to analysts, what marketing activities an analyst may participate in, how analysts are to handle their own securities transactions and those of closely related
persons, etc. In addition, there are restrictions in communications between analysts and the subject company. For full information on the Bank’s ethical guidelines please see the Bank’s
website www.handelsbanken.com/About the bank/Investor relations/Corporate social responsibility/Ethical guidelines.
Handelsbanken has a ZERO tolerance of bribery and corruption. This is established in the Bank’s Group Policy on Bribery and Corruption. The prohibition against bribery also includes
the soliciting, arranging or accepting bribes intended for the employee’s family, friends, associates or acquaintances.
For company-specific disclosure texts, please consult the Handelsbanken Capital Markets website: https://reon.researchonline.se/f/Disclosures.

When distributed in the UK
Research reports are distributed in the UK by SHB.
SHB is authorised by the Swedish Financial Supervisory Authority (Finansinspektionen) and the Prudential Regulation Authority and subject to limited regulation by the Financial Conduct
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Financial Services and Markets Act 2000 (as amended) for the protection of private customers apply to this research report and accordingly UK customers will not be protected by that
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amended) (or any order made thereunder) or (i) to persons who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and
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