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Executive summary  
 

· From recession to gradual recovery 

· High unemployment and low inflation, for long 

· Massive stimuli in an increasingly indebted world 

Global backdrop: 
Global lockdown 

The spread of COVID-19 is leading to drastic 

measures all over the world, which are instantly 

having a major impact on the employment-intensive 

service sector. There is no doubt that global growth 

will decline in the first half of this year, as 

bankruptcies and unemployment increase rapidly. 

As the restrictions are eased, demand will recover, 

but there is a risk of setbacks, and we expect 

unemployment to remain high for the next few 

years. Many central banks have quickly cut their 

policy rates to their minimum level, and we do not 

expect any hikes in the next few years. At the same 

time, public debt is rising across the board, in step 

with major packages of support and stimulus 

measures to mitigate the economic effects. 

UK:  
Brexit likely postponed as COVID-19 takes its toll 

UK GDP will probably fall by double digits in the 

second quarter of this year, before a modest 

recovery starts in the second half of 2020 as social 

distancing measures are gradually rolled back. We 

believe unemployment could also reach double 

digits this year, before easing towards year-end. In 

our view, Brexit will most likely be postponed, and 

Brexit uncertainty dampens the economic 

recovery. The BoE will probably keep the policy 

rate at 0.1 percent for several years, and we 

expect the pound to weaken as Brexit uncertainty 

increases again. 

Sweden: Economy comes to a grinding halt 

Many service sectors are in free fall and Sweden’s 

export-dependent manufacturing industries have 

been hard hit by the fact that large parts of the global 

economy are in quarantine. We forecast that there 

will be a huge decline in GDP in Q2 and that the 

Swedish economy will enter a deep recession, with 

unemployment rising sharply and houses prices 

falling. As the restrictions are lifted, there should be 

a gradual recovery, but the COVID-19 pandemic will 

have long-term effects on the economy. We do not 

expect any interest rate hikes in the coming years; 

but rather stimulus packages from the government 

aimed at kick-starting the economy once the 

pandemic has petered out. 

Norway:  
Permanent loss of output in the wake of the crisis 

Strategies to combat the spread of the coronavirus 

are taking a heavy toll on the Norwegian economy, 

with negative impacts made worse by the collapse in 

the oil price. The Norwegian economy is set for a 

permanent loss of output, in our view, even though 

the pandemic-related measures will be lifted 

gradually ahead. Against this backdrop, we believe 

Norges Bank will track its own signals and cut its 

policy rate all the way down to zero percent. 

Denmark:  
When will the lights be turned on again? 

The Danish economy is experiencing an 

unprecedented reduction in economic activity due to 

the spread of COVID-19. In our main scenario, we 

expect a modest recovery to take place in the 

second half of 2020 as containment measures are 

gradually rolled back. We forecast GDP to shrink 

close to 7 percent this year before rebounding with 

4 percent growth in 2021. However, uncertainties 

about the duration and depth of the crisis, as well as 

about the strength of the subsequent recovery, are 

still significant. 

Finland: The economy in a free fall 

The coronavirus pandemic will hit the Finnish 

economy hard in 2020. Even prior to the outbreak, 

data for the Finnish economy had started soften 

slightly. Therefore, the starting point for the 

coronavirus crisis was weaker than previously 

projected. The service sector, smaller companies 

and households will shoulder a large part of the 

economic burden from the pandemic. Moreover, the 

public sector debt level in Finland is set to increase 

drastically in 2020. We forecast Finnish GDP to 

shrink by 10 percent in 2020, but rebound with 

5 percent growth in 2021. 

The Netherlands:  
Well-equipped fiscally to cope with the pandemic 

The Netherlands has been badly affected by the 

pandemic, but has opted for less drastic measures 

than many other countries. However, the effects of 

the pandemic are likely to hit the economy and 

unemployment hard, even if the country’s fiscal 

policy strength mitigates part of the impact, 

particularly on the labour market. The forthcoming 

stimulus measures are likely to increase the public 

debt more than during the 2008-09 financial crisis. 
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Global backdrop  

Global lockdown  
The spread of COVID-19 is leading to drastic measures all over the world, which are instantly 

having a major impact on the employment-intensive service sector. There is no doubt that global 

growth will decline in the first half of this year, as bankruptcies and unemployment increase 

rapidly. As the restrictions are eased, demand will recover, but there is a risk of setbacks, and we 

expect unemployment to remain high for the next few years. Many central banks have quickly cut 

their policy rates to their minimum level, and we do not expect any hikes in the next few years. At 

the same time, public debt is rising across the board, in step with major packages of support and 

stimulus measures to mitigate the economic effects.     

From global downturn to global lockdown  

Last year we saw a synchronised downturn in global 

economic growth. Global trade decreased for the 

first time since 2009. The US-China trade conflict, a 

slowdown in auto production, and the risk of a no-deal 

Brexit subdued global trading and the rate of investment.  

Around 3 million people have 

been infected with COVID-19 

globally, of which 30% are in 

the US 

Issues that were in focus last year have now been 

completely overshadowed by the COVID-19 

pandemic and the measures that are being taken to 

curb the spread of the infection. The direct impact of 

border controls, quarantine measures and bans on 

public gatherings is brutal for parts of the service 

sector, such as the transport industry, hotels and 

restaurants, cultural and sporting events, and retail 

trade. At the same time, industrial production, which 

was already burdened, is now also struggling with 

problems in delivery chains and component 

shortages, owing to factory closures in China and 

other countries.  

Collapse for the service sector 

Recession in the first six months of this year  

The purchasing managers index (PMI) for the 

service sector has dropped sharply globally. There 

has been less of a decline for the manufacturing 

industry, but the indicator is being buoyed by the fact 

that companies have low inventories, which in this 

context indicates a shortage of input goods rather 

than strong demand. The view of new orders is 

dropping sharply.  

 

In China, retail sales and industrial production fell by 

15-20 percent in January-February. According to 

official figures, the spread of the infection in China 

has died down and the country has started to ease 

restrictions, about two months after they were first 

enforced. The purchasing managers index for March 

surprised on the upside, by rising to 46.7: a clear 

signal that a Chinese recovery is on its way.  

Fiscal stimulus to new highs  

Up until now, the global fiscal response to the 

pandemic has focussed on reducing the economic 

impact of lockdowns on households and business. 

Governments have announced major fiscal stimulus 

packages. These include public consumption, 

broader liquidity measures such as government 

subsidised loans, financial guarantees, tax deferrals, 

direct support to households and companies, and 

various types of labour market support. The 

coronavirus pandemic leaves higher public debt in 

large parts of the world, which will take time to 

manage and that could create new risks (see theme 

article “Uneven global response to pandemic”). 
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Some countries will switch strategies  

In Italy and Spain, there are signs that the spread of 

the virus is starting to slow. However, easing the 

social restrictions at this stage means there is a risk 

that the spread of the infection will pick up again. In 

the US, where the spread of the infection started 

about two weeks later, the rate of new infections is 

still high, suggesting that restrictions could be in 

place beyond those of the eurozone. However, 

ultimately, these are all political decisions, and if 

there is something we have learnt, it is that changes 

can happen quickly, in both politics and the 

economy. In some countries, we can now see the 

beginning of a change in strategy and shift in 

discussions towards easing restrictions, in order to 

mitigate the economic consequences.   

 

Our main scenario assumes that restrictions in 

the West will gradually ease by the summer. For 

each day that households are prevented from 

consuming, companies lose production and the risk 

of bankruptcies increases. The longer the spread of 

the infection continues and countries remain closed, 

the greater the economic knock-on effects to other 

sectors of business life will be, and the more long-

term the impact on the labour market will be. We 

foresee greater economic effects in the eurozone 

and the US than in China, as the lockdown phase 

will probably be more prolonged, and thus the fall in 

global demand will exacerbate the decline.  

 

Gradual recovery 

Given our assumption that the restrictions around 

the world will begin to be lifted in the early summer, 

we expect growth to pick up again in the third quarter 

of this year. In this scenario, people will start to move 

more freely and return to their more normal 

consumption patterns. Some of the consumption of 

durable goods that was previously deferred now 

takes place, and residential property sales start to 

increase again. As demand from domestic and 

export markets grow, companies will take a slightly 

brighter view. They will gradually start to re-employ 

staff and plan for new investments. This will be 

supported by major monetary and fiscal policy 

measures. However, we expect the uncertainty 

surrounding the spread of the infection to continue 

subduing growth in the second half of the year, even 

after the formal restrictions have been lifted. This, 

coupled with higher costs for companies linked to 

financing and re-employing staff, will slow down the 

recovery during the second half of the year.  

The weakest economic growth 

since World War II 

To sum up, our assessment is that global growth will 

decline by 3.5 percent this year, before increasing by 

5.2 percent and 3.5 percent in the following two 

years. The unemployment rate in many countries will 

soar into double-digits and remain at a higher level 

than previously for the next few years.     

Subdued inflation  

Inflation this year will be subdued by weaker demand 

and falling oil prices. As demand picks up and the 

effect of the lower oil price tails off, the inflation rate 
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will again rise slowly towards the inflation target. 

Companies’ expenses may increase somewhat in 

the wake of the coronavirus epidemic, and the 

major monetary and fiscal stimulus measures will 

help to maintain inflationary pressure. At the same 

time, we expect moderate wage increases, so that 

global inflation only rises at a modest rate in the 

next few years.  

Many risks rise to the surface 

There is a clear risk of setbacks in the recovery, 

linked to both the spread of the infection (which may 

pick up again in the autumn) and to already existing 

weaknesses in economies. If the recovery were to 

take considerably longer, the risk of unemployment 

clinging to historically high levels would increase 

(see our theme article with alternative scenarios). 

Central banks are currently doing all they can to 

avoid another financial crisis and to keep down rising 

government bond yields, which may again lead to 

problems for indebted countries such as Italy. They 

are also working to keep down rising interest rates 

for corporate lending (as a result of increasing credit 

spreads), which are causing higher funding costs for 

companies. We assume the banks will succeed, but 

if the closedown is prolonged further, this may 

become problematic.  

The US-China trade conflict has now been more or 

less put on hold. However, the conflict may escalate 

again when the pandemic eases and if President 

Trump is re-elected. In the UK, there is still 

uncertainty surrounding the trade terms that will 

apply after Brexit. The current plan is that an 

agreement should be in place by the end of this year, 

but we believe the UK and the EU will agree to 

extend the transition period by one year until January 

2022, owing to the coronavirus crisis.   

Stricter requirements for European banks in the past 

decade have led to banks in Italy and Spain, for 

example, halving the proportion of non-performing 

loans on their balance sheets. If many companies 

and households get into financing difficulties, there 

is still a risk of bank crises, even though we do not 

deem this to be a high risk. There is also a risk of 

crises in emerging markets. Emerging markets are 

highly dependent upon Chinese demand, 

commodity prices, the dollar rate and European 

banks, and many factors have trended the wrong 

way recently. However, the recent upturn in the 

Chinese economy and increased stock market 

optimism reduce the risk of potential crises in 

emerging markets having global repercussions.   

A snowball effect, or a bounce-back? 

The uncertainty surrounding how long economies 

will be kept closed and the rapidity of current events 

also mean that the situation may quickly improve, 

unless too much damage has already been done 

along the way. When households are allowed to 

return to their normal consumption patterns, there is 

a possibility that we will return to the mild recession 

that we spoke of early this year.  

In structural terms, it is possible that the pandemic 

crisis we are now witnessing may contribute to a 

more rapid digital transition in both the private and 

public sectors. Companies that are advanced in 

digital technology are able to manage the crisis 

better, and will therefore be better equipped in the 

future, when digital barriers of various types will have 

been broken. This could stimulate productivity 

growth. On the other hand, the pandemic crisis has 

highlighted the downside of global value chains, and 

is fuelling the wave of anti-globalisation that had 

already been growing for a while. This could 

potentially subdue productivity growth and increase 

companies’ marginal costs.  

Recovery begun in China 

The recovery in the Chinese economy looks to 

have commenced. Activity bottomed out in March 

and Chinese industry appears to have started up 

in earnest. However, the service sector is lagging 

far behind. 

The Coal Power Plants are 

back at full production  

However, as China opens up, global demand is 

weakening, which means that the recovery will 

take even longer. As the international value chains 

have been damaged this could, in the longer term, 

mean that foreign companies reduce their 

dependence on China. In all probability, this will 

mean that it will be a while before industrial activity 

is back at its previous levels. Exports represent a 

high proportion of Chinese GDP, and this will 

decrease markedly this year.  

As regards to the domestic side of the Chinese 

economy, the regime will do all it can to maintain 

growth. This is partly to reduce the risk of discontent 

being expressed, and partly as it will be important for 

Xi boost his public stature in order to be sure of being 

re-elected in October 2022. Next year will be the 

Communist Party’s centenary, with the party’s 

successes expected to be celebrated.  
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The most important instrument for maintaining 

activity in the domestic Chinese economy is the 

granting of credit, and it is here that most of the 

stimulus measures will be implemented. Fiscal 

policy measures will also be required, in the form of 

increases in direct expenditure in the state budget. 

The message from the Politburo’s Standing 

Committee meeting on March 4 was that many of the 

major investments in infrastructure slated for the 

next few years would be made earlier than planned. 

Therefore, an increase in the Chinese budget deficit 

can be expected, but it will remain at fairly 

comfortable levels by Western standards. 

 

Consequently, the Chinese economy looks to be 

better equipped to cope with a global recession than 

most of the rest of the world. For this year, however, 

we only expect growth to reach 2 percent, which is 

well below the long-term trend. For next year, we 

expect stronger growth, as the recovery also picks 

up in the rest of the world. 

Eurozone hit hard 

The eurozone, particularly Italy and Spain, has been 

hit hard by COVID-19. Total lockdown has been 

imposed in more than half of the member states, with 

border controls implemented, schools and stores 

closed, and events cancelled. The eurozone 

Purchasing Managers’ Index (PMI) has fallen well 

below the levels seen during the 2008/09 financial 

crisis, with the decline in the service sector being 

particularly acute. In Germany, the pandemic has 

put an end to what was starting to look like a 

recovery in the manufacturing industry.  

                                                      
1 ”Pandemic demand for mutual finance tests 
eurozone solidarity”, Handelsbanken Macro 
Comment, April 2020, https://bit.ly/2K8TrJ3  

More than half of the eurozone’s 

countries are in lockdown  

The key to a recovery in the eurozone lies in fiscal 

policy and in member states’ ability to find a way to 

share the burden of the pandemic. Most countries 

have announced major packages of support and 

stimulus measures in order to mitigate the economic 

effects of COVID-19, but in the particularly hard hit 

countries of Italy and Spain, the scope for fiscal 

policy is limited.1 In our assessment, the lack of fiscal 

policy options in Italy and Spain will lead to more 

long-term effects on enterprises and the labour 

market and open the door to economic risks that lie 

beyond our forecast horizon. At the same time, we 

take a relatively brighter view of the economies of 

countries such as Germany, France and the 

Netherlands.  

There are early signs of restrictions starting to be 

lifted in several countries, but we expect the 

restrictions to generally remain in place until the 

summer. This will mean a sharp decline in Q2 this 

year, with a gradual recovery beginning in Q3. All 

told, our assessment is that GDP will fall by around 

8 percent this year, and then increase by 3.7 percent 

in 2021.  

 

Despite robust instruments for easing the effect on 

labour markets, such as short-term furloughs, etc., 

the pandemic is likely to have a major impact on 

unemployment, driven mainly by the southern 

member states such as Italy, Spain and, to a certain 
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extent, France, with more modest increases in 

Germany and the Netherlands, for example. The 

prolonged pressure on the service sector also 

means that we will see a slower decrease in 

unemployment during the recovery period than in the 

US, for example. Thus, the unemployment rate is 

likely to increase to 11.9 percent in 2020, before 

dropping back to 10.8 percent in 2021. We also see 

deflation of just below zero in 2020, with only modest 

inflation of 0.5 percent in 2021. 

 

The US has a long way to go 

The coronavirus outbreak came later in the US than 

in many other developed countries, and the US is 

now showing the highest infection and mortality 

figures in the world. More than half of all states have 

introduced some form of quarantine measures, 

which apply to around three-quarters of all 

Americans. The nosedive in the second quarter is 

expected to be the steepest in post-war history.  

The US economy will be hit hard by the pandemic. 

The US has a younger population than the 

eurozone, but on the other hand it has worse 

healthcare coverage, as well as a higher incidence 

of the risk groups for COVID-19 mortality, such as 

type 2 diabetes and obesity. 

Ten years’ of employment rate 

increases were lost in four 

weeks 

The number of layoffs has soared, indicating that 

unemployment may have climbed by 10 percentage 

points in only a few weeks. The US Congress has 

acted much more speedily than normal, and 

announced a number of fiscal policy measures to 

mitigate the effects. There is a package of around 

USD 2bn (or approximately 10% of US GDP), 

including cheques worth USD 1,200 apiece, which 

have been sent to households. The size of the 

support packages comfortably exceeds those 

announced during the financial crisis, and together 

with measures by the Federal Reserve, the US has 

presented a major overall package. However, when 

comparing the measures currently implemented, the 

US seems less focused on actually stopping the 

pandemic than many other countries, including 

Europe (see theme article “Uneven global response 

to pandemic”).  

All told, we expect a drastic fall in GDP in Q2 this 

year and a discouraging Q3, as we believe that the 

measures implemented indicate a more long-term 

spread. Not until Q4 will the economy pick up more 

tangibly, indicating that for 2020, GDP will decline by 

around 7 percent, while unemployment will rise to 

11 percent. Next year, we expect a clearer recovery 

in growth of 6 percent, but unemployment will remain 

much higher than before, throughout the forecast period. 

 

Central banks purchase assets like never before 

Public authorities – central banks, governments and 

regulators – have shown great determination to 

prevent the real economic crisis becoming a 

financial crisis. Most central banks’ policy rates are 

now at their minimum levels. Since February, the US 

Federal Reserve has cut the funds rate by a total of 

1.5 percentage points. Other central banks, such as 

the Bank of England and Norges Bank, have 

followed suit. Inflation will remain low during the 

forecast period, and we do not believe the central 

banks will want to risk breaking off an upturn in the 

economy. Thus, we do not expect any key rate hikes 
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in the next few years. The central banks are also 

increasing the balance sheets heavily.  

Fed´s balance sheet increased 

by one USD 1m a second in the 

second half of March 

As a response to the steeply increasing turbulence 

on the money and bond markets, the Fed, in addition 

to the sharp rate cuts, has announced other major 

support packages. The quantitative easing (QE) is 

virtually unlimited, and further measures have been 

put in place to improve liquidity and funding 

opportunities on the money market.  

 

The ECB has also implemented significant monetary 

policy stimulus measures. For example, it has 

supporting the banking system with long-term loans 

at favourable terms. In addition, the central bank 

launched its Pandemic Emergency Purchase 

Programme (PEPP), which, for the short term, has 

removed the limits for how much of an individual 

country’s bonds can be purchased, and what type of 

bonds (e.g. corporate bonds). We expect the ECB, 

including its previous decisions, to purchase more 

than EUR 1bn this year alone.  

Quieter on the fixed income and FX markets 

The market generally shares our view that central 

banks will not hike their policy rates during the 

forecast period. This suggests that the low interest 

rate environment will persist. However, in the next 

few years, a record supply of government bonds will 

be issued as rescue packages are funded, which 

points to upward pressure on government bond 

yields. This will be partly offset by central banks 

continuing to increase their balance sheets and 

purchase bonds. All told, we expect a gradual rise in 

long yields, with a US 10-year yield increasing by 

around 1 percentage point to 1.75 percent by the end 

of 2022. We forecast a smaller increase for the 

German equivalent, which will reach zero in 2022.  

 

 

In parallel with the stock market, credit spreads have 

also widened, but not at all as dramatically as the 

trend for equities. This probably stems from the fact 

that central banks have immediately responded with 

purchases of short- and long-term bank and corporate 

instruments. However, it seems reasonable that the 

difference between government and corporate 

bonds will persist, at least until we see the end of the 

measures to stop the spread of the virus. 

Volatility in the major currencies has been relatively 

limited. Early in the crisis, when the virus was mainly 

spreading through Europe, the USD climbed 

sharply, but as the problem has increased in the US, 

the USD has dropped much of the way back. We 

expect a slight depreciation of the USD during the 

forecast period, but to a lesser extent than before. 

By the end of 2022, we foresee EURUSD at 1.15.  

The stock exchange goes 

across financial data 

At most, global stock markets (MSCI World) were 

down by just over 30 percent from their peak, 

following a precipitous slide in March. Since this low-

point, the market correction upwards has also been 

historically sharp. We believe the upturn of the 

recent weeks has primarily been driven by the policy 

response, which has been more powerful overall 
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than during the financial crisis. Despite the resolve 

of public authorities, there is great uncertainty 

surrounding the future of the economy and stock 

market performance. In addition to the depth and 

length of the initial decline, there are major question 

marks over the speed of the recovery and how much 

permanent damage the crisis will do to the global 

economy. In January, we stated that global stock 

markets were priced for the best possible scenario. 

We are inclined to reiterate that conclusion. 

It has been a messy time for oil prices with sharply 

falling demand and a price war between Saudi 

Arabia and Russia leading to substantial 

oversupply. In turn, the oversupply has led to a lack 

of storage capacity, which further burdens the oil 

price. OPEC+ agreed to a production reduction of 

just over 10 percent of global supply, which helped 

to reduce oversupply. However, as large parts of 

the global economy are in different stages of 

lockdown, that measure is not enough to bring the 

market into balance. We therefore expect volatility 

to continue in the near future. 
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Theme article: Alternative scenarios 

Global recession inevitable, but how will the 
recovery look? 
Measures implemented to halt the spread of COVID-19 have resulted in the global economy slowing 

entirely. A global recession with sharply rising unemployment is inevitable, but there is great 

uncertainty as to how deep the economy will dive, and whether we will see an L-, W- or V-shaped 

recovery. Our main scenario is that the restrictions will be eased by the summer, and that the 

recovery will begin in the second half of 2020. However, we also sketch out two possible alternative 

scenarios: a worse scenario whereby the restrictions remain in place for most of the year and the 

recovery is slow, as well as a milder scenario in which the global economy recovers quickly.     

Global economy: two alternative scenarios 

Never in modern times has economic activity shrunk 

as quickly as it has in recent months. Actions have 

been taken that would previously have never been 

thought possible, and we are likely to see more 

measures, both to limit the spread of COVID-19 and 

to ease the economic consequences.  

Given the exceptionally high uncertainty, we present 

two alternative scenarios for the macroeconomic 

trend for the next few years. Both scenarios include 

a global recession with sharply rising 

unemployment, but the two recessions are different 

depths with different length recoveries.  

Two vital factors: time and 

policy measures 

An important aspect to consider when assessing the 

depth of the recession is how long government 

restrictions around the world will be in effect. In our 

main scenario, we assume that most of the 

restrictions in the US and much of the eurozone are 

gradually phased out, starting in June. This is in line 

with the current assessments being made by 

disease control experts and politicians. However, 

there is a clear risk that at least some of the 

restrictions will be more long term, or that the spread 

of the infection will pick up again in the autumn and 

governments all over the world will be forced to close 

down their economies again, something we illustrate 

in alternative scenario 2.  

At the same time, there is great uncertainty about 

how slow the recovery will be, and whether the 

coronavirus crisis will have permanent effects on the 

world economy. Will companies be able to survive 

this period of closures and the drastic downturn in 

demand? Will countries be able to ease restrictions 

more quickly than we anticipate, without the health 

effects being too negative? If the answer to these 

questions is yes, then production and employment 

will be able to recover more quickly than in our main 

scenario, resulting in more of a V-shaped recovery. 

 

Alternative scenario 1: V-shaped recovery  

In this scenario, we assume that the global economy 

will recover from the effects of the COVID-19 

outbreak considerably quicker than in the main 

scenario. The progression is the same as in the main 

scenario during the “closedown phase”, but when 

the restrictions are gradually phased out in the 

summer, the recovery is much quicker.  

This scenario is based on there not being any 

setbacks in the spread of the infection, that the 

uncertainty among households and companies 

eases quickly, and that governments across the 

world implement packages of stimulus measures to 

kick-start the economy once the pandemic peters 

out. At the same time, we assume central banks will 

support the recovery by pursuing a very 

expansionary monetary policy in the next few years.  
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In addition, we assume that the crisis measures from 

governments and central banks across the globe will 

be effective, enabling the great majority of 

companies to survive the period of sharply declining 

demand without going bankrupt or making 

widespread redundancies. This paves the way for 

production and employment to increase rapidly as 

demand picks up.  

In this scenario, global GDP drops by 1.5 percent in 

2020 and grows by no less than 6.5 percent in 2021. 

The US and eurozone recover quickly, with vigorous 

growth and a sharp decrease in unemployment in 

2021 and 2022. However, even at the end of 2022, 

unemployment in the US and eurozone is slightly 

higher than before the outbreak of COVID-19. 

 

Alternative scenario 2: L-shaped recovery  

This scenario is based on most restrictions across 

the world remaining in place throughout 2020, to 

curb the spread of COVID-19. In addition, economic 

activity is restrained by nervous households and 

companies preferring to wait before investing and 

purchasing durable goods. The risks of a deep 

depression also spread to the financial markets, with 

declining stock markets and tighter financial 

conditions as a result.  

The prolonged closure of the global economy means 

that many companies go bankrupt and 

unemployment soars. This will in turn impede the 

recovery when it finally occurs. 

Governments all over the world are forced to extend 

their crisis measures, causing public debt to 

increase to untenable levels in several countries. At 

the same time, their options in terms of monetary 

policy are virtually used up. Many countries thus 

have little scope to stimulate their economies when 

the pandemic peters out. The Italian government, for 

example, may need to implement austerity 

measures to reduce public debt. All told, the 

recovery is sluggish, and the coronavirus crisis has 

much greater permanent effects on the global 

economy than in the main scenario. 

In this scenario, global GDP drops by 5.5 percent in 

2020 and increases by only 2.0 percent in 2021. The 

recovery in the US and eurozone will be slow, with 

subdued growth in both 2021 and 2022. This means 

that unemployment persists at a historically high 

level for the next few years, and there is a clear risk 

that, in the long term, the unemployment rate will 

remain higher than before the coronavirus outbreak. 

 

GDP growth,  

main and alternative scenarios 

Annual percentage change  

 2020 2021 2022 

World    

Alt. scenario 1 -1.5 6.5 3.5 

Main scenario -3.5 5.2 3.5 

Alt. scenario 2 -5.5 2.0 4.0 

Eurozone    

Alt. scenario 1 -6.0 6.5 1.0 

Main scenario -8.0 3.7 1.4 

Alt. scenario 2 -10.0 1.0 2.0 

USA    

Alt. scenario 1 -5.0 7.0 2.0 

Main scenario -7.1 6.0 2.4 

Alt. scenario 2 -9.5 2.0 3.5 

Source: Handelsbanken 
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Theme article: Policy response  

Uneven global response to pandemic  
Stimulus measures are a result of the pandemic-induced social distancing measures, and differ in 

character between the eurozone and the US. Whereas the eurozone appears to have relatively 

well-targeted policies at its disposal, they lack heft – especially in Italy and Spain – mostly due to 

the absence of fiscal space in severely affected countries. Meanwhile, in the US, hefty measures 

appear to lack aim. Regardless of the policy response, debt ratios are expected to rise 

significantly and should dwarf the increases that followed the 2008 financial crisis.   

Lockdown measures drive demand for fiscal 
stimulus 

The global response to the pandemic has occurred 

in largely two manners. The first relates to the 

measures taken to limit the spread of the COVID-19 

disease and the second relates to the economic 

stimulus packages announced to facilitate 

economies going into effective hibernation 

throughout this period, and subsequently, into 

recovery. The stimulus packages announced so far 

have been more centred on hibernation, and further 

measures will likely follow once lockdowns are lifted 

and a clearer focus on recovery can occur. 

Lockdown measures in selected economies 

  

Source: Blavatnik School of Government2  

The figure above shows one measure of the intensity 

of measures taken, referred to as the Stringency 

index. This index measures the combination of 

school closures, social distancing, outright 

lockdowns and other measures. With the exception 

of China, most countries experienced restrictions 

taking effect only in March. 

                                                      
2 Oxford COVID-19 Government Response 
Tracker,  

Comparison of fiscal stimulus packages  

  

Source: Bruegel 

Correspondingly, governments have also 

announced significant economic stimulus 

packages, ranging from more immediate fiscal 

spending, to broader liquidity-oriented measures. 

like cheap loans, financial guarantees as well as 

deferrals (e.g. on taxes). The headline numbers, 

when including state-backed loans, relative to 

GDP, range from 5 percent of GDP in the 

Netherlands to more than 60 percent of GDP in 

Germany (figure above). Yet, whereas the direct 

fiscal measures can be considered standard 

spending, some of the larger components 

represent measures that may have a different fiscal 

impulse or where the full takeup is not assured. The 

stimulus packages announced in the US amounting 

to upward of USD 2.7 trillion pales in per GDP 

comparison to those announced by other advanced 

economies, although US fiscal stimulus are likely 

understated in light of recent programmes launched 

by the Federal Reserve.  

https://www.bsg.ox.ac.uk/research/research-
projects/oxford-covid-19-government-response-
tracker 
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Two main challenges face the implementation of 

the stimulus packages. The first relates to the 

eurozone and the challenge in marshalling the 

fiscal resources for an adequate policy response, 

and EU-coordinated frameworks so far remain too 

narrow in scope. The second relates to the US, 

where even though overall packages are large, they 

lack a certain aim and are unlikely to provide a 

proper direct response to the more immediate 

health effects of the pandemic. 

Eurozone: Targeted fiscal measures fall short3  

In the eurozone, several countries severely affected 

by the pandemic have announced stimulus 

packages that are too small for the shock they are 

experiencing. Whereas Italy and Spain are 

particularly affected – both in terms of the health 

impact as well as the stringent measures taken to 

prevent the pandemic – their programmes are 

markedly smaller than their peers’. Some eurozone 

countries have significant existing public debt, and 

borrowing the amount needed for a more aggressive 

policy response could have adverse market effects. 

While it is possible to use the European Stability 

Mechanism (ESM) and the ECB’s Outright Monetary 

Transactions (OMT), this option would entail strict 

conditions imposed on national governments, which 

makes it politically less viable. 

Moreover, the arrival of the ECB’s Pandemic 

Emergency Programme (PEPP) has largely made 

ESM/OMT irrelevant, as the former effectively 

represents an instrument to keep spreads 

compressed throughout the pandemic without 

accompanying conditions. Thus, the real issue 

remains the national liabilities. Even with the ECB 

ensuring low spreads, the stock of debt still matters, 

especially because the ECB programme still has not 

cleared all relevant legal hurdles. Moreover, since 

the announcement of PEPP, politicians in Italy and 

Spain have been slow to announce wider measures. 

A viable solution would be increased burden-

sharing, or a mutual financing solution, yet 

opposition among the eurozone’s wealthier member 

states with more fiscal space has so far prevented 

such efforts.  

Measures agreed upon are not without importance, 

but what they have in terms of targeting the right 

policy areas in the short run, they lack in size. A 

EUR 100bn fund set up by the European 

Commission to facilitate loans to support short-time 

                                                      
3 This section relies heavily on “Pandemic demand 
for mutual finance tests eurozone solidarity”, 
Handelsbanken Macro Comment, April 1st 2020, 
https://bit.ly/2wJ2rkV 

working in affected countries will undoubtedly 

provide relief to some workers. The EIB will step up 

to guarantee up to EUR 200bn worth of loans to 

small and medium-sized enterprises. As a 

comparison, our previous research has shown that 

the national packages announced by the most 

pandemic-affected countries could be 4-8 times too 

small, meaning that Italy, just in terms of direct fiscal 

spending and liquidity-related measures, might need 

up to EUR 1tn. Clearly, neither the eurozone 

member states’ leadership nor the European Union 

has been able to coordinate anything that comes 

close to this. 

US: Hefty fiscal measures lack aim 
Just as in the eurozone, the Federal Reserve has 

acted quickly and resolutely, beyond its traditional 

duties, greying the line between fiscal and monetary 

policy. Whereas the ECB’s policies worked mostly to 

close spreads in countries with latent market access 

challenges, the Federal Reserve has focused more of 

its efforts on ensuring liquidity in the money markets. 

Beyond easing its traditional policy instrument, cutting 

rates to close to zero, it also purchased large 

quantities of Treasury and mortgage-backed bonds, 

lent heavily to banks and bond dealers, and offered 

foreign central banks swap lines to meet dollar 

shortages abroad. Beyond its traditional duties, it also 

harnessed its emergency authority under Section 

13(3) of the Federal Reserve Act to lend to money 

market funds, corporations, and municipalities. 

On the fiscal side, the US has announced a series of 

stimulus packages amounting up to roughly 

USD 2.7tn, or around 13 percent of GDP. Given the 

prevailing political polarisation in the country, this 

was a substantial achievement. This includes both 

bail-out funds for companies, some expanded 

unemployment insurance, and a straight cash 

transfer to households to mitigate the economic 

shock of the pandemic. Whereas the checks of 

USD 1,200 sent to households have received 

significant media attention, the real boost ought to 

come from the measures that target companies. A 

Fed programme boosted by guarantees from the 

Treasury could result in several trillion dollars’ worth 

of loans for US firms, according to Secretary 

Mnuchin.4 Combine this with USD 260bn worth of 

unemployment insurance and a USD 350bn 

programme for providing liquidity to SMEs who limit 

4 “How the Fed’s Magic Money Machine Will Turn 
$454 Billion Into $4 Trillion”, The New York Times, 
March 27 2020, https://nyti.ms/34D3Q9l 
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layoffs for workers, and it is clear the headline fiscal 

number does not quite give the programmes justice 

in terms of size. 

Yet, whereas the eurozone’s coordinated measures 

appear excessively focused on health-related 

measures, the US government measures appear to 

do little for the actual pandemic response. With health 

policy largely devolved to states, and many 

Americans lacking health insurance, the absence of a 

coherent nationwide health policy response could 

make the strictly economic measures less effective. A 

recent initiative by Congress, which aims to raise 

roughly USD 100bn for hospitals and testing, does go 

some distance to boost supply. 

Check, please? 
Whatever the policy response in the eurozone and 

the US, they are likely to weigh on already stretched 

national balance sheets. Gauging the expected debt 

increase in the aftermath of the pandemic is tricky as 

long as the duration is uncertain.  

 

Yet, the experience of the 2008 crisis shows that, 

within three years, national debt ratios rose by 

between 30-40 percent in most countries. A similar 

increase in debt levels would push public debt in a 

wide range of developed countries to 150 percent 

of GDP, but will most likely be even higher as the 

economic losses will undoubtedly dwarf those of 

the 2008 crisis. Stretched household balance 

sheets in the Netherlands, the UK and the US, 

along with many eurozone countries’ significant 

corporate indebtedness, indicate additional 

existing vulnerabilities.  

 

In the aftermath of the crisis, the coming decade’s 

big challenge will arguably be how to manage such 

high levels of debt, and the degree to which the debt 

overhang will weigh on long-term economic growth. 

This will pose significant challenges for certain 

eurozone countries with already high public debt, 

such as Italy. Nonetheless, a deeper economic 

malaise could very well draw Greece, Spain and 

Portugal into the discussion about the sustainability 

of public debt, and could once again put the 

eurozone in danger of collapsing. 
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Forecasts  

Our home markets 
The severity of the impact of COVID-19 on each country’s economic development depends on a 

number of factors. The most obvious factor is the measures politicians feel compelled to take to 
prevent the spread of infection, as they have the side effect of dampening economic activity. On 
this matter, there have been significant differences between our home markets, at least in March 
and April. Sweden and Netherlands has introduced fewer compulsory measures than Denmark, 
Norway, Finland and united Kingdom. Another factor is debt among the public sector, companies 
and households. Debt affects each country’s ability to mitigate the e ffects of the crisis and to 
stimulate demand thereafter, and helps to determine how resilient companies and households are. 
A third factor is export dependence and the composition of exports. For example, Denmark has a 
high share of exports, but is still less affected than Sweden and Finland when global industries are 
in recession. An additional factor that mainly affects Norway is the falling oil price. Overall, we 
believe that the economic development of our home-market countries is affected in much the 
same way as in the rest of Europe. 

 

 

 

United Kingdom 

 

Sweden 

 

Norway 

 

 

 

 

Finland 

 

Denmark 

 

Netherlands 

 

 

2019 2020p 2021p 2022p

GDP 1.3 -8.0 4.5 1.5

Unemployment* 3.8 8.0 6.5 5.5

Inflation 1.8 1.2 1.3 1.6

Policy rate, percent** 0.75 0.1 0.1 0.1

Exchange rate, EUR/GBP** 0.85 0.88 0.92 0.92

Sources: ONS, Macrobond and Handelsbanken

* Percent of the labour force **At year-end

2019 2020p 2021p 2022p

GDP* 1.3 -6.9 4.2 2.4

GDP, actual 1.2 -6.7 4.3 2.4

Household consumption* 1.2 -8.1 5.9 2.2

Fixed investment* -1.1 -6.7 1.7 4.1

Net exports, GDP contribution* 1.2 -1.2 0.4 -0.1

Unemployment** 6.8 9.5 9.5 8.3

Inflation, CPIF 1.7 0.3 1.3 1.3

Policy rate, percent*** 0.0 0.0 0.0 0.0

Exchange rate, EUR/SEK*** 10.43 10.50 10.40 10.30

Sources: Macrobond and Handelsbanken

*Calendar adjusted **Percent of the labour force ***At year-end

2019 2020p 2021p 2022p

GDP. mainland 2.4 -5.8 3.6 1.8

Household consumption 1.8 -10.0 8.0 2.5

Petroleum investments 13.1 -8 -15 -5.0

Unemployment* 2.3 6.5 4.1 3.9

Inflation. CPIATE 2.2 2.7 2.2 1.7

Policy rate. percent** 1.5 0.0 0.0 0.0

Exchange rate. EUR/NOK** 9.86 11.15 10.9 10.7

Sources: Macrobond and Handelsbanken

*Percent of the labour force **At year-end

2019 2020p 2021p 2022p

GDP 1.0 -10 5 1.5

Household consumption 1.0 -13 5.7 1.5

Fixed investments -0.8 -5.0 1.5 1.5

Net exports, GDP contribution 2.1 -2.2 0.8 0.5

Unemployment* 6.7 9.5 8 7.5

Inflation 1.0 0.3 1.5 1.4

General govt balance** -1.1 -10 -2.8 -2.7

EMU debt** 59.4 73.4 71.5 72.2

Sources: Macrobond and Handelsbanken

*Percent of the labour force **Percent of GDP

2019 2020p 2021p 2022p

GDP 2.4 -6.6 3.7 1.7

Household consumption* 2.2 -6.5 5.9 1.6

Government consumption 0.5 2.6 2.4 0.9

Fixed investments 3.4 -7.1 1.4 1.6

Exports 1.6 -6.7 5.5 3.5

Imports 0.1 -5.3 7.0 3.7

Unemployment, LFS** 5.0 6.7 7.6 6.4

Inflation 0.8 0.1 0.7 0.9

Policy rate (dep. rate), percent** -0.75 -0.60 -0.60 -0.60

Sources: Macrobond and Handelsbanken

*Incl. NPISH **Percent of the labour force ***At year-end

2019 2020p 2021p 2022p

GDP 1.8 -7.4 3.3 2.1

Unemployment* 3.4 7.0 5.9 5.0

Inflation, HICP 2.7 0.2 1.2 1.6

Sources: Macrobond and Handelsbanken

* Percent of the labour force
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United Kingdom  

Brexit likely postponed as COVID-19 takes its toll  
UK GDP will probably fall by double digits in the second quarter of this year, before a modest 

recovery starts in the second half of 2020 as social distancing measures are gradually rolled back. 

We believe unemployment could also reach double digits this year, before easing towards year -

end. In our view, Brexit will most likely be postponed, and Brexit uncertainty dampens the 

economic recovery. The BoE will probably keep the policy rate at 0.1 percent for several years, 

and we expect the pound to weaken as Brexit uncertainty increases again.  

Permanent damage to UK economy 

Activity growth in the UK had just started to pick up 

after suffering for several years from Brexit 

uncertainty. Then, in the first quarter of this year, 

efforts taken to dampen the spread of the 

coronavirus led to a lockdown of the UK economy, 

as well as most of the global economy, and the 

instantaneous shock to economic activity is 

unparalleled in modern history.  

 

So far, data for the period after the coronavirus 

lockdown took effect is scarce, but the numbers we 

have paint a sombre picture. Both business 

sentiment and consumer confidence in the UK 

collapsed in March. However, a full lockdown did not 

take effect in the UK until March 23, and hence the 

numbers for April are even worse. Consumer 

confidence, as measured by the GfK survey, fell the 

most on record in March.  

  

The UK government has taken significant measures 

to try to mitigate the damage to the economy. The 

economic crisis packages include, for instance, 

GBP 330bn in loans and loan guarantees for 

businesses. The government will also pay 80 

percent of the salaries of laid-off workers, covering 

wages of up to GBP 2,500 a month. Furthermore, 

the packages include deferral of VAT payments and 

other tax payments, as well as grants to small 

businesses. Overall, the rescue packages are 

estimated to cost GBP ~100bn, or around 5 percent 

of GDP, for the fiscal year 2020/21. In addition to the 

government measures, the Bank of England has cut 

the policy rate to 0.1 percent and taken numerous 

other measures to improve the transmission of 

monetary policy and help ensure normal functioning 

of financial markets. 

However, the government and central bank cannot 

fix all the damage and cover all losses brought on by 

the coronavirus crisis. Indeed, the social distancing 

measures taken to limit the spread of the virus imply 

that much of the normal activity simply cannot 

resume until it is deemed safe.  

 



 

HANDELSBANKEN | GLOBAL MACRO FORECAST 18 
 

As mentioned above, economic sentiment points to 

the biggest instantaneous drop in UK activity ever 

recorded, and numbers will probably get increasingly 

worse ahead. Given the early indicators, we believe 

GDP in the UK will fall by double digits in the second 

quarter of this year. We expect a rebound in the 

second half of 2020 as social distancing measures 

are gradually relaxed. However, despite the 

expected improvement in the second half of this year 

we believe there will be a permanent welfare loss, 

implying that the GDP trend expected before the 

crisis is out of reach. Furthermore, we believe that 

Brexit uncertainty will increase ahead and dampen 

the recovery over our forecast horizon.   

The unemployment rate in the UK peaked at 

8.4 percent during the financial crisis. Given the 

nature of this crisis, with the economy almost 

grinding to a halt, we believe the unemployment rate 

could reach double digits this year before abating. 

For 2020 as a whole, we expect an average 

unemployment rate of 8 percent, compared with 

3.8 percent in 2019.  

Brexit most likely postponed 

The coronavirus crisis and the social distancing 

measures introduced have taken the focus away 

from most other issues, including Brexit. According 

to the initial plan, the Brexit transition period would 

expire and the UK would exit the EU inner market 

and trade union in January 2021. Prior to the 

COVID-19 crisis, the UK government had said it 

would make a decision on whether to pursue a 

trade deal with the EU or walk away from the 

negotiating table in June this year. However, in our 

view, this plan is no longer likely, as Boris Johnson 

and EU chief negotiator Michel Barnier both 

contracted coronavirus, and formal talks were 

disrupted. Given the dire situation caused by the 

COVID-19 crisis, we believe Brexit will have to be 

postponed. That would require the UK parliament 

to change the law it approved just a few months 

ago, saying that Brexit cannot be delayed beyond 

January 2021. However, given the circumstances, 

a change of this law would probably be just a 

formality. The length of the Brexit extension is not 

given. However, once parliament agrees to 

postpone Brexit, we believe it would want to 

postpone it for a full year, to allow proper time for 

negotiation. That said, we cannot rule out 

Johnson’s government insisting on no delay to 

Brexit. In that case, time for negotiation would be 

desperately short, and the likelihood of a no-deal 

Brexit would increase, in our view. In such a 

scenario, we believe the ability of the UK economy 

to rebound in 2021-22 would be severely affected. 

Policy rate close to zero for several years 

The Bank of England lowered the policy rate to 

0.25 percent on March 11 and then to 0.1 percent 

on March 19. The central bank has also taken 

numerous other measures, including increasing its 

holdings of government bonds and corporate bonds 

by GBP 200bn, to a total of GBP 645bn.  

When it comes to the policy rate, the BoE has 

previously said that negative rates are deemed to do 

more harm than good to the UK economy, and will 

not be pursued. We believe this judgement still 

stands. We therefore expect the current level of 0.1 

percent to be the effective floor for the UK policy rate. 

As we expect the rebound in the UK economy to be 

slow and painful, we conclude the policy rate will be 

left at the current level throughout the whole of our 

forecast horizon, stretching until the end of 2022.   

After experiencing a post-election bounce in 

December and January, the pound weakened again 

as the COVID-19 crisis hit the global economy. 

Currently, the pound is trading around 0.87 vs. the 

euro. In the near-term, we expect the pound to trade 

around current levels versus the euro. However, 

once Brexit nears, we believe the pound will weaken 

further. As we believe Brexit will be postponed until 

January 2022, the pound, in our view, should 

continue to weaken throughout 2021 and reach 0.92 

vs. the euro. However, should Brexit not be extended 

after all, we believe the pound has the potential to 

weaken more abruptly, and we could see a 

weakening of some 5-10 percent from today’s level.   
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Sweden  

Swedish economy comes to a grinding halt 
Many service sectors are in free fall and Sweden’s export-dependent manufacturing industries 

have been hard hit by the fact that large parts of the global economy are in quarantine. There will 

be a huge decline in GDP in Q2 and the Swedish economy will enter a deep recession, with 

unemployment rising sharply and houses prices falling. As the restrictions are lifted, there will be a 

gradual recovery, but the COVID-19 pandemic will have long-term effects on the economy. We do 

not expect any interest rate hikes in the coming years; but rather stimulus packages from the 

government aimed at kick-starting the economy once the pandemic has petered out.  

GDP stagnates as households stay at home 

Measures to prevent the rapid spread of COVID-19 

will lead to a sharp decline in household 

consumption, and this will primarily affect the service 

sector. The NIER's barometer indicator plummeted 

to historically low levels in April. Unsurprisingly, the 

service sector accounted for the biggest loss. At the 

same time, manufacturing industries are struggling 

with disruptions in their supply chains. Considerable 

uncertainty and falling demand from both home 

markets and export markets will lead to a sharp 

slowdown in foreign trade and corporate investment, 

with a slight time lag. All the signs indicate that GDP 

will plummet during the first six months of the year 

and that Sweden, in line with the rest of the world, 

will fall into deep recession.  

Sweden’s strategy for preventing the virus from 

spreading has so far differed from the strategies 

employed in other countries. By issuing 

recommendations rather than enforcing a 

lockdown, Sweden has taken a more liberal 

approach that has resulted in slightly higher, albeit 

drastically reduced, activity on its streets. This, 

coupled with relatively low public debt, suggests 

that Sweden will fare slightly better than the rest of 

Europe, at least in terms of economic performance. 

On the other hand, Sweden is a small, open 

economy that is sensitive to disruptions to demand. 

Also, households' indebtedness, which is high in 

international comparison, can have a negative 

impact on consumption. All in all, our assessment 

is that the Swedish economy is affected much like 

the rest of Europe.  

In the main scenario, we assume that the 

restrictions will be lifted somewhat at the beginning 

of the summer, but that social distancing and entry 

bans can to some extent be expected to continue 

up until the autumn, thereby tempering the upturn 

during the second half of the year. All told, our 

assessment is that GDP will fall by almost 7 percent 

this year, and then increase by 4 percent in 2021, 

based on these assumptions. The recovery will 

continue in 2022, when GDP growth will clearly 

outpace the general growth trend. However, the 

loss of income for both households and companies 

will result in a permanent decline in volume for all 

components of demand.  

Unemployment to soar  

The labour market situation is rapidly worsening. 

Redundancies are at record highs and the number 

of newly registered unemployed at the Swedish 

Public Employment Service has risen sharply. Many 

employment-intensive service sectors have been 

hard hit. A third of these come from the hotel and 

restaurant industry. There is much to suggest that 

the situation is considerably more serious than the 

redundancy statistics show, since more than 40 

percent of all employees in the hotel and restaurant 

industry are employed on a temporary basis.  

Overall, this will lead to a sharp decline in 

employment in the service sector in the second 

quarter of 2020, particularly among temporary 

employees. However, widespread use of short-term 

permits in both the service sector and industry 

dampens the fall in employment; therefore, the 

number of hours worked decreases significantly 

more than employment.  

We believe that unemployment will rise to almost 

11 percent during the autumn and will then gradually 

fall again. However, without the government's crisis 

measures, we estimate that unemployment could 

have risen to 14 percent and remained at a 

significantly higher level over the next few years. The 

younger generation and foreign-born citizens will 

feel the brunt of the impact, and there is a clear risk 

that groups that are more vulnerable will be 

permanently locked out of the labour market. 
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House prices to fall in the spring 

Since the slide in house prices in the second half of 

2017, the housing market has stabilised and prices 

have increased. In the past year, housing prices 

have risen across the board, with increases for both 

housing co-operative apartments and single-family 

dwellings in most of the country. In March, housing 

prices started falling, according to the HOX index, 

and were down 0.5 percent compared to February. 

The drastic deterioration in the economy, with 

greater uncertainty among households and rapidly 

rising unemployment, suggests that housing prices 

will fall by an estimated 10 percent compared to 

prices in the first quarter. They will recover slightly in 

2021, but this will result in a slowdown in the 

construction of new housing. 

Inflation conspicuous by its absence  

Falling electricity prices and the collapse in oil prices 

have caused inflation to nosedive and it will be 

negative later in the spring. The coronavirus crisis 

will also keep any underlying inflationary pressure in 

check in the years to come.  

This year’s major collective bargaining negotiations 

have been postponed until the autumn, and it is our 

view that the new agreement will result in a lower 

rate of wage growth than in the 2017 negotiations, 

as a result of the deep recession. Disruptions to 

supply chains, a weakening of the krona and the 

possibility of lower global competition will in part 

reduce the deflationary pressure from reduced 

demand and moderate costs of labour. Overall, we 

expect the underlying rate of inflation (CPIF 

excluding energy) to be around 1.0 to 1.5 percent 

over the coming years, and that inflation 

expectations will decrease. 

 

Historically high fiscal stimulus measures  

While the virus continues to spread, general 

measures aimed at stimulating demand will have 

only limited effects on the economy. However, the 

government and the Riksbank could help mitigate 

the damage. To date, the government has presented 

crisis response measures of around SEK 125bn 

(2.5 percent of GDP). In order to soften the blow for 

companies, the relief measures introduced include 

the short-term furloughing of staff, temporary 

reductions in social security costs, rent assistance 

and waived liability for sick pay. Companies have 

also been offered a grace period from tax payments, 

guarantees and loans. Moreover, the municipalities 

have received more funds and unemployment 

benefits have become more generous. All these 

developments suggest that further crisis response 

measures will soon be forthcoming, in order to find a 

more direct way of reducing the burden on those 

companies affected, in terms of payroll and other 

fixed costs. We can also expect a stimulus package 

to be introduced to kick-start the economy, once the 

pandemic has petered out.  

Both fiscal policy and monetary policy should be as 

expansionary as possible, to prevent the crisis 

lasting any longer than necessary. We believe that 

the government will introduce further emergency 

measures and stimulus measures corresponding to 

around 2 percent of GDP. In addition to the direct 

costs incurred by the government's measures, public 

finances will be weakened by the economic 

downturn. Overall, it is expected that the public 

sector will report a budget deficit of around 7 percent 

of GDP and that public debt will rise from around 

35 percent to 45 percent of GDP. 
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Repo rate at 0 percent in the coming years  

To date, the Riksbank has focused on measures 

aimed at ensuring a fully functioning supply of credit. 

In its most recent monetary policy decision, the 

Riksbank chose to leave the interest rate unchanged 

at 0 percent because it does not consider it justifiable 

to lower the interest rate to stimulate demand in this 

position. At the same time, it stated that it does not 

exclude an interest rate cut to stimulate demand in 

the recovery phase, but this is dependent on several 

factors, such as exchange rate movements and the 

magnitude of the expected impact on banks' lending 

rates. Although an interest rate cut is not formally 

excluded, we interpret the Riksbank’s message as 

zero being the new lower limit for the repo rate. We 

therefore expect the repo rate to remain at 0 percent 

throughout the forecast period. 

The Swedish krona weakened against both the 

dollar and the euro at the beginning of the year, but 

has coped relatively well compared with other 

currencies. The krona is weak, in both historical and 

real terms. Our view is that the krona will strengthen 

against most other currencies as the concerns over 

the coronavirus abate. 
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Norway  

Permanent loss of output in the wake of the crisis  
Strategies to combat the spread of the coronavirus are taking a heavy toll on the Norwegian 

economy, with negative impacts made worse by the collapse in the oil price. The Norwegian 

economy is set for a permanent loss of output, in our view, even though the pandemic-related 

measures will be lifted gradually ahead. Against this backdrop, we believe Norges Bank will track 

its own signals and cut its policy rate all the way down to zero percent.  

The real economy is being severely affected  

Norwegian authorities have chosen a strategy of 

suppressing the spread of the coronavirus, aiming 

to keep the reproduction number of the virus 

below 1. The strategy includes strict physical 

distancing measures, which could persist for a long 

time, taking a heavy toll on the economy. The 

effects are highly visible in the labour market, as the 

registered unemployment rate has increased 

sharply to around 10 percent. It was 2.2 percent 

prior to the crisis. When including people who are 

partly unemployed, the total figure reaches 

15 percent of the labour force. The unemployment 

figures are at their highest since World War II. While 

unemployment has risen broadly, the service 

sectors are being hit particularly hard. Detailed 

information shows that all regions of Norway are 

affected by the crisis. Given the state of the labour 

market, we calculate that the mainland economy is 

currently down by about 10 percent in y-o-y terms.  

 

     

Norwegian authorities have launched a series of 

measures to mitigate the economic downturn in the 

wake of the crisis. For instance, Norges Bank has 

cut its policy rate by 125 basis points, to 

0.25 percent, and expressed a willingness to go 

lower. We expect that Norges Bank will eventually 

cut its policy rate down to zero percent, and keep it 

there for the foreseeable future. At the same time, 

we believe Norges Bank will refrain from adopting 

negative rates. From a Norwegian point of view, 

negative policy rates are uncharted territory, and the 

net effects are probably even more uncertain now 

that the financial system has already been put under 

stress. Also, fiscal authorities have ‘opened the 

taps,’ thereby lightening Norges Bank’s workload. 

The 3-percent fiscal rule is not binding at the 

moment. However, we stress that these measures 

will not prevent a sharp economic downturn, which 

is already present, although they should dampen the 

overall downturn and help the economy to recover 

faster once the public health crisis is over.  

Gradual opening of the economy; now what? 

There are several reasons to believe that this will be 

a lengthy process. For starters, the government 

recently announced that some parts of the economy 

are allowed to open up gradually from the end of 

April, with more expected to come during the second 

half of the year, conditional upon the reproduction 
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number staying below 1. Nevertheless, the positive 

employment effects of this are negligible at this point, 

meaning that general activity will likely remain way 

below normal in the coming months. The 

government has also expressed that it will take a 

long time to reopen the economy fully again.  

Drop in oil prices is making matters worse  

In addition, the steep decline in oil prices will further 

slow the recovery. The operators on the 

Continental Shelf have already signalled budget 

cuts, most notably in highly price-sensitive 

segments, such as exploration, and we note that 

some planned investment projects have been put 

on hold. The consequence is that real petroleum 

investments, which already were expected to 

decline significantly from next year owing to a lack 

of projects in the pipeline, will likely drop back 

sharply from this year. We expect the downturn to 

continue through 2021, which will further dampen 

the recovery of the overall economy.  

Permanent loss of economic output  

All told, we believe the Norwegian economy will 

experience a permanent loss of output in the wake 

of the coronavirus pandemic (i.e. the economy will 

not fully return to its pre-crisis trend path). We expect 

mainland GDP to contract by around 5.8 percent this 

year, before picking up by 3.6 percent in 2021 and 

1.8 percent in 2022.  

This also implies that the unemployment rate, 

although expected to drop from the current highs, 

will remain elevated in the years ahead. We 

forecast that registered unemployment will hover 

around 4.0 percent over the next couple of years, 

which is elevated by Norwegian standards, as 

registered unemployment of around  

2.25-2.5 percent is more typical.   

 

Lower trajectory for housing prices 

Against this backdrop, we believe the housing 

market will be impacted over the longer haul, even 

though price declines have been modest so far, with 

national housing prices down by 1.4 percent in 

March compared to February (seasonally adjusted). 

In our view, the downturn was probably cushioned 

by significantly lowered mortgage rates, but near-

term risks for the housing market are still skewed to 

the downside. More importantly, we do not believe 

that housing prices will fully recover to their pre-crisis 

trend, as a lower trajectory for GDP, and thus 

employment, implies a lower trajectory for aggregate 

disposable incomes, which should put downward 

pressure on housing prices as well. 

Historically weak NOK exchange rate  

In summary, Norway’s chosen strategies to fight the 

spread of the coronavirus have probably resulted in 

a permanent setback across a range of macro 

variables. The risks to the economy are also quite 

visible in the currency market, with the Norwegian 

krone (I-44) down by about 11 percent since 

February. Despite direct intervention from Norges 

Bank, an approach not taken since the 1990s, 

having reversed some of the collapse, the NOK is 

still hovering around historically weak levels. Against 

a backdrop of a weak economy subject to downside 

risks, coupled with low oil prices, the scope for a full 

recovery of the NOK is also limited, in our view. We 

expect the EUR/NOK to trade around 11.25 over the 

next three to six months (at present: 11,47).  
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Finland  

The economy in a free fall  
The COVID-19 pandemic will hit the Finnish economy hard in 2020. Even prior to the outbreak, 

data for the Finnish economy had started soften slightly. Therefore, the starting point for the 

coronavirus crisis was weaker than previously projected. The service sector, smaller companies 

and households will shoulder a large part of the economic burden from the pandemic. Moreover, 

the public sector debt level in Finland is set to increase drastically in 2020. We forecast Finnish 

GDP to shrink by 10 percent in 2020, but rebound with 5 percent growth in 2021.  

Strict containment measures in Finland 

In 2019, Finnish GDP grew by 1.0 percent. There were 

some softening trends in the Finnish economy in the 

early part of 2020. Exports and industrial output were 

weak in January-February. The coronavirus started to 

impact the Finnish economy in March. As the outbreak 

worsened in Europe, the Finnish Government 

introduced strict containment measures in mid-March 

to mitigate its spread. Subsequently, the negative 

impact on the economy has grown larger; in particular, 

the economic hit to the service sector is huge. All of the 

restaurants, hotels and bars are closed; most of the 

shops are closed. Also, travel and tourism have 

basically declined to zero. As a consequence, the 

number of layoffs has increased drastically. 

Private consumption will be hit most 

Private consumption will decline drastically in 2020, 

and we expect the most severe hit will take place in 

the second quarter. Grocery sales will likely be the 

only bright spot in household consumption. All other 

sectors will likely decrease markedly, and investment 

activity will take a major hit. The ongoing investment 

projects will be finalised, but new investments are 

unlikely to begin before the outlook is clearer. 

Furthermore, exports will weaken as economic 

activity declines strongly in Finland’s main export 

markets. Finnish exports mainly consist of investment 

goods, raw materials and intermediate goods, and we 

expect the global demand for these types of goods to 

be rather weak in 2020 owing to COVID-19. On the 

other hand, public consumption will support economic 

activity in 2020. We forecast that Finnish GDP will 

decline by 10 percent in 2020. As the negative 

financial impact from the coronavirus should 

evaporate towards the year end, we forecast a strong 

rebound in 2021. We forecast that GDP will grow by 

5 percent in 2021 and 1.5 percent in 2022.  

Service sector and SMEs most vulnerable  

As in other countries, the service sector is the most 

vulnerable in Finland to pandemic-related measures. 

Hotels and restaurants are closed at least until the 

end of May, and many retail shops have voluntarily 

closed. As the pandemic persists, we expect the 

negative economic impact will spread to construction 

and manufacturing sectors. Small and medium-sized 

enterprises (SMEs) account for 99.8 percent of all 

companies in Finland. SMEs are also major 

employers, as they employ close to 1 million persons 

(65 percent of total employment by all companies). 

The Finnish government has directed stimulus to 

SMEs, in an attempt to avoid an unbearably high 

increase in unemployment. We forecast the 

unemployment rate will increase to 9.5 percent in 

2020 and then decline to 8 percent in 2021 and to 

7.5 percent in 2022. 

 

Debt to skyrocket after government stimulus  

Stimulus measures, direct financial aid and a large 

drop in tax revenue will increase the public sector’s 

deficit and debt considerably. For 2020, we forecast 

the deficit to be 10 percent of GDP and the debt ratio 

to increase to 73 percent of GDP. The incurred 

economic costs from the pandemic will be financed 

mainly by the central government’s new extra debt 

intake. In addition, we expect local governments’ 

financial positions will weaken strongly in 2020. 

Overall, we expect that governments will take on 

new debt of more than EUR 20bn in 2020. As the 

economic activity should rebound in 2021, the 

financial position of the public sector should improve.
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Denmark  

When will the lights be turned on again? 
The Danish economy is experiencing an unprecedented reduction in economic activity due to the 

spread of COVID-19. In our main scenario, we expect a modest recovery to take place in the 

second half of 2020 as containment measures are gradually rolled back. We forecast GDP to 

shrink close to 7 percent this year before rebounding with 4 percent growth in 2021. Uncertainties 

about the duration and depth of the crisis as well as the strength of the subsequent recovery are, 

however, still significant.  

Unprecedented shock to the economy  

The outlook for the Danish economy has changed 

dramatically, as the coronavirus spread around the 

world causing a global economic lockdown. This is 

having a direct effect on exports, as global demand 

plunges and supply disruptions hamper production. 

Sentiment is taking a hit, curtailing discretionary 

spending and investments. Social distancing 

measures and the shutdown of large parts of the 

economy are also taking their toll, especially in the 

service sector, and constitute a major supply shock 

to the economy. A significant demand shock is also 

evolving, evident in e.g. a marked drop in new car 

sales in March.  

So far, we have only scarce evidence from hard 

economic data as to how badly the real economy has 

been hit. Timely unconventional indicators and initial 

claims do, however, point to an unprecedented drop 

in GDP and a considerable increase in 

unemployment in the second quarter.  

Containment measures rolled back gradually 

As efforts to fight COVID-19 appear successful, we 

might see a broader rollback of the lockdown than 

originally planned. However, in our main scenario we 

expect restrictions to be eased at a considerably 

slower pace than they were introduced, and we 

expect the crisis to have a more lasting behavioural 

effect on both consumption and investments. Thus, 

while there is some release of pent-up demand, 

consumers do not race back to shops or restaurants. 

Furthermore, factories and other workplaces take 

time to return to full capacity, hampering 

investments, and not every job lost in the crisis is 

won back. Trade remains sluggish, as we expect 

Denmark’s harder hit trading partners to be slower to 

pick up. In this scenario, we expect a decline in GDP 

of up to 7 percent in 2020 followed by growth just shy 

of 4 percent next year. We expect unemployment to 

increase by up to 100,000 people and house prices 

to fall by up to 10 percent before recovering later in 

2021. However, the loss of output due to the virus 

outbreak is not expected to be recovered in our 

forecast horizon.  

In a best-case scenario, the downturn in GDP this 

year would be more limited and the subsequent 

recovery stronger, with economic output back to pre-

pandemic levels as early as the first half of 2021. In 

a worst-case scenario (the virus resurfaces, 

changes in behaviour are more entrenched and the 

crisis abroad is deeper than expected) the hit to GDP 

would be considerably larger and the recovery would 

be tepid and delayed.  

In order to mitigate the negative economic impact and 

dampen the rise in unemployment and bankruptcies, 

the government has adopted several liquidity 

enhancing and cost covering relief packages. The 

costs of these packages are considerable, and public 

finances are weakened by lower taxes and increasing 

unemployment benefits. However, public debt was 

low prior to the outbreak, and even if further fiscal 

packages are introduced, we see little risk of public 

finances becoming unsustainable.  

In tandem with robust financial buffers in households 

and businesses, and as Danish exports in general 

are relatively less sensitive to weaker global 

demand, we see scope for Denmark to fare 

somewhat better than many other countries. 
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The Netherlands  

Well-equipped fiscally to cope with the pandemic 
The Netherlands has been badly affected by the pandemic, but has opted for less drastic 

measures than many other countries. However, the effects of the pandemic are likely to hit the 

economy and unemployment hard, even if the country’s fiscal policy strength mitigates part of the 

impact, particularly on the labour market. The forthcoming stimulus measures are likely to 

increase the public debt more than during the 2008-09 financial crisis.  

Recession despite less stringent shutdowns 

Although the Netherlands has not been as badly 

affected as some other European countries, the 

pandemic has still hit it hard. Nevertheless, the 

Netherlands has chosen not to go as far as many 

other countries in terms of closing down its economy. 

Instead, it has aimed to create a “one-and-a-half-

metres” economy, whereby herd immunity to the 

virus is expected to be built up.  

GDP growth and high frequency variables 

 

Sources: Brookings-FT TIGER, Handelsbanken, Statistics Netherlands 

In the past, the Dutch economy has grown faster 

than the eurozone average, and it is one of the few 

countries to have considerable scope in terms of 

fiscal policy. However, the country’s openness and 

dependence on global demand and trade mean that 

the economic effects of the pandemic will add to last 

year’s global slowdown. Now, more high-frequency 

data are pointing to lower economic activity. As in 

the rest of the world, it is the service sector that has 

been hit hardest, although subdued global demand 

this year is also likely to burden manufacturing. 

Fiscal policy eases impact on labour market 

The pandemic is hitting the labour market hard. The 

standard measure of unemployment is unlikely to 

show the total effect, as many companies are more 

likely to reduce working hours than to make staff 

redundant. This is possible due to the state’s 

contribution to labour costs and the liquidity 

measures for companies that, via the ECB and the 

state’s own programmes, fulfil any requirements for 

credit. The packages of stimulus measures that have 

so far been announced are considerably more 

modest than many others in the eurozone, and will 

probably need to be expanded. We foresee a steep 

budget deficit and an increase in public debt of 

almost 40 percent as a proportion of GDP – a much 

greater increase than during the most recent 

financial crisis. In our view, this will be surmountable, 

partly because the Netherlands has scope in terms 

of fiscal policy, and the EU has declared that the 

rules of the Stability Pact can be ignored during the 

pandemic. Established political agreements, such as 

pension and climate agreements, will probably also 

contribute to increases in public expenditure from 

next year onwards. However, an effort to increase 

household purchasing power with the aid of tax cuts 

is likely to be complicated by lower employment this 

year, as well as the vulnerability of household 

indebtedness. When investments decline and trade 

remains subdued, fiscal policy is likely to have its 

main impact on the labour market and, in our 

forecasts, we therefore see a stronger impact of the 

pandemic on GDP growth than on unemployment. 

Sharp fall in GDP in 2020; recovery in 2021-22 
We expect GDP to drop by 7 percent in 2020. 

Growth is then expected to steadily return to around 

3.3 percent in 2021 and 2.1 percent in 2022. The 

increase in unemployment is expected to be 

considerable, although less than in the rest of the 

eurozone. We foresee an average level of 7 percent 

for 2020, dropping back to 5.9 percent in 2021 and 

to 5 percent thereafter. We also expect low 

inflation, particularly this year, as a result of falling 

energy prices. Subsequently, we foresee a 

moderate increase.
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Key ratios  
 

 

 

Real GDP forecast

2019 2020p 2021p 2022p

Sweden' 1.3 -6.9 (0.7) 4.2 (1.4) 2.4 (na)

Denmark 2.4 -6.6 (1.2) 3.7 (1.3) 1.7 (na)

Finland 1.0 -10.0 (0.9) 5.0 (1.2) 1.5 (na)

Norway, mainland economy 2.4 -5.8 (1.8) 3.6 (1.4) 1.8 (na)

Eurozone 1.2 -8.0 (0.9) 3.7 (1.1) 1.4 (na)

Netherlands 1.8 -7.4 (1.3) 3.3 (1.3) 2.1 (na)

United Kingdom 1.3 -8.0 (1.0) 4.5 (1.2) 1.5 (na)

United States' 2.3 -7.1 (1.6) 6.0 (1.8) 2.4 (na)

China 6.1 2.0 (5.7) 7.5 (5.5) 5.7 (na)

*Calendar adjusted

Inflation forecast

2019 2020p 2021p 2022p

Sweden, CPI 1.8 0.4 (1.6) 1.3 (1.5) 1.4 (na)

Sweden, CPIF 1.7 0.3 (1.5) 1.3 (1.5) 1.3 (na)

Denmark 0.8 0.1 (1.3) 0.7 (1.5) 0.9 (na)

Finland 1.0 0.3 (1.2) 1.5 (1.4) 1.4 (na)

Norway, CPI 2.2 1.2 (2.0) 3.3 (2.0) 1.7 (na)

Norway, CPIATE 2.2 2.7 (2.0) 2.2 (2.0) 1.7 (na)

Eurozone 1.2 -0.1 (1.2) 0.5 (1.4) 1.2 (na)

Netherlands 2.7 0.2 (1.2) 1.2 (1.4) 1.6 (na)

United Kingdom 1.8 1.2 (1.5) 1.3 (1.7) 1.6 (na)

United States, PCE Core 1.6 0.8 (1.9) 1.3 (2.0) 1.9 (na)

Unemployment forecast

2019 2020p 2021p 2022p

Sweden 6.8 9.5 (7.2) 9.5 (7.4) 8.3 (na)

Denmark 5.0 6.7 (5.6) 7.6 (6.0) 6.4 (na)

Finland 6.7 9.5 (6.5) 8.0 (6.5) 7.5 (na)

Norway* 2.3 6.5 (-) 4.1 (-) 3.9 (na)

Eurozone 7.6 11.9 (7.7) 10.8 (7.8) 9.0 (na)

Netherlands 3.4 7.0 (4.1) 5.9 (4.3) 5.0 (na)

United Kingdom 3.8 8.0 (4.0) 6.5 (4.2) 5.5 (na)

United States 3.7 11.0 (3.7) 9.0 (3.9) 8.0 (na)

Source: Handelsbanken

In brackets: Global Macro Forecast January 22, 2020

*Registered unemployment (NAV)

Annual average

Annual average

Annual average
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Interest rate forecast

Policy rates 2019 2020p 2021p 2022p

United States 1.625 0.125 (1.625) 0.125 (1.625) 0.125 (na)

Eurozone -0.50 -0.50 (-0.50) -0.50 (-0.50) -0.50 (na)

Sweden 0.00 0.00 (0.00) 0.00 (0.00) 0.00 (na)

Denmark -0.75 -0.60 (-0.65) -0.60 (-0.65) -0.60 (na)

United Kingdom 0.75 0.10 (0.75) 0.10 (0.75) 0.10 (na)

Norway 1.50 0.00 (1.50) 0.00 (1.50) 0.00 (na)

Interbank rates 2019 2020p 2021p 2022p

United States, LIBOR 1.91 0.43 (1.93) 0.43 (1.93) 0.68 (na)

Sweden, STIBOR 0.15 0.20 (0.20) 0.20 (0.20) 0.20 (na)

Eurozone, EURIBOR -0.38 -0.40 (-0.42) -0.40 (-0.42) -0.40 (na)

Denmark, CIBOR -0.4 -0.20 (-0.35) -0.20 (-0.35) -0.20 (na)

Norway, NIBOR 1.84 0.50 (1.90) 0.50 (1.90) 0.50 (na)

2 year govt. bond yield 2019 2020p 2021p 2022p

United States 1.57 0.30 (1.60) 0.35 (1.70) 0.50 (na)

Eurozone (Germany) -0.63 -0.60 (-0.69) -0.60 (-0.66) -0.60 (na)

Sweden -0.33 -0.20 (-0.30) -0.20 (-0.15) -0.20 (na)

Denmark -0.66 -0.40 (-0.50) -0.35 (-0.40) -0.35 (na)

Finland -0.57 -0.55 (-0.55) -0.55 (-0.45) -0.55 (na)

United Kingdom 0.52 0.10 (0.60) 0.10 (0.65) 0.10 (na)

Norway 1.34 0.35 (1.35) 0.35 (1.40) 0.40 (na)

5 year govt. bond yield 2019 2020p 2021p 2022p

United States 1.69 0.65 (1.75) 0.95 (1.90) 1.13 (na)

Eurozone (Germany) -0.49 -0.45 (-0.46) -0.40 (-0.41) -0.30 (na)

Sweden -0.24 -0.05 (-0.20) 0.00 (0.00) -0.10 (na)

Denmark -0.48 -0.30 (-0.40) -0.20 (-0.30) -0.10 (na)

Finland -0.35 -0.32 (-0.25) -0.27 (-0.20) -0.17 (na)

United Kingdom 0.60 0.23 (0.60) 0.25 (0.65) 0.35 (na)

Norway 1.38 0.45 (1.40) 0.60 (1.45) 0.70 (na)

10 year govt. bond yield 2019 2020p 2021p 2022p

United States 1.92 1.00 (1.90) 1.55 (2.10) 1.75 (na)

Eurozone (Germany) -0.19 -0.30 (-0.24) -0.20 (-0.16) 0.00 (na)

Sweden 0.14 0.05 (0.15) 0.15 (0.25) 0.35 (na)

Denmark -0.17 -0.20 (-0.15) -0.10 (-0.05) 0.10 (na)

Finland 0.05 -0.05 (0.00) 0.00 (0.10) 0.15 (na)

United Kingdom 0.74 0.35 (0.73) 0.50 (0.80) 0.65 (na)

Norway 1.55 0.85 (1.50) 1.05 (1.55) 1.25 (na)

2 year swap rate 2019 2020p 2021p 2022p

United States 1.66 0.45 (1.80) 0.45 (1.90) 0.50 (na)

Eurozone -0.29 -0.15 (-0.29) -0.15 (-0.26) -0.15 (na)

Sweden 0.24 0.20 (0.25) 0.20 (0.35) 0.20 (na)

Denmark -0.17 0.10 (0.00) 0.15 (0.10) 0.15 (na)

United Kingdom 0.8 0.45 (0.80) 0.45 (0.85) 0.45 (na)

Norway 1.99 0.65 (1.95) 0.65 (1.95) 0.70 (na)

5 year swap rate 2019 2020p 2021p 2022p

United States 1.69 0.70 (1.90) 0.95 (2.05) 1.08 (na)

Eurozone -0.13 0.00 (-0.01) 0.05 (0.04) 0.15 (na)

Sweden 0.39 0.30 (0.40) 0.30 (0.50) 0.40 (na)

Denmark 0.01 0.10 (0.10) 0.15 (0.20) 0.20 (na)

United Kingdom 0.88 0.53 (0.88) 0.55 (0.95) 0.65 (na)

Norway 2.01 0.70 (1.90) 0.85 (1.95) 0.95 (na)

10 year swap rate 2019 2020p 2021p 2022p

United States 1.86 1.00 (1.95) 1.45 (2.15) 1.60 (na)

Eurozone 0.19 0.06 (0.27) 0.16 (0.34) 0.36 (na)

Sweden 0.69 0.35 (0.60) 0.40 (0.70) 0.60 (na)

Denmark 0.33 0.30 (0.35) 0.35 (0.45) 0.45 (na)

United Kingdom 1.02 0.55 (1.05) 0.70 (1.15) 0.85 (na)

Norway 2.08 1.10 (2.00) 1.35 (2.10) 1.55 (na)

Source: Handelsbanken In brackets: Global Macro Forecast January 22, 2020

End of year
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Exchnage rate forecast

2019 2020p 2021p 2022p

EUR/SEK 10.43 10.50 (10.55) 10.40 (10.45) 10.30 (na)

USD/SEK 9.32 9.29 (9.25) 9.12 (9.09) 9.04 (na)

GBP/SEK 12.31 11.93 (11.99) 11.30 (11.88) 11.20 (na)

NOK/SEK 1.06 0.94 (1.03) 0.95 (1.02) 0.96 (na)

DKK/SEK 1.40 1.41 (1.41) 1.39 (1.40) 1.38 (na)

CHF/SEK 9.61 9.72 (9.42) 9.54 (9.25) 9.45 (na)

JPY/SEK 8.57 8.30 (8.26) 8.15 (8.11) 7.93 (na)

CNY/SEK 1.34 1.35 (1.27) 1.32 (1.21) 1.31 (na)

EUR/USD 1.12 1.13 (1.14) 1.14 (1.15) 1.14 (na)

USD/JPY 108.68 112.00 (112.00) 112.00 (112.00) 114.00 (na)

EUR/GBP 0.848 0.880 (0.880) 0.920 (0.880) 0.920 (na)

GBP/USD 1.32 1.28 (1.30) 1.24 (1.31) 1.24 (na)

EUR/CHF 1.09 1.08 (1.12) 1.09 (1.13) 1.09 (na)

USD/CNY 6.96 6.90 (7.30) 6.90 (7.50) 6.90 (na)

EUR/DKK 7.47 7.46 (7.46) 7.46 (7.46) 7.46 (na)

SEK/DKK 0.72 0.71 (0.71) 0.72 (0.71) 0.72 (na)

USD/DKK 6.67 6.60 (6.54) 6.54 (6.49) 6.54 (na)

GBP/DKK 8.81 8.48 (8.48) 8.11 (8.48) 8.11 (na)

CHF/DKK 6.88 6.91 (6.66) 6.84 (6.60) 6.84 (na)

JPY/DKK 6.14 5.89 (5.84) 5.84 (5.79) 5.74 (na)

EUR/NOK 9.86 11.15 (10.20) 10.90 (10.20) 10.70 (na)

SEK/NOK 0.95 1.06 (0.97) 1.05 (0.98) 1.04 (na)

USD/NOK 8.81 9.87 (8.95) 9.56 (8.87) 9.39 (na)

GBP/NOK 11.64 12.67 (11.59) 11.85 (11.59) 11.63 (na)

CHF/NOK 9.09 10.32 (9.11) 10.00 (9.03) 9.82 (na)

JPY/NOK 8.10 8.81 (7.99) 8.54 (7.92) 8.23 (na)

Source: Handelsbanken In brackets: Global Macro Forecast January 22, 2020

End of year



Research disclaimer

Risk warning
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is not a guarantee of future return. The value of financial instruments can rise or fall, and it is not 
certain that you will get back all the capital you have invested. At times, the expected total returns may 
fall outside of the above stated ranges because of price movement and/or volatility. Such interim 
deviations from specified ranges will be permitted but will become subject to review by Research 
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Research disclaimers 
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In no event will SHB or any of its affiliates, their officers, directors or employees be liable to any person 
for any direct, indirect, special or consequential damages arising out of any use of the information 
contained in the research reports, including without limitation any lost profits even if SHB is expressly 
advised of the possibility or likelihood of such damages.

The views contained in SHB research reports are the opinions of employees of SHB and its affiliates 
and accurately reflect the personal views of the respective analysts at this date and are subject to 
change. There can be no assurance that future events will be consistent with any such opinions. Each 
analyst identified in this research report also certifies that the opinions expressed herein and attributed 
to such analyst accurately reflect his or her individual views about the companies or securities 
discussed in the research report. This research report does not, and does not attempt to, contain 
everything material that there is to be said about the company or companies described herein. For 
additional information about our research methodology please visit, 
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Research reports are prepared by SHB for information purposes only. The information in the research 
reports does not constitute a personal recommendation or personalised investment advice and such 
reports or opinions should not be the basis for making investment or strategic decisions. This 
document does not constitute or form part of any offer for sale or subscription of or solicitation of any 
offer to buy or subscribe for any securities nor shall it or any part of it form the basis of or be relied on 
in connection with any contract or commitment whatsoever. Past performance may not be repeated 
and should not be seen as an indication of future performance. The value of investments and the 
income from them may go down as well as up and investors may forfeit all principal originally invested. 
Investors are not guaranteed to make profits on investments and may lose money. Exchange rates 
may cause the value of overseas investments and the income arising from them to rise or fall. This 
research product will be updated on a regular basis.

No part of SHB research reports may be reproduced or distributed to any other person without the 
prior written consent of SHB. The distribution of this document in certain jurisdictions may be restricted 
by law and persons into whose possession this document comes should inform themselves about, and 
observe, any such restrictions.

The report does not cover any legal or tax-related aspects pertaining to any of the issuer’s planned or 
existing debt issuances.

Please be advised of the following important research disclosure statements: 
SHB employees, including analysts, receive compensation that is generated by overall firm 
profitability. Analyst compensation is not based on specific corporate finance or debt capital markets 



services. No part of analysts’ compensation has been, is or will be directly or indirectly related to 
specific recommendations or views expressed within research reports.

From time to time, SHB and/or its affiliates may provide investment banking and other services, 
including corporate banking services and securities advice, to any of the companies mentioned in our 
research.

We may act as adviser and/or broker to any of the companies mentioned in our research. SHB may 
also seek corporate finance assignments with such companies. 

We buy and sell securities mentioned in our research from customers on a principal basis. 
Accordingly, we may at any time have a long or short position in any such securities. We may also 
make a market in the securities of all the companies mentioned in this report. [Further information and 
relevant disclosures are contained within our research reports.] 
SHB, its affiliates, their clients, officers, directors or employees may own or have positions in securities 
mentioned in research reports. 

In conjunction with services relating to financial instruments, the Bank may, under certain 
circumstances, pay or receive inducements, i.e. fees and commission from parties other than the 
customer. Inducements may be both monetary and non-monetary benefits. If inducements are paid to 
or received from a third party, it is required that the payment must aim to improve the quality of the 
service, and the payment must not prevent the Bank from safeguarding the customer's interests. The 
customer must be informed about such remuneration that the Bank receives. When the Bank provides
investment research, the Bank receives minor non-monetary benefits. Minor non-monetary benefits 
consist of the following: 

Information or documentation about a financial instrument or an investment service that is 
general in character.
Written material produced by a third party that is an issuer to market a new issue.
Participation at conferences and seminars regarding a specific instrument or investment 
service
Corporate hospitality up to a reasonable amount.

The Bank has adopted Guidelines concerning Research which are intended to ensure the integrity and 
independence of research analysts and the research department, as well as to identify actual or 
potential conflicts of interests relating to analysts or the Bank and to resolve any such conflicts by 
eliminating or mitigating them and/or making such disclosures as may be appropriate. As part of its 
control of conflicts of interests, the Bank has introduced restrictions (“Information barriers”) on 
communications between the Research department and other departments of the Bank. In addition, in 
the Bank’s organisational structure, the Research department is kept 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. According to the Bank’s Ethical 
Guidelines for the Handelsbanken Group, the board and all employees of the Bank must observe high 
standards of ethics in carrying out their responsibilities at the Bank, as well as other assignments. For 
full information on the Bank’s ethical guidelines please see the Bank’s website 
www.handelsbanken.com and click through to About the bank – Sustainability at Handelsbanken –
Sustainability – Policy documents and guidelines – Policy documents – Policy for ethical standards in 
the Handelsbanken Group. 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 full information on the Bank’s Policy against corruption please see 
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When distributed in the UK 
Research reports may be distributed in the UK by SHB.

UK customers should note that neither the UK Financial Services Compensation Scheme for 
investment business nor the rules of the Financial Conduct Authority made under the UK 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 scheme.
This document may be distributed in the United Kingdom only to persons who are authorised or 
exempted persons within the meaning of the Financial Services and Markets Act 2000 (as amended) 
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