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Su m mary Diagram 1 Economic tendency indicator

and GDP

Index mean=100, monthly values and percentage

The Swedish economy is still booming but has peaked and en- change, seasonally adjusted quarterly values

tered a slowdown phase. The previously strong investment cli- 1307
mate has meant that investment is now at high levels in parts of 120
the business sector. Together with the recent deterioration in 110 AJ
business confidence, considerable shortages of labour with the

required skills and a continued decline in housing investment,

this means that business investment will fall back slightly thi S
year. Unemployment will bottom out this year at 6.3 per cent be- 80 -
fore rising slightly next year, but resource utilisation in the la-

bour market will still be higher than normal. Despite the strong

labour market, wage growth will be moderate . Inflation will be

—— Economic tendency indicator

below 2 per cent both this year and the next . The Riksbank is — GDP (right

nevertheless expected to raise the repo rate at the end of 2019, o
Sour ces: Statistics Sweden and NIER.
but will not do so again until 2021.

Diagram 2 Households and the

After a weak third quarter, GDP growth picked up in the fourthsiness sector confidence indi cator
quarterto 1.2 per cent (s€8agramil). Exports increased by ~ n{ex mean=100. seasonally adjusted monthly
more than 3 per cent, and stockbuilding made an unusually 12
contribution to demand growth. The strong rise in exports &
stockbuilding is believed to have beenypairth temporary na-
ture, and a negative correction is to be expected in the first
ter this year, leading to flat GDP growth for the quarter.

Most signs are that the economy has peaked and has el 1
a slowdown phase. Both consumer confidence anddsusin
confidence have been falling recently, and consumers are |
less positive than normal (Beegrani2) despite a still strong le 7o -
bour market. Housingvastment will also continue to tumble
the first half of the year. All in all, GDP growth is therefore ¢ * oo™ 6" 10" 12" 1" 16" 18
pected to be slightly weaker than normal in the second qua e o total

The strong GDP growth in the fourth quarter made its MK | cr
on the labour market. Emploent increased by 0.7 per cent
(seeDiagranB), and unemployment fell slightly. Battent
data and various indicators suggest that employment growth hargm 5 Employment
slowed sharply in the first quarter, which is consistent with tmﬁ,lons and percentage change, seasonally

slowdown in demand growth. adjust ed quarterly values
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SLOWDOWN IN THE GLOB AL ECONOMY
51 +

The decline in Swedish confidence indicatonsactiybe ex-
plained by growth in the global economy having begunto s 4s -
along with considerable uncertainty attwuglobal outlook.
This slowdown is clearly reflected in weaker growth in worl 45
trade and global industrial production. Manufacturing confi-
dence indicators have fallen and are how only marginally a +2 1
ther historical averaga many parts of the wor{gdeeDiagram
4). Consumers have also become less optimistic in recent *° " 5" o4 06 0e 10 12 14 16 18 20 O
months, not least in the euro area and the UK. o ight)

The customs tariffs on Chinese goods introduced by the vo

Sour ces: Statistics Sweden and NIER.

are impacting negatively on ttén€se economy. There is also
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a tangible risk of the US expanding its tariffs aimed at Chinast@;ram 4 confidence indicators for

include automotive imports, which could have substantial negav/acturin - gin US, Euro Area and UK

tive effects on world trade. Uncertainty about Brexit is conti= - "ee" 0% menay values

ing to hamper activity in the UKreRit is also casting a shado

over developments in the other EU countries. The UK is co

sidered more likely to make an orderly exit from the EU tha 100

leave without a deal, and so our forecast is based on the a:

tion that a naleal Brexit is avoiddfithe UK were to leave the

EU without a deal, this would have appreciable negative cc

quences for the UK economy in particular, but would also I ™

negative effects elsewhere. 60
In the euro area, GDP growth was weak in the third and _ |

fourth quarters, with output falling slightly in both Germany ‘iPur‘ziasmglr:anag:fmdex’t“s 18

I'taly. I n Germanyds case, = Gonfiience lndiosor, euro area he 1

growth in demand for its export goods. Expansionary econc..... ’

policy and a still favourable investment climate mean that GEJESes: tammccon a Macrorand.

growth in the euro area will pick up during the course of this

yearInflation will remain relatively low this yeartapdext _ _

(seeDiagrare), and the ECB will not raise the refi rate until o > “onsamerpiees

2020 (seBiagran®). o e s e
In the US, growth last year was stianmdjthe economic de-

velopment continued to improwgnemployment is now below

4 per cent, and the strong labour market has caused wage

growth to begin to take off. This has not yet had any great «

‘120 r 120
--r110
r 100
r 90
- 80

r70

r 60

50

on inflation, which is cur t h t
target. Further ahead, however ngteo wage growth will put
more pressure on inflation, and the Federal Reserve will cc
tinue on its established path of interest rate increases next ,
to prevent the economy from overheating. N S N
10 12 14 16 18 20
—— Sweden, CPIF
WEAK KRONA BOOSTS SW  EDISH EXPORTERS :Efr’ocapréa, HICP
Recent year s0 shekromanhgs intregsad e Csdurces: DEED Mddrobon@ afid NIER.
Swedi sh exportersd international competitivenes:s
turingprofitsar e currently strong. According to the NI

Economic Tendency Survey, manufacturers are still happy withram 6 policy rates

their export order books (demgramy), albeit slight less so re-Per cent, daily - and monthly values
cently. Indicators for new export orders have also dropped °7
latelyand are now around normal levels. Togetheawibntin- s+
ued goodjrowth in exports of services, this suggests thatey , .-
ports will grow at around the same raiteytear athelast, de-
spite the expected negative correction in the first quarter. E
growth will thus not be especially strong by historical stand ’
To some extent, this is becatisaglemand for Swedish export *7
goods is growing relatively slowiyt, export growth is also ex- o
pected to be held back by bottlenecks in production. Capac .
utilisation has been very high for some timéfageans), & — Sweden
have shortages of labour with the required skills. =

—— Euro area, refi
—— Euro area, eonia, monthly average

Note. US policy rate refers to upper bound of the
target rate for the federal funds rate.

Sources: ECB, Federal Reserve, the Riksbank,
Macrobond and NIER.
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INVESTMENT CLIMATE C OOLING Diagram 7 Manuf acturer 6s vi
export order books

Although capacity utilisation is still high, investment growth iflandardized deviations from mean, seasonally
manufacturing will slow markedly over the course of the yga#dusted monthly values

This is mainlgdueto investment levels already being high, bt *]
some extent also to difficulties finding staff with thegkijis.
The situation is similar in services, where investment will vi
ally stagnate this year.

After a long period of rapid growth, housing investment «
creased last year in the wake of the sharp fall in housing pr
late 2017 and early 2018. Prices seem to hlailisesd, but the
number ofapartmenstarts has continued to fall relative to th.
same quarter the previous year. Housing investment will th
fore decrease this year before stabilising next year. A stron -
ply of new housing means that there is a not insignificant ri: |,
housing pricesdginning to fall again, with further negative @ 0 02 04 06 08 10 12 14 16 18
fects on housing investment. All in all, business investment igpurce: NIER.
forecast to decrease by 0.6 per cent this year. Investment will
therefore fall slightly as a share of GDPR&&gran®), which  piagram 8 industrial capacity
is the normallevelopmenbnce the econonhaspealed utili sation

Per cent, seasonally adjusted quarterly values

95 95
NO FISCAL SPACE IN 2 019

90 -

Government net lending will be low this year despite high ri |-
source utilisation, and wiillsome extent be propped up by th & -
strength of the economy. Structural net ler@éngyclically ad-
justed measure of net lending that serves as an important i
tor of compliance with the surplus tafyistalso expected to b
low (see Diagram 10)thiis picture persists, net lending may o -
need to be reinforced for the target to be met. Fiscal policy S R
pected to be neutral in 2019. Given the surplus target, therc o ©2 04 06 08 10 12 14 16 18

—— Statistics Sweden

80 7

75 1

no scope for unfunded measures in the spring amending bl - - staiistics Sweden, mean 2000-2018
Fiscal space in 202023 is estimated at just under SEK 120~ Nie. mean 20002018

lion, which rqughly correqunds to the' cost of malntalrjlng PRl te. The NIER's capacity uill  sation refers to the
sonnel density in the provision of publicly funded services. Awnufacturing industry.
ces: Statistics Sweden and NIER.

increase in the standard of these services in line with the histfic
cal pattern would cban additional SEK 20 billion. Diagram 9 Gross fixed capital

formation

Per cent of GDP, current prices
CONSUMERS DOWNBEAT D ESPITE ECONOMIC BOOM 30 e a0

Employment has risen rapidly in recent years. Alteouglby- !
ment growthwill slow this year, resource utilisation in the lak ‘
market will still be higher than normal sgglel) . Thi <7
tax cuts mean that househo -
crease by 2.1 per cent in 2019 dedpitgpeneadvage growth

(seeDiagraml]). In spite of the strong labour market, the co
sumer confidence indicator has dropped back markedly sin
September last year and is now biddwistorical average (see o

10 7

5 =

Diagran?). Consumers are less optimistic than normal abot  — rotalinvestments

. - —— Business sector, total
both aboutthe economgs a wholandtheir personal finances,  — usiness sector excl. housing
although they do believe that the risk of becoming unemplc  ~ pobie sutnoriies

themselves is still falling.

Sour ces: Statistics Sweden and NIER.



Household consumption was very weak in the third quarter.gram

2019
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10 Net lending and structural

last year, with a drastic reduction in sales of new cars as a reguitding in the public sector

of the new bousmalus system for vehicle taxation from 1 Jt
2018 Spending on new cars remained sluggish in the fourtt
quarter, and households are expected to continue to buy fe
cars in the near term than before the tax change.

Table 1 Selected Indicators

Percentage change, unless otherwise indicated

2018 2019 2020 2021 2022 2023
GDP, Market Prices 2.3 15 1.6 15 1.6 1.6
GDP per Capita 1.2 0.5 0.7 0.5 0.6 0.8
GDP, Calendar -Adjusted 2.4 15 1.4 1.3 1.6 1.9
GDP, World 3.6 3.4 3.4 3.3 3.3 3.3
Current Account Balance ! 3.4 4.0 3.9 3.9 3.9 3.8
Hours Worked 2 2.4 1.2 0.3 0.2 0.4 0.6
Employment 1.8 11 0.5 0.5 0.5 0.7
Unemployment Rate 3 6.3 6.3 6.4 6.5 6.7 6.8
Labour Market Gap * 1.0 1.2 0.7 0.3 0.0 0.0
Output Gap ° 1.6 1.2 0.7 0.3 0.0 0.0
Hourly Earnings 2.6 2.7 2.9 2.9 3.1 3.3
Hourly Labour Costs 27 2.6 2.6 2.8 2.9 3.1 3.3
Productivity 2 0.1 0.4 1.1 1.1 1.2 1.2
CPI 2.0 1.8 1.9 2.2 2.4 2.3
CPIF 2.1 1.7 1.6 1.8 2.0 2.0
Repo Rate 8° 7050 7025 000 050 075 1.25
10-year Government Bond
Yield® 0.7 0.5 0.9 1.4 1.8 2.2
Effective Krona Exchange Rate
Index (KIX) *° 1176 1206 1196 1182 1159 1134
Government Net Lending  * 0.7 0.2 0.3 0.4 0.2 0.3
Structural Net Lending ~ ** 701 701 0.0 0.3 0.3 0.3
Maastricht Debt ! 389 346 344 337 332 32.7

! Per cent of GDP. 2 Calendar -adjusted. * Per cent of labour force. “ Difference be-
tween actual and potential hours worked in per cent of potential hours worked.

° Difference between actual and potential GDP in per cent of potential GDP. 5 Ac-
cording to the short  -term earnings statistics. " Refers to the hours of employees. 8
Per cent. ° Atyear -end. ** Index 18 November 1992=100. 1 Per cent of potential
GDP.

Sources: IMF, Statistics Sweden, National Media
bond and NIER.

tion Office, The Riksbank, Macro-

Despite the decline in consumer confidence, household col
sumption increased by 0.7 per cent in the fourth quarter. B
retail sales and the household consumption indicator were
relatively strong in JamyarT his suggests that household con-
sumption has continued to grow at around the normal histo
rate in the first quarter. All in all, household consumption is
pected to grow slightly more slowly than real disposable inc

Per cent of GDP and per cent of potential GDP

34

ST LI R e e R e e B e B e e e
00 02 04 06 08 10 12 14 16 18 20 22
—— Net lending

—— Structural net lending
1 Change in structural net lending

Sour ces: Statistics Sweden and NIER.

Diagram 11 Household consumption,
real disposable income and saving

ratio

Percentage change and per cent of disposable
income plus collective savings

8

00 02 04 06 08 10 12 14
m=m Household consumption expenditure
1 Real disposable income

—— Saving ratio (right)

16

Note. The savings ratio is defined as households’
total saving incl. savings in premium and
occupational pensions as a share of household
disposable income plus savings in premium and
occupational pensions.

Sour ces: Statistics Sweden and NIER.

Diagram 12 Recruitment plans
Balances, seasonally adjusted monthly values
60
40
20
0
-20
-40
-60 T T T T T T T T -60
11 13 15 17 19
—— Manufacturing
—— Construction
—— Retail trade

— Private service sectors

Source: NIER.
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this year. Next year, wheal disposable income rises more

Swedish Economy March 2019

Diagram 13 Shortage of labour in

slowly, the saving rate is expected to come down slightly frofyerent parts of the business sector
hare of yes -answers , seasonally adjusted
a&rly values

its current high levels, and consumption will continue to grovf'(u

around 2 per cent (sBegramll).

LABOUR MARKET TO REM  AIN STRONG

Our expectation thamployment growtwill slow this year is
partlybased on employment plans in the business sector as
whole being less positive than they were last year, albeit st
slightly better than normal. The gleat decrease has been in
construction, where there are now slightly more firms planr
job cuts than job growth (de&graml?).

Shortages of labour with the required skills have been w
spread across much of the business sector in recent years.
is believed to have put something of a damper on employn
growth.Labour shortages are still much higher than normal,

80 7

60 -

40

20 7L/ AN

—— Manufacturing

—— Construction

—— Trade

—— Private service sectors

Adtuce: NIER.

hough they have abated somewhat recently, especially in con-

struction (sePiagraml3d. Now that tle economy is moving

Diagram 14 Unemployment

into a calmer phase, demand for labour will rise more slowlygeltgent of labour force and potential labour

the short term, however, the scarcity of labour is expected -

continue to hamper job creation somewhat in the business
tor, especially in manufacturing. phblicsetor has accountec
for a substantial share of
to high numbers of asylum seekers and other immigrants. ~
needs are now rapidly receding, and employment growth ir
publicsector will be weaker in 2019 and 2020fthahe last
few years, despite a growing need for personnel in educati
health care argbciakare.

The slower employment growth means that unemploym
will stop falling in early 2019 (Beagraml4). The combination
of major shortages of workers with the required skills and a

orce, seasonally adjusted quarterly values
9.0 7

8.5 -

8.0

55 LS e S e e e ot S e s e Bt B
00 02 04 06 08 10 12 14 16 18 20

—— Unemployment
~— Eqiulibrium unemployment

number of vacancies indicates considerable matching prob......

in the labour market. This is also reflected in statistics from fhe’ °es: Statistics Sweden and NIER.
Swedi sh Public Empl oyunerabe Ser vice showing
oggoupso6 who find it comparatively hard to

count for more than 75 per cent of the unemployed. This su@-

ports the NIERO®s view that

the equilibrium rate. The slower employment growth going ”‘j‘(‘;

ward means that umployment will edge up again over the
course of 2019, and resource utilisation in the labour marke
begin to fall back.

DAMPENED WAGE GROWTH IN THE BUSINESS SECTOR

The high resource utilisation in the labour market has not y

had any great impact on wage growth in the business sectc -

hough wage growthdreased slightly in 2018, it is still much
lower tharduringthe previous economic booms in the 2000¢
The high resource utilisation and continued shortages of wc
ers with the required skills mean that wages in the busines:
tor will now rise slightlyane quickly. One reason why wage

iagram 15 Business sector
rofitability .
Peldcdit, enm@albeﬂnybmreesnsetasonally

15 +

55

9

pl o)

t hat

obt ai

S

r 40

r38

-30

36

r34

LI e S S B e s S S S S B e
00 02 04 06 08 10 12 14 16 18 20

1 Profitability assessment
— = Profitability assessment, average 2003-2018
—— Adjusted profit share (right)

Sour ces: Statistics Sweden and NIER.
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growth in the business sector has been muted is that productivMram 16 Judgement of profitability
ity growth has been surprisingly weak in recent years. Firms'hayganufacturing industry, trade

. o L. and private service sectors
therefore found it difficult to absorb the same rapid increaseg,ifces, seasonally adjusted quarterly values
labour costs as before. Digspveak productivity growth, the a0 - -30
profit share is at normal levels @egramly . Fi r ms
sessment of their profitability in the Economic Tendemey
vey, on the other hand, is above the average for the past 1 1o
years, which indicates that there igereraheed to raise
prices. This favourable take on profitability in the business
tor as a whole is, however, largely a result of verymtofitgy -1 -
at manufacturers, which are benefiting from the weak krong

20

Service firmsd view of the i s
retail fir mefilevalshasedsterionaea tapidby - P e P
recenthand is now slightly lower than normal, whichahekc — Manufacturing

an increased need to pass on cost increases to customers T P semvice sectors

Diagraml6).

Source: NIER.

Rapidly rising energy prices pushed up CPIF inféetien
increase in the consumer price index with a fixed interést rate _
to more than 2 per cent for much of 2018. Excludingygrigr """ 1 00 S e
flation was much lower (demgraml?). This year, inflation ex ;. _
energy will accelerate to 1.7 per cent as prices for services
foodrisemorequc kl y. The kronads
tribute to inflation by pushing up import prices. CPIF inflatic
will nevertheless drop back below 2 per cent this yearasa 2°7
of energy prices rising more slowly. Next year, CPIF inflatic 15 /{-
energy wilhold at 1.7 per cent on average, but will be some 4,
lower towards the end of the year due to a decreasing effe
from the kronads previous
fall slightly, partlgtueto reduced electricity network charges.
CPIF inflagion will therefore ease to 1.6 per centin 2020.  °°

The NI ERGs f or ec as decideos rais-h T ChIF excl energy Vil
ingthe repo rate to 0.0 per cent in December 2019. This is . »
keeping with market expectations but slightly later than in the’™" ©* Staetes Sweden and NIER:
Rkbankdés own f or eDiagramd. Thare-February (see
duction in electricity network charges in 2020 will probably not
have any great impact on monetary policy. However, the weakgram 18 Repo rate
inflationary outlook even when energy is excluded means th#sr cent, daily - and quarterly values
the Riksbank will not raisedngst rates further until the begin °]
ning of 2021. CPIF inflation will then be on the way up agai , -
and it is expected to hit 2 per cent more consistently in 202
The Riksbank will therefore then continue on its establishe( *]
path and raise the repo rate gadlgt in the period 202D23. 21

3.0 T

25 7

0.5 5

0.0

T T T T T T T T L L T
06 08 10 12 14 16 18 20 22
—— NIER's forecast
—— RIBA futures 20 March 2019
—— Riksbank's forecast, February 2019

Note. The Riksbankdés forece
values.

Sour ces: Nasdag OMX, the Riksbank, Macrobond

and NIER.



Forecast revisiorz®19$2020
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Diagram 19 GDP in Euro Area

Percentage change, seasonally adjusted quarterly
values

New information since ollrecember forecast has led to som

revisions (seBable2). Some of the more significant changes
outlined below.

)l

Global GDP growth in 2019 has beevised down by
0.3 percentage points. It is primarily growth in the e
area that has been adjustedjsagranl9).

The price of a barrel of Brent crude has been revise
by more than USD Bothin 2019 and 2020 due to
prices rising further than expected recently and to fc
ward prices increasing.

Swedish GDP growth in 2019 has been adjusted ug

0.2 percentage pointeainlydueto a surprisingly

strong fourth quarter last year spilling over into 2019.
Household consumption increased by 0.7 per cent in
the fourth quarter, but was predicted to climb even fur-

wem March 2019
mmm December 2018

Sour ces: Eurostat, Macrobond and NIER.

Diagram 20 Household consumption

ther in our December fOI’GC&St (mramzo), due in Percentage change, seasonally adjusted quarterly
part to a stronger expected recovery in new car saleues

The consumer confidence indicator has also contint *°

to fall in recent months. Our forecast for household 29 -
consumption growth in 2019 has therefore been low 1s -
ered by 0.5 percentage points. . |

Hours worked increased by 1.6 per cent in the fourt
quarter, which was surprisingly high. Productivity
growth this year has therefore been revised down

slightly (seBiagran?l). 057
The kronandex (KIX) has been much weaker in reci -0 1

months than anticipated in our December forecast. s
hough the krona is expected to rally, the index has |
revised up by around 3 per cent in both 2019 and 2

o5 4wk

0.0 -

[ [

a T T i
10 12 14 16 18 20

wem March 2019
mmm December 2018

Despite the weaker krona, CPIF inflation is exow Sour ces: Statistics Sweden and NIER.

pected to be slightly lower in both 2019 and 2020 than
in our December forecast. This partlybe explained

by household demand having been weaker than previagram 21 Productivity

ously anticipated.

Government net lending as a share of GDP has bet¢ "

revised down by 0.2 an@ Percentage points in 2019

and 2020 respectively, primafugto weaker data for 5°7

2018 than anticipated in the December forecast.

4.8 -

4.6

4.4

Level, seasonally adjusted quarterly values

11

25

!
LI S B S B S B R B S B S B |

06 08 10 12 14 16 18 20

—— March 2019
—— December 2018

Sour ces: Statistics Sweden and NIER.

4.4



Table 2 Current Forecast and Revisions Compared to the

Percentage change, unless otherwise indicated

Global Economy

GDP, World

GDP, KIX -weighted

GDP, Euro Area

GDP, US

GDP, China

Federal Funds Target Rate 2
ECB Refi Rate 1?2

Oil Price 2

CPI, KIX -weighted

Domestic Economy

GDP, Calendar -Adjusted
GDP

Household Consumption
Government Consumption
Gross Fixed Capital Formation
Stockbuilding 4

Exports

Imports

Labour Market, Inflation, Interest Rates etc.

Hours Worked 5
Employment
Unemployment ©
Labour Market Gap *
Output Gap 8
Productivity 5

Hourly Earnings °
CPI

CPIF

Repo Rate 2

10-Year Government Bond Yield *

Effective Krona Exchange Rate Index
(KIX) 10

Current Account Balance  *

Government Net Lending  **

*Percent. 2 Atyear -end. ® Brent crude, USD per barrel, annual average.
dar -adjusted. © Per cent of labour force.

Mar

3.4

2.0

1.2

25

6.2

25

0.0

66.6

2.0

15

15

1.8

0.5

3.6

1.7

1.2

11

6.3

1.2

1.2

0.4

2.7

1.8

1.7

10.25

0.5

120.6

4.0

0.2

201 9

Dec

3.6

2.4

1.7

2.7

6.3

3.0

0.3

60.7

2.1

1.3

1.3

2.3

0.3

3.2

2.0

0.8

0.9

6.4

0.9

0.9

0.6

2.7

2.0

1.9

0.00

0.8

1175

4.0

0.4

Diff

710.3

104

7105

710.2

10.1

710.3

5.9

710.1

0.2

0.2

0.2

1.0

10.2

0.4

103

0.4

0.2

0.3

0.3

710.2

0.0

10.2

710.2

70.25

70.3

3.1

710.1

10.2

4 Change in per cent of GDP the previous year.
" Difference between actual and potential hours worked in per cent of potential hours

worked. @ Difference between actual and potential GDP in per cent of potential GDP.

tistics. *° Index, 18 November 1992=100.

Note. The difference is between the current forecast and the

sion.

Source: NIER.

 per cent of GDP.

December

Mar

34
2.1
14
1.9
6.0
2.8

0.3

2.1

14
1.6
2.0
14

0.5

3.0

25

0.3
0.5
6.4
0.7
0.7
11
2.9
1.9
1.6
0.00

0.9

119.6
3.9

0.3

9 According to the short

Swedish Economy March

2018 Forecast

20 20

Dec Diff
35 70.1
2.3 10.2
1.6 10.2
2.0 70.1
6.0 0.0
3.3 0.5
0.8 7105
61.4 5.3
2.3 10.2
1.5 710.1
1.7 710.1
2.1 0.0
1.5 710.1
0.4 0.1
0.1 0.0
3.3 0.3
2.7 0.2
0.4 0.0
0.4 0.1
6.5 70.1
0.5 0.2
0.5 0.2
1.1 710.1
2.9 10.1
2.1 710.2
1.7 710.1
0.25 10.25
1.4 0.5
116.2 3.4
3.9 0.0
0.6 103
5 Calen-

-term earnings sta-

December 2018 forecast. A positive value denotes an upward revi-

2019
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In brief

The longterm sustainability of
public finances

An ageing population will put pressure on public finances in the
coming decades. Tibcal SusthifablidyfRkeport 2019

shows that Swedendés current strong pub
much -needed space to meet demographic challenges, but the

margins are s mall. The buffer built up since the crisis of the
1990s will be used up within a few decades. This demographic
outlook demands fiscal prioritisation in the form of lower growth
in public expenditure or higher taxes to ensure that public fi-
nances are long  -term sustainable. A situation where demo-

graphic changes are permitted to impact fully on public finances

is not compatible in the long term with the current surplus tar-

get. If the surplus target were to be replaced with a balanced -
budget target in 2027, as part of the scheduled review, fiscal
policy would have some scope to adapt to demographic develop-
ments, while long -term fiscal sustainability would improve com-

pared to the reportodés baseline scenari

There are various ways of looking at thetlenng sustainability
of publ i c f i n &iscal Sustainability Répbrez
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The purpose of the report

On 20 February, the NIER published its annual

report on the long  -term sustainability of Swe-
dends public finances. Th
sents the reportés over al
short term, until 2023, the scenario for the

mac ro economy and the labour market is

based on the National Institute of Economic
Research's forecast and medium -term scenario
from December 2018.

The aim of the report, as with other sustaina-
bility assessments of this kind, is to identify
potential future i mbalances in public finances
at an early stage.

The reportdéds baseline sce
seen as a forecast for public finances, but as

an attempt to shed light on the degree to

which todayodés public sect
tax rules are compatible with expected demo-
graphic and macroeconomic developments.

Government expenditure and revenue are pro-
jected on the basis of St
est population forecast, published in April

2018, which runs through to 2100. Demo-

graphic developments impact on g overnment
expenditure by increasing or decreasing de-
mand for publicly funded welfare services.
Spending on these services is affected by the
size of the population, but also by its age com-
position, because the need for different welfare
services changes ov er our lifetime. Demo-
graphic changes also affect government reve-
nue, because labour supply and taxable factor
income differs between groups.

sustainable public finances are defined as where the public sec-

tor commitment can be maintained without governdednt
expressed as a share of the economy, moving in such a w.
give the government problems meeting its obligations in th
longer term. The report attaches particular importance to d
opments in the gover athedifd- 6
ence between its financial assets and its liabidikpsessed as
a share of the economy, and gross debt.

With a long timéorizon, it is reasonable to apply a broac
definition of the fiscal policy stance, which is referred to he
anunchanged public sector conmputatite, this is a matter ¢
interpreting what fiscal policy currently offers the populace.
With su& an interpretation, we can make projections where
ture fiscal policy adapts to demographic developments in g
that is considered compatible with the current fiscal policy
stance. These projections presuppose active political decis
for example tonaintain spending levels relative to some me
ure of need.

The NIER interprets the public sector commitment in ter
of unchanged personnel density in the provision of publicly
funded services, together with an annual increase in stand
line with tle historical pattern, unchanged replacement rate

Unchanged public sector commit-
ment

What can be consi dered the prevailing public
sector commitment is to some extent a matter

of interpretation and depends partly on the

time horizon for the analysis. For short -term
projections, a narrow definition of fiscal policy

is sometimes used, based on the latest cent ral
government budget for different items of ex-
penditure. In the longer term, however, it

would be misleading to interpret the public

sector commitment from such a static perspec-
tive. Unchanged rules paint an unrealistic pic-
ture of future fiscal policy, ab ove all by under-
estimating expenditure.

The NIER interprets an unchanged public sec-
tor commitment in terms of three assump-

tions: (i) personnel density in publicly funded
services is maintained at 2019 levels plus an
annual increase in standards in line wit h the
historical pattern, (ii) constant replacement

rates in the transfer systems, and (iii) un-
changed tax rules. The fiscal policy projections
are based on the central government budget
decided on for 2019.

The first assumption refers to personnel den-

sity relative to the number of users of different
welfare services, which means that govern-

ment consumption and investment will vary

over time as a result of demographic changes.
When it comes to collective services, such as
defence and justice, spending is as sumed to
follow aggregated population growth. The sec-
ond assumption means that transfer payments
rise in line with wages. The third means, in
principle, that taxes ris
taxes are generally expressed as a percentage
of an income or apr ice.

posi

t
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the transfer systems, and - B 1l es
h d bl i t Government net financial position
unc a n_g € ) pu I C ] S_e Y or C O and Maastricht debt
The long timéxorizon for these projections means thatac _ 1OUORHEEDEOS Hot 41 nal
count must be taken of behavioural changes that can be e; netofits financial O R
. t 0 |
pected to occur in the longer term. Based on 0bserveaBion( seets. if inancial assets exoved gross debt.
: ; the government will be in a net wealth posi-
trends, the population is assumed to work ever longer due ;S c e e, eeds fnancial aseers, the
better health, easing the ptge on costs from an ageing pop  sector will be in a net debt position.
lation. The sensitivity to these assumptions is discussed in The governmentés net fina
improved since the crisis of the 1990 s and has
port- been positive for more than a decade (see Dia-
gram 1), which is relatively unusual among
comparable countries.
CRITERIA FOR LONG -TERM SUSTAINABILITY Maastricht debt is the go
. . . . lidated debt and has d d b
So what is needed for public finances to be considered lon et 2&3;32; i md 19905, It
term sustainable? There is no universally accepted criterio ¢onsoldated in the sense that internal fabil-
X i K i . K ies within the government sector are elimi-
indication of longerm sustainability isifte g 0 v € r n n nated, and it therefore corresponds to the
. . .. amounts owed by central government, local
financial positioas a share of GDP does not trend downwal govemmentand the old  -age pension system
over a long time horizon. Some variation over time may be [29¢iher to lenders outside the govern— ment
tirely natural, for example due to demographic changes. A iy
period of gradual deterioration in the net financial position may, ... 22 covernmentn et financial
also, depending on hoewvenue and expenditure move, lead toosition and Maastricht debt
the net financial position eventually stabilising at a new, low&f’ ¢ ° ' °°? .
level that can still be considered sustainable. The European
Commi ssionds S2 indicator- c* fine
term sustainable as londhesnet financial position stabilises op |
an infinite horizon. This is a less stringent criterion for sustaina
bility, as it does not rule out the net position declining over a” |
very long period, even though this would be far from desirable
It is also impdant not to focus entirely on the net financial .
position. Asset values are determined partly by factors beyond
the reach of fiscal policy, and many government assets are asso . . . : -0
. . . . . 1995 2000 2005 2010 2015
ciated with important welfare functions and cannot readily be _
sold withoutnegléctn g t he gover nment 8S  Nimmeassion | ONS, for e

ple assets in the eddie pension system. Importance is theref@ee ces: statistics Sweden and NIER.
al so attached to developments in the government
debt, and consolidated gross debt (Maastricht debt) in particular,
when assessing tpterm sustainability.
The report thus makes an overall assessment based on these
different aspects of lostgrm fiscal sustainability. Attention is
paid in particular to the evolution of the net financial position,
but also to how long it takes for the net position and Maastric
debt to stabilise, and how the new@mm levels compare to
current levels.

DEMOGRAPICH DEVELOPM

I n Statistics Swedendos April
dish population grows from 10 million people today to 14

ENTS ARE KEY

2018 popul ation f«
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million in 2100 (sd@iagran23). Average life expectancy is ex-Diagram 23 The population of Sweden
pected to continue to rise. Today, the life expectancy-of a 6/;ions and annual percentage change
yearold is just over 20 years. This incetisust over 23 years
in 2050, and 27 years in 2100. The proportion of the populaﬁf)f
that is not of working age changes unfavourably with regard'fo
public finances, due mainly to a growing share of elderly peop}

15

(seeDiagrani24). It is especially the share of e8@s that 06 -
grows in relation to the workiage population. oo
One key assumption in the 1

part of the increse in life expectancy consists of healthy, actiVé’

years. As a result, people are ableiio langer and exit the la- 00—

bour market at an ever greaterdgigeotherwords, the retire-

ment age rises and the ratio between years of working life and —— wiiens cigno

years of retirement remains more or less constant. All else equ&d; s tatistics Sweden .

this behaviourahange favours public finances. It improves thgaoram 24 Demographic dependency

economic dependency ratio, which shows the number of un'gaﬁfo—

ployed and others who are not in work for each person in eme 10

ployment (seBiagran25). The economic dependency ratio stil} -

increases, however, due to the growing share of elderly in the-

population. 074
The demographic make of the population also affects o |

growth in the longer term. For one thing, the ageing gopulat,s |

means that demand for publicly funded welfare services rises,/

and so an increasing share of production is in the government|

sector where productivity growth is lower. For another, the , .

number of hours worked rises less quickly than it has histori- % 2 220 200 2080 2080 210

=09

-08

=07

=06

- 0,5

o4

- 0,3

0,2

callydue to the .W_orkingge population growing_reIaFiver T Querall dependency ratie
slowly. Productivity is assumed to follow the historical pattern. —— otd-age dependency ratio

Allin all, this means that GDP grows by just over 1.9 per cefigie the diagram  shows the overall dependency

io (the number of people who are not of

per year on average through to 2050, compared with 2.2 percentage relative to the number of people who

are), which can be divided into a child

in the pe|0d 19812017. dependency ratio (the number of people aged 19
and under relative to the working -age
population ) and an old -age dependency ratio (the

INCREASED CONSUMPTIO N OF WELFARE SERVICE S number of people aged 65 and over relative to

the working -age population).
Government consumption is projected to rise in line with thegSource : S tatistics Sweden .
demographic need, with the biggest increase between 2020 25 Economic dependency ratio
2035 (seBiagram26). During this period, government con- 15" s
sumption increases by around 1.5 per cent of GDP, which can '
be explained primarily by greater demand for health and eldeyly
care due to the rising numbéellerly people in the popula-
tion: At the same time, growth in government consumption ig, |
curbed by the assumption that health improves as life expec-
tancy increases. This means that the6®gegradually consume, , |
fewer welfare services per person thaaytoda given age

0,9
1 The slightly lower GDP growth in the short term, which is a result of the economy
returning to capacity in 2022, means that government consumption grows more 08 0.8
quickly than GDP. ' ! ! | ! ! T
1980 2000 2020 2040 2060 2080 2100
Note. The ratio between the non -working

population and the number of employed.
Sources: Statistics Sweden and NIER.
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cohort. As consumption of welfare services increases with agegram 26 Government consumption
seeDiagran?7, this assumption has a positive effect on publiggf‘cizxfjtf”;ew n

finanaesz After 2035, consumption is assumed to rise with = 10
GDP.

Government investment, which is projected on the basis f
demographic developments and economic growth, decreases
slightly as a share of GDP in the next few years. This can bé'g
plained by elevated levels of investment in recent years to mg|

major needf both new buildings and the renovation of exist-

ing facilities in the local government sector. Investment fallsz -~ -2
slightly as a share of GDP as these needs ease, and then rise
line with GDP from 2023. T

Government consumption
Government investments (right)

TRANSFERS FALL RELAT IVE TO GDP
Sources: Statistics Sweden and NIER.

Government transfers to households have decreased as a share
of GDP since the 199Qs, and this trend is projected to continue, .. 7 average cost of different
through to 2030. Pension paymerpdan much of the de- welfare services per age group in 2016
crease, while other social transfers are projected to move mHpasands SEK per person

300

or less in line with GDP (sBéagranm28). 300
Payments of income pensions fall as a share of GDP thr¢zo +----------------ocoo- -+ 20

to 2030, despite pensioners accounting for a growing share | o

the population. This Because increased life expectancy requ

pension earnings to fund more years of life, limiting the aver - --------------------- - 150

annual income pension per pensioner. Around 2030, the fini

cial assets in the buffer fund have grown to the extent that a

exceed liabilitieyyld0 per cent, pushing the balance ratio abo *
1.1. Strictly speaking, the-atgk pension system is a closed sy ,
tem, and its assets are not intended to fund spending other = ¢* & ¢* ¢ P o ¢ T T
future pensions. The projections therefore deal with the surf

B Education B Healtcare Social protection

by assumingia 0accel erator 6 i n th ote, THe Faglart HGuwdtnd averade bostor! ' Y ome

sions in line with the proposal in the 2004 report on distributimgidual government consumption per person
. . . . forfive -year age cohorts.
surpluses in the olihe pension systeifhe surplus is thus dis-

Sources: Statistics Sweden an d NIER.

tributed as increased payments to existing pensioners and in-
creased pension hirigs for future pensioners. This means that

. . Diagram 28 Transfers
pension payments stabilise from 2030 as a share of GDP. Pergcem o GDP

10 10

2 The assumption that the need for welfare services is pushed back until a later age
means th at fewer welfare services than today are consumed per person in a given

age cohort. Through to 2050, the degree of firejuvenation 0 of behaviour is 2 years
for the over -65s. As average life expectancy also increases, however, they will still
consume more wel fare services per person in total during their lifetime.

3 swedish Government Official Reports (2004) fiutdelning av 6verskott i inkom- 2 i -2
stpensionssystemet 0 [Distribution of surpluses in the income pension system], SOU
2004:105.

0 T T T T T 0
4 without this accelerator, net wealth in the old  -age pension system would be 10 2000 2010 2020 2030 2040 2050
per cent of GDP higher in 2050 and soar to 80 per cent of GDP in 2100 , a trajectory

= Pension payments

that does not appear plausible ——— Other social transfers

Sources: Statistics Sweden , Swedish Pensions
Agency and NIER .
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29 Primary expenditure and
enue

Primary expenditure, defined as government expenditure exalugn: o f cop

ing interest payments, increases marginally as a share of GBP
through to 2040 before falling again slightlyDisegan29. It _ |
peaks at 48.4 per cent of GDP but drops back slightly through
to 2050. Primary expenditure consists of government consugj
tion, government investment and transfers to households, firm
andabroad. The main driver of primary expenditure is demo# -
graphic developments, since welfare services are needed abg
all by the young and the old. “7

Primary revenue consists mainly of taxes and duties. Giver]

unchanged tax rules, primary revenue moves largely with thezw

economy, as the likes of social security contributions, income
and valuadded tax are expressed as@ptge of the tax ba-

Sources:

T
2010 2020 2030 2040

= Primary expenditures
= Primary revenue

Statistics Sweden and NIER.

ses. Some variation will be seen over time due to demographic
changes, for example where changes in the age composition of

the population affect the supply of labour and hence aggregateram

len

Per
6

wages, or where a larger number of elderlysrestdétduced
saving and increased consumption as a share of GDP.

30 Net and primary net
ding
cento f GDP

In the baseline scenario, primary revenue falls as a share @
GDP until 2022 as the economy slows. Revenue from capitat
taxes and corporate taxes decreases as a share of GDP as th

mainly tchousehold consumption and taxable income growing

as a share of GDP. Household consumption increases relativg
GDP as a result of demographic developments bringing a shif
in the population away from a high share of midgd people,

who have a high ppensity to save, in favour of elderly peopl€’ .,
who instead spend their savings. The decrease in household >+

ing means that household consumptioreases, resulting in a
higher taxo-GDP ratio, above all via valadded tax.

Sources:

T T
2010 2020

Primary net lending
Net lending

Statistics Sweden and NIER.

Diagram 31 Government net capital
Sustainability in the medium term Per cent of GOP
Given the projected devel opl

expenditure and revenue, primary net lending falls in the shorf
term to aroun®1 per cent of GDP in the coming fiyear pe-
riod (sediagrani30)s An unchanged public sector commit-

2

ment then means persistent deficits. Net lending remains arég
-1 per cent through to 2040, after which it improves slightly as|
result of primary expenditure falling as a share of GDP, and rg

-4

enue edging up as a share of GDP.

2000

5 Replacement rates in the transfer systems are from 2019 onwards

unlike in the NIER & shortrun forecast s.

kept constant

T T T T
2010 2020 2030 2040

Net capital income
Capital income
Capital costs

Note. Net capital income is defined as capital

income less capital costs.

Sources: Statistics Sweden an

d NIER.

{ —————————————————————————————————— -a

economy normalises. Revenue then picks up gradually, due’ |

6

17

over nr
la
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Net lending is obtained by adding net interest payments t@agram 32 Net financial position and

primary net lending. Thanks to positive net interest, it is highei*=" <" ©°>

than primary net lending. Net lending nevertheless falls froms &
around 0 per cent of GDP to arouidper cent in 2040 due to
a dedhe in net capital income (§d3agram3l). Interest ex- e -

penditures rise more than interest income due to increasing

gross debt, but also as a resuhtefest rates on assets and lia~" ]

bilities normalising at different paces. 0
Due to the negative net | e

trends down as a share of GDP through to 2050, and Maastric N 0

debt climbs to more than 50 per cenEDP (sediagrani3?).

Value changes and the interestgatesth differential have ex- .

plained the bulk of changes in the net financial position histori- __

cally, but are less significant in the scenario going forward (see — net financial position

Diagram33)s The downward trend in the net position relative Seurces: Statistics Sweden and NIER.

to GDP indicates thatublic finances cannot be considered trulyigram 33 Breakdown of movements

sustainable over this horizon. The net position is still positivgnljff;f}'}lf‘c”effa'gzoci'::g”e

2050, and Maastricht debt is around the level it was at the tu;; 0

of the millennium, but the rate of change means that the det &

ration in pubt finances in the baseline scenario is problemat s

T T T T T
2010 2020 2030 2040 2050

UNCHANGED PUBLIC SEC TOR COMMITMENT NOT
COMPATIBLE WITH CURR ENT SURPLUS TARGET

In thebaseline scenario, net lending moves in a way thatis 1 -
compatible with the current surplus target oftoine of a per- =
cent of GDP over a business cycle. For the surplus target to *
met every year, revenue needs to be increasedspetiding .m0 a0 o om0 20 as0
reduced. The size of the adjustment needed in the ONGEr te o fieerstrae-orowh difieenial and value changes

an average of almost 1 per cent of GDPOfsgam34). This et frenazl positon .

might mearadjusting transfers to households (GOVErNMENt eXrmn  dioomial s e sontibotion of
penditure) or household taxation (government reveBog). ~ Primary net lending to movements in the net

. financial position. Changes in the value of assets

of these changes could impact on the labour supply and thusa liabiities are shown together with the
interestrate -growth differential. The scenario
how the tax bases and tax revenue move. How these dynanaie.@fs that the value of non  -interesting -
fects affect the macroecompand public finances is discussed®2""9 assets rises by 2 per cent per year.
. h t Sources: Statistics Sweden and NIER.
In the report. Diagram 34 Net lending
If the current surplus target were to be met every year, th&, cento 1 cop

A

net financial position and Maastricht debt would stabilise arot= 6
the current level (s€gagram35). Public finances could then be
e 4
2 2
6 The interest rate  -growth differential captures effects on the net position beyond
those from primary net lending. These include the effect from net capital income,
but also the growth effect. Since the net position is exp ressed as a percentage of 0 A 0
GDP, economic growth will affect movements in the net position. The interest rate U v\/
growth differential determines what primary net lending needs to be for the net po-
sition not to deteriorate. B R -2
7 The surplus target could also be met through higher net lending in the old -age
pension system by setting the assumed accelerator for income pensions lower than -4 - - - - - -4
inthe baseline scenario . 2000 2010 2020 2030 2040 2050
Baseline Surplus target

Sources: Statistics Sweden and NIER.



Swedish Economy March 2019
considered Iongarm sustainable over this horizon, unlike in th&gram 35 Net financial position and
baseline scenatio. mZ?St“Cht debt if the surplus target is

Per cento f GDP
SUSTAINABILITY AFTER 2050 ® ®
After 2050, spending in particular increas@asshare of GDP, e - ooommmmmo - 60
peaking temporarily around 20Bis is a result of the unusu-
ally large cohort born in the 1990s reaching retiremeRtiage. “
mary net lending hits bottom at this time Bagrani36). Af- o
ter 2060, primary expenditure as a share of GDP falls faster th
primary revenue, which means that primary net lending im- o
proves and approaches zero towards the end of the CEnéury.
negative primary tiending causes the net financial position t& ~————r————————r—— =
deterioratelNet interest payments become more negative, and N
overall net lending remains negative at justbper cent of —— Net financial position
GDP despite the improvement in primary net lending. Sources: Statistics Sweden and NIER.

From 2060, the net finangialsition is negativiin other
words, Sweden has net debt Bagram37). The net position Diagram 36 Government net lending in
deteriorates continuously before stabilising towards 2090. Lheer C';Ti ;g?
Strictly speaking, this means that public finances are to be cen 6
sidered lon¢germ sustainable, but this is at the farthest possibl%
horizon in the scenario and around the levels seen after the €~~~ B
of the 1990s of just ovelO per cent of GDP. Maastrichbde A ,
continues to rise after 2050, and in 2060 it passes the ceiling i A\
the Stability and Growth Pact of 60 per cent of GDP. Net lengl; 0
ing is also below the EU mediterm budgetary objective-af BA%
per cent of GDP during the period. e i | it 2
SUSTAINABILITY OVER AN INFINITE HORIZON —42000 20Izo 20I4o 20Ieo 20IBO 21I00-4
One perspective on the letggm sustainability of public fi- e e tending
nances is provided by the S2 indicator. This shows the degreg Q. statistics sweden and NIER.
which primary net lending needs to be adjusted for the govern-
ment 6s net financial position to stabilise
ture For example, an S2 indicator of 1.0 indicates that primggy? " °7 Metfnanca fgonsét'f’&frgd
net lending needs to be permanently tightened by 1.0 per cefnt &f:o f cor
80

GDP. For public finances to be considered-teng sustaina- *
ble from this perspective, the S2 indicator needs to be zero or |
negatie, with a negative value indicating a safety niaigiie.

8 The reason why the net position and Maastricht debt stabilise rather than per-
forming more positively when net lending is in line with the surplus target, is that
primary net lending is still slightly negative in the scenario. Net capital income does

not deteriorate to the same extent as in the baseline scenario , however, which
means that net wealth stabilises despite primary deficits.

9 The budgetary objective is formulated such that structural net lending should not

fall below -1 per cent of potential GDP. Structural net lending is a measure of net
lending that excludes cyclical effects. Since there are no  cyclical variations in the
scenario, net lending is the same as structural net lending, and GDP is the same as
potential GDP.

2040

Maastricht debt

== Net financial position

Sources: Statistics Sweden and NIER.

2100

19
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3presents the S2 indicator for the baseline scenario. The score
of 0.02 means that public finances are more or legeraong
sustainable according to this measure. One weakness of the S2
indicator is that it considers only whether the net position stabi-
lises, and not the level at which it stabilises.

The S2 indicator can be divided into three components (see
the box 0The S2 indicatords three componentso)
shows that Swedends strong starting position, \
wealth, has a positigect on longerm fiscal sustainability.
The second term shows the effect of primary net lending
through to 2100. As primary net lending is negative during the
period, the second term is positive. Since the intertemporal
budget constraint is to apply 0&a infinite time horizon, an as-
sumption must be made about whapkap after 2100. In our
estimate of the S2 indicator, we assume that the situation in
2100 prevails indefinitely. Primary net lending is 0.02 per cent of
GDP in 2100 and thus makenly a marginal contribution to
sustainability over an infinite horizon.

I't is therefore thanks to the governmentds in
that public finances can be considered sustainable based on the
S2 indicator. Given the considerable uncertainty labwuhe
economy will perform through to 2100 and beyond, however, it
is inappropriate to use the S2 indicator to draw firm conclusions.

Table 3 The S2 indicator
The report's main scenario

(1) Interest on initial net debt 70.07
(2) Effect of primary deficits through 2100 0.11
(3) Effect of primary deficits after 2100 -0.02
S2=(1)+(2) +(3) 0.02
Source: NIER.

COMPARISON WITH PREV IOUS PROJECTIONS

Compared to the NIERG&s projections published ir
2018, sustainability has deteriorated marginalBidgesam38

Diagramd0andDiagram39)..c Relative to the projections made

in 2016, however, sustainability is far stronger. The reason why

these projections differ so greatly is the starting position for

public finances and a different forecast ftoviis of asylum

10 The 2018 sustainability projections were revised in November 2018. The compar-
ison here is with the revised figures. See https://www.konj.se/publikationer/spe-

cial - studier/specialstudier/2018 -02-22-hallbarhetsrapport _-for -de-offentliga_-fi-
nanserna -2018.html _ (in Swedish only).



https://www.konj.se/publikationer/special-studier/specialstudier/2018-02-22-hallbarhetsrapport-for-de-offentliga-finanserna-2018.html
https://www.konj.se/publikationer/special-studier/specialstudier/2018-02-22-hallbarhetsrapport-for-de-offentliga-finanserna-2018.html
https://www.konj.se/publikationer/special-studier/specialstudier/2018-02-22-hallbarhetsrapport-for-de-offentliga-finanserna-2018.html
https://www.konj.se/publikationer/special-studier/specialstudier/2018-02-22-hallbarhetsrapport-for-de-offentliga-finanserna-2018.html
https://www.konj.se/publikationer/special-studier/specialstudier/2018-02-22-hallbarhetsrapport-for-de-offentliga-finanserna-2018.html
https://www.konj.se/publikationer/special-studier/specialstudier/2018-02-22-hallbarhetsrapport-for-de-offentliga-finanserna-2018.html
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seekers. In 2016, initial net lending was negative, which hadegn 38 Net lending, comparison
siderable lonterm consequences because an accumulated q%ﬁgzrn‘fz'?“es[)i"mec“o”s
cit needed to be financed in the future sagran38). Gov- 4 4
ernment consumption also moved less favourably as a result
the Swedish Migration Agency then anticipating larger numbegl
of asylum seekers. .
Although initial net wealth is now slightly stronger than in .
2018, it is expected to fall faster as a share of GDP to 9 per ce
in 2050 (seBiagram40). This can be explained by weaker pri-
mary net lending throughout the scenario, due to both weakér]
revenue and higher expenditure relative to GDP. *7
The main reason for the slightly lower revenue is lower ag
gregate wages in the economy as a resldivafr growth in
hours worked. When it comes to primary expenditure, demo-
graphic developments through to 2050 are slightly more favétyrees: Statistics Sweden and NIER.
able than in the 2018 projections. This can be explained chiefly
by the number of young people growing more slowly is Stat

- T T T
2000 2010 2020 2030 2040 2050

2019
2017

2018
2016

Diagram 39 Gross debt , comparison

tics Swedenodos | atest popul aitnjrednpofcort ecast t han
| ast yeards projections. Preecmaffdly expenditur e
120

higher, which can be explained by the assumption about pa§/29
ments from the pension system having been revised such thgt|
these papents are higher, and net wealth in thagédpension
system lower, than in the 2018 projections. 80

I- 100

I- 80

60 |- 60

C

<

Conclusions
The purpose of the NIEROs fHatlocvor—ouoocor—adi | it
assess the degree to which 0 day &8s 20[3)0uf)°4°Iizo?:o sect (

= 2019 = 2018

and taxes are compatible with expected demographic develop: 5017 5016
ments. In the baseline Scenario, goverrlaxpﬁmditure adapts Sources: Statistics Sweden and NIER
to demographic changes without being restrained by the surplus
target, even though this target is a cornerstone of the fiscal B%Igram 40 Net financial position
icy framework. The projections should not therefore be intersomparison with previous projections
preted as a forecast of how public financkpexibrm. Sweden f;jf cento f GDP
has a comparatively strong fiscal policy framework, and a histd
of relatively good fiscal discipline indicates that in practice th@f]
is a limited risk of public finances developing unsustainably, at;
least in the near term. 0
One conclusn of the report is that expected demographic | |
developments will put pressure on public finances, but that
strong initial public finances provide scope to meet this chal™ ]
lenge. At the same time, it has to be said that the margins are-
small. In the baseliseenario, where demographic changes ake

T T T T I’40
permitted to have their ful P ifip&ct®™®of® p@blic f

2019
— 2017

2018
2016

surpluses turn within a few years into deficits which persist for

Sources: Statistics  Sweden and NIER.
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long time. These deficits cause the net financial position to

riorate for a long period and turn from net wealth to net dek _
while gross deloioes not stabilise until the end of the CENtUr o ndee: in e year 2000 & stergthen
and does so at a much higher level than today. This comeg public finances after the crisis of the 1990s.

The target was initially set at 2 per cent, but

S p i te t he baseline scenartr.i was lowered to 1 per cent following a review of
the national accounts in 2007 when the pre-

and gradually improved health among the elderly. There ar mium pension system was transferred out ~ of
no crises in thikaseline scenario, and historical experience  hegovemment sector. From 2019, a new sur-

. . R . . plus target applies. This is currently one -third
shows that crises can have an enduring impact on public fi of a percent on average over a business cycle,

but is to be reviewed every eight years, partly
nances. on the basis of how debt has moved relative to
One further conclusion is that the current public sector ¢ dePtanchorefss  percent
mitment and level of taxation are not compatible in the long A key roleforthe current surplus target is to
~ safeguard strong public finances and so ensure

term with the current surplus target. Given expected demo- sustainability. The long ~ -term levels of the pub-
. . . lic sector commitment and taxes are ultimately
graphic developments, there is a risk that the surplus targe a mater for politicians and voters to decide.

H H H The surpl us target can then be adjusted to the
prove ovew restrictive in the longer term. At thg same time, 0 o h 6 e preferences
surplus target serves partly as a way of ensuring safety me the democratic process.
for when the economy underperforms. These margins are
needed for a number of reasons. Thetemg demographic
forecast is sensitive dssumptions, and the reality may turn out _

. . . . Diagram 41 Net lending
differently. The baseline scenario rests on assumptions of a__. ... o 1 cop
longer working life and improved health easing the pressure 6
costs from an ageing population, but these mitigating factors
may not arise. Economidsers can have lofagting effectson  *7 i B
public finances. The cost of future climate change is unknown|

and could be considerable for both the private and the public /\_\

The surplus target

sector. ol 0
Although it is reasonable fanfavourable demographic de- —\"\/w
velopments to result in a slight deterioration in public financesy---------"--4-=--=-==----— 2

prudence dictates that sufficient safety margins should be mai

-4 T T T T T -4

tained to absorb weaker momic performance. Allin all, this 20 20 20 200 280 210
supports retaining a surplus target, or at least a bddadget Baseline
target. One possibility for striking a balance between, on the ¢.7Z Alternative scenario
hand, permitting demographic developments to have some fiff£ees Statistics Sweden and NIER
pact on public finances, and,the other, ensuring slightly
larger safety margins, is illustrated in the report using an alterm@aam 42 Net financial position
tive scenario where the current surplus target is replaced wiffj" & ° ' °°°
balancedhudget target from 2027 as part of the scheduled re-
view of the target (s&@agramdl, Diagram42andDiagram T L0
43.

The longterm projections in the report suggest that a bal- # 1
anceebudget target could be operated for a long period withou
overly restricting the scope for fiscal policy to adapt to expectoe

demographic changes. 20

NET LENDING TARGET DEMAN DS PRIORITISATION -40 T T T T T -40
2000 2020 2040 2060 2080 2100

A target for net lending, be it a baladmedpet target or a sur- —— Baseline

plus target, entails stronger net lending than in the baseline =~ — Atternaive scenario

Sour ces: Statistics Sweden and NIER
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scenario. Net lending can be improved through lower spendingram 43 maastricht debt
or higher taxes. It is important to note that the projections in These © fcoP

baseline scenario assume an increase in the standard of publ
funded welfare services that has a considerable impact on hoy
expenditure moves in the long term. This assumption meansg |
tha government consumption and investment rise not only wit
the demographic need, but also with an increase in standards|
0.6 per cent per year in line with the historically observed trent
However, it is reasonable to question whether it is justified not
only to maintain personnel density but also to raise the standd
of welfare services, given that Sweden faces a significant dem< . . . : L2

graphic challenge with fewer people in work providing for mof& ~ **  **¢ =@ @0 =0

and more elderly. Even an increaseairdards that jast a e cemario

couple of tenths of a percent less than in the baseline scenadi@ces: statistics sweden and NIER

brings a clear improvement in public finances, which is illus-

trated in one of the reportodés alternative scens:
sion from these projections is thus that there is scogiedo

the standard of welfare services while also strengthening public

finances relative to the baseline scenario. If this is to be done

without raising taxes, however, standards will need to be raised

at a somewhat slower pace.




Technical appendi

In the sustainability projections, the labour market variable:
influenced by changes in the composition of the population
terms of gender, age and country of origin, based on Statis
Swedends popul ation foreca
different characteristics, including participation rates, emplc
ment rates and average hours worked by those who are er
ployed. In the model projections, these differences are ass
to persist, and in the long run the scenario is based almost
tirely ondemographic projections, with the exception of the
sumption of a longer working life. Until 2050, the number o
hours worked rises more slowly than the average fe2ABB1
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Methodology
The projections are based throughout on Sta-
tistics Swedends April 20

cast. In the short term, they are also based on

the NI ERO&s Decembstandné-1 8
dium -term scenario. The projections after that
have been produced usi-ng
term models. From 2023 onwards, the sce-

nario builds on the assumption that the econ-

omy continues to operate at capacity. This

means that the output gap and the labour
market gap are closed, and that all potential
variables are the same as actuals. Economic

growth from 2023 onwards is determined by
demographically driven developments in hours
worked and the technological advances that,
together with capital forma tion, give aggregate
productivity growth.

with the workingage population growing more slowly than be-
fore and those borbroad accounting for an increasing propor-

tion of the workingage populatiomfter 2050, growth in hours

worked is even lower than the historical average, due to sl¢
population growth. As a result, GDP growth is assumed to
lower through to 2100 thérhas been historically.

Productivity growth has been low in recent years but is «
sumed to move in line with the historical average from 202.
wards. Relatively low productivity growth means that GDP
grows more slowly through to 2050 than it hasentreec-
ades. After that, it is mainly the relatively slow growth in ho
worked that puts a damper on GDP.

Growth in government consumption is driven by demo-
graphic developments. An ageing population means that a
ing share of hours worked in the ecopnds used for the pro-
duction of welfare services. Government consumption ther:
increases as a share of GDP until the end of the 2030s.

Coming demographic developments entail a shift in the
ulation composition, away from a high share of rradeid
people, who have a high propensity to save, and toward el
people, who instead spend their savings. The household s:i
rate therefore drops back to historical levels, motivating lov
net lending to abroad. Net exports as a share of GDP there
trend down until the mid060s before holding around 1 per
cent of GDP. The reduction in household saving means the
household consumption rises as a share of GDP.

Investment in the economy has been projected such the
capital stock in current pricesasistant relative to value adde
in current prices. The capital stock is assumed to be just o\
300 per cent of GDP in current prices, which is consistent \
what has been observed historically.

A longer working life

By 2023, unemployment is at the equilibrium

rat e of 6.8 per cent. In the projections, both

the employment rate and the participation rate
in the 15 -74 age group fall somewhat between
2020 and 2040. This is mainly the result of an
increase in those born outside Europe as a
share of the working -age popul ation. This
group has historically had a lower employment
rate than other groups, but the labour market
status of those born abroad varies partly with
how long a person has been in Sweden. Due to
the large number of refugees arriving in the
past decade, th e average duration of residence
in Sweden for those born outside Europe has
fallen. The participation rate and the employ-
ment rate are assumed to rise gradually

among recent arrivals and be the same after

15 years as the average for all those born out-
side Europe.

The average age at which people exit the la-
bour market, or retirement age, is assumed to
rise largely in step with average life expec-
tancy, such that the ratio between years of
working life and years of retirement is more or
less constant. Itisal  so assumed that the age
at which they enter the labour market does

not change over time. The average retirement
age is assumed to increase by around 1.5

years by 2050 and 4 years by 2100.

In the baseline scenario, the participation rate
rises slightly after 2040 and hits 75 per cent in
2050. This is due to increasing participation
among older people and relatively rapid

growth in those born in Sweden, who have his-
torically had a higher part icipation rate than
other groups. The employment rate i the
number of employed relative to the population
of working age 1 follows a similar path. For the
15-74 age group as a whole, this means that
the participation rate and the employment rate
are almost 2 percentage points higher in 2050
than with an unchanged retirement age.

The nominal interest rate is assumed to normalise lgradt....
to 4.5 per cent in 2040 and is then constant. The average return

pul at
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on interesbearing instruments rises through to 2040 and is
4.5 per cent, as is the total return on shares, breaking dowi
dividends of 2.5 per cent and appreciation of 2. @EENTHa-  Smcq et cods for wecre. oapinl ond hincrs
tion is assumed to be in line with the 2 per cent target from f‘;g;‘:"g;‘L’I’Cfig;‘s;?fv‘vt:"“;f:e‘:ygg" coste In
onwards. SR < ot B TTSIes S v TG
Government consumption is projected on the basis of di creates scope for standards to trend upwards
graphic developments and an increase in standards in line 533>, tere Stcorbeersaupment
the historical pattern. Collective consumptiores with the standards is assumed to be 0.6 per cent per
. . . . . . year, in line with the historical pattern.
overall population, whereas individual consumption is proje
on the basis of changes in differertgroups.
Local government investment moves with local government
consumption and thus follows demographic developments. Cen-
tralgovernment investment, which consists mainly of invest-
ment in infrastructure and defence, has a weaker connection
with demographic developments and is therefore assumed to
move with potential GDP.
The replacement rates in the various transfer systemvs foll
average wages, which move with GDP. Pension payments also
rise more or less in line with average incomes. However, with
unchanged rules and a 4.5 per cent total return from 2040 on-
wards, net wealth in the pension system would grow sharply.
The scenaritherefore assumes that surpluses in the pension
system beyond a certain level are then distributed in the form of
payments to existing pensioners.
Revenue is projected on the basis of 2019 rules, which im-
plies that tax revenue approximately follows GRBrient
prices. Since different tax bases are taxed at different rates, how-
ever, the tako-GDP ratio depends on the composition of
GDP. For example, an ageing population will affect how house-
hold consumption moves.

Increase in standards

Table 4 Hours worked, productivity and GDP

Average percentage change

1981 i 2017 2018 i 2050 2051 7 2100

Population Aged 15 -74 0.5 0.5 0.3
Labour force 0.6 0.5 0.3
Employment 0.5 0.5 0.4
Hours worked 0.6 0.4 0.3
Productivity 1.6 1.5 1.6
GDP, constant prices 2.2 1.9 1.9

Household consumption 1.9 2.3 2.3

Government consumption 1.2 11 0.9
GDP per capita, constant prices 1.7 1.4 1.6
GDP, current prices 5.8 4.2 4.2

Note. The values for 2018 12050 and 2051 i 2100 are calculated for the report's
main scenario.
Sources: Statistics Sweden and NIER.
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The Global Economy 2042020

Table A 1 Global Output

Per cent of global GDP at purchasing power parity and percentage change, constant prices, respectively

We ight

2017 2014 2015 2016 2017 2018 2019 2020
World 3.6 3.5 3.3 3.7 3.6 3.4 3.4
KIX Weighted * 74.7 2.3 2.4 2.3 2.9 2.5 2.0 2.1
us 15.3 2.5 2.9 1.6 2.2 2.9 2.5 1.9
Euro Area 11.6 1.4 2.0 1.9 2.5 1.8 1.2 1.4
Germany 3.3 2.2 1.5 2.2 2.5 1.5 1.0 1.4
France 2.2 1.0 1.0 1.1 2.3 1.5 1.2 1.4
Finland 0.2 10.6 0.5 2.8 2.7 2.3 1.8 1.6
Japan 4.3 0.3 1.3 0.6 1.9 0.8 0.8 0.6
UK 2.3 2.9 2.3 1.8 1.8 1.4 1.4 1.6
Sweden 0.4 2.7 4.2 2.4 2.4 2.4 1.5 1.4
Norway 0.3 2.1 1.8 0.9 2.4 1.7 1.9 2.0
Denmark 0.2 1.6 2.3 2.4 2.3 1.2 2.0 1.6
China 18.2 7.4 7.0 6.7 6.8 6.7 6.2 6.0
India 7.4 7.2 7.7 8.6 7.0 7.4 7.2 7.6
Brazil 2.5 0.5 13.5 13.3 1.1 1.1 1.9 2.7
Rest of the World 2 23.6 3.5 3.2 3.1 2.9 3.3 3.2 3.2

GDP per Capita
us 1.7 2.1 0.8 1.5 2.2 1.9 1.3
Euro Area 1.2 1.7 1.6 2.3 1.6 0.9 1.2

Japan

Market Growth 3.6 4.3 3.7 5.0 3.1 3.2 3.5
World 2 3.6 3.5 3.3 3.7 3.6 3.4 3.4

L KIX weighted GDP is the weighted average of GDP growth in the 32 countries included in the KIX effective krona exchange rate
index. 2 The rest of the world is defined here as countries that are not part of the KIX aggregate, that is, not belonging to Swe-

den's 32 most important trading partners. 3 World market growth refers to total import demand in the countries to which Sweden
exports, each country weighted by its share of Swedish goods exports.

Note. The figures for GDP are the calendar -adjusted change expressed in constant prices. The aggregates are calculated using
time -varying purchasing power parity GDP weights from the IMF.

Sources: IMF, OECD, Eurostat, Macrobond and NIER.
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Table A 2 Global Inflation

Percentage changein  CPI

2013 2014 2015 2016 2017 2018 2019 2020
us 1.5 1.6 0.1 1.3 2.1 2.4 2.0 2.2
Euro Area 1.3 0.4 0.2 0.2 1.5 1.8 1.4 1.5
Germany 1.6 0.8 0.7 0.3 1.7 1.9 1.6 1.6
France 1.0 0.6 0.1 0.3 1.2 2.1 1.4 1.5
Finland 2.2 1.2 710.2 0.4 0.8 1.2 1.3 1.5
Japan 0.3 2.8 0.8 70.1 0.5 1.0 0.9 1.4
UK 2.3 1.5 0.4 1.0 2.6 2.3 2.1 2.1
Sweden 0.4 0.2 0.7 1.1 1.9 2.0 1.7 1.5
Norway 2.0 1.9 2.0 3.9 1.9 3.0 2.4 1.9
Denmark 0.5 0.3 0.2 0.0 1.1 0.7 1.3 1.6
China 2.6 1.9 1.4 2.0 1.6 2.1 2.1 2.2
India 10.9 6.4 5.9 4.9 2.5 4.9 4.5 4.7
Brazil 6.2 6.3 9.0 8.7 3.4 3.7 4.1 4.0
Note. The CPI values for the EU countries and Norway refer to harmonised indices of consumer prices (HICP). The OECD aggre-
gate includes national CPI seriesonly. CPl fortheUnited Ki ngdom refers to CPI H, including TDhener
aggregate for the euro area is weighted using consumption weights from Eurostat and the OECD aggregate using consumption
weights from the OECD.
Sources: OECD, Eurostat, Macrobond and NIE R.
Table A 3 Selected Indicators for the Euro Area
EUR hbillion, current prices, and percentage change, constant prices, respectively
Level
2017 2014 2015 2016 2017 2018 2019 2020
Household Consumption
Expenditure 6 061 0.9 1.8 1.9 1.8 1.3 1.1 1.2
General Government
Consumption Expenditure 2280 0.7 1.3 1.8 1.2 1.0 1.2 0.9
Gross Fixed Capital Formation 2 306 1.7 4.6 4.0 2.9 3.1 2.9 2.7
Stockbuilding * 43 0.3 0.0 0.1 0.0 0.2 70.1 0.0
Exports 5302 4.7 6.3 3.0 5.5 3.0 2.7 2.9
Imports 4.8 7.5 4.2 4.1 2.9 3.2 3.1
GDP 11211 1.4 2.0 1.9 2.5 1.8 1.2 1.4
HICP? 0.4 0.2 0.2 1.5 1.8 1.4 1.5
Unemployment 3 11.6 10.9 10.0 9.1 8.2 7.7 7.6
Policy Rate * 0.05 0.05 0.00 0.00 0.00 0.00 0.25
10-Year Government Bond
Yield® 1.2 0.5 0.1 0.4 0.5 0.2 0.7
USD/EUR © 1.33 1.11 1.11 1.13 1.18 1.14 1.14
* Change in per cent of GDP the previous year. 2 percentage change. * Per cent of labour force. 4 Refi rate level, per cent, at year

end. °Level, per cent, Germany. © Level.

Sources: ECB, Eurostat, Macrobond and NIER.
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Table A 4 Selected Indicators for the US

USD billion, current prices, and percentage change, constant prices, respectively

Level
2017
Household Consumption
Expenditure 13321
General Government
Consumption Expenditure 2731
Gross Fixed Capital Formation 3986
Stockbuilding * 25
Exports 2350
Imports
GDP 19 485
CPI?

Unemployment 3
Policy Rate *

10-year Government Bond
Yield®

USD/EUR®

 Change in per cent of GDP the previous year.
per cent, atyear -end. °Level, per cent.  °Level.

2014

2.9

710.8
4.9
710.1
4.3
5.1
2.5
1.6
6.2
0.25

2.5
1.33

2 Percentage change.

2015

3.7

1.6
3.3
0.3
0.6
5.5
2.9
0.1
5.3
0.50

2.1
1.11

2016

2.7

1.5
1.6
10.6
10.1
1.9
1.6
1.3
4.9
0.75

1.8
1.11

2017

2.5

i0.1
4.0
0.0
3.0
4.6
2.2
2.1
4.4
1.50

2.3
1.13

3 Per cent of labour force.

2018

2.6

1.3
4.9
0.1
3.9
4.6
2.9

Swedish Economy March 2019

2019 2020
2.6 2.1
1.5 1.7
3.7 3.6
0.2 710.3
2.4 3.0
3.9 3.3
2.5 1.9
2.0 2.2
3.6 3.8

2.50 2.75
2.7 2.9
1.14 1.14

4 Federal Funds target rate level,

Sources: US Bureau of Economic Analysis, US Bureau of Labor Statistics, Federal Reserve, Macrobond and NIER.

Table A 5 Scenario for the Global Eco
Percentage change and per cent, respectively

2016

GDP, OECD 3.3
GDP, Euro Area 1.6
GDP, US 1.9
GDP, Emerging Markets 3.1
GDP, Global 1.3
HICP, Euro Area 0.2
CPI, US 0.75
Policy Rate, Euro Area 0.00
Policy Rate, US 710.14
Policy Rate, KIX6 -Weighted 710.4
Overnight Rate, Euro Area

(Eonia) 3.3

-end values. KIX6
Nor way,

Note. Policy rates refer to year
rates in the US,
weights.

Sources: IMF, OECD, Macrobond and NIER.

nomy

2017
3.7
2.2
2.5
2.9
2.1
1.5

1.50
0.00
710.04
710.3

3.7

2018
3.6
2.9
1.8
3.3
2.4
1.8

2.50
0.00
0.10
10.4

3.6

2019
3.4
2.5
1.2
3.2
2.0
1.4

2.50
0.00
0.14
10.4

3.4

2020
3.4
1.9
1.4
3.2
2.2
1.5
2.75
0.25
0.49

0.1

3.4

2021
3.3
1.5
1.3
2.8
2.3
1.8
2.75
0.75
0.78

0.4

3.3

2022 2023
3.3 3.3
1.5 1.5
1.3 1.3
2.8 2.8
2.3 2.3
1.9 1.9

3.00 3.00
1.00 1.25
1.11 1.41
0.8 1.1
3.3 3.3

-weighted policy rate refers to an average of Eonia (for the euro area) and policy

UK,

Denmar k

and

Japan.

Ot her

aggregates are
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Table A 6 GDP by Expenditure

SEK billion, current prices, and percentage change, constant prices, respectively

Household Consumption
Expenditure *

Goods
Services Excl. Housing
Housing

General Government
Consumption Expenditure

Central Government
Local Government
Gross Fixed Capital Formation 2
Business Sector Excl. Housing
Industry
Other Goods Producers

Service Producers
Excl. Housing

Housing
General Government

Domestic Demand Excl.
Stockbuilding

Stockbuilding 3
Total Domestic Demand
Exports
Exports of Goods
Processed Goods
Raw Materials
Exports of Services
Total Demand
Imports
Imports of Goods
Processed Goods
Raw Materials
Imports of Services
Net Exports 3
GDP

GDP per Capita 4

*Including non - profit institutions serving
Sweden. 2 Including non - profit institutions serving households.

Level
2017

2041
927
663
395

1196
305
892

1143
681
176
108

397
260
196

4380
30
4410
2076
1430
1132
298
646
6 486
1908
1322
984
337
586
169
4579
455

2014

2.7
0.2
2.9
5.3
3.1
1.6
8.6
10.4
3.6
6.3
4.6
4.8
4.2
10.4
10.2
2.6
1.6

2015

3.1

4.1

3.8

o o N
~

115.7

20.6
18.0

Wlwlo|s~]o||w
NoOb @

N
N ©

10.7

0.4
4.5
3.4

2016

2.9
3.7
3.7

2.4

3.6
2.1
4.1
4.2
1.0
0.3
2.8

2.4
10.9
8.1

3.4
i0.1
3.2
3.0
2.3
2.0
3.4
4.4
3.2
4.3
5.9
5.9
5.9
0.9
0.4
2.7

1.4

2017

2.2
1.3
2.2

3.8

0.0
1.6
0.6
6.0
4.4
5.0
4.8

4.0
11.6
4.9

2.6
0.1
2.7
3.2
5.0
6.3
10.5
710.3
2.9
4.8
4.0
5.7
1.1
6.4
10.5
2.1

0.7

2018

=
o

bl [l
=

4.7
4.8
4.4
1.2
0.4
2.3
1.2
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2019 2020
1.8 2.0
1.1 1.5
2.6 2.6
4.1 2.9
0.5 1.4

710.3 1.1
0.7 1.5
10.1 0.5
2.0 0.9
4.4 1.3
3.3 0.9
0.6 0.7
7.6 1.1
2.2 0.8
0.9 1.5
10.4 i0.1
0.5 1.3
3.6 3.0
3.7 2.7
4.2 3.0
1.6 1.6
3.5 3.6
1.5 1.9
1.7 2.5
2.5 2.6
2.7 3.2
1.9 0.8
10.4 2.1
1.0 0.4
1.5 1.6
0.5 0.7

households and the net of household consumption abroad and foreign consumption in
3 Change in per cent of GDP the previous year.

current prices, and percentage change, constan

t prices, respectively.

4 SEK, thousand,

Note. There is a break in the time series between 2014 and 2015 due to changes in the industry classification of Ericsson AB. At
the aggregated level, more activities are therefore classified in the service sector (SNI

industry (SNI 057 33).

Sources: Statistics Sweden and NIER.

457 98) and fewer in the manufacturing
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Table A 7 Household Income, Consumption Expenditure and Saving

SEK billion, current prices, and percentage change, respectively

Total Earnings, Adjusted for
External Transactions

Hourly Earnings (according to

national accounts) !
Hours Worked 1?2

Transfers From Government
Sector, Net

Property Income, Net
Other Income, Net 2
Income Before Taxes 4
Direct Taxes °
Disposable Income
Consumer Prices ©
Real Disposable Income
Per Capita 7
Consumption Expenditure
Saving °
Own Saving °

Net Lending °

! Calendar -adjusted values.

Level
2017

1811

626
298
321
3 056
814
2242

2242
223
2041
362
201
267

2 Employees only.
altered taxes and/or transfers, see table A23.
rate s for total earnings, transfers, capital income and other income.

2017

4.7

2.5
2.3

2.4
13.6
6.1
3.5
0.1
3.6
1.7
1.8
0.5
2.2
15.1
9.0
11.1

2018

4.9

2.2
2.7

2.9
1.4
5.9
4.3
1.1
5.3
2.3
2.9
1.8
1.2
17.1
10.5
13.3

2019

4.0

2.6
1.3

2.4
0.2
4.4
3.3
0.5
3.8
1.7
2.1
1.1
1.8
17.1
10.8
13.9

2020

3.2

2.9
0.3

2.0
1.3
1.6
2.6
10.2
2.4
1.4
0.9
0.0
2.0
16.1
9.8
13.0

2021

3.1

2.9

0.2

2.0
3.7
3.0

1.6
710.3

1.3

1.8

10.5
1.5

1.7
14.1

7.7

11.0
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2022 2023
3.6 3.9
3.1 3.3
0.4 0.6
2.2 2.7

2.0 2.6
7.4 5.3
3.2 3.7
0.1 0.0
3.3 3.7
2.0 2.0
1.2 1.7
0.3 0.8
1.8 2.0

13.4 13.0
7.2 6.9

10.3 9.9

3 This also includes computational calculations of transfers to households through
4 Growth in income before taxes is calculated as a weighted sum of the growth

5 Change in per cent of income before taxes, with reverse

sign. ® Implicit price index for household consumption expenditure. 7 SEK thousand. ® Constant prices, reference year 2015. 9 SEK
billion, current prices, and per cent of disposable income, respectively. Own saving excludes occupational and premium pensio ns.
Sources: Statistics Sweden and NIER.
Table A 8 Current Account and Net Lending
SEK billion, curr ent prices, and per cent, respectively

2013 2014 2015 2016 2017 2018 2019 2020
Net Exports, Goods 122 123 127 96 109 99 130 124
Net Exports, Services 48 47 77 99 60 64 85 96
Earnings, Net 17 18 14 9 7 8 9 9
Investment Income, Net 62 60 26 19 60 66 51 51
Transfers etc., Net 758 762 764 i 54 66 176 178 182
Current Account Balance 192 187 180 167 171 163 197 198
Per cent of GDP 5.1 4.7 4.3 3.8 3.7 3.4 4.0 3.9
Capital Transfers 9 i5 i8 i3 i3 0 i3 i3
Net Lending 183 181 172 165 168 162 194 195
Per cent of GDP 4.8 4.6 4.1 3.8 3.7 3.4 3.9 3.8

Sources: Statistics Sweden and NIER.
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Table A 9 GNI

SEK billion, current prices, thousands, ratio and annual percentage change, respectively

Level
2017 2014 2015 2016 2017 2018 2019 2020
GNI 4 649 4.3 5.4 4.0 5.3 4.7 3.2 3.1
Deflator, Domestic Use 1.7 1.7 1.6 2.5 2.8 2.0 1.8
Real GNI 2.5 3.7 2.4 2.8 1.8 1.1 1.3
Population * 10 058 1.0 1.1 1.3 1.4 1.1 1.0 1.0
Real GNI  per Capita 2 462 1.5 2.6 1.2 1.4 0.7 0.2 0.3
* Thousands. 2 SEK thousand.
Sources: Statistics Sweden and NIER.
Table A 10 Production
SEK billion, current prices, and percentage change, constant prices, respectively, calendar -adjusted values
Level
2017 2014 2015 2016 2017 2018 2019 2020
Goods Producers 1064 0.9 i2.3 0.6 4.1 2.7 1.2 1.4
Of Which: Industry 643 710.4 5.5 1.6 4.2 3.0 2.3 1.9
Construction 257 3.0 5.3 0.7 6.9 4.4 710.8 0.4
Service Producers 2105 4.5 8.8 3.5 2.2 3.2 2.3 1.8
Business Sector 3170 3.2 5.0 2.5 2.8 3.0 1.9 1.7
General Government 826 1.2 0.7 1.5 0.9 0.5 0.5 0.4
GDP at Basic Prices ! 4050 2.8 4.0 2.3 2.4 2.5 1.6 1.4
Taxes/Subsidies on Products 529 2.2 5.5 3.5 1.9 2.2 0.6 1.3
GDP at Market Prices 4579 2.7 4.2 2.4 2.4 2.4 1.5 1.4
* Including production in non - profit institutions serving households.
Note. Production refers here to value added. There is a break in the time series between 2014 and 2015 due to changes in the
industry classification of Ericsson AB. At the aggregated level , more activities are therefore classified in the service sector
(SNI 4571 98) and fewer in the manufacturing industry (SNI 051 33).

Sources: Statistics Sweden and NIER.

Table A 11 Hours Worked

Million hours and percentage change, re spectively, calendar -adjusted values
Level
2017 2014 2015 2016 2017 2018 2019 2020
Goods Producers 1926 0.3 2.1 0.5 2.0 2.5 0.8 0.1
Of Which: Industry 984 1.1 4.2 10.8 1.4 1.9 0.9 0.1
Construction 620 2.5 1.7 5.0 3.6 51 1.5 0.1
Services Producers 3771 2.5 2.4 2.2 2.0 2.6 1.7 0.3
Business Sector 5697 1.7 0.8 1.6 2.0 2.6 1.4 0.3
General Government 2195 2.1 0.7 3.1 2.4 2.1 0.9 0.5
Total Economy ! 8061 1.8 0.9 2.0 2.1 2.4 1.2 0.3

*Including non - profit institutions  serving households.

Note. There is a break in the time series between 2014 and 2015 due to changes in the industry classification of Ericsson AB. At
the aggregated level, more activities are therefore classified in the service sector (SNI 457 98) and fewer in the manufacturing
industry (SNI 057 33).

Sources: Statistics Sweden and NIER.
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Table A 12 Productivity

SEK per hour, basic prices, and percentage change, constant prices, respectively, calendar -adjusted values
Level
2017 2014 2015 2016 2017 2018 2019 2020
Goods Producers 553 0.6 710.2 0.1 2.1 0.2 0.4 1.3
Of Which: Industry 653 0.7 1.3 2.4 2.8 1.0 1.4 1.8
Construction 415 0.5 3.5 4.1 3.2 10.7 12.3 0.3
Service Producers 558 2.0 6.2 1.2 0.2 0.6 0.6 1.5
Business Sector 556 1.5 4.1 0.9 0.8 0.5 0.5 1.4
General Government 376 10.9 0.0 1.6 11.5 1.6 10.4 710.1
Total Economy 1! 502 1.0 3.1 0.3 0.3 0.1 0.4 1.1
* Including production in non - profit institutions serving households.

Note. There is a break in the time series between 2014 and 2015 due to changes in the industry classification of Ericsson AB. At
the aggregated level, more activities are therefore classified in the service sector (SNI 4571 98) and fewer in the manufacturing
industry (SNI 057 33).

Sources: Statistics Sweden and NIER.

Table A 13 The Labour Market

Thousands of people and percentage change, respectively, unless otherwise indicated

Level

2017 2014 2015 2016 2017 2018 2019 2020
Hours Worked ! 8061 1.8 0.9 2.0 2.1 2.4 1.2 0.3
Average Hours Worked
for Employed 2 30.9 0.3 710.5 0.4 710.2 0.6 0.1 70.1
Number of Employed 5022 1.4 1.4 1.5 2.3 1.8 1.1 0.5
Employment Rate 3 66.2 66.7 67.1 67.8 68.5 68.9 68.8
Labour Force 5380 1.3 0.8 1.0 2.0 1.4 1.1 0.6
Labour Force Participation Rate  * 71.9 72.0 72.1 72.7 73.1 73.5 73.5
Unemployment ° 358 7.9 7.4 6.9 6.7 6.3 6.3 6.4
Population Aged 15 i 74 7 403 0.7 0.7 0.9 1.1 0.8 0.6 0.5
* Million hours, calendar -adjusted values. 2 Hours per week, calendar  -adjusted values. * Number of employed in per cent of the
?;E:Iation aged 15 i 74. * Number of people in the labour force in per cent of the population aged 15 i 74. ° Per cent of labour

Sources: Statistics Sweden and NIER.

Table A 14 Hourly Earnings According to the Short -Term Earnings Statistics
Per cent and percentage change, respectively

Weight

2017 2014 2015 2016 2017 2018 2019 2020
Business Sector 68 2.9 2.3 2.3 2.0 2.5 2.6 2.8
Industry 15 2.5 2.4 2.0 2.1 2.9 2.7 3.0
Construction 7 3.1 1.6 2.7 1.8 3.2 3.0 3.0
Services 46 2.9 2.3 2.3 2.0 2.2 2.6 2.8
Local Government 26 2.8 2.7 2.7 3.1 2.7 2.8 2.9
Central Government 6 2.3 2.6 2.4 2.3 2.8 2.9 2.9
Total 100 2.8 2.4 2.4 2.3 2.6 2.7 2.9
Real Hourly Earnings (CPI) 3.0 2.5 1.4 0.5 0.6 0.9 1.0
Real Hourly Earnings (CPIF) 2 2.3 1.6 1.0 0.4 0.4 1.0 1.3

! Deflated by the CPI. 2 Deflated by the CPl  with constant mortgage rates (CPIF).

Sources: National Mediation Office, Statistics Sweden and NIER.
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Table A 15 Hourly Earnings and Labour Costs in the Business Sector According to the National
Accounts

SEK per hour, per cent and percentage change, respectively, calendar -adjusted values

Level

2017 2014 2015 2016 2017 2018 2019 2020
Hourly Earnings 241 1.9 3.1 2.1 2.5 2.2 2.6 2.8
Employerso Sociat
(per cent of earnings) 41.4 42.0 43.2 43.1 43.8 43.9 43.9
Hourly Labour Costs 2 345 2.0 3.6 2.9 2.4 2.7 2.7 2.8
Productivity 3 1.4 3.7 0.1 0.6 0.1 0.4 1.4
Unit Labour Costs 0.6 710.1 2.8 1.8 2.6 2.3 1.4

'Empl oyersé social contribUdEaonsngseadapdyempl oy ax s é °daueaddded dividedmyhoursbut i ons .
worked by employees.

Sources: Statistics Sweden and NIER.

Table A 16 Supply and Use Price Deflators
Per cent and percentage change, respectively

Weight
2017 2014 2015 2016 2017 2018 2019 2020
GDP 70.6 1.8 2.1 1.6 2.3 2.2 2.1 1.4
General Government *? 13.6 2.6 3.2 3.3 4.3 4.3 2.9 2.7
Business Sector 2 48.9 1.7 1.9 1.1 1.7 1.6 1.9 1.1
Product Taxes, Net 8.2 0.9 1.0 2.3 2.2 2.5 1.3 1.5
Imports 29.4 1.8 1.3 1.7 3.9 6.2 2.1 0.0
Processed Goods 15.2 2.4 4.0 il.4 2.3 4.0 2.3 0.7
Raw Materials 5.2 1.5 110.2 4.6 12.5 14.8 710.1 10.6
Services 9.0 3.2 4.4 10.3 2.1 5.0 3.2 1.7
Supply/Use 3 100 .0 1.8 1.8 0.7 2.7 3.4 2.1 1.0
General Government
Consumption Expenditure 18.4 2.4 2.9 2.5 3.7 3.8 2.7 2.6
Household Consumption
Expenditure 31.5 1.1 0.9 1.0 1.7 2.3 1.7 1.4
Gross Fixed Capital Formation 17.6 2.2 2.0 1.7 2.7 2.9 1.8 1.5
Exports 32.0 2.0 2.1 1.2 3.3 4.6 2.1 10.5
Processed Goods 17.5 2.8 4.4 1.3 1.8 3.5 2.2 1.0
Raw Materials 4.6 10.4 18.1 2.5 13.8 14.1 1.7 i2.8
Services 10.0 1.8 3.2 10.3 1.6 2.2 2.0 1.5
*Including non - profit institutions serving households. 2 Value added price deflator calculated at basic prices. 3 Including stock-

building.

Sources: Statistics Sweden and NIER.
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Table A 17 Business Sector Prices, Costs and Profits

SEK billion, percentage change and per cent, respectively

Level

2017 2014 2015 2016 2017 2018 2019 2020
Value Added, Constant Prices ! 3.1 5.2 2.7 2.6 3.0 1.9 1.9
Value - Added Deflator 1.7 1.9 1.1 1.7 1.6 1.9 1.1
Value Added, Current Prices 2 3168 5.0 7.0 3.7 4.4 4.8 3.9 3.0
Hours Worked, Employees 1.5 1.9 3.1 1.6 2.6 1.4 0.9
Hourly Labour Costs 3 345 2.3 2.9 2.2 3.1 3.0 2.8 2.1
Total Labour Costs  * 1835 3.8 4.8 5.4 4.7 5.7 4.2 3.1
Gross Profit 1333 6.6 10.0 1.5 4.1 3.4 3.4 3.0
Profit Share 42 .0 43 .2 42 .2 42 .1 41 .6 41 .4 41 .3
Adjusted Profit Share  ° 34.6 36.5 35.9 35.8 35.4 35.3 35.4
! Calculated at basic prices. 2 Calculated at factor prices. ¥ SEK. *Including wage -related other taxes on production for employees.
;Eicelsfjing one - andtwo -family houses and secondary homes, and adjusted for the number of hours worked by the self -em-

Sources: Statistics Sweden and NIER.

Table A 18 Consumer Prices

Per cent and percentage change, respective ly
Weight
2017 2014 2015 2016 2017 2018 2019 2020
CPI 100 10.2 0.0 1.0 1.8 2.0 1.8 1.9

Mortgage Interest Costs,

Mortgage Interest Rate 111.5 120.8 113.1 713.0 4.9 2.5 7.8
CPIF 100 0.5 0.9 1.4 2.0 2.1 1.7 1.6

Goods 44 70.1 1.2 0.4 0.4 0.6 1.1 1.0

Services 30 0.5 1.1 2.0 2.8 1.9 2.1 2.3

Housing Excl. Mortgage

Interest Costs and Energy 15 1.7 1.5 1.9 1.4 1.8 2.0 1.9

Energy 7 2.5 4.9 1.3 5.8 10.5 2.6 70.1

Mortgage Interest Costs,

Capital Stock 3 5.0 5.4 5.8 9.4 7.1 5.6 4.9
CPIF Excl. Energy 93 0.7 1.4 1.4 1.7 1.4 1.7 1.7
HICP 0.2 0.7 1.1 1.9 2.0 1.7 1.5
Crude Oil (Brent) * 99.6 53.5 45.1 54.8 71.5 66.6 66.7

* Dollars per barrel, annual average.
Note. The CPlI&6s mortgage interest c o snmortigage mpreshrateand thecapitalsieckpr oduct of t he

Sources: Intercontinental Exchange, Statistics Sweden, Macrobond and NIER.
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Table A 19 Resource Utilisation

Percentage change, calendar

Labour Market
Equilibrium Unemployment ~ *
Actual Unemployment 2
Potential Hours Worked

Of Which: Potential Employment
Actual Hours Worked
Labour Market Gap 2
Productivity
Potential Productivity

Of Which: Potential Pro -
ductivity, Business Sector

Actual Productivity
Productivity Gap *
GDP

Potential GDP
Actual GDP

Output Gap °

* Level, per cent of potential labour force.

worked in per cent of potential hours worked.
productivity.  ° Difference between actual and potential GDP in per cent of potential

Sources: Statistics Sweden and NIER.

2016

6.

0.

2 Level, per cent of labour force.

7

9

2017

6.8
6.7
1.5
1.4
2.1
0.2

0.5

1.1
0.2
1.0

2.0
2.4
1.2

2018

6.8
6.3
1.6
1.4
2.4
1.0

0.5

1.1
0.0
0.6

2.0
2.4

1.6

-adju sted values, unless otherwise indicated

2019

6.8
6.3
1.2
1.0
1.2
1.2

0.8

1.2
0.3
0.0

2.0
1.5

1.2

2020

w © ®

°© o o o

0.7

2021

6.8
6.5
0.7
0.7
0.2
0.3

1.1

1.4
1.1
0.0

1.7
1.3

0.3
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2022

6.8

o O o o

% Difference between actual and potential hours
“ Difference between actual and potential productivity in per cent of potential

2023

6.8

o O O o
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Table A 20 Scenario for the Swedish Economy

Percentage change unless otherwise indicated

2016
Population 1.3
Population Aged 15 i 74 0.9
GDP?* 2.4
GDP per Capita * 1.2
Hours Worked * 2.0
Productivity 0.3
Labour Force 1.0
Employment 1.5
Employment Rate 2 67.1
Unemployment 2 6.9
Hourly Earnings # 2.4
Hourly Labor Cost ! 2.9
Unit Labour Cost 3.2
CPI 1.0
CPIF 1.4
Government Net Lending 1.0
Structural Net Lending  © 0.3

2017
1.4

1.1
2.4
1.0
2.1
0.3
2.0
2.3
67.8
6.7
2.3
2.5
2.3
1.8
2.0
1.4

0.5

! Calendar -adjusted values. 2 Per cent of population aged 15
statistics. ° Per cent of GDP. © Per cent of potential GDP.

Sources: National Mediation Office, Sveriges Riksbank, Statistics Sweden and NIER.

Table A 21 GDP and Demand

Percentage change, constant prices, calendar

2016
Household Consumption
Expenditure 2.8
General Government
Consumption Expenditure 3.2
Gross Fixed Capital Formation 3.8
Domestic Demand
Excl. Stockbuilding 3.2
Stockbuilding * 70.1
Total Domestic Demand 3.0
Exports 2.5
Total Demand 2.9
Imports 3.9
Net Exports * 0.4
GDP 2.4

* Change in per cent of GDP the previous year.

Sources: Statistics Sweden and NIER.

2018
1.1

710.1

-adjusted values

2017

2.3

0.3
6.4

2.8
0.1
2.9
3.7
3.2
5.2
10.4

2.4

2018

1.2

1.1
3.4

1.7
0.4
2.1
3.7
2.6
3.1
0.4

2.4

2019
1.0

0.6

710.1

i 74 ® Per cent of labour force.

2019

1.8

0.5

0.0

1.0
10.4
0.6
3.6
1.6
1.7
1.0

1.5

2020
1.0

0.5
1.4
0.4
0.3
1.1
0.6
0.5
68.8
6.4
2.9
2.8
1.8
1.9
1.6
0.3
0.0

4 According to the short

2020

1.9

1.0
0.1

1.2
710.1
1.1
2.6
1.6
2.1
0.3
1.4

2021
1.0

0.5
1.3
0.4
0.2
1.1
0.6
0.5
68.8
6.5
2.9
2.9
1.8
2.2
1.8
0.4
0.3

2021

1.7

1.3
0.8

1.3
0.0
1.3
2.6
1.7
2.7
0.1
1.3
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2022
0.9

0.5

b ©
N e

68.8

N W W o
[

elogn
N}

2022

1.8

1.4
1.4

1.6
0.0
1.6
2.9
2.0
3.0
0.1
1.6

2023
0.9

0.5
1.9
1.0
0.6
1.2
0.7
0.7
68.9
6.8
3.3
3.3
2.1
2.3
2.0
0.3
0.3

-term earnings

2023

2.1

1.4
2.0

1.9
0.0
1.9
3.0
2.2
3.1
0.1
1.9
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Table A 22 Interest and Exchange Rates

Per cent, index 18 November 1992=100 and SEK per currency unit, respectively

2016 2017 2018 2019 2020 2021 2022 2023
At Year -End
Repo Rate 10.50 10.50 710.50 10.25 0.00 0.50 0.75 1.25
Annual Average
Repo Rate 10.5 10.5 10.5 710.3 0.0 0.3 0.6 0.9
5-Year Government Bond Yield 10.2 710.1 0.1 0.0 0.4 0.9 1.3 1.8
10-Year Government Bond Yield 0.5 0.7 0.7 0.5 0.9 1.4 1.8 2.2
Effective Krona Exchange
Rate Index (KIX) 111.7 112.9 117 .6 120 .6 119.6 118.2 115.9 113 .4
EUR Exchange Rate 9.5 9.6 10.3 10.4 10.4 10.2 10.1 9.9
USD Exchange Rate 8.6 8.5 8.7 9.2 9.1 9.0 8.8 8.5

Sources: Sveriges Riksbank, Macrobond and NIER.
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Public Finances 2882023

Table A 23 General Government Finances

SEK billion and percentage of GDP, respectively, current prices

2016 2017 2018 2019 2020 2021 2022 2023
Revenue 2181 2281 2372 2418 2494 2573 2665 2774
Per cent of GDP 49.7 49.8 49.5 48.7 48.8 48.6 48.6 48.7
Taxes and Duties 1933 2025 2093 2134 2203 2270 2347 2 437
Per cent of GDP 44.1 44 .2 43.7 43.0 43.1 42.8 42.8 42.8
Tax-to-GDP Ratio * 44 .2 44 .4 43.8 43.2 43.2 43.0 42.9 42.9
Property Income 65 64 75 76 7 83 92 103
Other Revenue 183 192 203 208 214 220 226 234
Expenditure 2137 2216 2339 2408 2490 2592 2684 2789
Per cent of GDP 48.7 48 .4 48.8 48.5 48.7 48.9 48.9 49.0
Consumption Expenditure 1154 1196 1252 1292 1344 1413 1472 1535
Transfers 767 787 827 848 869 889 912 938
Households 624 639 658 673 687 700 716 735
Corporations 82 82 90 91 94 97 101 105
Abroad 61 66 79 84 88 91 95 98
Capital Formation 186 205 227 234 241 246 251 258
Property Expenditure 30 29 33 35 37 43 50 58
Technical Transfer to
Households 2 0 0 0 0 9 37 29 T30
Net Lending 3 44 65 32 10 13 19 11 15
Per cent of GDP 1.0 1.4 0.7 0.2 0.3 0.4 0.2 0.3
Primary Net Lending 4 9 29 710 731 127 21 31 31
Per cent of GDP 0.2 0.6 10.2 10.6 10.5 10.4 710.6 10.5
Structural Net Lending 13 22 T4 7 T2 17 18 19
Per cent of potential GDP 0.3 0.5 710.1 710.1 0.0 0.3 0.3 0.3
Maastricht Debt 1858 1870 1864 1718 1758 1785 1820 1861
Per cent of GDP 42 .4 40.8 38.9 34.6 34.4 33.7 33.2 32.7
GDP, Current Prices 4385 4579 4791 4 961 5115 5300 5488 5693
Potential GDP, Current Prices 4 348 4523 4714 4 905 5081 5286 5487 5693
Net Financial Wealth 990 1188 1182 1361 1391 1461 1524 1593
Per cent of GDP 22.6 26.0 24.7 27.4 27.2 27.6 27.8 28.0
! The tax -to-GDP ratio is calculated by dividing total taxes, including EU taxes, by GDP. 2 Technical transfer to households in the
form of changes to taxes and/or transfer payments. 3 Net lending is calculated as income minus expenses plus transfers to

hous eholds. * Primary net lending is calculated as net lending minus net capital. Net capital is capital income minus capital ex-
penditures.

Sources: Statistics Sweden and NIER.
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Table A 24 Central government finances

SEK billion and percentage of GDP, respectively, current prices

2016 2017 2018 2019 2020 2021 2022 2023
Revenue 1157 1206 1247 1254 1291 1334 1382 1438
Taxes and Duties 1013 1063 1093 1097 1132 1166 1204 1 249
Property Income 24 22 28 28 26 30 34 40
Other Revenue 120 122 126 129 133 138 143 149
Expenditure 1092 1131 1186 1207 1233 1267 1301 1342
Transfers 678 710 746 755 763 774 787 805
Old-Age Pension System * 26 25 24 23 24 24 24 25
Local Government Sector 247 272 279 280 279 280 282 286
Households 300 302 311 316 319 323 328 336
Corporations 48 50 57 56 58 60 63 65
Abroad 57 62 75 80 84 87 90 94
Consumption Expenditure 296 301 313 319 331 347 359 374
Capital Formation 93 97 101 107 111 115 119 124
Property Expenditure 25 23 26 27 28 31 35 39
Of which
interest expenditure 20 18 20 21 22 25 28 32
Technical Transfer to
Households 2 0 0 0 0 16 25 55 76
Net Lending 65 75 61 46 42 41 26 20
Per cent of GDP 1.5 1.6 1.3 0.9 0.8 0.8 0.5 0.4
Central Government Debt 1292 1265 1196 1011 1012 996 996 1004
Per cent of GDP 29.5 27.6 25.0 20.4 19.8 18.8 18.1 17.6
Net Financial Wealth 1297 7186 7124 2 12 77 127 171
Per cent of GDP 16.8 4.1 12.6 0.0 0.2 1.5 2.3 3.0
Centr al g 0 Vv e r -mage @angiod sontriblitidns. 2 Technical transfer to households in the form of changes to taxes and/or
transfer payments. In this table, central government grants to the local government sector are estimated on the bas is of un-
changed rules. If these grants turn out to be higher than with unchanged rules, the technical transfer from the central gover n-
ment sector to households will decrease correspondingly, at the same time as the technical transfer from local government to
the households will increase correspondingly via smaller increases in local government taxes (or larger transfer payments). T he

total technical transfer from the general government sector to households reported in Table A23 will be unchanged.

Sources: S tatistics Sweden, National Debt Office and NIER.
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Table A 25 Old - Age Pension System Finances

SEK billion and percentage of GDP, respectively, current prices

2016 2017 2018 2019 2020 2021 2022 2023
Revenue 292 302 318 329 340 349 362 377
Social Insurance Contributions 234 245 256 268 277 285 295 307
Centr al Gover nme
Old - Age Pension Contributions 26 25 24 23 24 24 24 25
Property Income 31 31 35 35 37 38 40 42
Other Revenue 2 2 2 2 2 2 2 3
Expenditure 288 302 311 321 331 340 349 359
Income Pensions 282 296 304 314 323 332 341 351
Property Expenditure 0 0 1 1 1 1 1 1
Other Expenses 6 6 6 7 7 7 8 8
Net Lending 4 0 6 7 9 9 13 17
Per cent of GDP 0.1 0.0 0.1 0.1 0.2 0.2 0.2 0.3
Net Financial Wealth 1347 1 435 1407 1497 1548 1578 1611 1650
Per cent of GDP 30.7 31.3 29.4 30.2 30.3 29.8 29.4 29.0

Sources: Statistics Sweden and NIER.

Table A 26 Local government finances

SEK billion and percentage of GDP, respectively, current prices
2016 2017 2018 2019 2020 2021 2022 2023
Revenue 1015 1079 1118 1149 1175 1204 1238 1280
Taxes 670 700 726 751 776 800 828 860
Municipal Property Tax 16 17 18 18 19 19 20 21
Central Government Grants
incl. VAT Compensation 241 267 274 280 278 279 281 285
Property Income 10 12 12 13 14 16 18 21
Other Revenue 78 83 89 87 89 90 91 93
Average municipal tax rate 1 32.10 32.12 32.12 32.19 32.19 32.19 32.19 32.19
Expenditure 1040 1089 1153 1193 1238 1 298 1350 1408
Transfers 88 84 85 89 91 93 96 99
Households 43 43 45 45 46 47 49 50
Other 45 41 41 43 44 46 47 49
Consumption Expenditure 854 892 935 969 1009 1063 1108 1156
Capital Formation 94 108 126 127 130 131 131 134
Property Expenditure 5 5 6 7 8 11 15 19
Technical Transfer to
Households 2 0 0 0 0 125 762 84 i 106
Net Lending 125 110 135 144 739 132 127 23
Per cent of GDP 710.6 10.2 10.7 710.9 710.8 710.6 10.5 10.4
Net Financial Wealth 60 161 1101 1138 1169 1194 1214 1229
Per cent of GDP 1.4 1.3 12.1 12.8 713.3 13.7 3.9 4.0

* Per cent. 2 Technical transfer to households in the form of changes to taxes and/or transfer payments. In this table, central gov-

ernment grants to the local government sector are estimated on the basis of unchanged rules. If these grants turn out to be

higher than wit h unchanged rules, the technical transfer from the local government sector to households will increase accord-

ingly via smaller increases in local government taxes (or larger transfer payments). Since the technical transfer from the ce ntral
government secto  r to households will decrease correspondingly, the total technical transfer from the general government sector

to households reported in Table A23 will be unchanged.

Sources: Statistics Sweden and NIER.
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Table A 27 General Governme nt Revenue with Unchanged Tax Rules

Per cent of GDP

2016 2017 2018 2019 2020 2021 2022 2023
Direct Household Taxes 15.9 16.0 15.4 15.2 15.2 15.0 15.0 15.0
Direct Business Taxes 2.9 3.0 3.1 2.8 2.8 2.9 2.9 2.9
Empl oy er s &onBibutonsa t 12.1 12.2 12.2 12.2 12.2 12.2 12.2 12.2
VAT 9.2 9.3 9.3 9.2 9.2 9.2 9.2 9.2
Excise 2.3 2.2 2.2 2.1 2.1 2.1 2.1 2.1
Other Taxes 1.8 1.7 1.7 1.7 1.6 1.6 1.6 1.7
Tax -to -GDP Ratio 2 44 .2 44 .4 43 .8 43 .2 43 .2 43.0 42 .9 42 .9
EU Taxes 3 710.1 710.1 710.1 710.1 0.1 710.1 710.1 710.1
Other Revenue * 4.2 4.2 4.2 4.2 4.2 4.1 4.1 4.1
General Government
Primary Revenue 48 .2 48 .4 47 .9 47 .2 47 .2 47 .0 46 .9 46 .9
Property Income 1.5 1.4 1.6 1.5 1.5 1.6 1.7 1.8
Total Revenue 49 .7 49 .8 49 .5 48 .7 48 .8 48 .6 48 .6 48 .7
* Employers' social contributions, contributions from the self -employed and special payroll tax. 2 The tax -to-GDP ratio is defined
as total taxes, including EU taxes, divided by GDP. 3 Taxes paid to the EU are included in the tax -to-GDP ratio but not in general

government revenue.  * Including transfers from abroad and from unemployment insurance funds.

Sources: Statistics Sweden and NIER.

Table A 28 General Government Expenditure with Unchanged Commitment to Public Welfare
Services and Unchanged Regulations for Transfers

Per cent of GDP
2016 2017 2018 2019 2020 2021 2022 2023
General Government
Consumption Expenditure 26.3 26.1 26.1 26.0 26.3 26.7 26.8 27.0
Transfers 17.5 17.2 17.3 17.1 17.0 16.8 16.6 16.5
Households 14.2 13.9 13.7 13.6 13.4 13.2 13.0 12.9
Corporations 1.9 1.8 1.9 1.8 1.8 1.8 1.8 1.8
Abroad 1.4 1.4 1.7 1.7 1.7 1.7 1.7 1.7
Gross Fixed Capital Formation 4.3 4.5 4.7 4.7 4.7 4.6 4.6 4.5
General Government
Primary Expenditure 48.0 47.8 48.2 47.8 48.0 48.1 48.0 48.0
Property Expenditure 0.7 0.6 0.7 0.7 0.7 0.8 0.9 1.0
Total Expenditure 48 .7 48 .4 48 .8 48 .5 48 .7 48 .9 48 .9 49 .0

Sources: Statistics Sweden and NIER.
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Table A 29 Transfers from General Government to Households with Unchanged Regulations for

Transfers
Per cent of GDP
2016 2017
Pensions * 7.8 7.7
Of Which Income Pension 6.4 6.4
Labour Market 2 0.7 0.7
liness and Disability 3 1.9 1.7
Family and Children * 1.7 1.7
Education ® 0.3 0.3
Social Assistance © 0.3 0.3
Other 7 1.5 1.5
Technical Transfer to
Households 14 .2 13.9
' ncome pension, supplementary

and housing supplement for pensioners.

2018
7.6

6.3
0.6
1.6
1.7
0.3
0.3
1.5

13.7

pensi on,

2019
7.6

6.3
0.6
1.6
1.7
0.3
0.3
1.5

13.6

2020

7.
6.
0.
1.
1.
0.
0.
1.

13

guar anteed
2 Unemployment benefits, labour market training benefits, introduction benefit and sal-

2021
5 7.4
3 6.2
6 0.6
5 1.4
7 1.7
3 0.3
3 0.3
5 1.5
4 13.2

2022
7.4

6.2
0.6
1.4
1.7
0.3
0.3
1.5

13.0

pension,

ary guarant ee. ° Sickness and rehabilitation benefit, activity and sickness compensation, work injury compensation and disability
allowance. “ Parental benefit, child allowance, care allowance and housing allowance.
¢ Welfa re benefits. 7 Assistance compensation, financial support for asylum seekers, income support for the elderly and other

transfers to households.

Sources: Statistics Sweden and NIER.

Table A 30 Income Index, Balance Index, Income Pe

Percentage change, unless otherwise indicated

2016
Income Index 2.0
Balance Index 5.9
Balance Ratio *?2 1.038
Nominal Income Pension 3 4.2

2017
3.7

4.4
1.007
2.8

2018
1.5

2.6
1.013
1.0

nsions and Balance Ratio

2019
3.1

3.1
1.035

1.4

2020
2.7
2.7

1.047
1.1

2021
2.7

2.7
1.042
1.1

2022
2.9

2.9
1.026
1.3

! Level. 2 Starting with 2017 entries refer to the dampened balance ratio according to the Swedish Pensions Agency, expressing
the pension systemds assets in

minus 1.6 percentage points.

Sources: Swedish Pensions Agency and NIER.

relation to

2023
7.3

6.1
0.5
1.3
1.6
0.3
0.3
1.5

12.9

survivoros

5 Student grants and other study allowance.

2023
3.1

3.1

1.5

i t S Percentageichange of batanceé index y ear s

43

pension,

before

t

he



Table A 31 Central Government Budget Balance

SEK billion and percentage of GDP, respectively

Budget Balance
Adjustments to Net Lending

Sales of Shares etc.

Extra Dividends

On-Lending

Other Adjustments
Accruals

Of Which: Tax Accruals

Interest Accruals

Other
Central Government Net Lending
Central Government Borrowing Requirement 1
Stock - Flow Adjustments. Central Government Debt
Central Government Debt. Change
Central Government Debt

Per cent of GDP

and Debt

2016
85.3

21.6
10.2
2.1
27.8
3.9
145.4
131.4
7113.1
3.3
64 .8
185.3
25.0
160.3
1292
29.5

2017
61.8

7.7
0.0

10.1

13.9
9.6
12.2
13.5
713.8
75 .3
161.8
35.0
126.8
1265
27.6

! The central government borrowing requirement is equal to the budget balance with the sign reversed.

2018
80.0

11.9
10.2
731.1

127.1

60 .

9
180.0
11.3
168.7
1196
25.0

Swedish Economy March 2019

2019
126 .3

157.6
0.0
10.7
159.3
2.5
121.9
123.7
4.0
10.5
46 .2
1126.3
159.7
1186.0
1011
20.4

Sources: Statistics Sweden, Swedish National Debt Office, Swedish National Financial Management Authority and NIER.

Table A 32 Central Government Expenditure Ceiling at Nominally Unchanged Central
Government Grants and Unchanged Regulations for Transfers

SEK billion unless otherwise indicated
Central Government Expenditure Ceiling
Per cent of Potential GDP

Capped Expenditure

Per cent of Potential GDP

Budgeting  Margin

Per cent of Capped Expenditure

2016
1215
27.9
1185
27.2
31
2.6

2017
1274

28.2
1229
27.2
45
3.6

Sources: Swedish National Financial Management Authority, Ministry of Finance and NIER.

2018
1337
28.4
1295
27.5
42
3.2

2019
1351
27.5
1322
26.9
29
2.2

2020
1388

27.3
1352

26.6
36

2.7

2020
116.7
13.9
0.0
0.0

2.8
45.8
36.5

9.0
710.5

42 .4
16.7
115.5
1.2
1012
19.8

2020

1430

27.1
1387
26.2
43
3.1

44



