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Perspectives

We have put behind us a year of stagnation and, to some extent, downturn in economic activity globally. The
situation in Europe in particular remains very gloomy. Yet, during 2012, Norway enjoyed its highest growth
in production since the financial crisis. However, certain segments of the Norwegian economy are clearly be-
ing affected by the weak developments among our key trading partners. Traditional Norwegian exports and
industrial investments developed poorly towards the end of last year. This slowed the rate of growth in the
mainland economy and dampened prospects for growth during the current year.

In Europe, policy and economic developments remain dominated by a financial policy of public sector cuts
and tax rises, while the European Central Bank is attempting to stimulate the economy through low interest
rates and an expansive monetary policy. Fiscal policy tightening is also continuing in the USA. Nevertheless,
there is markedly higher growth in the USA than in Europe, as well as some positive trends, e.g. in the hous-
ing market. We do not expect to see an upturn in growth among Norway’s trading partners during 2013. The
prospects for 2014 are brighter, but there is no reason to anticipate a global economic recovery before 2015.

This dismal development will impact on the Norwegian economy over the next few years. We must continue to
expect markedly lower growth in the mainland economy than has been the norm during periods of economic
growth in Norway. The low rate of growth globally will probably lead to lower prices for key export products,
thereby weakening Norway’s balance of payments with other countries, with the result that our real dispos-
able income will increase less than it did during the two previous years. The Norwegian economy is however
influenced by three special factors: sound government finances which make it possible to pursue a different
fiscal policy compared with the countries around us, an extremely profitable and expanding petroleum sector
and a high rate of inward labour migration.

When we look at the trend in the level of activity in the Norwegian economy since 2003 as a whole, labour
immigration has played an important role. Around 60 per cent of the growth in employment since 2004 has
come from inward labour migration. Labour migrants account for over 40 per cent of immigration, and they
correspond to almost half a birth cohort in Norway annually. More inhabitants means more customers and
more suppliers in most domestic markets. The fact that labour migrants have become more visible in both sta-
tistics and working life has led many to ask whether the Norwegian economy has become dependent on inward
labour migration.

If one interprets the expression “dependent on” literally, the answer must be no. If inward labour migration
had been considerably lower, segments of the Norwegian economy and industry would certainly have been
somewhat different, but it is difficult to justify a claim that the standard of living would generally have been
lower. Output and living standards also increased before 2004, as in other countries without high immigra-
tion. Analyses of the growth in living standards in Norway and other wealthy countries point to factors very
different from immigration as fundamental driving forces in the long term. Increased immigration can also
not be a consequence of a high standard of living, rather a cause of it.

Instead of asking whether we are dependent on inward labour migration, we can ask whether inward labour
migration gives Norway economic benefits and, if so, who enjoys these benefits, and how immigration impacts
on the way in which the economy operates. Inward labour migration has economic consequences for many
groups in society. Viewed in isolation, an increase in inward labour migration will result in higher earnings
for business owners, as it means that the Norwegian labour market is less restrictive as regards the supply of
labour. Inward labour migration leads to more competition in certain segments of the labour market and in
many service markets, and contributes to low rates of growth in wages and prices. For consumers this is obvi-
ously an advantage overall. However, the picture is more mixed for those who directly or indirectly compete
with immigrants in the labour market, as they may experience a lower rate of growth in their income than
would otherwise be the case. Some may also find that they are competed out of the market altogether. Any
mismatch between the qualifications of those who are resident in Norway and what employers are seeking
will become more apparent and may have major consequences when companies are able to search for labour
and the right skills abroad, rather than appointing unemployed people who thereby lose out on valuable oc-
cupational training. Together with generous social security schemes, this may result in more and more people
being permanently shut out of the labour market.
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Inward labour migration has much in common with the rise in global trade of goods and services. There will
again normally be a positive and a negative side in the short term in this regard, depending on whether one is
primarily a consumer or a competitor. However, global trade will generate a net gain over time, as a result of
mutually beneficial international division of labour between countries. Correspondingly, the potential for the
profitable specialisation of Norwegian resource consumption may increase when inward labour migration can
replace and supplement ordinary imports. In particular, location-based production in Norway, such as build-
ing and construction works, hotel and restaurant services, are increasingly being imported through inward
labour migration.

One effect of immigration which has attracted considerable attention is the possibility of changes in the rela-
tionship between those who are in the labour force and those who are outside. Those already residents in the
country will primarily experience this effect through changes in public finances. If high immigration weak-
ens the public finances, this will in isolation mean a reduction in living standards for those already resident

in Norway, because taxes will have to be raised and/or public welfare measures trimmed in the long term,
compared with the lower immigration scenario. Labour income forms the basis for most taxes in Mainland
Norway, and the alternative to work is usually subsistence via social security schemes and state benefits. The
importance of employment for public finances is greater in Norway than it is in most countries, because a loss
of income typically triggers generous state payments, which are financed by relatively high taxes on employ-
ment. No complicated calculations are necessary to show that an immigrant who arrives in Norway fully quali-
fied, normally works from the first day and returns home before reaching an age were disability benefit and
the frequent use of health and care services becomes common, will contribute far more to tax revenues than
to public expenditure. Such inward labour migration is however hardly very representative. Labour migrants
who arrived in Norway during the 1970s have largely stayed and have on average left employment earlier
than the majority of the population. We currently have little information to relate to as regards the latest wave
of labour migrants and their families’ economic lifecycle and long-term labour market affiliation.

The economic effects of migration for the country of emigration are rarely, perhaps too rarely, considered in
the Norwegian debate. These effects can also be both positive and negative. Emigration of the unemployed
will normally benefit those who remain behind, partly because public expenditure on the unemployed will
fall. The benefit is further reinforced if the emigrants also send a proportion of their income back to their
home country, where the purchasing power of the Norwegian krone is normally far higher than in Norway.
Emigrants may also return to their country of origin with greater expertise than they would have acquired at
home, and with social security and pension entitlements from Norway. However, negative effects will arise

for the country of origin if it is consistently the most productive workforce that emigrants. Such a ‘brain drain’
increases the real economic and state financial provider burden in the country of emigration. This can often be
the case in countries which have what are to some extent overstretched public finances. There are currently no
mechanisms to prevent anyone from moving from a country with a high national debt to a country with strong
public finances within the EEA. This gives unfortunate and unintentional incentives. A high rate of emigration
can also have a destabilising effect in the short and medium term. High emigration increases real capital per
inhabitant who remains behind. This reduces the need for investments, whilst lower property prices dampen
private consumption. Economic growth is weakened as a result.

Immigration to Norway has considerable regional effects. Immigrants are represented in every municipality in
the country, and far fewer municipalities are experiencing depopulation than was previously the case. Overall,
the peripheral municipalities have experienced population growth during the past four years, after around 25
years of declining populations. On the other hand, most immigrants move to the largest towns and cities and
their surrounding areas, and over time a significant proportion of immigrants relocate from peripheral areas
to more central areas. Overall, immigration puts additional pressure on areas with a high population density.

A high rate of immigration and population growth suggests that certain figures for economic development
should be viewed in a different light than was previously the case. An obvious example is that greater
emphasis should be placed on figures per capita when assessing developments in output, consumption and
income. Developments in the Norwegian economy in recent years clearly illustrate that periods with high
immigration result in major differences between figures for the country as a whole and per capita. Whereas
real mainland GDP in 2012 was 24.2 per cent higher than in 2004, the increase was only 14.0 per cent when
measured per capita. For disposable real income, the corresponding increases were 30.5 per cent and 19.7
per cent respectively. However, not even the trend per capita will always give a good indication as to how

the situation for individuals is changing. A labour immigrant may experience rapid growth in his or her own
income and consumption by coming to Norway, yet at the same time also contribute to a reduction in average
income and consumption levels in Norway. In the same way, it is possible that the person concerned will drag
average productivity down, because their low productivity prior to immigration did not count.
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Inward labour migration to Norway may vary considerably. However, with the income advantage that Norway
has over many other countries, including EEA countries, one must assume that the variation will be centred
around a high level for many years to come. This gives reason to ask whether one should reassess what con-
stitutes normal growth rates and developmental trends for the Norwegian economy. The high rate of immi-
gration shows that economic activity can to a great extent fluctuate into and out of the Norwegian economy
far more quickly than was previously the case. When labour migrates between countries, both demand and
capacity move with it. Flexible inward and outward migration help to make the labour market more adaptable
to changes in demand and economic fluctuations. This means that the information value of many figures, such
as the unemployment rate, is reduced and to some extent altered as indicators of the pressure in the economy.
The growth during the economic boom prior to the financial crisis would probably have triggered stronger
pressure on wages and prices had capacity not been expanded through high inward labour migration. From
this perspective, it could be argued that more opportunities for immigration and emigration have given the
Norwegian economy a new type of automatic stabiliser.

An increase in immigration can also create destabilising mechanisms. Each additional inhabitant will result in
greater demand, particularly for real capital. In the role of employee, machinery and equipment are required,
while in the role of consumer, housing and shops are required, in addition to roads and other public infrastruc-
ture such as nurseries, schools and health centres. Behind every existing inhabitant is real capital of approxi-
mately NOK 1.3 million on Mainland Norway. Almost half consists of housing capital. To illustrate this point, in
order for an immigrant family of four to achieve this level of capital over a period of five years, it would require
a work contribution of about one full-time equivalent during each of these years. In addition to this is the work
contribution that is required to satisfy the immigrants’ demand for other services and consumer goods.

When stocks of real capital are to be increased substantially, it will create pressure and fluctuations in the
economy. Whereas consumption is closely synchronised with ongoing production and income, investments
follow a completely different dynamic. In order to increase the annual services from real capital by NOK 1, an
average investment of NOK 11 would be required. A relatively modest increase in the consumption of capital
services can therefore result in a substantial increase in investments, which then tail off relatively sharply once
the required capital stocks are in place. Keynes’ theory that unpredictable fluctuations in investments are an
important source of macro-economic instability is therefore still relevant and is reinforced by the fact that
many investment projects in Norway are large compared with the size of the economy. This could indicate that
assessments of demand pressure in the economy should to a greater extent than previously focus on markets
for capital goods, where supply cannot increase rapidly. Important examples here are the markets for housing,
commercial buildings and major infrastructure.

More opportunities for inward migration thus make it easier to expand capacity, whilst at the same time the
development in itself can reinforce the pressure on many capacity limits, which triggers increased investment.
Inward labour migration can thus be self-reinforcing, at least for certain periods of time. To put it differently:
Additional inward labour migrants are employed to build homes, but the new immigrants themselves require
housing which in turn requires more labour immigrants. The opportunities for spirals of this type are present,
but there is little evidence available at the present time to indicate their importance.

Investments are based on expectations, and uncertainty concerning the future creates a risk of the wrong
investments being made. More opportunities for immigration and emigration increase this uncertainty. High
immigration rates over many years gradually create considerable potential for emigration. A substantial fall
in net immigration, or possibly even net emigration, would considerably reduce the demand for real capital.
This uncertainty is partly linked to the need for public infrastructure, e.g. school construction, communica-
tions and roads, and infrastructure of importance for housing construction. Greater uncertainty therefore
leads affects the public sector as an investor. Economic rational adaptation to greater uncertainty means that
investments will be at a lower level than the anticipated need. A certain “wait and see” attitude, partly with
regard to developments in Europe, may therefore be a sensible approach before expanding in order to “meet
all anticipated needs”. However, this means that one accepts pressure on the capacity of certain sectors at
times. In simple terms, this means periods with more congestion, queues and higher land and housing prices
than are experienced with rapid development. There is thus a basis for protests and the rationale of the policy
is not easy to communicate.

The high rate of immigration gives both benefits and challenges for the Norwegian economy. The policy must
take all these into consideration. The group that perhaps benefits most from immigration is the immigrants
themselves. For many, their standard of living can rise considerably and quickly, particularly as the situation
stands at the moment in many of the countries from which immigrants originate. This is a circumstance which
should not be forgotten.
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Cyclical developments in Norway

The cyclical upturn which began at the turn of the year
2010/2011 continued throughout most of 2012, but
the downturn in power generation contributed to the
growth rate during the fourth quarter being lower than
the trend growth in the mainland GDP. Manufacturing
output also developed particularly poorly towards the
end of 2012, partly due to low growth internationally
which contributed to the downturn in exports of tra-
ditional goods. With the construction and engineering
sector, the level of activity developed poorly throughout
the second half of last year.

On an annual basis, economic growth measured in
terms of the mainland GNP amounted to 3.5 per cent in
2012, which is the highest rate of growth since 2007.
However, unusually high power generation last year
and low generation during the previous year helped to
boost this growth by 0.3 percentage points, so that the
underlying growth is just 0.5 percentage points higher
than trend growth. Petroleum production was at the
same level as the previous year, after falling for many
years. Last year’s increase thus ended in a GDP totalling
3.2 per cent, which is the highest growth rate recorded
since 2004.

Table 2.1. Macroeconomic indicators 2011-2012. Growth from previous period unless otherwise noted. Per cent

Seasonally adjusted

2011 20127 12:1 12:2 12:3 12:4
Demand and output
Consumption in households etc. 2.5 2.9 0.8 0.9 0.7 0.3
General government consumption 1.8 2.1 0.0 1.3 0.2 0.1
Gross fixed investment 7.6 8.1 3.9 1.3 2.8 1.0
Mainland Norway 8.5 3.9 2.5 0.4 4.0 -0.6
Extraction and transport via pipelines 14.1 14.4 3.8 5.2 0.4 5.0
Final domestic demand from Mainland Norway' 3.3 2.9 0.9 0.9 1.2 0.1
Exports -1.8 2.2 5.1 0.4 -3.5 -0.1
Crude oil and natural gas -6.2 0.9 6.7 1.6 -6.8 -1.8
Traditional goods 0.0 2.6 5.2 -0.4 0.6 -1.4
Imports 3.8 3.3 0.4 1.7 -0.2 1.3
Traditional goods 3.6 2.1 1.1 0.3 0.6 -0.8
Gross domestic product 1.2 3.2 1.3 0.8 -0.6 0.4
Mainland Norway 2.5 3.5 1.0 0.7 0.8 0.3
Labour market
Man-hours worked 1.8 2.1 0.6 0.4 0.5 0.5
Employed persons 1.3 2.2 0.7 0.7 04 0.3
Labour force2 1.1 1.8 0.6 0.4 0.0 0.3
Unemployment rate, level? 33 3.2 3.2 3.0 3.1 3.5
Prices and wages
Annual earings 4.2 4.0 . . . y
Consumer price index (CPI)? 1.2 0.8 0.8 0.4 0.4 1.2
CPI adjusted for tax changes and excluding energy products (CPI-ATE)? 0.9 1.2 1.4 1.1 1.2 1.2
Export prices, traditional goods 5.7 4.4 -1.4 -1.7 -1.6 1.1
Import prices, traditional goods 4.2 0.5 0.3 -0.4 0.6 0.0
Balance of payment
Current balance, bill. NOK 351.4 414.0 136.6 78.0 94.2 105.2
Memorandum items (unadjusted level)
Money market rate (3 month NIBOR) 2.9 2.2 2.6 2.3 2.1 1.9
Lending rate, credit loans* 3.6 3.8 4.0 3.9 3.8 3.7
Crude oil price NOK® 621 649 684 641 646 625
Importweighted krone exchange rate, 44 countries, 1995=100 88.1 87.1 87.6 87.6 87.2 85.8
NOK per euro 7.79 7.48 7.59 7.56 7.39 7.37

T Consumption in households and non-profit organizations + general government consumption + gross fixed capital formation in Mainland Norway.

2 According to Statistics Norway»s labour force survey(LFS).

3 Percentage change from the same period the previous year.
4 Period averages.

°> Average spot price, Brent Blend.

Source: Statistics Norway and Norges Bank.
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The gross product of public administration rose by just
1.8 per cent during 2012. It is thus developments in
market-oriented activity that has contributed to the
high rate of growth in the mainland economy. In the
service industries, growth was approximately on a par
with the development in the mainland economy as a
whole, while a substantial increase from 2011 to 2012
in construction and engineering activity and in the ag-
uaculture industry, combined with power generation,
helped to boost the growth rate significantly.

Whereas fiscal policy clearly dampened the downturn
following the financial crisis, the impulses in recent
years have been cyclically neutral. The continued ex-
pansionary monetary policy involving low interest rates
has continued to stimulate both household consump-
tion and the housing market. These are factors that
have contributed to the growth in output in market-ori-
entated services and in the building and construction
sectors, and therefore also to the cyclical upturn in the
Norwegian economy.

Developments in the activity levels of various indus-
tries are closely linked to the impulses from demand.
Traditional exports have seen minimal growth. This
also applies to business investment, while investments
in the petroleum sector and housing have increased
considerably. Consumption in public administration has
risen moderately over the last two years, while house-
hold consumption has increased more. Compared with
a more normal economic pattern for the Norwegian
economy, it is the growth in traditional exports and
business investment over the last two years that is
particularly slow. This is consistent with the low rate of
growth in the global economy. The economic upturn
from 2003 to 2007 was characterised by strong growth
in demand for Norwegian exports. This contributed to
both high growth in export volumes and an improve-
ment in the balance of trade for traditional goods. This
in turn led to high profitability, high investments and
high growth in labour productivity. In what has so far
been a very moderate Norwegian economic recovery,
the poor growth in the global economy, particularly
among our traditional trading partners, has dampened
this recovery. Thus, the cyclical pattern is rather atypi-
cal when one studies the details on both the production
and the demand side of the Norwegian economy.

Another unusual aspect of the cyclical development

is the poor growth in labour productivity at macro
level so far during the economic recovery. Productivity
growth normally increases markedly towards the end
of a downturn and at the start of an economic recov-
ery. This pattern is clearly manifest in the 2000s up to
2009. The growth in productivity should normally have
picked up after this. This occurred in 2010, although
productivity developments during 2011 and 2012 were
surprisingly poor, especially as it is in market-orien-
tated enterprises that growth has manifested. During
2012, productivity growth picked up somewhat, but it
remains low given that we are at a relatively early stage

in an economic recovery. One of the reasons for this

is that investment growth in many areas of industry
has been absent, partly as a result of the disappointing
global developments. This has meant that increased
capital intensity has not made the normal contribution
to greater labour productivity. As shown in Chapter 3,
the contribution from greater capital intensity has actu-
ally been negative in 2012, so that the entire productiv-
ity growth is linked to higher total factor productivity.
This is relatively unusual.

The counterpart to the poor growth in productivity is
the high rate of employment growth over the past two
years. During 2012, the number of people in employ-
ment increased by 2.2 per cent. Although the workforce
has also increased considerably, unemployment as an
annual average has nevertheless fallen slightly. The
decline is 0.4 percentage points from the peak in 2010
to 3.2 per cent in 2012. The growth in employment was
markedly reduced from the first to the second half-year
last year, the fall in unemployment has now long since
ceased and the Labour Force Survey (LFS) showed a
clear tendency for an increase in unemployment to-
wards the end of last year.

Consumer price growth remains low and shows no
clear signs of change in the underlying trend. In 2012,
the total growth in the CPI was as low as 0.8 per cent
as a result of a fall in the price of electricity of almost
20 per cent. Measured in terms of CPI-ATE adjusted

for tax changes and excluding energy products (CPI-
ATE), inflation has remained stable at just over 1 per
cent since the economic recovery began two years ago.
During this period, imported inflation has been low.
The reason for this may partly be attributed to the
strengthening of the krone exchange rate that has been
taking place for several years and to the fact that world
market prices are rising only slightly as a result of poor
growth in the global economy. Low and declining inter-
est rates have also contributed over time to a reduction
in financial costs that impact on the growth of property
rental rates and trading margins.

Our assessment of the development in the coming few
years is now slightly less positive than previously. The
crisis-ridden economic development among many of
Norway’s key trading partners has become stronger in
recent times and growth may be even lower in 2013
than during the previous year. We believe that growth
will then pick up again relatively slowly. This means
that the recovery of the Norwegian economy will not
be boosted to any significant degree for some time and
Norwegian export-oriented industries will have to fight
for market shares in virtually stagnant markets. On the
other hand, this would also suggest that we will receive
little inflationary impulses from abroad and that policy
rates in both the USA and Europe will remain low.

Nevertheless, an increase in domestic demand is con-
tributing to further recovery of the Norwegian econ-
omy, but it remains weak. Fiscal policy in Norway is
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Figure 1. General government. Seasonally adjusted at constant
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not expected to give strong impulses to further growth
other than through the positive effect of low inter-

est rates on domestic demand. The fiscal policy may
give slightly stronger impulses to growth as a result

of strong growth in transfers and our assumption of
higher growth in gross investments in public infrastruc-
ture. The petroleum sector has contributed significantly
to the economic recovery over the last two years. We
expect the growth in demand from this sector, even if it
declines, to be sufficient to ensure that the underlying
upturn in the Norwegian economy will continue.

In 2015 and 2016, we expect the growth in demand
to even out more between the sectors, compared with
our forecasts for the next two years. This follows from
the assumption of slowly increasing growth in the
global economy, where monetary policy will gradu-
ally normalise and interest rates rise slightly. Growth
in household demand will then diminish somewhat,
while exports will contribute slightly more to the
overall growth. As the development in demand from
the petroleum sector also moderates and investments
in mainland industries continue to grow modestly, the
growth in the mainland economy will fall back towards
the trend growth rate.

We expect growth in employment to remain rela-

tively high, but not as high as during the previous two
years. The workforce is increasing roughly in line with
employment, which means that we do not anticipate
any major changes in unemployment in the immediate
future. The pressure on the labour market is reduced
by the high rate of immigration, not least from neigh-
bouring economies experiencing unemployment levels
substantially higher than the Norwegian level. We ex-
pect wage growth this year and next to fall slightly com-
pared with last year, but we expect real wage growth to
remain high in a historical perspective, particularly in
relation to other OECD countries. Towards the end of
the forecast period, the global improvement will help to
boost the profitability of traditional export businesses,
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which in turn could help to boost wage growth nomi-
nally. At the same time, inflation will also rise, with the
result that real wage growth may actually fall instead.
Given the marked growth in employment, this will
result in high growth in household income and, in
conjunction with a substantial growth in transfers, we
expect the household saving ratio to remain high.

Fiscal policy

Government consumption increased by 2.1 per cent
from 2011 to 2012. The growth rates for consumption
in municipal government and civil state government
were approximately equal, while military consump-
tion remained virtually unchanged. Total gross invest-
ments in public administration increased modestly
during 2012, while investments in civil administration
increased by almost six per cent. It is estimated that
transfers to households, equivalent to around 17 per
cent of GDP Mainland Norway, rose by approximately
5.4 per cent last year, resulting in real growth of 4.6 per
cent. This means that the sum of purchases of goods
and services by the public administration for consump-
tion and investment purposes, as well as transfers, rose
in real terms by 2.9 per cent from 2011 to 2012. This

is slightly above the trend growth in the mainland econ-
omy, a factor which can be said to have resulted in a
small positive cyclical impulse last year. With a growth
in population during 2012 of 1.3 per cent, growth in
expenditure per capita was around 1.5 per cent.

Our estimates for 2013 fiscal policies are close to the
estimates in the National Budget for 2013 (NB2013).
Real growth in consumption in public administration is
estimated to be a par with the growth during 2012. A
stronger focus on investments in infrastructure means
that gross investments will increase somewhat more
and we expect the growth in volume this year to be 4
per cent. The strong real growth in transfers is con-
tinuing much as it did during 2012. Strong growth in
pension benefits in the coming years will reduce the
scope for action in the fiscal policy to some extent. Total
real growth from the three aforementioned budgetary
components, which collectively constitute nearly 90
per cent of total public expenditure, could increase by
close to 0.5 percentage points from 2012 to 2013. The
projections for tax and duty rates are as usual based on
the estimates in NB2013. Rates have generally been
adjusted to account for growth in prices or income and
may be regarded as unchanged in real terms. These es-
timates are identical to those that we have used in our
previous economic surveys.

In ‘A new balancing of the 2012 national budget 2012’
(Prop. 42 S), the government projects the structural,
oil-corrected budgetary deficit (SOBD) at NOK 109
billion, which represents 3.3 per cent of fund capital at
the start of 2012. Our budget estimate for 2013 does
not differ much from NB2013 on either the expenditure
or the revenue side. We project that, as a proportion of
fund capital, SOBD will be close to 3 per cent in 2013.
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For the period 2014 - 2016, no fiscal policy has been
announced. The uncertainty regarding our assumptions
is thus considerably greater than for 2013. The general
election this autumn may result in a change of direc-
tion in fiscal policy. However, as in previous economic
reports, we have chosen to continue the key aspects

of the current fiscal policy. The growth in government
consumption increases somewhat during the forecast
period compared with the estimates for 2013. This

is partly the result of changes in the number of effec-
tive working days and partly because when growth in
investment rises in line with higher ambitions concern-
ing the development of infrastructure, the services
from public consumption capital will increase. Going
forward, we expect the growth in transfers to continue
the trend of 2013 in real terms, and tax rates have
been adjusted for the nominal development of prices
or income as has largely been the case in recent years.
In sum this will increase the growth impulses from
fiscal policy during the period 2014-2016 by around
0.5 percentage points compared with 2012, so that

the real growth in expenditure will be around 3.5 per
cent per year. As a result of relatively high oil prices in
the future, we anticipate further strong growth in the
Norwegian Government’s Pension Fund Global. This
means that even with a slightly higher rate of growth
in expenditure in real terms, SOBD will remain in the
range 2.5-3 per cent as a proportion of fund capital dur-
ing these years.

Monetary policy

The policy rate has been 1.5 per cent for almost a year
now. This is 0.25 percentage points above the record
low of summer 2009. As an annual average, the policy
rate was 1.55 per cent during 2012. This is 0.20 per-
centage points lower than during 2009, which until
now has been the lowest level for the policy rate on an
annual basis.

Norges Bank sets the policy rate, although it is mar-
ket rates that are important for the growth of the real
economy. At the end of 2012, the three-month inter-
bank rate was just over 1.8 per cent, so that the mark-
up between the policy rate and the interbank rate was
close to 0.3 percentage points. At the start of 2012, the
interbank rate was 2.9 per cent and it fell throughout
the year, particularly in connection with the surprising
reduction in the policy rate in March last year. As an
annual average, the interbank rate was 2.24 per cent in
2012. It is lower than in the crisis year of 2009, but not
as low as in 2004 and about as low as in 2005, when
the mark-up on the policy rate was less than it is now.
In January this year, the interbank rate rose somewhat
and has been about 1.9 per cent throughout February.

The national debt crisis in many countries and the
after-effects of the financial crisis in real economic
terms goes a long way to explaining the low interest
level in Norway. In the euro zone, the interbank rate
has been below 0.2 per cent since September last year.
The high interest rate differential, combined with

Figure 2. Interest rate and inflation differential between NOK
and the euro. Percentage points
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In the next few years, new international regulations impos-
ed by the Basel Committee will lead to stricter requirements
concerning the banks tier 1 capital. These regulations will
also be incorporated into the EUss Capital Requirements
Directive. The minimum requirement for pure tier 1 capital
adequacy - which is roughly defined as the ratio between
equity and risk-adjusted assets - will be increased from 2 to
4.5 per cent. A requirement for a capital conservation buf-
fer of 2.5 per cent is also being introduced. If a bank does
not satisfy the requirement for a capital conservation buf-
fer, limitations will be imposed on how much the bank can
pay in dividends until the bank satisfies the requirement. A
scheme is also being introduced involving a countercycli-
cal buffer of up to 2.5 per cent. The proposal for the EUss
Capital Requirements Directive means that Systemically
Important Financial Institutions (SIFIs) may have a require-
ment for a systemic risk buffer of up to 5 per cent imposed
on them. This will largely be determined by the national re-
gulatory authorities. A systemic buffer is also being introdu-
ced for banks which are systemically important on a global
scale. The combined requirement for pure tier 1 capital may
then be as much as 14.5 per cent with a maximum (natio-
nal) systemic buffer and a countercyclical buffer. Together
with the requirements for hybrid capital (1.5 per cent) and
tier 2 capital (2 per cent), the requirement for subordinated
capital may total 18 per cent.

The EU has introduced a provisional requirement for a pure
tier 1 capital adequacy of 9 per cent from 1 July 2012. The
Financial Supervisory Authority of Norway assumes that
Norwegian banks will also have a pure tier 1 capital adequ-
acy of 9 per cent from the same date, a requirement which
most banks already meet.

The requirement for a countercyclical buffer represents a
new macro-economic tool. This requirement for tier 1 capi-
tal could be tightened during periods when the economy
is performing well and reduced during periods of econo-
mic downturn, when the banks risk incurring losses. The

Box 1. Stricter requirements concerning the equity of financial institutions

scheme could reduce the mutually reinforcing effect bet-
ween the growth in house prices and the growth in debts.
Norges Bank will be responsible for preparing a basis for
decisions and for advising the Ministry of Finance concer-
ning the level and phased introduction of a countercyclical
capital buffer.

The banks can primarily increase their tier 1 capital in two
ways: They can issue new share capital or withhold profits.
The Norwegian tax system is generally neutral with regard
to whether enterprises are financed by debt or equity. This
should mean that it will not be any more expensive for the
banks to increase their tier 1 capital by issuing new share
capital. Nevertheless, information asymmetries may make

it more expensive for todayss owners to finance themselves
with new share capital rather than debt in that new owners
must be given a discount in order to compensate for the
fact that they do not have access to the same information
as the current owners. Within the banking sector, the fact
that some banks have an implicit state guarantee may also
make equity financing more expensive in that the bank will
not pass on the cost to society to the same extent. In ad-
dition, the competitive situation may also be such that the
banks take the opportunity to indirectly coordinate themsel-
ves to charge higher margins on lending. The requirements
for increased tier 1 capital may then contribute to higher
profits for the banks.

It would appear that Norwegian banks are primarily increas-
ing their tier 1 capital through their own earnings. At the
same time, certain banks have indicated that they still wish
to pay shareholders a high dividend in the future. It there-
fore seems that the accumulation of increased tier 1 capital
will take place through interest margins and on the lending
margin in particular. We have not performed any calcula-
tions concerning the magnitude of this effect. However, as
the lending margin is currently very high, we anticipate that
they may be reduced in the future while the banks build up
their tier 1 capital at the same time.

stronger economic growth in Norway, has helped to
strengthen the krone against the euro. At the begin-
ning of 2012, EUR 1 cost almost NOK 7.75, whereas at
the end of 2012 it cost around NOK 7.35, equivalent

to a strengthening of 5 per cent. Through to the end of
February this year, the krone weakened to 7.50 against
the euro, and measured against the euro the krone was
6.5 per cent stronger at the beginning of March 2013
than the annual average for 2007, the year before the
financial crisis. Measured against the import-weighted
exchange rate, the krone appreciated by 5 per cent dur-
ing the same period. As the euro is weighted at around
one third in the import-weighted exchange rate, this
means that the krone has also strengthened signifi-
cantly against other currencies in recent years. Among
such currencies is the British pound, which in the first
half-year of 2007 cost almost NOK 12, compared with
NOK 8.65 in early March this year. On an annual basis,
the krone strengthened by 1.2 per cent during 2012
compared with the import-weighted exchange rate

and 4.1 per cent against the euro. The strong krone
undermines the profitability and activity levels of the
traditional export industry. If interest rates in Norway
had not been so low, the krone could possibly have
been even stronger, thus exacerbating the problems for
Norwegian competition industry.

Both the strengthening of the krone and low global
growth are factors that have contributed to low im-
ported inflation.

Norwegian inflation, measured as the 12-month
growth rate in the consumer price index adjusted for
changes in taxes and excluding energy products (CPI-
ATE), has been at least one percentage point below the
inflation target for over 2V2 years. In January this year,
the 12-month growth rate was 1.2 per cent. Viewed in
isolation, the low interest level in Norway contributes
to increased inflation by both limiting the strengthen-
ing of the krone and stimulating domestic demand.
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Box 2. Import-weighted krone exchange rate
and trade-weighted exchange rate index

Around 40 per cent of Norway»s foreign trade in tradi-
tional goods (i.e. exports and imports of goods excluding
oil, gas, ships and platforms) takes place with countries
which are members of the EU>s monetary union. The
krone exchange rate against the euro consequently
provides limited information on the international value
of the Norwegian krone. It is therefore important to add
alternative exchange rate indicators which better reflect
the breadth of our trading patterns. Examples of such
indicators are the trade-weighted exchange rate index
and the import-weighted krone exchange rate. The trade-
weighted exchange rate index is calculated on the basis
of the exchange rate for the Norwegian krone against the
currencies of Norway»s 25 most important trading part-
ners, and is a geometric mean based on the OECD»s cur-
rent trade weights. This will reflect Norwegian industry»s
competitive interface in both the export and domestic
markets. The weights in the import-weighted krone rate
are calculated based on the composition of imports of
traditional goods from Norway»s 44 most important tra-
ding partners. Both indices are structured in such a way
that high values mean a weak krone and low values a
strong krone.

In the figure, both indices indicate that the krone has
steadily become stronger since 2000, peaking in early
2013. The paths of the two indices are however not en-
tirely coincident. For example, the krone in February this
year was around 15 per cent stronger than the average
for the 1990s, measured in terms of the import-weighted
krone exchange rate, while according to the trade-weigh-
ted exchange rate index it was just 10 per cent stronger.
The difference in the trends is due to the fact that, par-
ticularly around the year 2000, the krone strengthened
considerably less against countries which Norway exports
to than against countries which Norway imports from.
Thereby, the international purchasing power of the krone
increased by more than the industryss international com-
petitiveness was weakened.

Import-weighted krone exchange rate and trade-weighted
exchange rate index
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Low interest rates also contribute to a relatively high
level of lending from Norwegian banks and financial
institutions. Gross domestic debt (K2) increased by 6
per cent in the fourth quarter of 2012 compared with
the previous quarter, seasonally adjusted and calcu-
lated as an annual rate. For the past three years, growth
has been between 5 and 8 per cent. In 2009, the growth
in credit was lower, largely because of negative credit
growth in non-financial corporations. Prior to the finan-
cial crisis, credit growth among the general public was
above 10 per cent. It is among households that borrow-
ing is highest, with credit growth of just under 8 per
cent, seasonally adjusted and calculated as an annual
rate. The growth in credit among households has been
in the range 5 to 8 per cent for over four years. The
growth in credit within the municipal government has
fallen to just below 3 per cent after being in the range
5-20 per cent during the same period. Credit growth in
non-financial corporations during the fourth quarter of
2012 was just over 4 per cent, which is more than 2.5
percentage points below the average for the previous
five quarters.

House buying is the most common reason for house-
hold borrowing. Lower interest rates enable households
to pay higher mortgages. This contributes to increase in
house prices. With the exception of a few short periods,
the housing market has witnessed a formidable rise in
prices over the last 20 years. This rise in house prices
and household borrowing can be mutually strengthen-
ing. Higher prices increase the mortgage value of hous-
es, facilitating higher levels of borrowing. By utilising
these options, households are able to bid higher, thus
forcing house prices up. Higher house prices and debt
burdens may further compound future negative cyclical
shocks. Figures from both Statistics Norway and the es-
tate agency sector’s house price statistics show further
strong growth in house prices.

In box 3, we have looked at the effects of a tightening of
credit given to households, which is one of several pos-
sible consequences of the current move to subject banks
to stricter regulations; see box 1.

The average rate of interest on loans from financial
institutions on lines of credit secured on dwellings

can be regarded as a good indicator of mortgage rates
generally; refer to box 3 in Economic Survey 1/2012. At
the end of the fourth quarter of 2012, this interest rate
was 3.7 per cent, while the average deposit rate was 2.3
per cent. Both the interest rate on credit lines and the
deposit rate were unchanged from the previous quarter
and 0.3 percentage points lower than during the same
quarter of the previous year. The differential between
these two interest rates has therefore remained un-
changed over the past year. The financial institutions’
reductions in interest rates have however been less than
the fall in the interbank rate. Thus, the lending margin
has increased while the deposit margin has decreased
correspondingly. As the financial institutions have more
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Table 2. Household real disposable income. Percentage rise compared with previous year

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Total 7,6 -6,4 6,3 4,0 4.1 2,7 4.1 3,9 4,6 3,9 2,7 2,5
Excluding share dividends 3,6 4,2 5,0 3,1 4,0 2,3 4.1 4.1 4,2 3,7 2,5 2,3

Source: Statistics Norway.

Figure 5. Income and consumption in households. Seasonally
adjusted at constant 2010 prices. NOK billion. Quarter
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lending than deposits, in isolation this contributes to
greater earnings for the financial institutions.

In our projections, we assume that Norges Bank will
maintain the current policy rate until the end of 2013.
This is largely attributable to poor global growth, which
results in low foreign interest rates. Thus, on an annual
basis, the policy rate will be even lower this year than
last year. The strong krone, low inflation and moderate
pressure on the economy are reasons for maintaining
low interest levels. The high growth in lending and
house prices would point towards a rise in interest lev-
els. The Norwegian economy is approaching what we
consider to be normal capacity utilisation at the macro
level, and inflation will probable rise. We therefore
believe that the policy rate will gradually be increased
from 2014. The interbank rate will largely follow the
policy rate and during the fourth quarter of 2016 will
reach 4.1 per cent.

A high interest rate differential between Norway and
the euro is helping to keep the krone strong against the
euro. The krone is projected to strengthen by just over
3 per cent this year measured as the import-weighted
krone exchange rate. In our projections, the krone will
strengthen further in 2014, but then weaken again dur-
ing 2015 and 2016. This weakening is due to both a rise
in inflation in Norway compared with other countries
and a projected fall in the price of oil. At the end of
2016, the krone is expected to end on an exchange rate
of just below 7.50 against the euro.

At the end of the fourth quarter this year, the differen-
tial between the interest rate on credit lines secured on
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dwellings and the interbank rate was 1.9 percentage
points. On average, this mark-up was one percentage
point lower during the period from when such loans
were broadly launched in 2006 through to the end of
2011. We project a slight reduction in the mark-up in
the time ahead, although it will remain at a higher level
than we have been accustomed to until the end of the
forecast period. This is due to the financial institutions’
need to increase equity as a result of stricter equity
requirements and the fact that it appears that the com-
petitive situation in the Norwegian financial market is
such that it is possible to increase equity through higher
earnings; see box 1. The mark-up between the interest
rate on credit lines and the interbank rate is expected to
fall to 1.5 per cent from the end of 2014 and this level
will remain to the end of the forecast period. The inter-
est rate on credit lines is therefore expected to rise to
5.6 per cent at the end of 2016.

Household income, consumption and
savings

According to preliminary QNA figures, real household
disposable income increased by 3.9 per cent in 2012,
approximately the same as the previous year. Wage
income, which represents the biggest source of income
for households, contributed much of the growth in
income last year, as employment increased markedly
by 2.2 per cent. Higher public transfers, largely as a
result of higher pension disbursements, contributed
strongly to the growth in income during 2012. Low
inflation also contributed to the high rate of growth in
real income. However, net interest income contributed
negatively to growth, as interest expenses on loans in-
creased by more than interest income on bank deposits.

During the economic recovery from 2004 to 2007,
household consumption increased by an average of
around 5 per cent annually. In the wake of the finan-
cial crisis, growth has been relatively weak. Relative

to the strong growth in real income, consumption also
increased fairly modestly last year by 2.9 per cent.
Spending on consumer goods in 2012 was 2.1 per

cent higher than in 2011. The consumption of food
products, clothing and shoes, as well as electricity,
contributed to growth. However, purchases of transport
vehicles rose slightly from the previous year, following
strong growth throughout 2010 and 2011. Key groups
of consumer goods, such as purchases of furniture and
white goods as well as IT, films and audio-visual equip-
ment, also developed weakly last year compared with
the previous year. Seasonally adjusted figures indicate
that these groups of consumer goods, which are clas-
sified as durable, fell considerably during the fourth
quarter and therefore contributed to the relatively weak
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Box 3. Effects of a tightening of household credit

The banks, including the Norwegian banks, are in the process
of becoming more strictly regulated; see box 1. The banks’
reaction to the measures could take various forms. In our
forecasts, we assume that the difference between the lending
rate and the interbank rate will be somewhat higher than it has
consistently been previously. The requirements, which are lar-
gely based on increasing equity compared to the lending pool,
could alternatively result in stricter credit ratings.

It is not inevitable that this will happen, as — even with more
demanding equity requirements — it will still be very profitable
for the banks to lend to households. However, our arguments
below will also apply if the tightening were to be due to the
requirement for households to provide more equity in order to
obtain a loan without any compensation for this through other
measures.

In order to illustrate some possible effects of a tightening of ho-
usehold credit, we refer to a stylised calculation using KVARTS,
Statistics Norway»s macro-economic model. These calculations
were performed with a new version of the model, which inclu-
des the interaction between credit and the housing market.

In the model block for the credit and housing market, hou-
sehold borrowing and house price growth are driven by the
development of household income, the housing stock and

the real interest rate after tax. In addition, the change in debt
and changes in house prices can also have a reciprocal effect.
Higher house prices increase the need for borrowing in connec-
tion with house purchases. The mortgage value — and there-
fore the opportunities for borrowing — increases when house
prices rise. In addition, higher house prices will reduce the risks
linked to the banks’ existing mortgage pool, and may stimulate
the banks to expand more quickly in the form of new mort-
gages. When lending increases, it enables households to offer
higher prices for houses. A spiral has then begun. This upturn
is dampened more than it otherwise would have been, because
higher house prices gradually result in a larger housing pool
through higher housing investments."

If we now consider the effects of a tightening of household
credit, the same mechanisms operate, but the effects now
work in the opposite direction.

Lending to households by financial institutions is reduced in the
calculation, so that if all other factors are the same as in the re-
ference path, the growth in household debt will be reduced by
0.5 percentage points from the quarter before in each quarter
throughout the period 2013-2016.

When viewed in isolation, the projected initial reduction of 0.5
percentage points in each quarter would mean a reduction in
the growth of debt of around 2 per cent on an annual basis.
During the past couple of years, the growth in gross household
debt has been around 6-7 per cent, calculated as an annual
rate. Because of the interaction between the giving of credit
and circumstances in the housing market, the «actual» reduc-
tion in lending will be slightly greater than was initially antici-
pated. This interactive effect increases over time and through
2016 the growth in lending will be 2.9 percentage points lower
than in the reference path.

Reduced opportunities for borrowing will in the first instance
result in a reduction in demand for housing and therefore
lower house prices. The growth in house prices will fall by al-
most 1 percentage point during the first year, increasing to 2.4
percentage points lower annual growth in the final two years
of the projection period. In 2016, house prices will fall by 7.2
per cent. Lower house prices will impact on the real economy
through two channel:
e Housing investments will decrease
e Household wealth will decrease, which will have a dampe-
ning effect on consumption and tend to pull in the direction
of a higher saving ratio.

" See Anundsen, A. K. and E. S. Jansen (2011):»Self-reinforcing effects between
housing prices and credit: Evidence from Norway» Discussion Paper Norway (revi-

sed version in February 2013).

The costs associated with house building will change very little,
and the profitability of new-builds will therefore decrease when
the price on the second-hand market (the house price) falls. In
2016, housing investments are close to 5 per cent below that
in the reference path. The gross product of the construction
and engineering sector has then fallen by 1.6 per cent, while
the sector’s employment has decreased by 3,100 people.

Household consumption will gradually decline relative to the
reference path, and in 2016 the level will be 1 per cent lower.
Reduced consumption for a given income means an increase
in saving, which in turn helps to boost the financial income

of households. Compared with the scenario in the reference
path, there are some who have not realised their borrowing
and housing investments. Financial wealth therefore increases
relative to the reference path. This effect is stronger than the
indirect effect which results from the reduced level of activity.
The reason for the reduction in consumption therefore does
not lie in lower incomes, but in the fact that the total wealth of
households — where the value of housing is a major factor — is
reduced relative to the reference path due to lower growth in
house prices.

Measured in terms of volume, the decrease in household
consumption is of greatest significance for the reduction in do-
mestic demand. In 2016, the reduction in housing investments
— which increase over time — contribute around half as much to
the reduction in domestic demand as the reduction in house-
hold consumption. The level of activity in the economy changes
little during the first year, but the growth in mainland GDP
decreases by 0.2 percentage points in each of the subsequent
years. Employment falls slightly, and the unemployment rate in
2015 and 2016 has increased by 0.1 percentage points. The la-
bour force has also decreased, through a slight fall in economic
activity rates and a modest reduction in inward labour migra-
tion. The population in 2016 has thus decreased by 600 people.

[t must be stressed that, in these calculations, no assumptions
have been made concerning changes in lending to other insti-
tutional sectors. No assumptions have also been made concer-
ning changes in bank interest rates relative to the reference
path. We have also kept the interbank rate and the exchange
rate unaffected, and there is also no response from the fiscal
policy. Calculations where we allow the model to determine in-
terest rates and exchange rates will reduce most of the effects
reported in the table. Lower pressure on the economy would
have meant slightly lower interest rates and thereby stimulated
growth in debts, house prices and the economy as a whole.

Macro-economic effects of a more restrictive lending policy
from the banks’. Deviation in percent from the reference path
unless stated otherwise

2013 2014 2015 2016

Consumption. household -0.1  -04 -07 -1.0
Gross investments. mainland
Norway 00 -03 -09 -17
Housing -0.1 -08 -25 -48
Mainland GDP 0.0 -0.2 -04 -0.6
Employed. thousand people -0.2 -13 -32 -58
Population. thousand people 0.0 -0.1 -0.3 -0.6
LDS unemployment rate.
percentage points 0.0 0.0 0.1 0.1
Wages 0.0 0.0 -0.1 -0.1
Consumer price index 0.0 0.0 0.1 0.1
House prices -0.8 -27 50 -7.2
Saving ratio. percentage points 0.1 0.4 0.7 09
Growth in household debt during
the year. percentage points -2.1 23 -26 -2.9

" Initial reduction of 0.5 percentage points, growth in lending in each quarter.
Unchanged interest rates and exchange rates

1"
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Figure 6. Residential market. Left axis adj. indices. 2010=100.
Right axis per cent

Figure 7. Petroleum investments and oil price in USD. Seasonally
adjusted at constant 2010 prices. NOK billion. Quarter
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growth in spending on consumer goods on an annual
basis. Spending on services increased by 3 per cent last
year, with particularly strong contributions to growth
coming from leisure services, property rents and hotel
and restaurant services. Consumption by Norwegians
abroad continued to grow strongly for the third year in
a row and contributed by 0.6 percentage points to the
growth in total household consumption.

Household savings, calculated as a proportion of
disposable income, increased from 7.3 per cent in
2011 to 8.7 per cent in 2012, i.e. by almost one and a
half percentage points. By comparison, the saving rate
increased by almost 3.5 percentage points during 2009.
If we consider purchases of durable consumer goods,
including purchases of vehicles, as investment rather
than as consumption, the saving rate can be calculated
to 10.8 per cent in 2012 and 9.6 per cent in 2011. See
Chapter 6 for further discussion of household income,
consumption and savings.

Growth in household income, housing wealth and
interest rates are important for the development in con-
sumption. Although the major contributions to growth
from wage income and public transfers are expected to
continue over the next few years, higher interest rates
and rising inflation will suppress the growth in real
household disposable income and therefore also con-
cumption. We thus anticipate an annual growth in real
disposable income of around 4.5 per cent during the
current year, around 4 per cent next year and around
2.5 per cent in both 2015 and 2016. Further growth

in housing prices will, however, increase the housing
wealth and stimulate consumption. With our projec-
tions for income, housing wealth and interest rates,
growth in consumption will be almost 3.5 per cent dur-
ing the present year, around 4 per cent next year, close
to 3.5 per cent in 2015 and slightly lower in 2016. We
therefore project an average annual growth in con-
sumption of slightly over 3.5 per cent during the period
2013 - 2016, around 1.5 percentage points weaker than
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the level witnessed during the economic recovery from
2004 to 2007. In addition, population growth is now
higher, so that per capita the difference in consumption
growth is even greater.

We now expect the saving rate to end up at well over

9 per cent in 2013 and 2014, and then to fall gradu-
ally towards 7.5 per cent at the end of the forecasting
period. This is a high level from a historical perspective.
Since the financial crisis, we have explained the in-
crease in the saving rate by uncertainty among house-
holds about the future, leading to a fall in consumption.
Precautionary saving may well still play some role, but
some of the development in the saving rate can also

be attributed to the fact that the growth in income has
been channelled to a greater extent than previously

to increased investments in new and existing housing.
However, the figures behind the calculation of the sav-
ing rate are subject to statistical uncertainty. Transfers
of income out of the country from a rapidly growing
immigrant population may be greater than estimated
in the national accounts. Equally, a change in trading
patterns with rapid growth in trade via the internet,
replacing corresponding purchases in stores, may con-
tribute to an underestimate of consumption growth. If
one finds a basis for revising the estimates of disposable
income and consumption, both these corrections could
reduce the level of the saving rate.

Housing investments and house prices
Housing investments continued to rise during 2012.
Following a flattening out from the second half of 2011
and into 2012, investments increased sharply during
the second and third quarters of last year. The invest-
ments flattened out again during the final quarter. The
annual growth in housing investments ended at 7.4 per
cent in 2012. The upturn during the previous year was
no less than 21.9 per cent. The level of housing invest-
ments is now at a historically high level and markedly
above the previous record level from before the finan-
cial crisis. This strong upturn in housing investments
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Table 3. Main economic indicators 2012-2016. Accounts and forecasts. Percentage change from previous year unless otherwise noted

Forecasts
Accounts 2013 2014 2015 2016
SN NB MoF SN NB SN NB SN
Demand and output
Consumption in households etc. 2.9 3.3 41/4 4.0 4.2 33/4 3.7 31/4 3.3
General government consumption 2.1 2.2 2 1/4 2.1 2.4 2.4 2.5
Gross fixed investment 8.1 6.3 . 5.8 5.3 . 3.8 . 3.1
Extraction and transport via pipelines 14.4 10.4 9 7.0 5.1 4 2.5 B 3.5
Mainland Norway 3.9 5.2 6 3/4 5.5 5.1 4.1 3.1
Industries 2.7 4.6 5.1 5.0 35 2.5
Housing 7.4 6.5 8.0 4.7 3.5 1.6
General government 1.4 4.4 2.8 6.0 . 6.2 . 6.4
Demand from Mainland Norway? 2.9 3.3 41/4 3.8 3.8 4 3.4 33/4 3.0
Stockbuilding -0.1 0.1 -0.2 0.0 0.0
Exports 2.2 1.4 1.4 1.1 1.2 2.2
Crude oil and natural gas 0.9 2.7 . -0.1 0.9 -0.1 0.6
Traditional goods* 2.6 -0.2 1 2.2 1.8 2.6 3.8
Imports 3.3 5.0 51/4 5.4 3.8 4.4 3.9
Traditional goods 2.1 4.0 5.6 53 49 . 4.4
Gross domestic product 3.2 2.4 21/2 2.5 2.6 2 1/4 2.2 2 1/4 2.4
Mainland Norway 3.5 2.6 3 2.9 3.1 2 3/4 2.8 2 3/4 2.8
Labour market
Employed persons 2.2 1.5 13/4 1.3 1.4 11/4 1.4 11/4 1.4
Unemployment rate (level) 3.2 3.4 3 3.2 34 3 34 3 3.3
Prices and wages
Annual earnings 4.0 3.8 41/4 4.0 3.9 4172 4.1 41/2 4.5
Consumer price index (CPI) 0.8 1.5 2 1.9 1.4 2 1.8 21/4 2.4
CPI-ATE® 1.2 1.2 1172 1.7 1.6 2 1.9 21/4 24
Export prices, traditional goods -4.4 0.8 0.6 1.3 2.8 3.7
Import prices, traditional goods 0.5 -0.7 1.2 0.1 1.4 2.6
Housing prices 6.7 6.0 6.1 5.1 4.7
Balance of payment
Current balance (bill. NOK) 4140 3354 340.8  292.7 253.8 246.6
Current balance (per cent of GDP) 14.2 1.1 1.4 9.4 7.9 7.3
Memorandum items:
Household savings ratio (level) 8.7 9.4 . 8.5 9.3 . 8.4 7.7
Money market rate (level) 2.2 1.9 2 2.0 2.5 2.7 3.5 3.3 4.0
Lending rate, credit loans (level)® 3.8 3.7 . 4.1 49 5.5
Crude oil price NOK (level)’ 649 610 625.0 560 553 575
Export markets indicator 1.4 1.1 " " 3.3 " 4.6 6.1
Importweighted krone exchange rate (44 countries)® -1.2 -3.2 -1.4 0.5 -1.1 -0.6 0.5 0.3 1.7

! Forecasts from Ministry of Finance incl. service activities incidential to extraction.

2 Consumption in households and non-profit organizations + general government consumption + gross fixed capital formation in Mainland Norway.

3 Change in stockbuilding. Per cent of GDP.

4 Norges Bank estimates traditional exports, which also includes some services.

° CPI adjusted for tax changes and excluding energy products (CPI-ATE).

% Yearly average.
7 Average spot price, Brent Blend.

8 Increasing index implies depreciation. Ministry of Finance forecasts trade-weighted exchange rate.
Source: Statistics Norway (SN), Ministry of Finance, St.meld. nr.1 (2012-2013), (MoF), Norges Bank, Pengepolitisk rapport 2/2012 (NB).
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Figure 8. Investments. Mainland Norway. Seasonally adjusted at
constant 2010 prices. NOK billion. Quarter
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has been driven by a high rate of growth in real in-
comes, rapid population growth, low interest rates and
a high rate of growth in house prices.

Building statistics, a key indicator for the calculation
of housing investments in the QNA, show a steady rise
in residential building in 2012. The construction of a
total of 30,142 new dwellings was begun last year, an
increase of around 2,400 dwellings compared with the
previous year. However, this is still below the level of
the peak years 2006-2007, when around 32,500 dwell-
ings were constructed annually.

The relationship between house prices and construc-
tion costs is important to the growth in housing invest-
ments. Since 2000, house prices have risen by 120 per
cent, while the Construction cost index has increased
by around half that figure. By way of comparison, the
Consumer price index has only increased 25 per cent
during the same period. The Construction cost index
measures price developments for the input factors
(labour and materials) in the actual construction
process, and therefore does not take into consideration
either trends in the price of plots or the profit margin of
contractors.

In the years ahead, we expect the development in real
house prices to continue to stimulate housing invest-
ment, but we also expect the rate of growth to fall
somewhat. We expect housing investments to increase
by 6.5 per cent this year, and the growth in investments
to decrease gradually towards 2016 as a result of lower
growth in real income and higher mortgage rates.

After a flattening out of house prices during
2008/2009, house prices have risen markedly during
the past three years. According to Statistics Norway’s
House price index, house prices increased by 6.7 per
cent in 2012. During both 2010 and 2011, growth was
around 8 per cent. In our model, real house prices are
driven by real household income, interest rate levels,
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as well as the amount of housing capital. Credit growth
and house prices can also have a reciprocal effect. From
2014 to 2016, we anticipate higher interest rate levels
and more moderate growth in household income.
Together with the increase in house building, this will
gradually slow the rise in house prices. For the current
year and next year, we anticipate an increase in house
prices of around 6 per cent, to be followed by a growth
in house prices of around 5 per cent annually for the
rest of the forecast period. On the basis of these projec-
tions, the growth in real house prices will be around 2
per cent in 2016.

In box 3, we have calculated the effects of a tightening
of credit given to households. Both the growth in house
prices and housing investments will fall compared with
the reference path we have described in the previous
sections.

The petroleum sector

Demand from the petroleum industry continued to
grow towards the end of 2012. There have now been
two years with investment growth of over 14 per cent.
The level of investment continued to increase during
the fourth quarter and was almost 3 per cent higher
than the previous quarter. The development in produc-
tion fluctuates considerably from quarter to quarter,
and increased somewhat during the fourth quarter.
The development in 2012 was better than it has been
for some time, with zero growth in gross product and
an increase in the total volume of oil and gas produced.
With production falling since 2004, 2012 was the first
year with flatlining. Employment continued to rise
throughout 2012.

In recent years, we have seen exploration and produc-
tion drilling remain fairly stable, while investments in
platforms have risen sharply. Preliminary figures show
a break from this trend. During the fourth quarter, in-
vestments in platforms fell by no less than 11 per cent,
while drilling and pipelines increased by 27 per cent.
Despite the developments during the fourth quarter,
investments in platforms rose sharply from 2010 to
2012, by 68 per cent. However, growth in investment in
drilling and pipelines amounted to just 9 per cent.

Demand from the petroleum industry arises in the
form of investments and the procurement of goods and
services for operational use. As a result of the relatively
high oil and gas prices, production rose through an
increase in the use of input factors. A significant pro-
portion of this demand is aimed at the service industry
linked to the production of crude oil and gas, which

is defined as being outside Mainland Norway in the
national accounts. The gross product of this sector has
risen in recent years and demand in the form of product
input from this sector has also shown marked growth
since 2009.

In the years to come, more new projects will be initi-
ated. These fields are contributing to further growth
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in investments and helping to keep oil and gas produc-
tion at its level today. This has resulted in the continu-
ation of the strong demand aimed at the mainland.
Maintenance work is also important on the Norwegian
continental shelf. A number of old fields are being
refurbished, not only to extend the production horizon
of the original field, but also to produce from adjacent
new fields which can be linked to existing infrastruc-
ture. This connection is helping to reduce the costs
associated with the smaller fields, which when com-
bined with new technology and high prices makes it
profitable to produce oil and gas from fields which were
previously considered to be unprofitable.

The number of drilling rigs available has both limited
drilling on the Norwegian shelf and put pressure on rig
rental rates. We are now witnessing an increase in the
number of available rigs, which could in itself lead to
an increase in drilling activity. Barents Sea southeast
and Jan Mayen are being considered for opening and,
should they open, will further boost drilling activity
towards the end of the forecast period.

The production of oil and gas, measured in terms of
tonne oil equivalents, rose slightly in 2012. A slight
increase in the industry’s use of product input was a
factor in the level of the gross product of the industry
remaining unchanged. There was a marked fall in oil
production during 2012, a trend which has continued
since 2001, while gas production increased substan-
tially. The upturn in gas production was particularly
marked because a number of fields were down as a
result of protracted maintenance during 2011. The reo-
pening of these fields alone contributed to much of the
increase. Viewed in relation to gas production in 2010,
there was nevertheless marked growth during 2012.
Measured in terms of energy content, gas production
has now overtaken oil production. However, because
the prices are significantly higher for crude oil, the
provisional contribution to GDP and the state’s petro-
leum revenues from oil are greater than those from
gas. Export prices for both oil and gas remained high in
2012, even though they fell somewhat during the year.
We are expecting a further reduction through 2013
and 2014, until prices recover to some extent. This is
contributing to a reduction in the state’s revenues, but
price levels are expected to remain sufficiently high
for the level of activity in the sector not to be reduced
significantly.

Industry investments

Investments in mainland industries increased by a mod-
est 2.7 per cent during 2012. Private mainland indus-
tries have limited their investments in the wake of the
financial crisis. Two years of poor growth is not suffi-
cient to pass the level of investment witnessed in 2008.

According to the QNA, investments fell by 2.2 per cent
during the fourth quarter of 2012. The reduction in
investments encompassed much of Norwegian industry.
The largest investments originate from the real estate

Figure 9. Exports. Seasonally adjusted at constant 2010 prices.
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Figure T0. Imports. Seasonally adjusted at constant 2010 prices.
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activities, which accounts for around 20 per cent of the
mainland industry investments. Here, the downturn
during the fourth quarter was 7 percent. In the real
estate activities, considerable capital was built up dur-
ing 2006 and 2007, which reduced the need for further
investments. After a marked upturn during the first half
of the year, investments in retail trade fell during the
second half of 2012. However, the growth from 2011 to
2012 still ended on 10 per cent.

Manufacturing investments also fell during the fourth
quarter of 2012. The downturn of 1.5 per cent was
considerably less than the sharp fall during the third
quarter. In the wake of the financial crisis, invest-
ments in manufacturing have been modest. There were
indications of a recovery at the beginning of last year,
but manufacturing investments fell so sharply through
the second half of the year that in 2012 they were 0.6
per cent lower than in 2011. Major restructuring in the
food industry has contributed to high investments for
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Box 4. Direct and indirect import shares

The consumption of goods and services can be divided into
final deliveries — i.e. consumption, investment and exports
— and material inputs, which constitute a production factor.
Some of the final deliveries are covered directly through im-
ports, while the remainder are delivered by Norwegian pro-
ducers. Imported material inputs are also used in Norwegian
production. The proportion of a final delivery that consists
of imported material inputs is defined as the indirect import
share. This also includes the imported material inputs of all
subcontractors associated with the delivery concerned. The
total share of imports in a final delivery will thus be greater
than the direct share. Because import shares vary, a given
change in a final delivery component will generate different
impulses to Norwegian production.

Import shares are calculated by studying the effects on
imports of the individual final delivery component in a static
matrix model. This means that the effects of changes in
relative prices, the ripple effects of changes in revenue ear-
ning, the need for changes in production capacity (invest-
ment) and possible effects on interest and exchange rates
are not taken into consideration. The import shares repro-
duced in the table have been calculated for 2010, which

is the most recent year for which national accounts figures
are available.

Import shares

Exports have the lowest direct import share of the main
groups of final delivery category. When indirect imports are
also included, the import share for exports is however close
to the average for final deliveries. Investments have by far
the highest import shares, both direct and total.

There are considerable differences between the sub-groups
of final deliveries. The direct import shares for investments
in the form of buildings and infrastructure are modest. The
indirect import shares are however relatively high. Direct im-
ports account for around one third of investments in ships,
machinery, drilling, oil platforms and transport, while total
imports constitute over half of these investments. Broken
down between sectors, investments in international ship-
ping have the highest total import share with 69 per cent.
In the petroleum sector, the import share is close to the
average for investments as a whole, while investments in
housing and other service industries are lower.

Just over half of the final deliveries are associated with
consumption. Public consumption, which largely consists of
wage costs, has a markedly lower total import share than
household consumption. Within household consumption,
there are substantial variations in import shares between
different consumer categories. Consumption by Norwegians
abroad is naturally regarded a direct import in its entirety.
<Purchase of own vehicles> and <miscellaneous goods> are
notable for their high direct import shares. As very few cars
are manufactured in Norway, the total import share for
own vehicles of 33 per cent is considered surprisingly low.
The explanation lies in dealer mark-ups and the high level
of indirect taxes on these goods. Approximately two thirds
of the expenses associated with car purchases are linked

to dealer mark-ups and indirect taxes. The import share is
highest for the <miscellaneous goods» group. This group
includes clothing and footwear, consumer electronics and

furniture, etc. Energy products are primarily produced in
Norway. However, despite the high level of oil production,
substantial quantities of petrol and diesel are imported.
During periods of low power generation, power is imported
from our neighbouring countries. Overall, this contributes
to 15 per cent of energy products being imported.

There are considerable variations in the import shares within
exports. Exports of international shipping services and tra-
ditional goods have a high import content, due to the fact
that a high proportion of the material inputs is purchased
outside Norway. Exports of oil and gas are notable for their
low share of imports. This can largely be attributed to the
fact that a high proportion of the production value consists
of petroleum resource rent.

Import shares 2010
Share' Direct Indirect Total
Total final deliveries? 0.987 9.6 13.5 23.1
Consumption 0.519 114 9.5 20.8
Consumption by households and
non-profit org.? 0342 17.2 9.5 26.7

Food and beverages 0.056 12.0 13.4 254

Energy products, etc 0.026 9.8 52 15.0

Own vehicles 0.013 294 39 333

Misc. goods 0.070 33.8 9.1 429

Housing 0.055 0.1 59 6.0

Other services 0.111 1.9 15.0 16.9

Consumption by Norwegians

abroad 0.020 100.0 0.0 100.0

Offentlig konsum 0.177 0.1 94 95
New investments 0.153  20.1 15.7 35.8
By type:

Buildings and infrastructure 0.065 1.1 205 21.6

Ships 0.007 556 14.4 70.0

Other types 0.074 333 11.7 450

by sector:

Mainland Norway 0.107 15.7 17.0 32.7
Industry 0.006 29.8 3.5 333
Other goods-producing sectors 0.011  26.9 10.5 37.4
Public administration 0.026  10.1 19.4 29.5
Housing 0.031 1.1 205 216
Other service sectors 0.033 27.1 11.6 387

Production and pipeline transport ~ 0.040  22.2 125 347

International shipping 0.005 55.0 14.4 69.4

Export 0.315 1.7 19.1 20.8
Traditional goods 0.104 3.1 29.2 323
Oil and gas 0.152 0.0 85 85
Other goods 0.002 0.0 28.7 28.7
International shipping, etc. 0.026 0.0 352 35.2
Other services 0.032 6.9 13.2  20.1

" Shares in column 1 do not add up to 1 because stock changes have been
omitted.

2 Share of the final deliveries» value.

3 Household consumption is calculated inclusive of the correction items
«Consumption by Norwegians abroad>. Sale of used real capital has been
deducted from exports..
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many years, but the completion of a number of facilities
has reduced investments over the past year. The picture
is mixed in other manufacturing. Within the oil refining
and chemical industry, there was strong growth during
2012 and both increased sharply during the fourth
quarter.

Investments in power supply has picked up markedly
in recent years and also increased towards the end of
2012. There is a need to upgrade production installa-
tions, but expansions and improvements to the distri-
bution grid are also needed. Power investments are at
roughly the same level as investments in the manufac-
turing industry. The introduction of so-called ‘green
certificates’ has improved the profitability of projects at
the planning stage. Investments in new wind farms and
small power stations are therefore expected to increase.
Overall, this will result in a further increase in invest-
ment within power supply.

The level of activity in the construction and engineer-
ing industry has been high during the past two years.
This is probably a contributory factor behind the fact
that the industries’ own investments have been sub-
stantial and shown marked growth during 2012, but
with almost zero growth during the fourth quarter.

The transport industry has invested heavily in expan-
sion at Oslo Airport Gardermoen and a number of
regional airports. Investments in aircraft and helicop-
ters have also been high. During the fourth quarter,
investments fell by 12 per cent. A high level of invest-
ment earlier in the year meant that annual growth still
amounted to 5.6 per cent.

It has become clearer over the past year that market
growth globally will remain low for some time to come.
In addition, the turbulence in the financial markets has
helped to keep business lending rates high. Uncertainty
surrounding both future market size and high bor-
rowing costs are making new projects less profitable.

It has also become more difficult to obtain financing.
All this explains why investments are not picking up to
the same extent as we have seen in previous economic
recoveries. Certain industries are performing well and
will therefore increase its investments. This particu-
larly applies to the service industry and power supply.
As the international economy recovers, investments

in manufacturing will also pick up gradually, but will
remain well below the investment peak witnessed in
the mid-2000s.

Balance of payments

Since the dawn of the new millennium, Norway’s inter-
national trading has been characterised by high growth
in prices not only for many key Norwegian export
products, particularly oil and gas, but also for many
traditional product groups. Growth in import prices has
however mostly been low and to some extent nega-
tive, particularly for consumer goods from low-cost
countries in Asia. At the same time, the cost-related

competitiveness of many Norwegian export companies
has been weakened, a factor which has contributed to
lower growth in the volume of traditional Norwegian
exports compared with the global market growth.
Exports have also grown less than imports, but bal-
ance of payments gains have meant that exports have
increased more in value than imports. Norway’s inter-
national trade has therefore generated a substantial
and rising surplus almost every year since the start of
the new millennium. The years 2002, 2007 and 2009
are exceptions, which can largely be linked to develop-
ments in the price of oil.

Following the financial crisis in 2008, both exports and
imports fell. Imports quickly returned to the growth
rate witnessed during the years prior to the crisis, and
had already recovered by 2010. This was a result of
the recovery of growth in the Norwegian mainland
economy. However, exports remain below the levels
seen before the financial crisis. Moderate growth in
demand for Norwegian exports in recent years reflects
the poor state of the global economy. At the same time,
prices for traditional Norwegian export goods, and oil
and gas in particular, have remained buoyant. An ever-
strengthening krone contributed to almost zero growth
in import prices during 2012.

Growth in traditional exports has been moderate over
the past three years. On an annual basis, traditional
exports grew by 2.6 per cent in 2012, compared with
zero growth during the previous year. The volume of
traditional exports will not change significantly from
2012 to 2013. We expect the economic growth among
Norway’s trading partners to pick up somewhat during
2014 and a projected economic recovery among our
trading partners in 2015 and 2016 will contribute to an
increase in Norwegian exports of both traditional goods
and services. However, we expect the growth in exports
from Norway to be slightly below the market growth,
with the result that the loss of market shares will con-
tinue through to 2016.

Exports of both oil and gas fell during the second half
of 2012, but a sharp rise in gas exports during the

first half of last year more than compensated for the
reduction in oil exports. Total exports of oil and gas
increased by around 1 per cent and contributed to 2012
being the first year with an increase in goods exports
since 2008. A downward trend in total petroleum
production has otherwise resulted in declining oil
exports for many years. We now expect exports of oil to
continue to fall slightly, while gas exports will rise, with
the result that these two exports combined will remain
roughly unchanged going forward.

Following a strong recovery in 2010, growth in exports
of services has tailed off. Nevertheless, growth has
been higher than for traditional goods exports. Strong
growth in exports of foreign maritime services in 2012
contributed strongly to annual growth in combined
service exports being almost 3 per cent. Exports of
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Figure 11. Gross domestic product. Seasonally adjusted at
constant 2010 prices. NOK billion. Quarter

Figure 12. Output gap. Mainland Norway. Deviation from trend.
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Figure 13. The composition of Mainland GDP in 2012, per cent
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services linked to oil and gas development, as well as
technical, legal and business services, appear to be
competitive and less sensitive to poor global economic
development.

In recent years, the Norwegian economy and demand
have developed considerably better than among other
key trading partners, and growth in Norwegian im-
ports has held up better than export growth. Following
a strong recovery through 2009 and 2010, import
growth declined to below 4 per cent in both 2011 and
2012. Traditional goods imports exhibited particularly
poor growth in 2012. Growth in imports is expected to
increase somewhat in line with growth in domestic de-
mand in the near future. A struggling global economy
and an ever-strengthening krone, which is also a factor
in increasing imports from low-cost countries, has
suppressed the development of import prices in recent
years. We expect this weak development to continue for
a further two years before a global economic recovery
stimulates price growth.
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The trade surplus has risen sharply following the fall

in 2009, in line with the price of oil, and in 2012 was
no less than NOK 385 billion. The interest and transfer
balance with respect to other countries began to show a
surplus from 2010 onwards, boosted by dividends from
an ever-increasing oil fund. In 2012, the surplus in the
interest and transfer balance amounted to NOK 29 bil-
lion. The surplus in the current account was therefore
close to NOK 414 billion, which accounts for almost 14
percent of the total GDP in 2012. A reduction in net ex-
ports and a fall in the price of oil are expected to reduce
the trade surplus over the next few years. We therefore
expect the surplus in the current account as a propor-
tion of GDP to fall to 7 percent in 2016.

Output

Production growth in the Norwegian economy fell
markedly towards the end of last year, after almost two
years of economic recovery. Mainland GDP increased
in the fourth quarter of 2012 by just 1.3 per cent as an
annualised rate, compared with 3.4 percent in the pre-
vious quarter. The high growth rate through 2011 and
the first three quarters of 2012 contributed to growth in
mainland GDP on an annual basis still reaching 3.5 per
cent in 2012, the highest growth rate seen since before
the financial crisis.

Through 2012, there were marked differences in the
development of activity between the sectors. In the
fourth quarter, there was a downturn in manufacturing
and other goods output, but strong growth in market-
oriented service production. Growth in general govern-
ment services was on par with the mainland economy
as a whole.

Growth in the gross product of general government

of 1.8 per cent was the lowest among the main in-
dustry groups in 2012. In industry, the gross product
increased by 2.5 per cent. The gross product of market-
oriented services, including housing, which accounts
for over half of production in the mainland economy,
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Figure 14. Labour force. employment and number of man-hours.
Seasonally adjusted and smoothed indices. 2010=100

Figure 15. Unemployment and number of vacancies. Per cent of
labour force. Seasonally adjusted and smoothedt
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rose by 3.3 per cent. Other goods production increased
by no less than 9.3 per cent.

Behind the sharp rise in other goods production lies
strong growth in three sectors: aquaculture, construc-
tion and power supply. The strong growth in power
supply can be attributed to random factors linked to
precipitation and contributed no less than 0.3 percent-
age points to the growth in mainland GDP. The growth
in aquaculture largely represents a continuation of a
long-term trend. Unlike the other two, construction
and engineering, which accounts for over half of other
goods production, is an industry where the level of
activity is very sensitive to the economic cycle. The
gross product increased by 7.4 percent in 2012, pri-
marily driven by a marked increase in house building,
but investments in construction have also increased in
other segments of the economy. However, much of the
growth in construction came towards the end of 2011
and during the first half of 2012, while there were small
changes in the level of activity through the second half
of last year.

Over the past two years, gross output in manufactur-
ing has increased relatively modestly, with the excep-
tion of the third quarter when growth was very strong.
This was reversed to some extent in the fourth quarter.
However, developments within different segments of
manufacturing have differed widely. Through 2012,
there was marked growth in the level of activity in the
food industry, and in industries which directly and
indirectly supply goods and services to the petroleum
sector, such as shipyards, engineering businesses and
manufacturers of metal products. In other traditional
manufacturing sectors which compete globally, such
as power-intensive manufacturing, the level of activity
generally fell during 2012, sharply at times.

Within mainland-based market-oriented services,
there are also major differences in the development of
activity levels between the sectors in 2012. Growth was
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poor within transport and distribution. Retail trade was
in the middle of the range, with growth on an annual
basis in 2012 of 2.6 per cent, but with a slight fall in the
fourth quarter. Within the hotel and restaurant sector,
there was strong growth during the second half of the
year, following a flat trend during the first half of the
year. In the professional and business services sector,
the gross product rose by almost 7 per cent on an an-
nual basis in 2012, following marked growth through-
out the year. The financing and insurance sectors also
showed clear growth during 2012.

After seven years of decline, the gross product of the
petroleum extraction industry in 2012 was on a par
with that of 2011. In services linked to production,
which the national accounts also place outside main-
land Norway, there was a marked increase, as with the
previous year. There was particularly marked growth
during the second half of last year, and on an annual
basis growth in 2012 was over 11 per cent. The gross
product of the industry corresponds to 3 per cent of
mainland GDP. The gross product of international ship-
ping is significantly less, but increased by close to 9 per
cent last year. As the gross product of the production in-
dustry corresponds to around one third of the mainland
GDP, the stagnation in the industry contributed to the
total GDP rising by 3.2 per cent in 2012, which is 0.3
percentage points less than for the mainland GDP.

We expect growth in mainland GDP, excluding power
supplies, to be somewhat above trend growth through
2013. The growth in consumption and investments in
the mainland business sector is expected to pick up a
little, while the high rate of growth in demand from
the oil sector will probably decline a little this year. A
weaker global economy, combined with poor competi-
tiveness in terms of costs, will have a dampening effect
on the level of activity in the export-oriented sector.
Sectors that primarily supply the domestic market may
then experience a similar rate of growth in activity lev-
els in 2013 as that witnessed through 2012. The growth
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Following the EEA expansion in 2004, we saw a substantial
increase in labour immigration to Norway. In this box, we at-
tempt to illustrate some effects that labour immigration can
have on the functioning of the economy through stylised cal-
culations where investments in public administration increase
equivalent to 1 per cent of the mainland GDP each year.

The effect calculations have been performed using two
versions of Statistics Norway»s macro-econometric mo-
del, KVARTS. In one version of the model, the level of
unemployment in Norway impacts on immigration. In the
other version, immigration is unaffected by changes in the
Norwegian economy. Higher public investments lead to an
increase in demand for labour regardless. The pressure on
the labour market therefore increases and unemployment
falls. Higher employment and wages lead to an increase in
demand from households, and the higher level of domestic
activity also contributes to an increase in industry invest-
ments. From the second year onwards, mainland GDP
increases by more than the initial impulse.

In the calculation in which labour immigration responds,
the fall in unemployment leads to an increase in immigra-
tion. Viewed in isolation, more liberalized labour immi-
gration makes the Norwegian labour market less limiting
with regards to the scope for employers to obtain labour.
Again when viewed in isolation, the negotiating strength
of employees is weakened and wages are lower compared
with the scenario where immigration is unchanged; see
Figure 1. In the industries with a high proportion of labour
immigrants, such as construction and engineering, hotel
and restaurant, and retail (market-oriented services in the
figure), these wage-suppressing effects will be particularly
strong when immigration increases.

With a labour immigration response, labour supply increa-
ses by somewhat more than when labour immigration is
unchanged; cf. Figure 2. The direct wage-suppressing effect
of labour immigration increases employment so much that
unemployment is reduced. Lower unemployment also helps
to increase the labour force participation rate further.

the reference path unless stated otherwise

Box 5. The importance of immigration for the functioning of the Norwegian economy

Developments in wages and employment impact on hou-
sehold incomes; see Tables 1 and 2. With increased labour
immigration, wage growth is lower, but employment is
higher than in the case with unchanged labour immigra-
tion. Prices undoubtedly rise when immigration increases,
but not sufficiently to prevent growth in real disposable
household income being lower than in the case without an
immigration response. This leads to a smaller increase in
household consumption. The lower growth in prices also
results in higher real interest rates when labour immigration
increases. A more modest increase in disposable income
and higher real interest rates in the case with an immigra-
tion response therefore results in lower house prices and
housing investments despite the fact that the population is
larger.

Together with a lower increase in wages, higher real inte-
rest rates contribute to use more labour in relative terms

in the production at the expense of other input factors.
Industry investments thus increase less in the case with a
response in immigration. This also contributes to a smaller
increase in labour productivity than if labour immigration
remained unaffected by the increase in public investments.
A smaller increase in wages will boost the profitability of
companies, with the result that wage shares become lower
when immigration increases. Overall, the effect of higher
public investment on domestic demand is smaller when im-
migration to Norway is allowed to increase.

The calculations show that foreign workers do not displace
domestic workers to any great extent and that unemploy-
ment falls more in the case of increased public investment
demand.

In these simulations, we have not taken into consideration

the fact that interest and exchange rates will respond to lo-
wer wage growth, but the results do not change greatly in
qualitative terms if consideration is given to this factor.

Table 1. Effects of higher public investment on key macro-economic factors. Immigration response. Deviation in per cent from

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7 Year 8
Annual wage 0,2 0,3 0.5 0,8 1,0 1,3 1,6 2,0
Employment 0,3 0,4 0,5 0,5 0,5 0,5 0,5 0,5
CPI 0,0 0,0 0,0 0,1 0,1 0,2 0,3 0,4
Unemployment rate, percentage
points -0,2 -0,2 -0,2 -0,3 -0,3 -0,3 -0,3 -0,3
House prices 0,0 0,1 0,5 1,0 1,6 2,2 2,7 3,2
Mainland GDP 0,8 1,0 1,1 1,2 1,3 1,3 1,4 1,4
Investments, mainland Norway 0,4 1,3 1,9 2,1 1,9 1.8 1.8 1,9
Population, thousand people 0,3 1.3 1,9 2,4 3,4 4,2 49 5,5

the reference path unless stated otherwise

Table 2. Effects of higher public investment on key macro-economic figures. Unchanged immigration. Deviation in percent from

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
Annual wage 0,2 0,4 0,7 1,0 1,3 1,7 2,0 2,4
Employment 0,3 0,4 0,4 0,4 0,4 0,4 0,4 0,4
CPI 0,0 0,0 0,0 0,1 0,2 0,3 0,4 0,5
Unemployment rate, percentage
points -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2 -0,2
House prices 0,0 0,2 0,6 1,2 1,8 2,5 3,1 3,8
Mainland GDP 0,8 1,0 1.1 1,2 1.3 1,4 1,4 1,5
Investments, mainland Norway 0,4 1,3 1,9 2,2 2,0 1,9 2,0 2,2
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Box 5. cont.

Figure 1. Effects of higher public investment on annual
wages. Deviation from the reference path in percent
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Figure 2. Effects of higher public investment on employment
and labour supply. Deviation from the reference path in
percent
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Source: Statistics Norway.

in export-oriented sectors may however decline further.
In 2014, we expect consumption to pick up further and
global growth to also increase somewhat. The econom-
ic recovery is then expected to pick up a little following
a weak underlying upturn through 2013.

According to our projections, moderate growth in de-
mand from the petroleum sector after 2014 as well as
in domestic demand, partly as a result of higher interest
rates, will contribute to a modest economic recovery.
Impulses from increased global growth are also being
dampened by the high level of Norwegian costs. The
growth in mainland GDP is therefore set to flatten out
at approximately the trend growth rate in 2015 and
2016, at a level that is roughly cyclically neutral.

Labour market

Employment has increased since the second half of
2010. Overall, growth in employment was 2.2 per

cent in 2012. The growth was slightly weaker dur-

ing the second half of the year and, according to the
Labour Force Survey (LFS), employment fell by 11,000
from the period August to October 2012 to the period
November 2012 to January 2013. Compared with the
growth in employment during the economy recovery
prior to the financial crisis, growth in 2012 was modest,
and the strong growth in population means that growth
in employment as a proportion of the population aged
between 15 and 74 remains approximately unchanged.

During the previous economic recovery, growth in
employment was broadly based. During the current
economic recovery, which is very modest by compari-
son, the trends in employment have varied between the
sectors. The construction and engineering sector, other
services, and production and services linked to the

Table 4. Average wage for the economy as a whole. Growth
from the previous year in per cent, differences in growth and
estimates of contributions in percentage points

2009 2010 2011 2012

Wages per hour worked 5.0 3.1 4.1 3.9
Annual earnings, accumulated 4.2 3.7 4.2 4.0
Difference 08 -06 -0.1 -0.1

Estimated contribution to the difference
from changes in:

Number of working days 04 -04 00 0.4

Sickness absence 02 -02 -01 -02

Overtime 0.0 0.0 0.0 -0.3

Agreed weekly working hours for

full-time jobs 0.1 0.0 00 00

Benefits in kind 0.1 -0.1 00 0.0
Wage costs per hour worked 4.9 26 45 4.5
Wages per hour worked 5.0 3.1 4.1 3.9
Difference -0.1  -05 0.4 0.6

Estimated contribution to the difference
from changes in:

Pension costs -0.1  -0.5 04 05
Employer's contributions 00 00 00 0.1

Source: Statistics Norway.

production of crude oil and natural gas have witnessed
strong growth in employment over the past two years.
After a fall in industrial employment in 2011, employ-
ment rose in 2012, albeit modestly. The food, ship-
building and other transport industries, the production
of metals and metal products, as well as the repair and
installation of machinery and equipment, all contrib-
uted to the growth in employment. However, only the
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Table 5. Wages. Percentage growth compared with previous year

Annual earnings,
full-time equivalents

Wages and salaries
per hour worked

Compensation of employees
per hour worked

2010 2011 2012 2010 2011 2012 2010 2011 2012

Total 3,7 4,2 4,0 3,1 4,1 3,9 2,6 4,5 4,5
Petroleum activities and ocean transport 3,6 5,6 5,0 2,0 4,9 5,1 1.5 5,1 6,4
Mainland Norway 3,7 4,1 3,9 3,1 4,0 3,8 2,7 4,4 4,4
Mainland Norway excluding general government 3,6 4,1 3,8 2,8 4,0 3,8 2,3 4,0 4,0
Production of goods 3,4 3,6 3,9 2,7 3,5 4,1 2,3 3,5 4,1
Manufacturing and mining 3,9 3,9 4,2 3,1 3,8 4,3 2,2 3,8 4,2
Construction 2,7 3,0 3,4 2,1 2,7 3,7 2,9 2,7 3,7
Production of other goods 3,6 5,3 4,7 3,0 5,4 4,9 1,5 5,4 5,0
Production of services 3,6 4,3 3,7 2,9 4,2 3,7 2,2 4,2 4,0
Wholesale and retail trade, repair of motor vehicles 3,2 3,5 3,3 2,6 3,2 3,0 2,3 3,2 3,0
Accomodation and food service activities 3,7 2,8 3,2 2,8 2,7 2,9 3,1 2,7 2,9
Financial and insurance activities 6,7 6,6 1,1 5.8 6,6 1,6 3,5 6,6 3,6
Production of other services 3,5 4,6 4,2 2,8 4,5 4,4 2,1 4,5 4,5
General government 4,0 4,1 4,2 3,7 4,1 3,9 3,4 54 5,2
Central government 4,4 4,1 4,0 3,9 4,1 41 3,9 5,6 4,5
Civil government 3,7 4.1 4,4 3,5 4.1 3,8 3,0 5,3 5,7

Source: Statistics Norway.

latter sector also experienced growth in employment
during 2011. Employment in retail trade increased by
around 1 per cent in both 2011 and 2012, and there-
fore dragged the average growth in employment down
to some extent. Employment in public administration
also grew somewhat less than the average.

Employment rose by 0.3 per cent during the fourth
quarter last year according to the QNA, which encom-
passes a greater proportion of the economy than the
LFS. The recovery in employment continued in the
construction and engineering sector, while employment
within retail trade fell slightly. With the exception of
employment in the production of metal products etc.,
the repair and installation of machinery and equip-
ment, as well as the textile industry, employment fell
within all industrial sectors.

Average growth in the number of hours worked on
mainland Norway was on a par with the growth in em-
ployment in 2012. There was one working day fewer in
2012 compared with 2011, and this reduced the num-
ber of hours worked per employee slightly. A reduction
in both sickness absence and numbers laid off recorded
by the Labour and Welfare Administration boosted the
number of hours worked. On the other hand, the use of
overtime fell in a number of sectors and the major strike
in connection with last year’s pay settlement dragged
the figure for hours worked down.

The unemployment rate increased in the wake of the
financial crisis and reached a peak of 3.6 per cent
during the fourth quarter of 2010 according to the

LFS. Unemployment has since generally fallen and
remained relatively stable at around the average for
2012 of 3.2 per cent. However, LFS unemployment rose
towards the end of last year and during the period from
November to January averaged 3.6 per cent.
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At the end of February 2013, almost 81,000 people

are either on schemes or registered as unemployed

by the Labour and Welfare Administration. This level

is slightly higher than in January, but lower than in
December. There has been an increase in the number of
people registered as unemployed, while the number of
people on ordinary employment incentive schemes has
remained roughly unchanged.

The Labour and Welfare Administration consider
unemployment with a duration of 26 weeks or more

as long-term unemployment. To date this year, there
have been minor changes in the number of long-term
unemployed. During both January and February, there
was a modest rise in the number of job-seekers with a
duration of between 26 and 77 weeks, while we see a
reduction in the number of people who have been seek-
ing employment for longer than this. In February 2013,
the long-term unemployed accounted for around 40 per
cent of the unemployed.

Developments in the workforce as a percentage of

the population are affected not only by demographic
factors, such as changes in the population’s size and
composition (including immigration), but also by
behavioural changes. After a fall in labour force par-
ticipation from 73.9 per cent in 2008 to 71.4 per cent
in 2011, there was a slight increase in labour force
participation last year. This increase must be viewed in
the light of a sharp rise in employment among employ-
ees aged 15-24. This is a cyclically sensitive profes-
sional group, which also experienced the biggest fall in
labour force participation in the wake of the financial
crisis. Labour force participation also increased among
people aged 60-64 and among men aged 55-59, while
labour force participation either remained unchanged
or fell among the other age groups. Since the beginning
of 2000, there has been an underlying trend growth in
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Figure 16. Consumer price indices. Percentage growth from the
same quarter previous year
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— Norway: CPI
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Source: Statistics Norway.

employment among older people. There is also underly-
ing growth in labour force participation among women.

The statistics for vacancies per industry show that the
number of vacancies fell during the final three quarters
of last year compared with the same period during the
previous year. Within the construction and engineer-
ing sector, there was a fall in the number of advertised
positions in 2012 and the number of vacancies was
lower during the fourth quarter of 2012 than in the
corresponding quarter of 2011. Within the retail sector,
there was a fall in the number of vacancies, but the
number remains unchanged from the fourth quarter

of 2011 to the fourth quarter of 2012. The statistics

for the year to date from the Labour and Welfare
Administration also show that vacancies within the
occupational fields of store and sales work, travel and
transport, as well as service professions and other work,
have fallen. The poor global development also indicates
that sectors exposed to competition will show a weak
trend within employment in the future. We estimate
that total employment will grow by 1.5 per cent during
2013 and that this growth will drop to 1.4 per cent
next year and remain at this level through to the end of
the forecast period. Adjusting for growth into the year,
the estimated growth in 2013 will be on a par with the
growth witnessed during 2012.

Norwegian and global circumstances indicate that the
high rate of inward labour migration is set to continue.
This means that the workforce will continue to grow at
approximately the same rate as employment over the
next two years. We estimate that LFS unemployment
will rise to 3.4 per cent and that it will remain close to
this level through to the end of the forecast period.

Wages

According to preliminary figures from the national
accounts, the growth in annual earnings from 2011
to 2012 is 4.0 per cent. This is in line with the annual
wage growth witnessed during the previous three

Table 6. Consumer price index. Goods and services by
consumption group

Percent change from

Weights' previous year
2010 2011 2012 jan.13
Totalt 1000 2.5 12 0.8 1.3
Food and non-alcoholic
beverages 131.7 0.2 -0 1.2 0.0
Alcoholic beverages and
tobacco 41.4 3.5 6.4 3.2 3.1
Clothing and footwear 537 -40 -30 -13 -13
Housing, lighting and fuel 222.2 5.3 09 -18 28
Of which: Electricity, fuel oil
and other fuels 420 188 -4.0 -17.5 5.9
Furniture and household
appliances, etc. 584 -04 -06 0.1 -0.8
Healthcare 28.9 2.6 2.3 3.0 2.2
Transport 148.6 2.1 2.4 2.5 1.9
Postal and telecom services 267 -22 -18 -59 -65
Recreation and culture 127.2 22 -0 0.3 0.7
Education 3.0 2.9 2.9 5.4 8.8

Hotel and restaurant services 51.8 3.0 2.9 3.2 3.4

Miscellaneous goods and
services 106.5 3.2 2.8 3.3 2.0

" The weighs apply from January 2013 to December 2013.
Source: Statistics Norway.

Tabell 7. Consumer price index adjust for tax changes and
excluding energy products (CPI-ATE) by to delivery sector

Percent change from

Weights' previous year
2010 2011 2012 jan.13
Totalt 1000 14 09 12 1.2
Agricultural products 63,3 -03 -2,3 0,0 1,0
Fish products 12,6 0,0 3,7 09 -02
Other consumer goods
produced in Norway 102,6 2,1 2,1 1,6 1.8
Imported consumer goods 317,7 0,7 -08 -0,7 -0,6
Rent, including holiday homes 195,17 2,8 2,1 1,8 2,1
Other services 308,7 2,8 2,0 2,7 2,0
- with wages as the dominant
price factor 68,3 4,1 3,8 31 3,3

- also including other

important price components 2404 2,3 1,4 2,5 1,8

" The weighs apply from January 2013 to December 2013.
Source: Statistics Norway.

years, which has fluctuated between 3.7 and 4.2 per
cent. However, because of the very low rate of inflation,
the growth in real wages was no less than 3.1 per cent
during 2012. The growth in real wages has not been
this high since 2007, when it increased by a total of 4.1
per cent.

The national accounts now also publish annual wage
growth by industry. According to these figures, growth
in annual earnings in manufacturing was 4.3 per cent
last year, higher than both 2010 and 2011. At 4.2 per
cent, wage growth within public administration was
also above average. Several service industries with a
large proportion of highly educated labour also had a
wage growth above average last year. Employees in the
information and communication industry received an
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annual wage growth of 5.3 per cent, while the increase
among workers in professional, scientific and technical
activities services was 4.8 per cent.

In other segments of the economy, wage growth was
lower. In the wholesale and retail trade industry and
in transport and storage, annual earnings grew by 3.3
per cent, while employees in accommodation and food
service activities experienced an annual wage growth
of 3.2 per cent. In construction, annual wages grew by
3.4 per cent. The development in annual earnings by
industry indicates that it is not a new phenomenon that
annual wages grow significantly weaker in some tradi-
tional services industries, where the level of education
is lower or the share of migrant workers is higher than
elsewhere. During the years 2009-2012, annual wage
growth in both the wholesale and retail trade industry
and in accommodation and food service averaged 3.3
per cent. By comparison, annual earnings in manufac-
turing grew by an average of 4.1 per cent, roughly the
same as the overall annual earnings.

In addition to regular basic wage, annual wages also
consist of back-payments, holiday allowance addi-
tion, bonuses and irregular additions, but excluding
overtime pay and benefits in kind. These factors affect
wages per hour worked, however. The development in
wages per hour worked will also be affected by changes
in the number of hours worked as a result of, for ex-
ample, changes in overtime, absence and the number
of business days. Measured in terms of wages per hour
worked, wage growth was 0.1 percentage points lower
than the annual wage growth in 2012; see Tables 2.4
and 2.5. While one business day fewer than in 2011
contributed to increase the growth in wages per hour
by 0.4 percentage points, reduced sickness absence and
overtime contributed to push down the wage growth
per hour by 0.5 percentage points compared with the
development in annual earnings. For the past three
years, the growth in annual earnings has been higher
than the growth in wages per hour worked, partly due
to a gradual decrease in the sickness absence.

Employers’ wage costs per hour differs from wages per
hour worked in that employer’s contribution to social
insurance and pension premiums is also included in this
wage concept. Growth in labour costs per hour worked
for employees as a whole was considerably higher than
growth in wages per hour worked both in 2011 and in
2012, This is partly because pension costs have risen
sharply within public administration, which employs a
high proportion of Norwegian employees. The growth
in wage costs per hour was also markedly higher than
growth in wages per hour in both the financing and
insurance industry and in petroleum related industry.
Employer’s NI contributions are also paid on payments
to pension schemes, which further boosted employer’s
NI contributions and wages costs per hour in 2012.

In Norway, there is a tradition in wage settlements that
the internationally exposed business sector provides
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the framework for wage growth in the other settle-
ments. The wage growth in manufacturing is therefore
important for total annual wage growth.

The Technical Calculation Committee for Wage
Settlements (TCC) estimate that growth in average an-
nual earnings was 4 per cent for both blue- and white-
collar workers in NHO companies in manufacturing in
2012. Wage growth is normally higher for white-collar
workers, who receive all growth in wages in the form
of wage drift. The carry-over from 2011 to 2012 was
0.5 percentage point higher for white-collar workers.
As a result, the wage development through 2012 was
particularly weak for white-collar workers than for
blue-collar workers, and the wage drift of 2.2 per cent
is the lowest since 2004. Changes in the cyclical condi-
tions probably impact on wage growth among white-
collar workers sooner than blue-collar workers, who
receive much of the wage growth in central negotia-
tions. The low wage drift may indicate that some export
companies are struggling with profitability after many
years with relatively high wage growth, strong currency
and weak demand. There are also indications that the
labour market is becoming less tight. We anticipate that
unemployment rises from 2012 to 2013, which in isola-
tion curbs lower wage. The rise in unemployment also
leads to slightly lower labour migration into Norway,
both this year and the next. Our analyses show that,
viewed in isolation, this will increase the wage growth.

The global economic downturn will probably continue
this year and we project that Norway’s trading partners
will remain in an economic trough throughout the
forecasting period. This means that both exports and
export prices will grow modestly, particularly this year.
Both this year and next year, we expect the Norwegian
krone to strengthen further. These are all factors that
weaken the profitability of Norwegian export-oriented
manufacturing and will probably impact on future
wage settlements. Wage growth outside manufacturing
will probably largely follow the same trend, with the re-
sult that wage growth for the economy as a whole will
remain somewhat lower this year and next year than it
was in 2012.

With a global economic recovery in 2015 and 2016, we
anticipate slightly higher profitability in the exposed
parts of manufacturing. Wage growth may then pick
up again. A rise in inflation will also contribute to an
increase in wage growth, particularly in 2016. On the
other hand, the impulses from the petroleum sector,
which have helped to keep up the earnings in the sup-
plier industry, are somewhat weaker. This may con-
tribute to some smoothing-out of the differences in the
wage capacity that we have witnessed in recent years
between companies within and outside the supplier
industry. Our projections suggest falling wage shares,
but Norwegian employees will nevertheless benefit
from increased purchasing power. Growth in real
wages is expected to remain between 2 and 2.5 per cent
throughout the forecast period.
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Inflation

The consumer price index adjusted for tax changes and
excluding energy products (CPI-ATE), increased by 1.2
per cent from 2011 to 2012. The underlying rate of in-
flation has been low since the summer of 2010, and the
12-month growth in CPI-ATE fluctuated in a relatively
stable manner around the annual average throughout
2012.

The consumer price index (CPI) rose by just 0.8 per
cent from 2011 to 2012. Low electricity prices were
the main reason why the growth in the CPI ended

well below the CPI-ATE. Last year’s high precipitation
contributed to high reservoir levels. This resulted in an
increase in power generation and low electricity prices
for consumers. The CPI adjusted for real tax changes
(CPI-AT) rose by 0.6 per cent in 2012. Real tax increas-
es therefore boosted the CPI by 0.2 percentage points.
An increase in value added tax on food products and
non-alcoholic beverages from 14 to 15 per cent contrib-
uted half of this.

Table 2.6 shows changes in CPI by consumption group.
Among consumer goods which boosted the CPI growth
in 2012 were beverages and tobacco excluding food
products, with a combined price growth of over 3 per
cent. An increase in crude oil prices contributed to a
rise of almost 5 per cent in the prices of fuel and lubri-
cants, which are a subcomponent of transport. An in-
crease in fuel prices were probably also a contributory
reason behind a substantial rise in the cost of passenger
transport by air and road. Other important contributors
which boosted average price rises during 2012 were
actual and imputed rent, which rose by 1.9 and 1.7 per
cent respectively.

The service groups experienced price growth in 2012
overall, but prices for telecom services fell and are con-
tinuing the downward trend we have seen since 1990.
The prices of hotel services fell by just over 4 per cent in
2012, following a slight price drop during the previous
year. This decrease may be due to the strong increase
in the number of guestrooms in the sector in recent
years and the use of price as a tool in the competition
for market shares. The price of restaurant services went
up, boosting growth in the CPI. In general the growth
in prices on labour intensive services, with limited
scope for productivity growth, are more closely related
to growth in wages.

Table 2.7 shows changes in CPI-ATE by delivery sector
and shows a 0.7 per cent drop in prices for imported
consumer goods during 2012. This resulted in approxi-
mately the same contribution to growth in the CPI-ATE
as during the previous two years. The fall in prices was
particularly marked for audio-visual and telecom equip-
ment from 2011 to 2012. Over the past 14 years, the
prices of imported consumer goods have only increased
on an annual basis on two occasions and only then in
the wake of a significant weakening of the krone. The
import-weighted krone exchange rate strengthened

by 2.4 per cent from 2010 to 2011 and by a further 1.2
per cent from 2011 to 2012. Together with a further
distortion of imports towards low-cost countries, this

is giving substantial negative price impulses in the
Norwegian economy. The prices of imported consumer
goods are strongly affected by Norwegian cost factors in
the form of transport costs and retail trading margins,
in addition to the import price at the border, before the
goods reach the consumer.

CPI-ATE increased by 1.2 per cent from January 2012
to January 2013, and the growth was thus in line with
the annual average for 2012. The development trends
observed in 2012 are largely continued in the January
index. The growth in CPI increased by 1.3 in the same
period. Electricity, including grid rental, showed a total
price increase of 6.5 per cent and contributed most to
the price growth over the past 12 months. The taxes
were largely only adjusted for inflation.

An important factor behind the low rate of growth in
the consumer price index in recent years is the develop-
ment in food prices which, according to the CPI, rose by
0.1 per cent from January 2012 to January 2013 and
on average has fallen during the previous two years
when corrected for the increase in the rate of value
added tax in 2012. Import restrictions and a high pro-
portion of Norwegian-produced food products indicate
higher price growth for food products. In the agricul-
tural settlement, target prices were established which
gave farmers higher prices for products which come
under the target price system. The producer price index
for the food industry also shows far stronger price
growth than the development in the consumer price
index’s food product prices. The low consumer price
index indicates greater efficiency within the distribu-
tion and transport of goods. Although the grocery sec-
tor are dominated by few and large corporations, price
competition between the major grocery chains in order
to retain and win market share may also be a contribu-
tory factor in explaining the low rate of growth in food
prices. In the projections, we assume that food product
prices will pick up somewhat in the years to come, like
the general price growth.

At the end of February, reservoir levels in Norway were
around 6 percentage points below normal and far lower
than at the same time in 2012. Less inflow to reservoirs
and a higher level of domestic consumption as a result
of lower temperatures than last winter have contrib-
uted to the lower water levels. At the end of February,
the volume of snow in the mountains was 25 per cent
less than in a normal year. The resource situation in the
power market and the prices of futures contracts in the
Nord Pool region for the immediate quarters indicate

a normalisation of power prices this year compared
with last year’s low prices. At current price levels, grid
rental and electricity taxes account for over half of the
electricity prices paid by households. Grid rental and
electricity taxes normally vary little through the year
and dampen the effects of fluctuations in underlying
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power prices in the total prices paid by consumers.
We expect household electricity prices, including grid
rental, to increase by 10 per cent during the current
year and that prices then will develop roughly in line
with general inflation.

Rents, including holiday homes, have a weighting of
almost 20 per cent in CPI-ATE. The 12-month growth in
rents picked up from 1.9 per cent to 2.1 per cent from
December 2012 to January 2013. We do not expect to
see any significant increase in rents and contributions
to growth in the CPI-ATE from this consumer group
during the current year, but we do expect price growth
to pick up again in subsequent years with an increase in
mortgage rates and general inflation.

Exchange rates and the development in global prices
are key factors in the development of consumer prices
for imported consumer goods, which collectively have
a weighting of over 30 percent in CPI-ATE. We expect
the import-weighted exchange rate to strengthen by
just over 3 per cent this year and by a further 1 per cent
in 2014, followed by a weakening by half a per cent

in 2015 and close to 2 per cent in 2016. The currency
weakening in 2013 will again result in negative price
impulses from imported goods this year and will

be a contributory factor in the absence of a rise in

the underlying rate of inflation from 2012 to 2013.
The trend in the value of the krone will thereafter
contribute to a weakening in the negative price
impulses from imports.

Annual wages will increase slightly less over the next
two years than in 2012 before wage growth increases
once again in 2015-2016. An increase in labour
productivity will, when viewed in isolation, dampen the
effect of increasing wages. An increase in capital per
hour worked is contributing to growth in productivity.
With relatively modest industry investments in the
latest recovery, growth in labour productivity is
expected to fall somewhat on mainland Norway in the
years to come. This will increase the growth in costs
per unit produced. In the slightly longer term, rising
interest rates will increase the capital costs of industry
and result in a need to increase prices if earnings are to
be maintained.
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With the estimates that we have assumed for

the development in wage costs per hour, labour
productivity and import prices, will growth in the CPI-
ATE according to our projections be 1.2 per cent as an
annual average in 2013. A gradual rise in import prices
and lower labour productivity will then contribute to
stronger cost impulses in Norway and lead to a rise

in inflation. The growth in CPI-ATE is expected to
gradually increase to 2.4 per cent in 2016 and will
then be close to the inflation target. Our projections for
developments in energy prices mean that CPI growth
in 2013 will be 0.3 per cent higher than the growth

in the CPI-ATE. An anticipated fall in the price of oil
will result in CPI growth being slightly lower than the
growth in CPI-ATE in 2014 and 2015.
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Table 9. National accounts: Final expenditure and gross domestic product. At constant 2010 prices. Million kroner

Unadjusted Seasonally adjusted
2011 2012 111 11.2 11.3 11.4 12.1 12.2 12.3 12.4

Final consumption expenditure of households

and NPISHs 1117099 1149771 276900 279093 280071 282525 284788 287455 289471 290285
Household final consumption expenditure 1066563 1098551 264332 266532 267387 269809 271871 274638 276738 277571
Goods 539 517 550998 134044 135043 135642 136292 136954 138967 138819 138695
Services 485 440 499847 120377 121047 121500 122426 123461 124224 125562 126 370
Direct purchases abroad by resident
households 70 184 76 988 16 872 17 555 17 584 18 240 18792 18 832 19 486 19934
Direct purchases by non-residents -28 577 -29 281 -6 961 -7 113 -7 339 -7 150 -7 335 -7 386 -7129 -7 428
Final consumption expenditure of NPISHs 50 535 51220 12 568 12 561 12 684 12716 12917 12818 12732 12714
Final consumption expenditure of general
government 568 702 580736 140046 142200 143407 143354 143347 145252 145579 145735
Final consumption expenditure of central
government 287 460 292638 70765 71 860 72 399 72 519 72 132 73203 73424 73 355
Central government, civilian 250 557 255835 61754 62644 63 052 63 205 62 964 64 033 64218 64 106
Central government, defence 36 903 36 803 9010 9217 9 347 9314 9168 9170 9205 9249
Final consumption expenditure of local
government 281 241 288097 69281 70 340 71008 70 835 71214 72 049 72 155 72 380
Gross fixed capital formation 518 409 560659 129700 124352 132195 131423 136571 138356 142162 143632
Extraction and transport via pipelines 141 612 162009 33469 33981 37 217 36 993 38415 40418 40 575 42 606
Service activities incidential to extraction -4 013 1822 -125 -4 085 252 -63 129 403 713 583
Ocean transport 12 190 13782 3715 2 698 2755 3002 4263 3406 2 980 3152
Mainland Norway 368 621 383047 92640 91758 91970 91 491 93 764 94129 97 894 97 291
Mainland Norway excluding general
government 285 297 298 568 69 565 72 458 71510 71 375 72 653 74 106 76 331 75 421
Industries 165914 170 321 41191 42 232 41 321 40 809 42 471 42 858 42 949 41 992
Manufacturing and mining 21205 21021 5039 5177 5 609 5296 5450 5837 4914 4960
Production of other goods 42 230 44114 10317 10804 10 627 10 355 11189 10739 10 849 11269
Services 102 479 105187 25835 26251 25 085 25157 25832 26 282 27 186 25763
Dwellings (households) 119 384 128247 28373 30226 30 190 30 566 30182 31248 33382 33429
General government 83324 84 479 23075 19 300 20 460 20116 21111 20 023 21563 21870
Changes in stocks and statistical discrepancies 113523 111034 34626 24521 19 607 37 069 26 065 26 977 25 506 28932
Gross capital formation 631 932 671694 164327 148873 151801 168492 162636 165332 167668 172563
Final domestic use of goods and services 2317733 2402200 581272 570166 575280 594371 590770 598040 602718 608583
Final demand from Mainland Norway 2054421 2113554 509585 513051 515448 517370 521899 526836 532944 533311
Final demand from general government 652 025 665215 163121 161500 163867 163470 164458 165275 167 143 167 605
Total exports 1011430 1033642 250796 250563 260314 249537 262303 263464 254158 253839
Traditional goods 299 237 307056 72630 76506 76 902 73 140 76 955 76 619 77 089 75992
Crude oil and natural gas 441 961 445968 113206 105204 116211 107497 114720 116534 108650 106 667
Ships, oil platforms and planes 13768 8751 1533 6 605 3016 2 629 2084 3183 2077 1418
Services 256 465 271866 63427 62249 64 185 66 270 68 544 67 129 66 342 69 762
Total use of goods and services 3329163 3435842 832068 820729 835594 843908 853073 861504 856876 862422
Total imports 753912 779020 196722 182152 184531 191044 191868 195079 194653 197 240
Traditional goods 451 068 460456 113573 112212 111398 113495 114734 115067 115707 114817
Crude oil and natural gas 11 964 12 159 5403 2343 2 560 2873 3243 4096 2622 2 268
Ships, oil platforms and planes 36 025 25381 17178 6173 6 868 5784 6439 6775 6431 5740
Services 254 855 281024 60568 61425 63 705 68 890 67 452 69 141 69 893 74 415
Gross domestic product (market prices) 2575251 2656823 635345 638577 651063 652864 661206 666425 662223 665182
Gross domestic product Mainland Norway
(market prices) 2036566 2108097 500835 508476 513081 516340 521383 524933 529286 530961
Petroleum activities and ocean transport 538 685 548 725 134510 130101 137983 136524 139823 141493 132937 134221
Mainland Norway (basic prices) 1747295 1811106 429105 436313 440580 443088 448343 450935 453829 455913
Mainland Norway excluding general
government 1337315 1393595 327861 333821 337625 339643 344426 346848 349333 351050
Manufacturing and mining 187 309 191914 46472 46767 47 051 47 316 47 563 47 382 48 616 48 394
Production of other goods 224074 244 884 53423 55 360 57 865 58 363 60 756 62 091 60 961 60 550
Services incl. dwellings (households) 925 932 956 797 227966 231694 232708 233964 236107 237374 239756 242 106
General government 409 980 417511 101244 102492 102956 103445 103918 104087 104496 104863
Taxes and subsidies products 289 271 296 991 71730 72163 72 500 73 253 73 039 73998 75 457 75 048

Source: Statistics Norway.
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Table 10. National accounts: Final expenditure and gross domestic product. At constant 2010 prices. Percentage change from the
previous period

Unadjusted Seasonally adjusted
2011 2012 1M1 11.2 11.3 1.4 12.1 12.2 12.3 12.4

Final consumption expenditure of households and

NPISHs 2.5 2.9 0.2 0.8 0.4 0.9 0.8 0.9 0.7 0.3
Household final consumption expenditure 2.5 3.0 0.1 0.8 0.3 0.9 0.8 1.0 0.8 0.3
Goods 1.3 2.1 -1.3 0.7 0.4 0.5 0.5 1.5 -0.1 -0.1
Services 2.4 3.0 1.1 0.6 0.4 0.8 0.8 0.6 1.1 0.6
Direct purchases abroad by resident households 12.0 9.7 4.1 4.0 0.2 3.7 3.0 0.2 3.5 23
Direct purchases by non-residents 0.4 2.5 -3.2 2.2 3.2 -2.6 2.6 0.7 -3.5 42
Final consumption expenditure of NPISHs 2.5 1.4 1.3 -0.1 1.0 0.3 1.6 -0.8 -0.7 -0.1
Final consumption expenditure of general
government 1.8 2.1 0.8 1.5 0.8 0.0 0.0 1.3 0.2 0.1
Final consumption expenditure of central
government 0.9 1.8 0.4 1.5 0.7 0.2 -0.5 1.5 0.3 -0.1
Central government, civilian 1.0 2.1 0.3 1.4 0.7 0.2 -0.4 1.7 0.3 -0.2
Central government, defence 0.2 -0.3 0.9 2.3 1.4 -0.4 -1.6 0.0 0.4 0.5
Final consumption expenditure of local
government 2.8 2.4 1.3 1.5 1.0 -0.2 0.5 1.2 0.1 0.3
Gross fixed capital formation 7.6 8.1 5.4 -4.1 6.3 -0.6 3.9 1.3 2.8 1.0
Extraction and transport via pipelines 14.1 14.4 52 1.5 9.5 -0.6 3.8 5.2 0.4 5.0
Service activities incidential to extraction . . -146.7 . -106.2 -125.1 -304.0 212.2 76.8 -18.3
Ocean transport -27.2 13.1 3.3 -27.4 2.1 9.0 42.0 -20.1 -12.5 5.8
Mainland Norway 8.5 3.9 6.0 -1.0 0.2 -0.5 2.5 0.4 4.0 -0.6
Mainland Norway excluding general government 10.5 4.7 3.9 4.2 -1.3 -0.2 1.8 2.0 3.0 -1.2
Industries 3.5 2.7 0.0 2.5 -2.2 -1.2 4.1 0.9 0.2 -2.2
Manufacturing and mining 4.5 -0.9 1.6 2.7 8.3 -5.6 2.9 7.1 -15.8 0.9
Production of other goods 8.4 4.5 3.7 4.7 -1.6 -2.6 8.1 -4.0 1.0 3.9
Services 1.5 2.6 -1.6 1.6 -4.4 0.3 2.7 1.7 3.4 -5.2
Dwellings (households) 21.9 7.4 10.0 6.5 -0.1 1.2 -1.3 3.5 6.8 0.1
General government 2.2 1.4 12.7 -16.4 6.0 -1.7 49 -5.2 7.7 1.4
Changes in stocks and statistical discrepancies 3.0 -2.2 22.3 -29.2 -20.0 89.1 -29.7 3.5 -5.5 13.4
Gross capital formation 6.7 6.3 8.5 -9.4 2.0 11.0 -3.5 1.7 1.4 2.9
Final domestic use of goods and services 34 3.6 2.6 -1.9 0.9 3.3 -0.6 1.2 0.8 1.0
Final demand from Mainland Norway 33 2.9 1.4 0.7 0.5 0.4 0.9 0.9 1.2 0.1
Final demand from general government 1.9 2.0 2.3 -1.0 1.5 -0.2 0.6 0.5 1.1 0.3
Total exports -1.8 2.2 -1.3 -0.1 3.9 -4.1 5.1 0.4 -3.5 -0.1
Traditional goods 0.0 2.6 -1.1 53 0.5 -4.9 52 -04 0.6 -1.4
Crude oil and natural gas -6.2 0.9 -0.5 -7.1 10.5 -7.5 6.7 1.6 -6.8 -1.8
Ships, oil platforms and planes 59.6 -36.4 -14.7 330.8 -54.3 -12.8 -20.7 52.7 -34.7 -31.7
Services 2.2 6.0 =2.7 -1.9 3.1 3.2 3.4 -2.1 -1.2 52
Total use of goods and services 1.8 3.2 1.4 -1.4 1.8 1.0 1.1 1.0 -0.5 0.6
Total imports 3.8 3.3 8.5 -7.4 1.3 3.5 0.4 1.7 -0.2 1.3
Traditional goods 3.6 2.1 2.4 -1.2 -0.7 1.9 1.1 0.3 0.6 -0.8
Crude oil and natural gas 0.6 1.6 118.7 -56.6 9.3 12.2 12.9 26.3 -36.0 -13.5
Ships, oil platforms and planes 20.1 . 188.9 -64.1 1.3 -15.8 11.3 5.2 -5.1 -10.7
Services 2.3 10.3 -2.2 1.4 3.7 8.1 -2.1 2.5 1.1 6.5
Gross domestic product (market prices) 1.2 3.2 -0.7 0.5 2.0 0.3 1.3 0.8 -0.6 0.4
Gross domestic product Mainland Norway
(market prices) 2.5 3.5 0.7 1.5 0.9 0.6 1.0 0.7 0.8 0.3
Petroleum activities and ocean transport -3.3 1.9 -5.5 -3.3 6.1 -1.1 2.4 1.2 -6.0 1.0
Mainland Norway (basic prices) 2.6 3.7 0.6 1.7 1.0 0.6 1.2 0.6 0.6 0.5
Mainland Norway excluding general government 2.6 4.2 0.3 1.8 1.1 0.6 1.4 0.7 0.7 0.5
Manufacturing and mining 2.1 2.5 0.1 0.6 0.6 0.6 0.5 -0.4 2.6 -0.5
Production of other goods 2.2 9.3 -2.8 3.6 4.5 0.9 4.1 2.2 -1.8 -0.7
Services incl. dwellings (households) 2.8 3.3 1.1 1.6 0.4 0.5 0.9 0.5 1.0 1.0
General government 2.4 1.8 1.6 1.2 0.5 0.5 0.5 0.2 0.4 0.4
Taxes and subsidies products 2.0 2.7 1.3 0.6 0.5 1.0 -0.3 1.3 2.0 -0.5

Source: Statistics Norway.
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Table 11. National accounts: Final expenditure and gross domestic product. Price indices. 2010=100

Unadjusted Seasonally adjusted
2011 2012 1.1 11.2 11.3 11.4 12.1 12.2 12.3 12.4

Final consumption expenditure of

households and NPISHs 101.3 102.2 1006 101.5 101.2 101.3 102.3 101.6  101.8  102.6
Final consumption expenditure of general
government 103.9 107.8  103.0 103.1 103.9 105.6  106.2 107.2 108.2 109.6
Gross fixed capital formation 103.5 106.7 101.8 102.8  103.7 1056  105.6  106.5 106.5 107.9
Mainland Norway 103.8 107.2 102.4 1035 104.1 105.2 106.1 107.0 107.2 108.4
Final domestic use of goods and services 102.9 105.3 102.0 103.2 103.1 102.8 105.1 105.4 105.7 105.7
Final demand from Mainland Norway 102.5 1046 101.6 102.3 102.5 103.2 104.0 104.1 104.5 105.6
Total exports 112.8 115.0 110.8 112.3 111.8 116.9 117.5 114.6 113.9 114.4
Traditional goods 105.7 101.0 1074 1073 104.5 104.4  102.9 101.2 99.6  100.6
Total use of goods and services 105.9 1083 1046 106.0 105.8 106.9 108.9 108.2 108.1 108.3
Total imports 102.9 103.2 103.7 1034  103.1 102.5 103.9 104.3 104.8 1021
Traditional goods 104.2 104.8 1047 1040  103.7 104.5 1048 1044 1050 105.0
Gross domestic product (market prices) 106.8 109.7 1049 106.7 106.6 108.2 110.4 109.4 109.1 110.1
Gross domestic product Mainland Norway
(market prices) 102.6 104.7 101.8 102.8 102.8 102.6 103.7 104.3 104.7 105.9

Source: Statistics Norway.

Table 12. National accounts: Final expenditure and gross domestic product. Price indices. Percentage change from previous period

Unadjusted Seasonally adjusted
2011 2012 111 11.2 11.3 1.4 12.1 12.2 12.3 12.4

Final consumption expenditure of

households and NPISHs 1.3 0.9 0.0 0.9 -0.3 0.1 0.9 -0.7 0.2 0.8
Final consumption expenditure of general
government 3.9 3.8 1.1 0.1 0.8 1.6 0.6 0.9 0.9 1.2
Gross fixed capital formation 3.5 3.1 1.0 1.0 0.9 1.8 0.0 0.8 -0.1 1.4
Mainland Norway 3.8 3.3 1.1 1.1 0.6 1.0 0.9 0.9 0.2 1.1
Final domestic use of goods and services 2.9 2.4 1.1 1.2 -0.1 -0.3 2.3 0.3 0.3 0.0
Final demand from Mainland Norway 2.5 2.1 0.5 0.7 0.2 0.7 0.8 0.0 0.4 1.0
Total exports 12.8 2.0 3.7 1.4 -0.5 4.6 0.5 -2.5 -0.7 0.5
Traditional goods 5.7 4.4 2.5 -0.1 -2.6 -0.1 -1.4 -1.7 -1.6 1.1
Total use of goods and services 5.9 2.2 1.9 1.3 -0.2 1.1 1.9 -0.6 -0.1 0.1
Total imports 2.9 0.3 2.6 -0.3 -0.3 -0.6 1.4 0.4 0.5 -2.6
Traditional goods 4.2 0.5 2.6 -0.6 -0.3 0.8 0.3 -0.4 0.6 0.0
Gross domestic product (market prices) 6.8 2.8 1.7 1.7 -0.2 1.6 2.0 -0.9 -0.3 0.9
Gross domestic product Mainland Norway
(market prices) 2.6 2.0 -0.3 1.1 0.0 -0.2 1.1 0.5 0.4 1.1

Source: Statistics Norway.
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Table 8. Main economic indicators 2003-2016. Accounts and forecasts.

Percentage change from previous year unless otherwise noted

Forecasts
2003 2004 2005 2006 2007 2008 2009 20102011*2012* 2013 2014 2015 2016
Demand and output
Consumption in households etc. 32 54 44 50 54 18 00 38 25 29 33 42 3.7 33
General government consumption 13 12 14 19 27 27 43 13 18 2.1 22 24 24 2.5
Gross fixed investment 08 111 135 98 114 02 -75 -80 76 81 63 53 38 3.1
Extraction and transport via pipelines 159 104 19.2 40 6.1 52 34 -95 141 144 104 5.1 2.5 3.5
mainland Norway -29 106 122 105 133 -13 -132 -45 85 39 52 51 4.1 3.1
Industries -11.2 106 186 152 219 08 -23.1 -51 35 27 46 50 35 25
Housing 1.8 16.3 9.7 4.0 27 90 -82 -16 219 7.4 65 47 3.5 1.6
General government 125 39 20 97 80 45 74 -68 22 14 44 60 6.2 6.4
Demand from Mainland Norway' 16 51 49 52 63 14 -16 15 33 29 33 38 34 30
Stockbuilding? -1 23 -01 11 -02 -01 -28 35 01 -01 01 -02 00 00
Exports -0.1 1.0 05 -08 14 01 -42 04 -18 22 14 11 12 22
Crude oil and natural gas -08 -07 -50 -66 -24 -13 -20 69 -62 09 27 09 -01 0.6
Traditional goods 37 36 53 6.1 92 35 80 34 00 26 -02 18 26 38
Imports 1.2 97 79 91 100 39 -125 90 38 33 50 38 44 39
Traditional goods 57 128 84 116 7.2 1.2 -129 9.1 36 2.1 4.0 53 4.9 4.4
Gross domestic product 10 40 26 23 27 01 -16 05 12 32 24 26 22 2.4
Mainland Norway 1.3 45 44 438 53 1.5 -16 1.7 25 35 26 3.1 2.8 2.8
Manufacturing 29 51 39 26 35 29 -74 24 21 25 1.7 20 1.7 2.0
Labour market
Total hours worked, Mainland Norway -2.1 19 15 33 43 35 -23 00 17 20 09 17 1.8 1.8
Employed persons -1.2 05 1.3 35 4.1 33 -04 -05 1.3 22 1.5 1.4 1.4 1.4
Labor force? 0.1 03 08 19 25 34 00 05 1.1 1.8 16 15 1.5 1.4
Participation rate (level)? 729 726 724 720 728 739 728 719 714 716 717 717 717 717
Unemployment rate (level)® 45 45 46 34 25 26 32 36 33 32 34 34 34 33
Prices and wages
Wages per standard man-year 45 35 33 4.1 54 63 42 37 42 40 38 39 4.1 4.5
Consumer price index (CPI) 25 04 16 23 08 38 21 25 12 08 15 14 18 24
CPI-ATE* 1.1 0.3 1.0 0.8 14 26 26 14 09 1.2 1.2 1.6 1.9 2.4
Export prices, traditional goods -10 84 40 113 24 28 -60 45 57 -44 08 13 28 37
Import prices, traditional goods 00 26 03 40 37 39 -15 01 42 05 -07 01 1.4 26
Housing prices® 1.7 10.1 82 13.7 126 -1.1 19 83 80 67 60 6.1 5.1 4.7
Income, interest rates and excange rate
Household real income 46 33 78 -64 63 40 41 27 41 39 46 39 27 25
Household saving ratio (level) 90 70 98 -05 09 38 7.1 58 73 87 94 93 84 7.7
Money market rate (level) 41 20 22 3.1 50 62 25 25 29 22 19 25 35 40
Lending rate, credit loans(level)® 65 42 39 43 50 68 40 34 36 38 37 4.1 49 55
Real after-tax lending rate, banks (level) 22 25 1.3 0.7 2.9 1.1 0.7 0.1 1.3 2.1 1.2 1.5 1.7 1.5
Importweighted krone exchange rate
(44 countries)’ 1.3 30 39 07 -18 00 33 -37 -24 -12 -32 -1.1 0.5 1.7
NOK per euro (level) 80 84 80 8.1 80 82 87 80 78 75 73 73 73 74
Current account
Current balance (bill. NOK) 195.2 220.6 322.8 357.7 287.4 408.3 279.3 303.2 351.4 414.0 335.4 292.7 253.8 246.6
Current balance (per cent of GDP) 123 126 165 164 125 160 11.7 119 128 142 11.1 9.4 7.9 7.3
International indicators
Exports markets indicator 26 77 70 96 56 12 -104 109 53 14 1.1 33 46 6.1
Consumer price index, euro-area 2.1 2.1 2.2 2.2 2.2 3.3 0.3 1.7 2.7 2.5 1.7 1.5 1.6 1.7
Money market rate, euro(level) 2.3 2.1 2.2 3.1 43 46 1.2 0.8 1.4 05 0.1 0.6 1.6 2.0
Crude oil price NOK (level)® 201 255 356 423 422 536 388 484 621 649 610 560 553 575

' Consumption in households and non-profit organizations + general government consumption + gross fixed capital formation in mainland Norway.

2 Change in stockbuilding. Per cent of GDP.

3 According to Statistics Norway»s labour force survey(LFS). Break in data series in 2006.

4 CPI adjusted for tax changes and excluding energy products.

°> Break in data series in 2004.

6 Yearly average. Lending rate, banks until 2006

7 Increasing index implies depreciation.
8 Average spot price Brent Blend.

Source: Statistics Norway. The cut-off date for information was 5 March.
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