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ÅThe coronavirus ƛǎ ǎǘƛƭƭ ǎǇǊŜŀŘƛƴƎ Ŧŀǎǘ ƛƴ ƳƻǊŜ ŎƻǳƴǘǊƛŜǎ ŀƴŘ ƳƻǊŜ ŎƻǳƴǘǊƛŜǎκǊŜƎƛƻƴǎ ŀǊŜ ōŜƛƴƎ ΨŎƭƻǎŜŘ ŘƻǿƴΩΣ ƛƴŎƭǳŘƛƴƎ ƛƴ ǘƘŜ ¦{Σ ŀǎ 
California were put in lockdown last week. The total number of cases is now above 300.000 and is still growing at a fast pacein many 
countries, particularly Italy, Spain and several other European countries. The number of deaths is anyway likely to increase rapidly the 
coming weeks, from 15.000. More people have now died from the coronavirus in Italy than in China

ÅAny good news on the virus? China, South Korea, Singapore and Taiwan have all brought the virus under control. In some Emerging 
Markets, the virus is now spreading faster, some are on the Italian trajectory. The implemented restrictions in Europe and the US will 
eventually result in lower growth of new cases, probably within the next couple of weeks? Social contact have been reduced 
substantially and will result in a much lower R, the reproduction rate of the disease, slowing the spread of the virus 

ÅThe list of measures to mitigate the impactsof the reduced activity is getting impressive, massive fiscal stimulus packages, gigantic QE 
and interest rate cuts were announces last week. Stimulus packages are up to 15% of GDP (more on this slide). Norges Bank slashed 
the interest rate by 75 bps to 0.25%, the lowest level ever, and signals that it might cut further. Moreover, the Bank considerscurrency 
interventions

ÅThe global economy is no doubt in a recession. Even the (estimated) decline in just the Chinese GDP was sufficient to predict a decline 
ƛƴ Ǝƭƻōŀƭ D5t ƛƴ vмΦ bƻǿ ǿŜ Ŏŀƴ ŀŘŘ ƘǳƎŜ ǇǊƻŘǳŎǘƛƻƴ Ŏǳǘǎ ƛƴ Ƴŀƴȅ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎΣ bƻǊǿŀȅ ŀƴŘ ¦{ ƛƴŎƭǳŘŜŘΦ vн ǿƛƭƭ ōŜ Ψŀ ŘƛǎŀǎterΩ 
Europe & US.  Any GDP forecasts are extremely uncertain, all depending on the depth and length of the closedowns now taking place 
ΨŜǾŜǊȅǿƘŜǊŜΩΦ hǳǊ ōŀǎŜƭƛƴŜ ƛǎ -1.5 to -2%  y/y in 2020. Global corporate earnings will take a hard beating, a 40 ς50% decline seems 
reasonable

ÅThe early impacts on labour markets became apparent last week; in Norway unemployment soared to 9% and may increase rapidly to 
нл҈ ǘƘŜ ŎƻƳƛƴƎ ǿŜŜƪǎ όǿƘŜƴ ƛƴŎƭǳŘƛƴƎ ǘŜƳǇƻǊŀǊȅ ƭŀȅ ƻŦŦǎύΣ ƭŜǾŜƭǎ ǿŜ ƘŀǾŜƴΩǘ ǎŜŜƴ ǎƛƴŎŜ ǘƘŜ DǊŜŀǘ 5ŜǇǊŜǎǎƛƻƴΦ Lƴ ǘƘŜ ¦{Σ ƧƻōƭŜss 
ŎƭŀƛƳǎ ǎǳǊƎŜŘ ǘƻ нумΩ ŀƴŘ ǿƛƭƭ ƛƴŎǊŜŀǎŜ ŀǘ ŀƴ ŜȄǘǊŜƳŜ ǇŀŎŜ ǘƘŜ ƴŜȄǘ ǿŜŜƪǎ

ÅThe real question is however if/how the economy recovers when the virus is sufficiently contained, both how much activity it is 
possible to start up (without igniting new virus outbreaks), and if demand is there 
» The outlook is tilted towards the downside, probably on both fronts, as both mitigation and suppression of the virus may require a low activity level for long 

(even if there may be goods news on corona treatment the coming weeks).  The health of the business sector is also threatenedif the virus fight is long 
lasting 

» hƴ ǘƘŜ ΨǘǊŀŘƛǘƛƻƴŀƭΩ ŜŎƻƴƻƳƛŎ ǎƛŘŜΣ ǘƘŜ ŎȅŎƭŜ ǿŀǎ ƳŀǘǳǊŜ ōŜŦƻǊŜ ŎƻǊƻƴŀ ƘƛǘΤ ǳƴŜƳǇƭƻȅƳŜƴǘ ŀƴŘ ǇǊƻŦƛǘǎ ǿŜǊŜ ǘƻƻ ƭƻǿΣ ŀƴŘ ƛƴǾŜǎǘments too high. 
» IƻǿŜǾŜǊΣ ǳƴǇǊŜŎŜŘŜƴǘŜŘ ŦƛǎŎŀƭ ŀƴŘ ƳƻƴŜǘŀǊȅ ǎǘƛƳǳƭƛ Ƴŀȅ ōƻƭǎǘŜǊ ΨǇŜƴǘ ǳǇ ŘŜƳŀƴŘΩ ŀǎ ǎƻƻƴ ŀǎ ΨǎƘƻǇǇƛƴƎ ƛǎ ǇƻǎǎƛōƭŜΩ

ÅMarkets are still in complete disarray. TheNOK has fallen to a record low level. The decline last week was far too aggressive. Buy!

Last week ςthe main (corona) takes



The case number are strikingly similar, even if testing methods seem to differ. Sources: Johns Hopkins, SB1 Markets 4

Our best corona charts: When will we see any impact of the Italian lock down?

Or in Norway? The restrictions should soon reduce the number of new infections
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Ὑe= e̡CeDeX
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Ὑe (R0 at the start of the epidemic) is our main hope

How many people does each infected person infect? 

The reproduction rate= 

contagiousness per close contact ()̡
xΨŎƭƻǎŜΩ ŎƻƴǘŀŎǘǎ ǇŜǊ Řŀȅ ό/ύ
x days of contagiousness (D)
x the share of susceptible persons (X)

ÅThe reproduction rate of Civid-19 is approxнΦр ƛƴ ŀ ǎƻŎƛŜǘȅ ƻŦ ΨƴƻǊƳŀƭ ŀŎǘƛǾƛǘȅΩ 

Å²Ƙŀǘ ƛǎ / όƴǳƳōŜǊ ƻŦ ΨŎƭƻǎŜΩ ŎƻƴǘŀŎǘύ ƴƻǿΣ ƛƴ ŎƻƳǇŀǊƛǎƻƴ ǘƻ ŀ ΨƴƻǊƳŀƭ ǎƛǘǳŀǘƛƻƴΩΚ
It must be significantly reduced? At least after the closest family members have been infected

ÅThus, Re must be rather low now, given the decline in C

ÅWe will probably be unable to prevent many more people from being infected, over time (China may 
have done so, with a strict lockdown). However, we may prevent too many people of being infected 
in a very short period of time, so that hospitals are not overwhelmed 

ÅTo achieve that (barring unknown medical treatment) social contact must be kept at a significantly 
lower level than normal, unavoidably hampering economic activity substantially albeit probably not 
as harshly as in some countries down  

Corona



ÅIf C remained at constant, so just X brought R down over time as a proportion of the population is getting immune, 60-
80% of the population would be infected

ÅThe death rate of those infected (IFR) is probably approx. 0.5%, worst case up to 1%. (The deaths to confirmed cases 
rate (CFR) is usually significantly higher as most now infected are not tested, like in Italy)
» The death rate of the normal flue is approx. 0.1%, way below the Covid-19 rate. In addition, X is low for seasonal influenzas, as most 

people are immune

ÅIf 60% are infected, and a death rate of 0.5% = 17.000 deadly cases in Norway, half a normal years of deaths. If 80% are 
infected, and the death rate is 0.9% (ImpericalCollage estύΣ ǳǇ ǘƻ плΩ ǿƛƭƭ ǇŜǊƛǎƘ 

ÅLŦ ǘƘŜ ƻǳǘōǊŜŀƪ ƻŦ ǘƘŜ ǾƛǊǳǎ ƛǎ ǎƭƻǿŜŘΣ ƛǘ Ƴŀȅ ōŜ ΨƳŀƴŀƎŜŀōƭŜΩΣ ƛƴ ǘŜǊƳǎ ƻŦ ƘƻǎǇƛǘŀƭ ŀƴŘ ǾŜƴǘƛƭŀǘƻǊ ŎŀǇŀŎƛǘȅΦ aƻǎǘ ƻŦ 
those who dies from the coronavirus are elderly and sick, who pass away a short amount of time before they otherwise 
would have done

ÅIf this occurs over a short period of time, it will be a catastrophe, as the hospitals do not have sufficient capacity to 
keep those alive, who could have survived. In this case, the death rate would be far above 0.5% (as in Hubei, Italy, 
and probably soon Spain)

ÅIf Re falls to 1 (or below), the epidemic will fade out
» With an Re just above 1, hospitals will probably not be overwhelmed, if not too many have been infected on beforehand 

ÅConclusion: We do not need a full lockdown too fight the coronavirus, we just need some social distancing, which we 
are now practicing (and probably more than we need to)

ÅWe will probably need to keep this the social distancing going for months, however, the most strict measures may soon 
be loosened, such as closed schools, hair dressers etc. 
» aƻǊŜ ƭƻƴƎ ǘŜǊƳ ƛƳǇŀŎǘǎ ƛƴ ǎƻƳŜ ǎŜŎǘƻǊǎΣ ƭƛƪŜ ǘǊŀǾŜƭƭƛƴƎ ŀƴŘ ŜǾŜƴǘǎΦ !ƴŘ ōǳǎƛƴŜǎǎ ǘǊŀǾŜƭΚ ²Ŝ ƘŀǾŜ ƳŀŘŜ ǎƻƳŜ ǊŜŦƭŜŎǘƛƻƴǎΧ

6

So what?

ΨCƭŀǘǘŜƴ ǘƘŜ ŎǳǊǾŜΩ

Corona
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Norway needs an R now at close to 1.1 (to not exceed intensive care capacity)

Before Easter: 1.400 in hospitals ςǘƻǿŀǊŘǎ LǘŀƭȅΦ [Ŝǎǎ ǘƘŀƴ оллΥ ¢ƘŜ ǿŀǊ ƛǎ ΨǿƻƴΩΦ Lƴ ōŜǘǿŜŜƴΧ
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ÅUS: FOMC cut its signal rate by 100 bps to zero (0 ς0.25%) two weeks ago and is increasing QE rapidly, equal to 
3.5% of GDP. The Congress is debating an enormous USD 2 trillion stimulus package (10% of GDP), including 
ΨƘŜƭƛŎƻǇǘŜǊ ƳƻƴŜȅΩ ǘƻ ¦{ ƘƻǳǎŜƘƻƭŘǎ ςbut negations at the Capitol Hill broke down late Sunday

ÅEurozone: ¢ƘŜ 9/. ƭŀǳƴŎƘŜŘ ŀ ΨōŀȊƻƻƪŀΩ ƻŦ ŀŘŘƛǘƛƻƴŀƭ 9¦w трл ōƴ ƛƴ v9 ƭŀǎǘ ǿŜŜƪ όƻƴ ǘƻǇ ƻŦ ǘƘŜ мнл ōƴ 
announced the prior week), in what is called the Pandemic Emergency Purchase Programme. The ECB will 
purchase both government bonds and corporate bonds, with the aim of keeping liquidity flowing

ÅGermany: SignalledǘƘŀǘ ǘƘŜ ΨȊŜǊƻ ōƭŀŎƪΩ όōŀƭŀƴŎŜŘ ōǳŘƎŜǘύ ǇƻƭƛŎȅ ƛǎ ŀōŀƴŘƻƴŜŘ ŦƻǊ ǘƘŜ ǘƛƳŜ ōŜƛƴƎΦ ! ƘǳƎŜ 
liquidity support to the corporate via the state owned KfWbank is decided

ÅChina: Reserve requirement cuts for the 7th time since 2018 but interest rates left unchanged last week

ÅUK: BoE has cut the signal rate to 0.1%. A huge stimulus package has been announced, of 15% of GDP! Just one 
week after a very expansionary budget proposal

ÅSweden: TheRiksbankoffers loans to banks and will buy commercial bonds, as well as substantial fiscal stimulus

ÅNorway: 
» Norges Bank cut the signal rate by another 75 bps Friday, to 0.25%, the lowest level ever. The bank signals willingness 

to cut further 
» New lending/guarantee program has been announced: Up to NOK 50 bn (1.7% of GDP) in guarantees for bank 

lending, mainly to SMEs
» The Government has reactivated The Government Bond Fund, administered by Folketrygdfondet. The fund will invest 

in Norwegian corporate bonds. The initial amount for this program is NOK 50 bn (out of a total market at some NOK 
350 bn, a substantial support program)

» A fiscal emergency package of NOK 65 bn has been announced, including a generous model for temporary lay offs
» ¢ƘŜ ŀƳƻǳƴǘǎ ŀǊŜ ǎǳōǎǘŀƴǘƛŀƭΣ ŀƴŘ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘ ƛǎ ǎǘǊƻƴƎƭȅ ǎƛƎƴŀƭƛƴƎ ǘƘŀǘ ƛǘ ǿƻǳƭŘ Řƻ ΨǿƘŀǘŜǾŜǊ ƛǘ ǘŀƪŜǎΩΦ bƻǊǿŀȅ 
Ƙŀǎ ƴƻ ŦƛǎŎŀƭ ŎƻƴǎǘǊŀƛƴǘǎΣ ƎƛǾŜƴ ǘƘŜ о Ȅ D5t hƛƭ ŦǳƴŘΦ  ¢ƘŜ ŦǳƴŘƛƴƎ ǇǊƻƎǊŀƳ Ŝǉǳŀƭǎ м҈ ƻŦ ǘƘŜ ŦǳƴŘΩǎ ǾŀƭǳŜ

Å21 out of 27 major countries have cut their policy rates. The rest will probably cut soon (if rates are not too low 
already). Still, the room for maneuver on rates is of course limited, given the low interest rate level

8

/ŜƴǘǊŀƭ ōŀƴƪǎ ŀƴŘ ƎƻǾŜǊƴƳŜƴǘǎ ǇƭŜŘƎŜ ΨǿƘŀǘŜǾŜǊ ƛǘ ǘŀƪŜǎΩ

Corona
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Limited room for lower rates

Rates have been cut in many countries but the potential is limited, from 0.7% in average (in Jan)

ÅDuring economic downturns rates are normally cut by some 4 ς6 pp, lowering the real interest rate to well below zero. 
bƻǿΣ ǘƘŜ ŀǾŜǊŀƎŜ ǇƻƭƛŎȅ ǎƛƎƴŀƭ ǊŀǘŜ ƛǎ ŀǘ лΦп҈Φ Lǘ ǿƛƭƭ ǇǊƻōŀōƭȅ ŎƻƳŜ Řƻǿƴ ǘƻ ȊŜǊƻΣ ōǳǘ ǘƘŀǘΩǎ ƳƻǊŜ ƻǊ ƭŜǎǎ ŀƭƭ Ŧƻƭƪǎ

ÅEven so, monetary policy is not totally impotent, flip to the next page

Corona
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QE is ramped up aggressively 

ECB increased QE by 6% of GDP last week, the Fed has announced QE equal to 3.5% of GDP

ÅIn the Eurozone: The first corona response of a EUR 120 bn in quantitative easing was not a big deal. However, last 
ǿŜŜƪΣ ǘƘŜ 9/. ǿƛŜƭŘŜŘ ǘƘŜ ΨōŀȊƻƻƪŀΩ ŀƴŘ ŀƴƴƻǳƴŎŜŘ ŀƴ ŜƳŜǊƎŜƴŎȅ ǇǳǊŎƘŀǎŜ ǇǊƻƎǊŀƳƳŜ ƻŦ 9¦w трл ōƴΦ ¢ƘŜ 9/. ǿƛƭƭ 
purchase both government and corporate bonds at least through the end of the year and as long as the corona crisis 
persists

ÅThe Fed was under hard pressure to start buying mortgage bonds, as the spread to the 30 y gov bond yield had 
widened substantially. The asset purchases of USD 500 bn in Treasuries and 200 bn in mortgage backed securities 
equals some 3.5% of GDP

Corona



A V is still a possibility but a U is not unlikely (hopefullywe avoid an L)

Our baseline scenario is of course not worth the paper it is written on but here we are now

ÅA narrow V scenario: Covid-19 is contained at a reasonable level after a widespread shutdown in Q1 and Q2, partly in 
Q3 in latecomers in Emerging markets (x China of course)

ÅAwider V: Covi-19 requires a slower restart of economies

ÅAU:Covid-19 takes time to tackle ςand in between time economic costs build up, financial stress remains extreme, 
ŀƴŘ ŀ ΨƴƻǊƳŀƭΩ ǊŜŎŜǎǎƛƻƴ Ŧƻƭƭƻǿǎ ςthe a mature globalcyclewas anyway mature

ÅAWW?Not war, but several ups and downs the coming months/quarters as the fight against covid-19 is on and off
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Global retail sales and industrial production set to collapse in Feb/March 

Chiefly due to rapid declines in Chinese industrial production and retail sales ςand others will follow

ÅGlobal industrial productionfell by 0.5% m/m in January (our estimate). Production will no doubt plunge in February (-10%), due 
to a collapse in Chinese production (just China and the US have reported so far, we have illustrated the drop at the chart above). In 
most other countries, production was probably not that heavily distorted by the coronavirus crisis in February ςbut it will in 
March. The global manufacturing PMI slipped to 47.2 in February, indicating a rapid decline in global production

ÅRetail sales dropped 2% m/m in January and another 1% in February, according to our very preliminary estimate, chiefly on a steep 
drop in Chinese sales. No other countries have so far reported Feb data but the decline will be heavy

ÅGlobal foreign trade rebounded in Dec, up 0.9% m/m with our seasonal adjustment. Covid-19 will no doubt hit global trade hard

Global economy

Memo: Keep in mind the different scales at the chart above



Source: Financial times
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The Chinese economy is slowly gaining speed, still far from fully back

Daily activity data signal a recovery in most sectors, barring transport

ÅUrban public transport is still slow but it is rising slowly, while freight activity (domestically, not international) is almost
back to a normal level

Corona
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Some preliminary estimates: How will businesses be able to keep activity up?

!ŎǘƛǾƛǘȅ ǎƻƻƴ Řƻǿƴ ǘƻ тр҈ ƻŦ ƴƻǊƳŀƭΚ D5t Řƻǿƴ н҈ ǇŜǊ ΨŎǊƛǎƛǎΩ ƳƻƴǘƘ 

ÅMost of the cuts in activity are not due to public regulations but changed behaviour among households and companies. The consequences are 
highly uncertain, except for hotels & restaurant, entertainment, and partly transport. Logistic challenges will probably hamper production. A 
sharp decline in demand for exports will also weight on production.  

» We have not adjusted for fixed costs as these costs are mainly revenues for other sectors in the economy (like rents, electricity, insurance etc. Cost of 
goods sold will be reduced by the same amount as sales, at least over time. (Some extra inventory cost will be accumulated - butŀƎŀƛƴΣ ǘƘŀǘΩǎ ƻǘƘŜǊ 
producers revenues, if paid). However, the sectoral differences may be substantial, due to differences in the cost & revenue structure

Å If the shutdown drags out, the impact will be larger, due to investment demand, income multiplier impact etc. 

Corona in Norway

Mainland Norway Value added in % Wage cost Crisis prod.

market based sectors NOK bn, 2019 NOK bn, 2019 level Value add.Payroll taxTemp. lay.No crisis Crisis Diff in %

GDP (value added) 1,853              100% 1,031           76% -439 -27 -225 493 313 -180 -37%

Primary 68                    4% 16                 95% -3 -1 -1 49 46 -3 -6%

Manufacturing 222                  12% 159              85% -33 -5 -18 24 14 -10 -41%

Water, electricity etc 105                  6% 29                 100% 0 -1 0 42 43 1 2%

Construction 212                  11% 149              80% -42 -4 -22 50 35 -16 -31%

Trade (retail, wholesale) 251                  14% 180              50% -125 -3 -67 50 -2 -52 -104%

Transport (persons, goods) 93                    5% 74                 60% -37 -2 -22 7 -8 -15 -207%

Post, info, communication 147                  8% 95                 90% -15 -3 -7 27 23 -4 -16%

Hotel & restaurants 48                    3% 36                 5% -45 -0 -26 8 -11 -19 -229%

Finance 159                  9% 51                 90% -16 -2 -4 98 88 -10 -10%

Real estate, housing 242                  13% 19                 95% -12 -1 -1 87 78 -9 -10%

Busines services 243                  13% 180              80% -49 -5 -27 37 21 -16 -43%

Culture, entertainment, arts 64                    3% 43                 5% -60 -0 -30 15 -15 -30 -202%

Figures for ' a full year crisis'

Figures are not adjusted for changes in cost of goods sold, which balances out, in macro but with different sectoral consequences

Workforce cut by 75% of reduction in sales

Production taxes, subsidies unch in % of sales

Operating resultChange in 

Source: SB1 estimates, Macrobond



ÅWe assume that production in the private sectoris now reduced by approx1/4th  (Check our sector guestimates next page)

ÅThe valued added loss equals approxNOK 500 bn at an annual basisor NOK 40 bn per month (total production/sales loss 
is larger, but input goods and services must be deducted in order to prevent double counting). With these assumptions, 
market based GDP will decline by 2% per month. The same goes by and large for the public sector (hospitals and care 
institutions are more than fully operating, education not). So GDP will no doubt decline substantially in 2020, even if the 
virus is contained after just some few weeks

ÅBusinesses can lay off employees temporary, and pass the bill over to the government. If companies utilise this generous 
lay off mechanism by 75% (some slack is unavoidable but should be more reduced the longer the stoppage lasts), the 
ǿŀƎŜ ǿƛƭƭ ōŜ ǊŜŘǳŎŜŘ ōȅ bhY ннр ōƴ ŀƴƴǳŀƭƛǎŜŘΣ ƻǊ ōȅ bhY нл ōƴ ǇŜǊ ƳƻƴǘƘ Φ Lƴ ŀŘŘƛǘƛƻƴΣ ŜƳǇƭƻȅŜǊǎΩ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ 
social security is cut by 4 pp for two months (supporting business by NOK 24 bn/2 bn per month)

ÅThus, the net loss for the corporate sector is less than NOK 200 bn, equalling ½ of an ordinary annual result ςor approx
NOK 15 bn pr month. The wage relief is essential for the corporate sector as the government shoulders the cost for 
those temporary laid off.In addition there a discussion on more support measures for businesses hit by the corona 
production halt

ÅThe booked equity in Mainland Norwegian companies equals some NOK 6.000 bn by end of 2019. Thus ςagain given our 
very uncertain assumptions ςthe bƻǊǿŜƎƛŀƴ ōǳǎƛƴŜǎǎ ǎŜŎǘƻǊ ǿƛƭƭ ƴƻǘ ōŜ ǿƛǇŜŘ ƻǳǘ ŘǳŜ ǘƻ ǎƻƳŜ ŦŜǿ ǿŜŜƪǎΩ όƻǊ ŜǾŜƴ 
months) loss of production (some figures next page)

ÅWe have not included the oil and gas sector in these calculations. Production will most likely be kept up

Å¢ƘŜ ƭƻǿ ƻƛƭ ǇǊƛŎŜǎ ǿƛƭƭ ƳŀƪŜ ƳƻǊŜ ǘƘŀƴ ŀ ŘŜƴǘ ƛƴ ǘƘŜ ǎŜŎǘƻǊǎ ǊŜǾŜƴǳŜǎ ŀƴŘ ǊŜǎǳƭǘǎΣ ŀƴŘ ƛƴ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ǘŀƪŜ ςwhich 
ƛƳǇƭȅ ŀ ƭƻǿŜǊ ƎǊƻǎǎ ǘǊŀƴǎŦŜǊǎ ǘƻ ǘƘŜ ƻƛƭ ŦǳƴŘ όōǳǘ ƴƻǘ ƳƻǊŜ ǘƘŀƴ ǘƘŀǘύΦ bƻ ƛƳǇŀŎǘ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ǎǇŜƴŘƛƴƎ ŎŀǇŀŎƛǘȅ ǘƘƛǎ 
year and almost not visible next year

ÅOil investments are already on the way down, and will no doubt decline faster, if the oil price remains low. However, the 
short term impact is limited
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How badly may the Norwegian economy be hurt? Here are some guesstimates

The Mainland business sector will not go bankrupt, The Government shoulders the main cost

Corona in Norway



The Government

ÅThe budget will take most of the cost of the loss of 
production, mainly due to a liberal compensation for 
ǘŜƳǇƻǊŀǊȅ ƭŀƛŘ ƻŦ ŜƳǇƭƻȅŜŜǎΦ Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ŜƳǇƭƻȅŜǊǎΩ 
contribution pensions are cut by 4 pp. We estimate the cost 
to NOK 20 ς25 bn per month

ÅThe NOK 100 bn liquidity support package will most likely 
incur some losses, but the losses should not be 
astronomical, if the virus stoppage is not extended to more 
sectors or remain for many months 

ÅMainland tax revenues will be reduced but mainly just from 
the corporate sector (households will be quite well 
compensated) 

ÅThe pre oil deficit at the budget will increase substantially, 
most likely to above the spending rule guideline (at 3% of 
ǘƘŜ hƛƭ ŦǳƴŘΩǎ ǾŀƭǳŜύΣ ŀǘ bhY нур ōƴΣ Ǿǎ ǘƘŜ ōǳŘƎŜǘ ŜǎǘƛƳŀǘŜ 
at NOK 243 bn. 

ÅIf the total cost runs up to NOK 100 bn, it would equal 1% 
ŦƻǊ ǘƘŜ hƛƭ ŦǳƴŘΩǎ ǾŀƭǳŜΦ ²Ŝ ǘƘƛƴƪ ƛǘ ƛǎ ǿƻǊǘƘ ƛǘ ƛŦ ƛǘ ǊŜŘǳŎŜǎ 
the risk for a long term crisis, after the virus fight is won

ÅDue to the decline in oil prices, the public sector oil 
revenues will be reduced 
» The only consequence is just that the gross transfer to the Oil fund 
ǿƛƭƭ ōŜ ƭƻǿŜǊ ǘƘŀƴ ŀǎǎǳƳŜŘΦ ¢ƘŀǘΩǎ ǘƘŜ ǎƳŀƭƭŜǎǘ ƻŦ ŀƭƭ ǇǊƻōƭŜƳǎ ŦƻǊ 
any government these day

16

No problems for most employees. And the Government can stand it too

Households

ÅWage earners will be reasonably well compensated by 
100% (vs the ordinary wage income), up from the 
ordinary 62%

ÅSelf employed will be able to apply for a temporary 
compensation mechanism

ÅEven of money market and bond spreads have widened, 
interest rate on mortgages will be cut, in the end to 
below 2% the coming weeks/months

ÅSpending will be curbed coming weeks/months, savings 
will be increased and households balance sheet will be 
strengthened 

ÅOn the other hand, wage increases will be cut 
significantly vs original expectations, to well below 3%, 
still clearly above inflation

Corona in Norway
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¢ƘŜ ǎŜǘōŀŎƪ ǿƛƭƭ ōŜ ǎǳōǎǘŀƴǘƛŀƭΣ ŜǾŜƴ ƛŦ ǘƘŜ ǇǊŜǎŜƴǘ ΨǎƘǳǘŘƻǿƴέ ƛǎ ǎƘƻǊǘ ƭƛǾŜŘ

ÅThree Covoid-19 scenarios: A Shallow or a deep V, or a wider U (we do not want to think about an L). The wider

Å¢ƘŜ ƎƻǾŜǊƴƳŜƴǘ ŀǎǎǳƳŜŘ м҈ ŘŜŎƭƛƴŜ ƛƴ D5t ƛƴ ǘƘŜ ǇǊƻǇƻǎŀƭ ǘƻ ǘƘŜ tŀǊƭƛŀƳŜƴǘ ŀǘ CǊƛŘŀȅΣ ŦǊƻƳ ŀ нΦр҈ ŦΩŎŀǎǘ ƭŀǎǘ hŎǘƻōŜǊΦ 
Our baseline estimate is -3% to -п҈ όŦǊƻƳ ŀ ǇǊŜ ŎƻǊƻƴŀ ŦΩŎŀǎǘ ŀǘ мΦс҈ύΦ IƻǿŜǾŜǊ  ǘƘŜ ǳƴŎŜǊǘŀƛƴǘȅ ƛǎ ƘǳƎŜ ςwe think ς5% 
to -1% covers most of the likely outcomes
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Norway: A harsh setback in Q2, a recovery from Q3 ςa V-shaped crisis 

Corona in Norway
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Whenwill profits turn up? Usuallyafter a recession, with muchhigherunempl.

!ǊŜ ǘƘŜ ŎƻǊǇƻǊŀǘŜǎ ŦΧΦ ŀƴȅǿŀȅ όŀǘ ƭŜŀǎǘ ŦƻǊ ŀ ǿƘƛƭŜύΚ

?

The cycle ςsome few charts 



20

DANGER: A highactivity level and a growth slowdown

Like now

The cycle



Oslo Stock Exchange: Wasexpensive. !ƛƴΩǘreally cheapyet
.ǳǘ ƛŦ ȅƻǳ ƘŀǾŜ ŀ ƳŜŘƛǳƳ ǘŜǊƳ ƘƻǊƛȊƻƴΧ

The cycle  
























































































