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Government formation could take months
Calm market reactions expected even with
prolonged government formation
Red-Greens in very narrow lead, Moderate
Party larger than SD
Government formation will be complicated. Price
action in the EURSEK has been extremely muted. In
the coming days, SEK may trade choppily but there
will likely not be any long lasting effects neither on
the FX nor on the FI markets. The final result will
take another few days and the advanced votes
could benefit the Alliance (as in previous elections).
In the coming weeks there will be negotiations
among the parties to form a new government. So
far Stefan Löfven remains as Prime Minster. The
Centre Party and the Liberals might be king
makers.
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Election result too close to call
Red-Greens win but lost support
Sweden Democrats third party
As expected the preliminary election result shows a
political deadlock among the blocks. The Moderate
leader has firmly stated that the Alliance will not
accept the government in its present form. A Löfven
led government, in any other form, is still possible
however. The preliminary result points to a twoseat lead for the Red-Greens ahead of the Alliance.
In the coming days the votes from abroad will be
counted, which previously has benefitted the
Alliance (0.06 p.p. in 2014 election). It is too early to
say if this would change any seats in the Riksdag.
In addition, the voter participation rate increased as
compared with 2014. This year it registered 1.1 p.p.
higher at 84.4% (preliminary).
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Timeline for the political process ahead
Dates
Sep 9

Events

Additional info

Voting ended at 8 pm, followed by
counting. Preliminary results, PM Löfven
has decided to remain in power.

Talks between parties could drag on

Sep 1016

Votes will be counted

On Sep. 10, the county administrative board starts the final
vote count. The county administrative board finishes the
final count at the end of the week and the final outcome is
concluded on Sep. 14.

Sep 24

The new Riksdag meets for a roll-call. The
Speaker (1 person) and Deputy Speakers
(3 persons) are elected. Each party
appoints a group leader.

If there is only one candidate for each of the Speaker
positions, the vote will be done by a roll-call. If there are
many candidates, a vote by secret ballot could occur. The
latter can be repeated three times given that no one receives
a majority. No rules of party affiliation exist.

Sep 24

The former Speaker hands over the task
of forming a new government to the new
Speaker

The new Speaker resumes talks with the party leaders and
proposes a new PM, and a new government, to the Riksdag.
If more than 50% of the MPs vote against the proposal it
fails. This process can occur four times, thereafter a reelection must be held within three months.

Sep 25

The 2018/2019 Riksdag session opens

The start of the new working year.

Two
weeks
after
the
election
- Oct 9

Vote on the PM (Stefan Löfven, who has
chosen to remain in power), at latest

The Speaker decides on the exact date of the PM vote. If
more than half of the MPs vote no, Löfven resigns. If he
remains, he can form a government from Sep. 25.

Latest day to present a budget

A budget will be presented two weeks after the election. If
that proves impossible, due to a new government being in
place the budget will be presented three weeks after the
new government is in place. If an agreement is not reached
by then, the budget will be based on the current Budget Bill.

Nov 15
(at
latest)

Muted SEK reaction
Budget process could be delayed
Global media has mainly focused on the advancement of the
Swedish Democrats and the overall political gridlock. The SEK
reaction has been muted overnight. Swedish media, however,
focuses on the government formation. Today, the Alliance
leaders will meet to discuss the next step. The same holds true
for the Social Democrats. Since Löfven will remain in power, as
of now, he will have a two-week head start until the PM vote
and during this time he is expected to try to persuade the
Liberals and the Centre Party to cast down their vote. Our main
scenario is that the Liberals and the Centre Party, at least in the
initial round, will not split the Alliance. The talks between the
parties will take place in the coming weeks or months. We
neither rule out a minority government, nor a cooperation over
the blocs. A question-to-question based ruling is also possible.
Consequently, we see a high likelihood for a budget process that
starts late in the accepted time frame.

Sources: Riksdag, Election Authority & Swedbank Research
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maturity.
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etc").
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All information, including statements of fact, contained in this research report has been obtained and compiled in good faith from sources believed to
be reliable. However, no representation or warranty, express or implied, is made by Swedbank with respect to the completeness or accuracy of its
contents, and it is not to be relied upon as authoritative and should not be taken in substitution for the exercise of reasoned, independent judgment
by you.

In FX, we will only use options as directional bets and volatility bets with the restriction that we will not sell options on a net basis, i.e. we will only
recommend positions that have a fixed maximum loss

Be aware that investments in capital markets – such as those described in this document – carry economic risks and that statements regarding future
assessments comprise an element of uncertainty. You are responsible for such risks alone and we recommend that you supplement your Decisionmaking with that material which is assessed to be necessary, including (but not limited to) knowledge of the financial instruments in question and the
prevailing requirements as regards trading in financial instruments.

The analyst(s) responsible for the content of this report hereby confirm that notwithstanding the existence of any such potential conflicts of interest
referred to herein, the views expressed in this report accurately reflect their personal views about the securities covered. The analyst(s) further
confirm not to have been, nor are or will be, receiving direct or indirect compensation in exchange for expressing any of the views or the specific
recommendation contained in the report.

Opinions contained in the report represent the analyst's present opinion only and may be subject to change. In the event that the analyst's opinion
should change or a new analyst with a different opinion becomes responsible for our coverage of the company, we shall endeavor (but do not
undertake) to disseminate any such change, within the constraints of any regulations, applicable laws, internal procedures within Swedbank, or other
circumstances.
If you are in doubt as to the meaning of the recommendation structure used by Swedbank in its research, please refer to “Recommendation structure”.

This report by Macro Research, a unit within Swedbank Research that belongs to Large Corporates & Institutions, is issued by the Swedbank Large
Corporates & Institutions business area within Swedbank AB (publ) (“Swedbank”). Swedbank is under the supervision of the Swedish Financial
Supervisory Authority (Finansinspektionen).

Swedbank is not advising nor soliciting any action based upon this report. If you are not a client of ours, you are not entitled to this research report.
This report is not, and should not be construed as, an offer to sell or as a solicitation of an offer to buy any securities.

In no instance is this report altered by the distributor before distribution.

To the extent permitted by applicable law, no liability whatsoever is accepted by Swedbank for any direct or consequential loss arising from the use of
this report.

In Finland this report is distributed by Swedbank’s branch in Helsinki, which is under the supervision of the Finnish Financial Supervisory Authority
(Finanssivalvonta).
In Norway this report is distributed by Swedbank’s branch in Oslo, which is under the supervision of the Financial Supervisory Authority of Norway
(Finanstilsynet).
In Estonia this report is distributed by Swedbank AS, which is under the supervision of the Estonian Financial Supervisory Authority
(Finantsinspektsioon).
In Lithuania this report is distributed by “Swedbank” AB, which is under the supervision of the Central Bank of the Republic of Lithuania (Lietuvos
bankas).
In Latvia this report is distributed by Swedbank AS, which is under the supervision of The Financial and Capital Market Commission (Finanšu un
kapitala tirgus komisija).
This document is being distributed in the United States by Swedbank AB (publ) and in certain instances by Swedbank Securities U.S. LLC (“Swedbank
LLC”), a U.S registered broker dealer, only to major U.S. institutional investors, as defined under Rule 15a-6 promulgated under the US Securities
Exchange Act of 1934, as amended, and as interpreted by the staff of the US Securities and Exchange Commission. This investment research is not
intended for use by any person or entity that is not a major U.S institutional investor. If you have received a copy of this research and are not a major
U.S institutional investor, you are instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to
Swedbank AB (publ) or to Swedbank LLC. Analyst(s) preparing this report are employees of Swedbank AB (publ) who are resident outside the United
States and are not associated persons or employees of any US registered broker-dealer. Therefore the analyst(s) are not subject to Rule 2711 of the
Financial Industry Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S Securities and Exchange Commission (SEC) which among
other things, restrict communications with a subject company, public appearances and personal trading in securities by a research analyst.
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