Classic centre-left redistributive policy announced in the spring budget bill
Small f’cast revisions & lower gov’t net lending (2018)
Muted market reaction on the budget bill, later NDO’s lending requirement may be higher
The additional expenditures for 2018 are approx. SEK 7.5bn, which in a budget perspective is small (just
below 0.2% of GDP). As stated in our preview, the biggest appropriation was for increased migration costs
to compensate municipalities for previous outlays and a support to allow unaccompanied minors to stay in
their municipalities (SEK 5.1 bn). Beyond this, the budget bill encompasses classic centre-left redistributive
policy with spending on welfare, the labour market and the environment. The government’s future policy
intentions show that equality and low income households, as well as welfare, education and security, are
in focus in the election and over the next term, if re-elected. The government also notes that demographic
pressures will cause a need for additional monetary contributions to municipalities.
The effects on GDP from the additional reforms for 2018 are expected to be limited (of the SEK 7.5bn only
SEK 2.6bn is “new” money). The labour shortage in the public sector is alarming and over time the
employers have been creative in circumventing the obstacles (e.g. reduced requirements for experience).
We expect that much of the stimuli for this year will be put in place but it will be hard to reach the full
economic potential due to labour contraints etc. We note that the government in its forecasts has kept a
bright view of the Swedish economy but it lacked a more extended dicussion on the housing market
development. The GDP growth for 2018 is expected at 2.9 % (cal. adj)., which is above Swedbank’s forecast
of 2.7%. We also note that the general government net lending for 2018 is revised down but it is above the
new surplus target for both 2018-19. We expect higher spending after the election and therefore we are
less optimistic of the budget surplus ahead. The Maastrich debt continues to fall and is expected to register
just below the debt anchor in 2019.
As expected the spring budget bill contained few surprises. The additional money that will be spent 2018
was in large already known and the financial market market hence accepted the news quietly. The SEK is
stronger but on the back of decent Mäklarstatistik. As highlighted in our previous analysis the added
spending was in large unforeseen by the National Debt Office (NDO) when its February forecast was
published. When we summarise 2018, the budget surplus could thus be below NDO’s expectations and
cause the borrowing requirement in the bond market to go up somewhat in 2019, leading to higher
Swedish long-term yields.
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Swedbank Macro Research, a unit within Large Corporates & Institutions, bases the
research on a variety of aspects and analysis.
For example: A fundamental assessment of the cyclical and structural economic,
current or expected market sentiment, expected or actual changes in credit rating,
and internal or external circumstances affecting the pricing of selected FX and
fixed income instruments.
Based on the type of investment recommendation, the time horizon can range
from short-term up to 12 months.
Recommendations in FX and fixed income instruments are done both in the cash
market and in derivatives.
Recommendations can be expressed in absolute terms, for example attractive
price, yield or volatility levels. They can also be expressed in relative terms, for
example long positions versus short positions.
Regarding the cash market, our recommendations include an entry level and our
recommendation updates include profit and often, but not necessarily, exit levels.
Regarding recommendations in derivative instruments, our recommendation
include suggested entry cost, strike level and maturity.
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
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In the United Kingdom this communication is for distribution only to and directed
only at "relevant persons". This communication must not be acted on – or relied on
– by persons who are not "relevant persons". Any investment or investment
activity to which this document relates is available only to "relevant persons" and
will be engaged in only with "relevant persons". By "relevant persons" we mean
persons who:
Have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Promotions Order.
Are persons falling within Article 49(2)(a) to (d) of the Financial Promotion
Order ("high net worth companies, unincorporated associations etc").
Are persons to whom an invitation or inducement to engage in investment
activity (within the meaning of section 21 of the Financial Services and
Markets Act 2000) – in connection with the issue or sale of any securities –
may otherwise lawfully be communicated or caused to be communicated.
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.
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 Decision-making 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.
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”.
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.
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 Swedbank Research, a unit within LC&I, internal guidelines are implemented in
order to ensure the integrity and independence of the research analysts.
For example:
Research reports are independent and based solely on publicly available
information.
The analysts are not permitted, in general, to have any holdings or any
positions (long or short, direct or via derivatives) in such Financial Instruments
that they recommend in their investment analysis.
The remuneration of staff within the Swedbank Research department may
include discretionary awards based on the firm’s total earnings, including
investment banking income. However, no such staff shall receive
remuneration based upon specific investment banking transactions.
An investment recommendation is normally updated twice a month.
This material may not be reproduced without permission from Swedbank Research,
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physical or legal persons who are citizens of, or have domicile in, a country in which
dissemination is not permitted according to applicable legislation or other
Decisions.
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