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Nordic Cyclical Barometer
Industrial optimism






According to Danske Bank’s Nordic Cyclical Barometer, industrials remain optimistic
although industrial confidence in the Nordic countries has generally fallen slightly.
The barometer shows that industrials in three of the four countries still take an
optimistic view of the economic situation. In Denmark, Norway and Sweden, the
barometer indices (3-month moving average) remain above zero, although they fell to
3.7, 6.1 and 2.7 in February. In Finland, the index rose to -9.3. Although it is still
negative, the Finnish index has been rising over the past four months, and it is now
higher than the year-earlier level.

Key trends


Although the cyclical barometer
indices fell in Denmark, Norway
and Sweden in February,
industrials are still optimistic.



Although the barometer indices are still far from pre-crisis levels, it is worth noting
that indices have climbed steadily in most countries over the past year, and it seems
that the effects of the resurgent European debt crisis are fading.

In Finland, the index is at its
highest level for a long time,
although it is still negative.



The Nordic countries depend heavily on exports – particularly industrial exports.
Most of their exports go to other European markets, and consequently, it is important
that the eurozone is no longer in recession, with positive growth rates recorded for the
past three quarters. Improved economic growth equals increased demand for goods
manufactured in the Nordic countries.

Nordic industrials benefit from
the recent improvement in
economic conditions in Europe,
which strengthens their export
potential in neighbouring markets.



Production indices have been
rising in Finland, Norway and
Sweden, but falling in Denmark in
recent months.



Order books have been increasing
steadily in Denmark, Norway and
Sweden during the past year, but
are flat in Finland.



The current crisis between the Ukraine and Russia may create some uncertainty about
the outlook for the Finnish economy, as Finland trades considerably with Russia. Our
data, however, precede the crisis.



In terms of the sub-indices, production indices are rising in Finland, Sweden and
Norway, while the Danish index has fallen slightly recently although it remains
positive. Even though industrials generally report increasing stocks, order indices are
higher than last year’s levels. So the increase in production is also caused by
improved order books, which in turn suggests that economic activity is picking up in
the Nordic region.

Growing industrial confidence in the past year
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The Cyclical Barometer in detail
Nordic Cyclical Barometer
Positive production indices in all Nordic countries
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Nordic Cyclical Barometer is a
standardised leading indicator for
industrial developments in the
four Nordic economies.



The barometer is based on
existing data from the national
business confidence indices
published by EcoFin and the
Purchasing Managers Index (PMI)
published by DILF in Denmark,
Swedbank in Sweden and NIMA
in Norway.



The barometer is a weighted
composite of sub-indices of
production, stocks and order
books.



In contrast to the official indices,
the Nordic Cyclical Barometer is
a composite, which better
facilitates a comparison of the
cyclical situation of industrials
across the Nordic countries.



There is usually a close
correlation between the trends in
the Cyclical Barometer and GDP
growth in a given quarter.
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Stocks increasing in Denmark, Finland and Sweden, but decreasing in Norway
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Order book indices rising in Denmark, Norway and Sweden
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The Cyclical Barometer in figures
Nordic Cyclical Barometer – components and composite (3-month moving average)
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Nordic Cyclical Barometer
(cont’d)


A net figure above zero indicates
growth stronger than in a normal
business cycle situation.



In the production category, a net
figure above zero means that an
overweight of companies reports
production growth in the past
three months.



In the stocks category, a positive
net figure means that an
overweight of companies reports
a lower-than normal inventory.
This has a positive effect on the
composite cyclical barometer
because the companies are
expected to increase production
to increase their stocks.



In the order book category, a
positive net figure means that an
overweight of companies reports
improvement in their order books,
which is expected to increase
their production.



The composite cyclical barometer
is calculated as a simple average
of the three sub-categories
production, stocks and order
book.

Sources: Macrobond Financial and Danske Bank
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Disclosure
This research report has been prepared by Danske Bank. Danske Bank is under supervision by
the Danish Financial Supervisory Authority. Danske Bank has established procedures to
prevent conflicts of interest and to ensure the provision of high quality research based on
research objectivity and independence. These procedures are documented in the Danske Bank
Research Policy. Employees within the Danske Bank Research Departments have been
instructed that any request that might impair the objectivity and independence of research shall
be referred to Research Management and to the Compliance Officer. Danske Bank Research
departments are organised independently from and do not report to other Danske Bank
business areas. Research analysts are remunerated in part based on the over-all profitability of
Danske Bank, which includes investment banking revenues, but do not receive bonuses or
other remuneration linked to specific corporate finance or debt capital transactions. Danske
Bank research reports are prepared in accordance with the Danish Society of Investment
Professionals’ Ethical rules and the Recommendations of the Danish Securities Dealers
Association. Financial models and/or methodology used in this research report
Calculations and presentations in this research report are based on standard econometric tools
and methodology as well as publicly available statistics for each individual security, issuer
and/or country. Documentation can be obtained from the authors upon request. Risk warning
Major risks connected with recommendations or opinions in this research report, including as
sensitivity analysis of relevant assumptions, are stated throughout the text. Expected updates
Nordic Outlook is a quarterly forecast, but new statistical data may give rise to changes in our
views on individual economies. First date of publication. Please see the front page of this
research report.

Disclaimer
This research has been prepared by Danske Bank. It is provided for informational purposes
only. It does not constitute or form part of, and shall under no circumstances be considered as,
an offer to sell or a solicitation of an offer to purchase or sell any relevant financial
instruments (i.e. financial instruments mentioned herein or other financial instruments of any
issuer mentioned herein and/or options, warrants, rights or other interests with respect to any
such financial instruments) (‘Relevant Financial Instruments’). The research report has been
prepared independently and solely on the basis of publicly available information that Danske
Bank considers to be reliable. While reasonable care has been taken to ensure that its contents
are not untrue or misleading, no representation is made as to its accuracy or completeness and
Danske Bank, its affiliates and subsidiaries accept no liability whatsoever for any direct or
consequential loss, including without limitation any loss of profits, arising from reliance on
this research report. The opinions expressed herein are the opinions of the research analysts
responsible for the research report and reflect their judgement as of the date hereof. These
opinions are subject to change and Danske Bank does not undertake to notify any recipient of
this research report of any such change nor of any other changes related to the information
provided in this research report. This research report is not intended for retail customers in the
United Kingdom or the United States. This research report is protected by copyright and is
intended solely for the designated addressee. It may not be reproduced or distributed, in whole
or in part, by any recipient for any purpose without Danske Bank’s prior written consent.
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