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SUMMARY
As we begin to approach the end of the first half of the year, the second Economic Outlook report shows that our businesses' tendency remains in a booming
state – and the tendency is strongest within manufacturing. Following Russia's invasion of Ukraine, the GDP growth forecasts of the region's key markets
have been revised downwards. However, despite this down tune the outlook is fairly good. Employment in the region has increased at a record rate over the
past year and unemployment is down to levels that are perceived as a normal situation in modern times. At the same time, the number of job vacancies is
record high and the number of redundancies is historically very low. The region's hospitality sector continues to show clear improvements, however, there is
still a long way to go before a normal state can be reached. The concerns ahead, however, involve the current world situation, disturbances in global supply
chains, lack of skilled labour and a rising inflation with the risk of higher future interest rates.

TRADE AND INDUSTRY
REAL GDP GROWTH – FORECAST 2022-2023 (IN %) FOR SWEDEN AND
SOME OF THE GOTHENBURG REGION’S KEY EXPORT MARKETS
As we wrote in the previous Economic Outlook report, there was a risk that the GDP
growth in the Gothenburg region's key markets could probably be adjusted
downwards by about 0.5 percentage points as all forecasts at the time were made
before Russia's invasion of Ukraine. This indication then, is very close to the current
forecasts (from the period April-May), which show that all our key markets have
dampened expectations.
The United States, which is the Gothenburg region's largest export market, is
expected to grow by 3.3 per cent in 2022. But the current situation for the US
economy indicates a different development. With inflation above 8 per cent, the Fed
is expected to raise its benchmark interest rate several times during the year. At the
same time, preliminary figures show a decline in the US GDP growth of 1.4 per cent
during the first quarter of the year. Unemployment has fallen sharply in the United
States since the outbreak of the pandemic, but between March and April 2022,
unemployment is stagnant at 3.6 per cent. The current situation gives indications that
the US economy is slowly moving towards a period of stagflation, with rising inflation
and low economic growth. China remains the market with the strongest economic
growth expectations in 2022 at 4.8 per cent. However, the country's lockdowns during
the Omicron outbreak, particularly in Beijing and Shanghai, have affected the
country's economic growth as millions of residents have been forced to stay at home.
The Nordic economies along with Germany were previously expected to grow by
around 3 to 4 per cent in 2022. However, with the revised forecasts, growth is now
expected at just over 2 per cent. The exception is Norway, which with its oil production
has benefited from the current world situation and the country is forecast to have an
economic growth of 3.7 per cent this year. The GDP growth of the UK has also been
revised downwards, from 4.5 per cent to 3.9 per cent. In terms of the Eurozone,
expectations are clearly lower in this forecast period compared to before and average
GDP growth rate ends up at just over 3 per cent. Overall, our export weight for GDP
growth in key markets shows an overall growth of 3.2 per cent in 2022. Compared
with the previous Economic Outlook report, this indicates a decrease in GDP growth
in our key markets with 0.6 percentage points. In addition, we see a risk that the
actual outcome might be slightly lower than the consensus forecast of 3.2 per cent.
Despite dampened GDP growth rates in our key markets, expectations are still pretty
decent for 2022. The ongoing war between Russia and Ukraine has troubled large
parts of the world and left deep wounds in Europe. Moreover, we see that some
concerns clearly affect the Gothenburg region and on our key markets. Among other
things, the ongoing war in Europe and more temporary stops in value chains of the
global market (due to the pandemic) have resulted in rising energy and commodity
prices, higher inflation and as a result of this development also an increased pressure
for higher interest rates. We still see that the production of our export-intensive
businesses can be affected by disruptions in the production of vital inputs, e.g. in
Germany and Asia.
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Source: EU, Nordea and SEB (May 2022), IMF and Swedbank (April 2022), OECD and
Handelsbanken (March 2022)
* Average of the five last forecasts in the summary produced by the National Institute of Economic
Research based on data from the EU, Nordea, SEB, Confederation of Swedish Enterprise and
the Riksbank (28 April – 16 May 2022).

ECONOMIC TENDENCY INDICATOR FOR BUSINESSES IN THE
GOTHENBURG REGION – FIRST QUARTER 2022
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In the National Institute of Economic Research's compilation of the latest forecasts
for Sweden's GDP growth, expectations for the country have been dampened since
our previous Economic Outlook report. Russia's war with Ukraine, rising inflation with
following upward adjustments of the interest rate and a certain weakening in the world
market are some of the underlying factors for the dampened expectation of the
Swedish economy. The average of the five most recent forecasts for Sweden's GDP
growth in 2022 shows that the economy is expected to grow by 2.5 per cent. This is
significantly lower compared to the 3,4 per cent growth that we reported in the
previous Economic Outlook. The expected Swedish GDP growth for 2022 is still
slightly stronger than the average growth for the 2000s at 2.2 per cent. The Swedish
economy is expected to be clearly weaker than in Norway, slightly better than in
Finland and on a par with Denmark. Swedish economic growth in 2022 is still
expected to remain below the average for the Eurozone.
The economic tendency indicator for Sweden increased in May 2022 and the current
state of the private sector is strong. Within the services sector, the tendency indicator
remained unchanged, and the tendency remains stronger than normal. Retail trade’s
tendency indicator rose again with a more optimistic view on the sales volume ahead.
The economic tendency indicator for manufacturing increased significantly explained
by smaller stocks, stronger order backlogs and more optimistic production plans. The
tendency continues to weaken within construction and is mainly due to a somewhat
weaker view on the size of the backlog. The tendency within construction is, however,
still stronger than normal.

1,533 companies in Gothenburg region’s
business environment got the survey.
752 companies answered, which gives a
response rate of 49 per cent. Survey
period:
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31 March – 20 April 2022

ECONOMIC TENDENCY INDICATOR FOR BUSINESSES IN THE
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The National Institute of Economic Research's survey for the first quarter of 2022
shows that the situation for the Gothenburg region's businesses strengthens
somewhat compared to the fourth quarter of 2021 and the tendency is still very
strong. The economic tendency indicator remains at 111.9 (+5.1 units on an annual
basis), which indicates that companies continue to experience a period of ‘boom’ (see
the interval interpretation to the right).

CONSTRUCTION IN GOTHENBURG REGION, CURRENT AND COMING
The tendency within the construction sector in the Gothenburg region has been
strong for a long period of time and continues to be strong in the first quarter of 2022.
A few more of the construction companies state that the construction volume has
increased during the first quarter. The survey also shows that more construction
companies (net balance 35) currently experience a lower construction volume due to
labour shortages. On the other hand, somewhat more of the construction companies
state that the number of employees has decreased in the most recent period. In the
latest forecast from the Swedish Construction Federation, the outlook lists several
concerns, where among other things, a potential cement crisis, uncertainties about
material costs and weaker household economies are some of the concerns.
Moreover, housing construction in Sweden in 2022 is expected to decrease by 17 per
cent compared with 2021. Despite this, more construction companies (net balance
24) in the Gothenburg region experience that the backlog has currently increased.
The outlook for the region's construction sector looks optimistic, especially in terms
of construction volume. Considerably more companies (net balance 38) expect an
increased construction volume during the second quarter. The number of employees
within construction is also expected to increase as more companies (net balance 19)
state a need to hire more staff. The construction sector's economic tendency indicator
for the first quarter of 2022 stops at 108.3, which indicates a normal, yet strong
economic tendency.

Overall, the region's commerce sector (incl. E-commerce, etc.) was in a boom during
large parts of 2021, but with new restrictions during the fourth quarter of 2021, the
situation within the sector slowed to a strong normal economic tendency. After the
restrictions were lifted in February 2022, the tendency again picked up strongly within
commerce. The economic tendency indicator for the first quarter was at 110.2,
indicating that the commerce companies are experiencing a boom. More commerce
companies state that sales and number of employees have increased compared to
those who state that it decreased during the first quarter. Even when it comes to
profitability, the proportion of commerce companies with increased profitability is still
seen to be greater than those experiencing a decrease.
Looking ahead, commerce companies remain optimistic and both sales and number
of employees are expected to increase. Considerably more commerce companies
(net balance 41) expect increased sales during the second quarter. In addition, more
commerce companies (net balance 21) plan to hire staff in the coming period. The
situation for the region's retail stores continues to improve. Among other things, the
number of visits in Gothenburg's Inner City during the first quarter of 2022 increased
by 44 per cent, from 5.3 to 7.6 million, compared with the same period in 2021.

The economic tendency for the manufacturing companies in the Gothenburg region
has been very strong during the last four quarters - and the situation remains much
strong also in the beginning of 2022. With an economic tendency indicator at 115.9
for the first quarter of 2022, manufacturing is the sector with the strongest tendency
in the region. Despite the fact that the production volume decreased slightly during
the first quarter, the capacity utilized is still relatively high at 71 per cent. In terms of
number of employees, considerably more manufacturing companies (net balance 58)
state that they have employed staff during the first quarter. A large share of the
companies also state that their profitability has increased (net balance 51).
The production volume is expected to rise slightly ahead and at the same time as
many manufacturing companies (net balance 47) are expected to employ staff during
the second quarter. The survey for the first quarter also shows that some factors have
tended to limit the present state of production. Among other things, more than 70 per
cent of the manufacturing companies state that lacking materials and equipment have
limited their production. An example is Volvo Cars, which in May, once again
announced that certain shifts will be stopped temporarily due to a lack of materials.

The services sector in the Gothenburg region experiences the first quarter of the year
as a good period to conduct business. In terms of demand for services, considerably
more services companies (net balance 36) say that the demand for their services has
increased during the quarter. Profitability and the number of employees within the
services sector have also clearly improved in the current situation. It is worrying,
however, that approximately half of the services companies state that labour
shortages limit their present operations.
The outlook is very optimistic as considerably more services companies (net balance
44) predict that demand for their services will rise ahead. Also, a large share of the
services companies (net balance 47) state that they are expected to employ more
staff during the second quarter of 2022. The region’s services sector is currently
experiencing a stronger than normal tendency and the indicator remains at 108.2.
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LABOUR MARKET

The Gothenburg region's companies experience a very strong economic tendency
currently and demand for skilled labour remains high across all sectors. We see that
job growth is currently strong and that new jobs continue to be added to the region's
job market.
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UNEMPLOYED AND PEOPLE IN LABOUR MARKET POLICY PROGRAMMES PERCENTAGE OF THE WORK FORCE AGED 16 TO 64
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Unemployment in the region continues to decline in May and is at the present lower
than for the period 2014-2019, when the average unemployment rate was at 5.8 per
cent in the region. In May 2022, unemployment was at 5.7 per cent in the Gothenburg
region (-1.4%-points annually). Just above 30,400 people are unemployed or in
labour market policy programs in the Gothenburg region. Of these people, just over
38 per cent are domestically born and about 62 per cent are foreign-born. In the
Stockholm region, unemployment was at 6.3 per cent (-1.3%-points annually) and in
the Malmö region at 8.9 per cent (-1.6% units annually). Unemployment in Sweden
remains at 6.7 percent (-1.2%-points annually).
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During the last quarter, we see that employment has grown sharply within
manufacturing and knowledge-intensive business services. Yet, job growth is strong
also within commerce, transportation and the hospitality sector. Among other things,
Scandic announced that it is hiring 120 people for the new hotel in Platinan in central
Gothenburg, which opens this summer. Polestar also announces that the workforce
in Gothenburg will be further expanded as the company will grow its digital
department by 100 employees, from today's around 500 to 600 employees. In March,
the Australian truck manufacturer H2X Global announces that it places its European
headquarters in Gothenburg. The goal for the company is to produce hydrogenpowered fuel cell trucks and in the long term, about 200 jobs can be added to the
establishment. In addition, a number of major development projects are underway in
the Gothenburg region. The largest is the investment of Northvolt and Volvo Cars in
a battery factory in Torslanda (about 3,000 jobs). Other projects with a great job
potential are the development around Säve Airport, GoCo in Mölndal and Link40 in
Härryda.

EMPLOYMENT INDICATOR - PERCENTAGE CHANGE IN NUMBER OF
EMPLOYED ON ANNUAL BASIS
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In several of our Economic Outlook reports in 2021 and in this year's first Economic
Outlook report, we have observed a strong job market in the Gothenburg region - and
our view of the state of employment is confirmed in Statistics Sweden's LMT survey
for the first quarter of 2022. At the end of the first quarter of the year, job growth in
the Gothenburg region was at 3.8 percent on an annual basis. Just over 549,000
people were employed, which can be compared with just over 529,000 people in the
same period the year before. The increase in the Gothenburg region shows that job
growth is close to one percentage point stronger than in the Malmö region and
Sweden as a whole, and almost in level with the job growth in the Stockholm region.
Job growth in the Stockholm region remains at 3.9 percent and the corresponding
figure in the Malmö region shows a job growth of 3 percent.
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The unemployment rate continues to fall for all the groups we follow in the
Gothenburg region’s labour market during the first five months of 2022. The largest
decrease in unemployment is seen among foreign-born people, but also among
youths. In May 2022, for example, unemployment among foreign-born youths was at
15.7 per cent (-4.9%-points annually). However, the level of unemployment is, despite
sharp reductions, still very high for foreign-born young people, but also for the entire
group of foreign-born people, which in May 2022 was at 14.2 per cent (for Sweden
as a whole the corresponding figure was 16.7%). For the total group of youths aged
18-24, the unemployment rate remained at 6.1 per cent in May (-2.7%-points on an
annual basis).
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NEW VACANCIES FOR PERMANENT POSITIONS AND REDUNDANCIES
IN THE GOTHENBURG REGION - THREE-MONTH ROLLING AVERAGE
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Since the beginning of the Covid-19 pandemic, we have seen that redundancies
within the Gothenburg region have both increased and decreased in a record manner.
For the period February to April 2022, the redundancies remain at a very low level
with an average of 98 redundancies per month (a decrease of just over 39%
annually). The average number of redundancies per month for the most recent period
is well below the median for the 2000s at 302 redundancies per month, and is
registered as the second lowest level for redundancies in the Gothenburg region
since 1993. For the month of April 2022 alone, no redundancies were made in the
Gothenburg region.
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The most recent period shows that the newly registered vacancies for permanent job
positions in the Gothenburg region's labour market continues to increase at a record
pace. In the previous Economic Outlook report we noted the highest number of new
vacancies since 1993, but that result is now topped by the new vacancies in the most
recent period. During the period February to April 2022, an average of approximately
13,000 newly registered vacancies for permanent job positions were advertised per
month in the Gothenburg region. This corresponds to an increase of about 107 per
cent compared with the same period a year before. Most newly registered jobs with
a permanent job position are still advertised within business services, followed by the
health care and care sector, commerce and education (note that there may be some
duplication in the new job vacancy statistics, but the indicator is still assessed to be
relevant to follow).
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Since the pandemic outbreak and up until the most recent period, unemployment is
at a lower level than before the pandemic. In the last few months, the Gothenburg
region's labour market has recovered very strongly. Moreover, compared to the other
two Swedish metropolitan regions, the Gothenburg region continues to have the
lowest level of unemployment.
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OTHER INDICATORS
PRICE DEVELOPMENT OF FLATS AND HOUSES, APRIL 2022
COMPARED TO 1, 3, 6 AND 12 MONTHS BACK IN TIME
In JLL's real estate market data for the first quarter, the vacancy rate for offices in
Gothenburg continues to increase. During the first quarter of 2022, Gothenburg listed
10.3 per cent vacant space for offices, which is 1.7 percentage points higher on an
annual basis. The largest increases, on an annual basis, are seen in Eastern and
Western Gothenburg. In Gothenburg’s Central Business District (CBD), the office
vacancy rate reaches 9.6 per cent. 92,000 m2 office space was completed during the
first quarter of 2022 (all in Norra Älvstranden, CBD and the remaining Inner City).
Just over 250,000 m2 is under production for completion in 2022-2024, mostly in the
remaining Inner City, but also in Norra Älvstranden and Mölndal. Office rents, on an
annual basis, increase in most districts of Gothenburg, yet they remain unchanged in
Norra Älvstranden, remaining Hisingen and in Eastern Gothenburg (refers only to
prime rents).

In Valueguard's May summary for housing prices in April 2022, we see that both the
short term and long term prices for flats increase. House prices in the Gothenburg
region, on the other hand, have fallen in the past month. In April 2022, the prices of
flats increased by 3.8 per cent on an annual basis in Gothenburg. The corresponding
figure in Stockholm was an increase of 8.2 per cent, whereas the increase in flat
prices in Malmö stopped at 7 per cent on an annual basis. Compared to March 2022,
flat prices have increased in Malmö, increased marginally in Gothenburg and
decreased in Stockholm.
In terms of house prices in the metropolitan regions, the Stockholm region sees the
largest increase with 7.5 per cent on an annual basis, followed by the Malmö region
(+3.9%) and the Gothenburg region (+3.0%). In the very short term, house prices
decrease in all three metropolitan regions, yet the largest fall is seen in the
Gothenburg region.

The most recent period shows that both bankruptcies and affected employees in the
region continue to decrease. During the period February to April 2022, 158
companies in the Gothenburg region filed for bankruptcy, which corresponds to a
marginal decrease of 0.6 per cent compared with the same period a year before. The
bankruptcies during the latest period have primarily affected businesses within
commerce, but also other sectors such as business services and construction.
In terms of affected employees, as due to bankruptcy, we see a continued distinct
decrease in the latest period. Between February and April 2022, 186 employees in
the Gothenburg region were directly affected when their employers filed for
bankruptcy (which corresponds to a decrease of just over 36% on an annual basis).
Business services is the sector with the most affected employees (about a quarter of
the people affected by a bankruptcy). Moreover, the sectors construction,
manufacturing and mining and commerce also have a large share of the affected
employees in the most recent period.

Travels to and from the Gothenburg region continue the process of recovery. During
the period February to April 2022, Gothenburg Landvetter Airport had an average of
just over 268,000 air passengers per month (+579% on an annual basis). However,
even if the percentage increase in air passengers is large, we still have to cautiously
interpret the latest development as the comparison period is very weak. Of the air
passenger journeys made in the most recent period, 15 per cent are domestic
journeys, 80 per cent are European journeys and the remaining 5 per cent comprise
of journeys to the rest of the world.
The hospitality sector in the Gothenburg region continues to show clear improvements in the most recent period, despite the restrictions imposed with the Omicron
outbreak. During the first quarter, the number of guest nights spent at the region's
hotels, hostels and campsites increased by approximately 101 per cent. Even if the
increase is large, we must keep in mind that the comparison period is a weak quarter.
Looking at the first quarter, an average of approximately 230,000 guest nights per
month were spent in the region, of which about 43,000 guest nights per month were
from foreign visitors. The recent development is somewhat below what a normal
situation for this particular period can be. For example, during the first quarter of the
period 2008-2019, an average of 237,000 guest nights were spent per month in the
region. However, compared to the corresponding figure for the period 2015-2019,
when an average of 274,000 guest nights were spent in the Gothenburg region, the
result for the first quarter 2022 is well below. The occupancy rate (which here only
refers to hotels) in the Gothenburg region, also shows that the situation for the
region's hospitality sector has improved. During the first quarter of 2022, the
occupancy rate was at 38 per cent, which can be compared to 19 per cent for the
corresponding period in 2021. For March 2022 alone, the occupancy rate was at 51
per cent.

Trends in the consumption of durable goods, such as the number of newly registered
cars, is an important indicator when assessing the state of the private economy.
During the first quarter of 2022, approximately 8,000 new cars were registered in the
Gothenburg region (-13.2% on an annual basis). In April 2022, just over 2,600 new
cars were sold, which is a weak sales figure for that particular period.
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NUMBER OF BANKRUPTCIES AND AFFECTED EMPLOYEES IN
THE GOTHENBURG REGION, BY SECTOR
February – April 2022
Sector

Bankruptcies

Affected employees

Commerce

33

24

Business services

27

44

Construction

26

34

Transportation and warehousing

13

17

Hotels and restaurants

7

8

Information and communication

7

17

Manufacturing and mining

6

26

Property

6

1

Other service companies

5

11

Energy and the environment

3

0

Other sectors

25

4

Gothenburg region total

158

186

Source: Statistics Sweden and Growth Analysis

SUMMARY OF THE ECONOMIC SITUATION IN THE GOTHENBURG REGION –
COMPARISON WITH CORRESPONDING PERIOD PREVIOUS YEAR
Indicator

2022

2021

Change

Economic tendency, Q1

111.9

106.8

+5.1 units

Employed persons, Q1

549,300

529,400

+3.8%

Total 16-64 years

5.7%

7.1%

-1.4%-p.

Domestically born 16-64 years

2.9%

4.0%

-1.1%-p.

Foreign-born 16-64 years

14.2%

16.7%

-2.5%-p.

Total 18-24 years

6.1%

8.8%

-2.7%-p.

Domestically born 18-24 years

3.9%

6.0%

-2.1%-p.

Foreign-born 18-24 years

15.7%

20.6%

-4.9%-p.

12,868

6,224

+106.7%
-39.1%

Unemployment, May

Job vacancies, Feb-Apr (monthly average)
Redundancies, Feb-Apr (monthly average)

98

161

1,061,234

1,051,244

+1.0%

10.3%

8.6%

+1.7%-p

Number of bankruptcies, Feb-Apr

158

159

-0.6%

Affected employees, Feb-Apr

186

292

-36.3%

Population, Q1
Vacancy rate for offices in Gothenburg, Q1

New car registrations, Q1

8,055

9,278

-13.2%

Air passengers, Feb-Apr (monthly average)

268,055

39,477

+579.0%

Guest nights, Q1 (monthly average)

230,215

114,292

+101.4%

Source: National Institute of Economic Research, Statistics Sweden, Swedish Public Employment
Service, JLL, Growth Analysis, Swedish Transport Agency and Swedish Agency for Economic and
Regional Growth

Business Region Göteborg (BRG) strives to achieve sustainable growth and employment in the Gothenburg region’s 13 municipalities. The report is based
on analyses conducted by BRG and compilations of surveys and other sources, with the latter including Statistics Sweden, the Swedish Public Employment
Service, National Institute of Economic Research, Valueguard, Growth Analysis, Swedish Agency for Economic and Regional Growth and the Swedish
Transport Agency. Unless stated otherwise, the statistics refer to our member municipalities: Ale, Alingsås, Gothenburg, Härryda, Kungälv, Kungsbacka,
Lerum, Lilla Edet, Mölndal, Partille, Stenungsund, Tjörn and Öckerö. The contact persons for the Economic Outlook Report are Henrik Einarsson, Head
of Establishment, and Peter Warda, Senior Analyst. The report and all tables and charts can be downloaded from www.investingothenburg.com.
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