
2.27. SWEDEN 

Sweden’s economy rebounded strongly in the third quarter of 2020 after a steep contraction in the second 

quarter. Real GDP grew by 4.9% quarter-on-quarter, chiefly on the back of strong private consumption and 

exports. Fiscal policy supported resilience, notably through measures to bridge temporary unemployment, 

cushioning the impact of the crisis on the labour market. The economy entered the fourth quarter of 2020 on a 

strong footing, but weakened towards the end of the year as restrictions were tightened to counter the spread of 

the virus and the economies of trading partners were affected by further COVID-19-related disruptions. The 

dispersion in sector performance continued to widen in the second half of 2020. Industrial production, 

merchandise exports and the purchase of durable consumer goods drove the recovery while contact-related 

services in particular suffered from a substantial fall in turnover. This pattern is expected to continue into 2021. 

Real GDP is forecast to fall slightly in the first quarter of this year, with a subsequent recovery expected to 

gather pace only in the second half of the year, when the pandemic is expected to recede. Private consumption is 

expected to grow on the back of a resilient labour market and the boost in available spending power stemming 

from low inflation and deferred household expenditure in 2020. The outlook for investment is set to brighten in 

the wake of the projected recovery, supported by a buoyant housing market and low borrowing costs. 

Inventories should be reduced as the economy gathers pace, whereas exports are set to benefit from the expected 

recovery in Sweden’s main trading partners.  

Overall, real GDP growth is set to reach 2.7% in 2021 and pick up to 4% on average in 2022 as impediments 

dissipate and the global economy recovers. Sweden intends to use the Recovery and Resilience Facility to 

finance part of its 2021 budget, which is already included in this forecast. 

HICP inflation is expected to rise notably in the first months of 2021 due to a rebound in energy prices and the 

effects from earlier (partly crisis-related) price changes. Economic slack, lagged effects from the krona’s 

appreciation and relatively moderate multi-annual wage agreements among social partners (which extend into 

2023) are set to dampen price pressures over the remainder of the forecast horizon. The effects of COVID-19-

induced changes in the consumption basket for 2020 (which are used as weights for the HICP index in 2021) as 

well as crisis-related changes in seasonal patterns and price imputation for certain items should influence 

measured inflation in 2021. Overall, HICP inflation is expected to average 1.3% in 2021 and decrease slightly in 

2022.    
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Graph 2.27: Sweden - Real GDP growth and contributions
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