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Switzerland 

The rebound from the COVID-19 pandemic 
moderated in the fourth quarter of 2021, 
reflecting continued pandemic-related 
containment measures, weakening external 
demand and rising inflationary pressures. 
Nevertheless, output increased by about 3.7% 
in 2021, compared to a drop in economic 
activity by 2.4% in 2020. In particular, exports 
performed better than expected. On the labour 
market, short-time working schemes helped to 
contain the crisis’ overall impact on 
employment. The government adopted fiscal 
support measures amounting in total to about 
5¼% of GDP for the period 2020-21.  

       

The outlook is based on a less supportive 
international environment, in particular due to 
higher energy costs and weaker international 
environment. The main growth driver during the 
forecast period is expected to be domestic 
demand. Pent-up demand will help to keep 
consumption growth at high levels in 2022, 
while investment growth is projected to 
recover, despite uncertainties related to the 
war. In 2022 and 2023 export growth is set to 
return to average levels, as the 2021 boom 
following the COVID-19 trade shock is likely to 
petter-out. Import growth is expected to remain 

contained, leading to a small positive growth 
contribution of net exports.  

The usual strengthening of the Swiss currency 
at times of high uncertainty will help to 
partially contain the impact of higher energy 
prices on domestic inflation. Still, consumer 
price inflation is forecast to increase markedly 
above 2% in 2022 due to the external energy 
price shock, but to moderate again in 2023, 
taking into account base effects. After several 
years of low employment growth, the situation 
on the labour market is likely to rebound in 
2022 and 2023, which should bring 
unemployment rates back to pre-COVID-19 
levels.  

As the fiscal costs of fighting the pandemic are 
likely to decline, Switzerland’s public finances 
are expected to gradually return to a largely 
balanced fiscal position in 2022, while in 2023 
a minor surplus is forecast, reflecting the 
expected pettering-out of negative effects 
related to the pandemic. Thanks to largely 
balanced public accounts in 2022 and even a 
slight surplus in 2023 as well as solid economic 
growth, gross debt ratios are set to return to 
pre-pandemic levels by 2023. 

Country-specific risks to the outlook are largely 
on the downside. In particular, there is a risk 
related to the Swiss franc’s safe-haven status, 
which could lead to a rapid appreciation, 
eroding the country’s price competitiveness.  

Norway 

Despite the slowdown of economic activity at 
the end of 2021 due to the reintroduction of 
containment measures, real GDP expanded by 
3.9% after a mild contraction of 0.7% in 2020. 
The recovery was largely driven by base effects 
as well as a strong rebound in private 
consumption reflecting significantly improved 
labour market conditions and the return of 

-6

-4

-2

0

2

4

6

8

14 15 16 17 18 19 20 21 22 23

Graph II.37.1: Switzerland - Real GDP growth and 

contributions

Net exports Investment

Priv. consumption Gov. consumption

Inventories Real GDP (y-o-y%)

forecastpps. 

As the COVID-19 related rebound loses momentum, Russia’s war of aggression against Ukraine is 
posing new challenges for the EFTA countries. The economic outlook is for more moderate growth, 
reflecting weaker external demand and lower disposable income growth due to higher energy 
prices. The consolidation of public finances is also likely to be less pronounced, resulting from 
lower than initially expected revenue growth and additional measures to mitigate the economic 
and social impact of high energy prices. The risks to the forecast are largely on the downside.  
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consumer sentiment to positive territory. 
Investment fell, albeit at a much slower pace 
than in the year before. The external sector had 
a positive contribution to growth also benefiting 
from higher oil and gas prices.  

In mid-February 2022, the government 
removed all containment measures that it had 
re-imposed in December to counteract the 
Omicron variant and since then economic 
activity has been increasing rapidly. Growth is 
expected to be robust in 2022 although easing 
somewhat from 2021 due to the impact of 
Russia’s war of aggression against Ukraine. 
Increased consumer confidence combined with 
a tight labour market is set to underpin private 
consumption while investment should recover 
mainly due to a pick-up in business investment. 
House prices rose significantly by 10.5% in 
2021 and continued to increase in the first 
months of 2022. After recovering by 2.6% in 
2021, housing investment is expected to grow 
modestly in 2022 due to concurrent headwinds 
including the uncertainty about economic 
developments going forward and higher 
interest rates. Net exports are expected to 
subtract from growth, as imports are set to 
increase at a faster pace than exports, largely 
driven by pent-up domestic demand.  

        
Expansion is projected to continue in 2023, 
albeit at a slower pace mainly driven by 
buoyant household spending and investment as 
well as a positive contribution of net exports to 
growth.  

Average annual CPI inflation significantly 
accelerated to 3.5% in 2021 (up from 1.3% in 
2020) mainly driven by high electricity prices. 
In the first three months of 2022, consumer 
price inflation averaged 3.8% y-o-y, thus well 
above the central bank’s target of 2%. The 

Norges Bank’s Executive Board decided on 23 
March to raise the key policy rate by another 
25 basis points to 0.75% after lifting it from 
the historic low of 0.0% to 0.25% and 0.5% in 
September and December 2021, respectively. 

In terms of public finances, spending financed 
by petroleum revenue in 2022 is likely to be 
higher than projected in the national budget. 
The government has submitted proposals to 
increase expenditure related to measures to 
strengthen national defence capabilities, to 
help the intake of people fleeing from Ukraine 
and to prolong support for households’ 
electricity bills. The fiscal policy anticipates for 
2022 a structural non-oil deficit of 10.4% of 
mainland GDP and spending of oil revenues 
equivalent to 2.9% of the sovereign wealth 
fund’s assets.  

Domestic risks to the outlook are clearly tilted 
to the downside. Uncertainties in the property 
market and high household debt levels raise 
financial stability concerns, which are however 
alleviated by the significant capital and liquidity 
buffers held by the Norwegian banks. 
Regarding the external environment, the 
volatility of energy prices presents upside and 
downside risks, while a deterioration in growth 
prospects of Norway’s major export markets 
points to downside risks. 

Iceland 

In 2021 Iceland’s economy grew by 4.3% on 
the back of domestic consumption and 
investment. The recovery of exports was 
supported by an increasing number of tourist 
arrivals and a successful fishing season, but a 
strong rebound of imports, partially due to 
increasing investment, resulted in a negative 
contribution of foreign trade to output growth. 

The outlook is for a mild recovery to continue 
at a slightly lower rate in 2022-23. Foreign 
trade is set to be the main driver of growth in 
2022, as the exposure of Iceland’s exports to 
Russia is limited, while monthly readings and 
short-term indicators show increasing exports 
of aluminium, fisheries and tourism. Growth of 
domestic demand is set to decelerate as 
compared to 2021, due to higher commodity 
prices and higher global inflation, which will 
push up the domestic prices. 
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In line with the rebound, the unemployment 
rate is forecast to decline in 2022, but further 
developments are uncertain, as pandemic-
related hiring subsidies and collective pay 
agreements will expire in the autumn of 2022. 
In early 2022, the unemployment and labour 
force participation rates stood at their pre-
pandemic levels of 4.5% and 82%, respectively.  

     

Inflation averaged 4.4% in 2021 and 
accelerated to 6.7% y-o-y in March, 
significantly exceeding the central bank’s target 
of 2.5%. The main drivers came from import 
prices, in particular fuel, together with ongoing  

price increases in the housing market and 
strong domestic demand. In April 2022, the 
Bank of Iceland raised the key interest rate to 
2.75%. While surrounded by uncertainty, 
inflation is set to increase in 2022 due to rising 
global inflation and Russia’s war of aggression 
against Ukraine, and to moderate in 2023.  

Due to pandemic-related fiscal measures, 
which included automatic stabilisers, tax 
reductions, part-time unemployment benefits, 
firm-closure subsidies, government guaranteed 
loans to companies and increased public 
investment, the general government deficit 
widened to 8.2% of GDP in 2021. The budget 
deficit is set to narrow gradually to 2.8% in 
2023 in line with the expiry of pandemic-
related measures and improving revenue 
growth as the recovery continues.  

The balance of risks is tilted to the downside. 
Key risks stem from the uncertain global 
economic outlook, in particular global inflation 
and commodity prices. High import prices, in 
particular oil, are likely to weigh on real gross 
disposable income and consumption. Domestic 
risks relate to mismatches in the housing 
market and continuously rising housing prices. 
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Table II.37.1:

2020 2021 2022 2023 2020 2021 2022 2023 2020 2021 2022 2023

-7.1 4.3 3.4 3.3 -0.7 3.9 3.4 2.6 -2.4 3.7 2.2 2.0

-2.9 7.6 3.2 3.1 -6.6 5.0 5.5 3.8 -3.7 2.6 3.0 1.7

4.2 1.8 1.3 1.1 1.8 3.9 1.5 1.0 3.5 2.7 -0.5 -0.3

Gross fixed capital formation -9.5 13.6 4.4 5.3 -5.6 -0.3 1.9 2.1 -1.8 3.0 2.0 3.0

Exports (good and services) -30.2 12.3 14.3 7.9 -1.2 4.8 5.0 3.5 -6.0 12.5 4.8 4.7

-21.6 20.3 12.6 7.5 -11.9 2.0 8.5 4.1 -4.5 5.3 5.6 5.1

GNI (GDP deflator) -6.7 4.4 3.4 3.3 0.2 4.5 3.3 2.6 -2.4 4.4 2.2 2.0

Contribution to GDP growth: Domestic demand -2.5 7.3 3.1 3.2 -4.0 3.1 2.9 2.1 -2.0 2.4 2.0 1.6

Inventories 0.2 -0.1 0.0 0.0 -0.4 -0.1 0.9 0.1 1.1 -3.7 0.0 0.0

Net exports -4.8 -2.9 0.4 0.1 3.7 0.9 -0.4 0.3 -1.5 5.0 0.3 0.4

Employment -4.7 2.1 1.6 1.5 -1.6 1.3 2.1 1.0 - -0.5 0.2 1.2 1.0

Unemployment rate (a) 5.5 6.0 5.5 5.3 4.4 4.4 3.6 3.5 4.8 5.6 4.6 4.2

3.0 7.3 7.4 5.6 1.6 4.5 3.0 3.0 -0.8 3.7 1.0 1.2

5.6 5.0 5.5 3.7 0.8 1.8 1.7 1.4 1.2 0.2 0.0 0.2

7.9 4.0 4.4 4.5 20.1 19.1 20.0 19.7 : : : :

GDP deflator 3.6 5.8 5.4 3.7 -3.6 16.9 5.9 3.3 -0.5 1.4 2.5 1.2

2.8 4.4 5.6 3.8 1.3 3.5 3.2 2.0 -0.7 0.6 2.3 1.2

-1.3 6.2 -0.1 -0.1 -21.7 59.8 10.5 2.6 -2.9 2.6 -0.3 -0.1

-3.1 -5.1 -5.7 -6.4 -0.9 11.7 14.2 15.0 8.1 13.6 13.7 13.8

Current account balance © 1.7 -0.5 -0.1 0.0 1.1 15.3 17.4 18.2 2.2 9.0 9.0 9.1

-8.7 -8.9 -4.4 -2.8 -2.6 9.1 6.9 6.5 -2.8 -0.7 0.0 0.5

58.8 53.2 53.3 51.6 45.9 43.2 39.1 36.6 27.9 27.2 26.1 24.7

General government balance (c)

General government gross debt (c )

(a) as % of total labour force. (b) gross saving divided by adjustd gross disposable income. (c)as a % of GDP.

Compensation of employee/head

Unit labour cost whole economy

Saving rate of households (b)

National index of consumer prices

Terms of trade goods

Trade balance (goods) (c)

Imports (goods and services)

Main features of country forecast - EFTA

Iceland Norway Switzerland

(Annual percentage change)

GDP

Private Consumption

Public Consumption




