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Economic Growth 

¶ Mainland GDP grew by 2%-3% through 
2010 and in the first half of this year. 

¶ Private consumption spending has been 
an important contributor to overall 
growth, with consumption expanding by 
3% in 2010 and 2011. 

¶ Public consumption has been more 
subdued, rising by 1%-2% during the 
past twelve months. 

¶ Investment spending has accelerated in 
2011 and has grown by 6% in the past 
twelve months. Dwelling investment has 
been the dominant driving force. 

¶ Real net exports have been a negative 
influence on economic activity with 
exports falling in 2010 and 2011. 

¶ Oil prices are high and have boosted the 
terms of trade. This has provided 
support for economic activity. 

Consequences of Economic Growth 

¶ The current account has been in a very 
sizeable surplus in recent years thanks 
to high oil exports. The surplus is 
currently close to 15% of GDP 

¶ Employment began growing after the 
resumption of economic growth in 2009. 
Employment rose by 1% during the past 
year. 

¶ The growth in employment has helped 
to marginally reduce unemployment. 
The rate of unemployment has declined 
towards 3% which is low by Norwegian 
standards and very low relative to 
current levels in many other countries. 

¶ Firms have been reporting a rebound in 
the rate of capacity utilisation during the 
past two years. Capacity utilisation is 
still not high by historical standards. 

Real Mainland GDP 

(%y-o-y) 
 Sep-10 Dec-10 Mar-11 Jun-11 
Consume 3.2 3.0 2.3 3.4 
Govt 2.4 2.4 1.3 1.6 
Invest 1.0 0.9 11.4 5.8 
Stocks* -1.6 1.0 3.4 -3.2 
Exports -3.7 -4.6 -6.3 -2.4 
Imports 8.2 6.9 16.2 0.4 
GDP 2.8 2.2 1.9 2.7 
 

* Stocks are contribution to growth
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Inflation 

¶ Consumer price inflation has declined 
back below the central bankôs 2.5% 
target. 

¶  ñCore inflationò has also fallen and has 
been close to 1% during the past twelve 
months. 

¶ The price of imports has been declining 
during the past year which has 
suppressed overall inflation. 

¶ Wage inflation has been 3%-4% during 
the past year. This rate of nominal wage 
inflation implies real wage growth of 3%. 

¶ Mainland labour productivity has grown 
by 2% in the past year. Overall labour 
productivity has been lower and unit 
labour cost inflation has been 4% y-o-y. 

Government Policy 

¶ The government accounts, boosted by 
high oil revenues, have been running 
substantial surpluses. These surpluses, 
which have exceeded 10% of GDP for 
most of the past decade, have been 
channelled into the Pension Fund. 

¶ Because the Pension Fund is invested 
offshore, the currency flows from the 
large current account surplus have been 
sterilised. 

¶ Sizeable government surpluses have 
moved the Government into the position 
of being a substantial net creditor. Net 
assets now exceed 160% of GDP. 

¶ The Norges Bank has raised the official 
rate by more than 1% from the 2009 
trough but real interest rates are still 
barely 1%. 

¶ The exchange rate is strong, driven in 
part by the weakness in the British 
pound and the Swedish krona. The high 
exchange rate has contributed to the 
tightening of monetary policy. 

Other Developments 

¶ Monetary conditions have become less 
conducive to growth as policy has 
tightened but current monetary 
conditions are still consistent with 
economic growth of 2%-4% p.a. 

¶ Credit and money supply growth has 
been strong with both having risen in the 
past year to 5%-10%. 
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