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Weathering the storm: 
Maintaining a Nordic 

safe-haven

NORDIC INVESTMENT SUMMIT 2013

The Nordic region’s largest countries proved 
attractive to investors even as the finan-
cial crisis laid waste to many European 

economies. But what will it take to maintain this 
safe-haven status? How do high labour costs and 
extensive welfare states square off with the aim to 
stay competitive? How do local investors, such as 
pension funds and state agencies view the region?

 These were among the questions which the 
Reuters Nordic Investment Summit looked to 
answer. We also closely examined  financial in-
dustry regulation, both in terms of possible Nor-

dic coordination of rules and the impact of capi-
tal requirements on industry and the crucial areas 
of house prices and consumption.

To do this we spoke to a wide variety of com-
panies, some regional or even world leaders in 
their industries, and others that are innovative 
start-ups.

 Read on for highlights from the summit in-
cluding interviews with some of the region’s most 
influential entrepreneurs, executives and policy-
makers. All generated exclusively for Thomson 
Reuters clients during the event
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NORDIC INVESTMENT SUMMIT 2013

BY MIA SHANLEY AND OSKAR VON BAHR

STOCKHOLM, SEP 30, 2013

The head of Nordea (NDA.ST) said 
the Nordic region’s biggest bank 
would have plenty of capital to raise 

dividends and preferred to raise its payout 
policy rather than hand out an extraordi-
nary dividend.

Nordea, with operations both in the 
Nordics and the Baltics and a big lender 
to the shipping sector, has like many of its 
regional peers served as a safe haven for in-
vestors, offering steady growth and paying 
non-stop dividends throughout Europe’s 
financial crisis.

“We will probably raise dividends,” 
Christian Clausen told Reuters in an in-
terview at the Reuters Nordic Investment 
Summit, adding that the decision would be 
made at the end of the year.

Asked whether the bank preferred to 
pay an extra dividend or raise its payout 
policy of returning at least 40 percent of 
net profits to shareholders, Clausen said: “I 
don’t think we will make extra dividends.”

“If you want to drive long-term value, 
and create long-term value, you do not 
want to do extraordinary dividends. You 
want to create a dividend policy that is rock 
solid. That would be our preference.”

Nordea, which has a bigger market capi-
talization than Deutsche Bank (DBKGn.
DE), has a payout policy which is smaller 
than Swedbank’s (SWEDa.ST) 75 percent 
ratio, and some analysts believe it has the 
leeway to go as high as its Swedish rival.

Clausen, head of the bank since 2007, 
said while an analyst could easily make that 
calculation, it would depend on how much 
money the bank earned by the end of the 
year.

“You want to look ahead and create a 
situation where you have enough capital, 
and some possibilities to grow,” he said, 
adding that there was still some regulatory 
uncertainty.

Regulatory concerns have been inten-
sifying across the Nordics with authorities 
eyeing high levels of household debt and 
taking a closer look at how banks assess 
their own risk.

Nordea, which expected a green light on 
its advanced internal based ratings models 
for its corporate loan book earlier this year, 
will no longer speculate about when an 
approval may come through. An approval 
would help get its risk weights down, re-
leasing capital for shareholders or growth.

To rein in household lending and cool a 

booming property market, Swedish author-
ities have also been toying with the idea of 
forced amortizations and even higher risk 
weights on banks’ mortgage portfolios - as 
high as 35 percent.

The Swedish government, which last 
week sold its remaining 7 percent stake 
in Nordea saying its job was to regulate 
banks not own them, has said countercycli-
cal buffers ought to start at the high end of 
a 0-2.5 percent range due to worries over 
high household debt.

Clausen was skeptical.
“You want to use the right tool to cure 

the right problem. If you want to cure the 
problem of household debt you don’t want 
to add in more capital because it impacts 
much more small and medium enterprises 

Nordea CEO eyes higher dividends, 
prefers raising payout policy

Chief Executive Christian Clausen of the bank Nordea gestures during the presentation of the results 

for the first quarter 2013 at a news conference in Stockholm, April 24, 2013. REUTERS/SCANPIX/

JESSICA GOW
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BY SVEN NORDENSTAM AND HELENA 

SODERPALM

STOCKHOLM, OCT 1, 2013

The size of construction group Skan-
ska’s (SKAb.ST) business in the 
Americas could overtake that of its 

Nordic home markets, as it sees a surge in 
work on industrial plants as a result of the 
U.S. shale gas boom, its chief executive said 
on Tuesday.

Johan Karlstrom, speaking at Reuters 
Nordic Investment Summit, said spending 
on infrastructure, new hospitals and facili-
ties for high tech industries would contrib-
ute to its growth in the United States in the 
coming years.

But the key factor in its growth pros-
pects now is a surge in U.S. demand for 
new plants in energy-intensive industries 
such as steel, glass and fertilizer production 
to take advantage of the cheap gas flowing 

from shale.
“I don’t rule out the American part (of 

the group’s business) becoming bigger than 
the Nordic part in the future,” Karlstrom 
said. The Nordic region generated 44 per-
cent of Skanska’s revenues last year while 
North and South America accounted for 
35 percent.

Karlstrom also said Skanska was keen 
on making acquisitions in the United 
States that stood to benefit from the shale 
gas boom as well as in public infrastructure 
where years of underspend had left a grow-
ing need for new investment.

“You only have to ride around New 
York and see what it looks like -- subways, 
roads and so on are just falling apart. There 
is a huge amount of projects, bridges and 
such, not only there but across the United 
States,” he said.

Editing by Greg Mahlich

Skanska sees cheap 
shale gas boosting U.S. 
construction market

Johan Karlstrom, CEO of Swedish construction and civil engineering company Skanska, speaks during 

a news conference in Stockholm February 10, 2011. REUTERS/JANERIK HENRIKSSON/SCANPIX

to a higher extent,” he said.
“Risk weights would be better, or amor-

tization,” he said. “This is not cyclical. This 
is a very specific structural issue. To use a 
countercyclical buffer to dampen house-
hold debt is not a very good tool.”

Despite Sweden’s tough talk, Clausen 
said he believed the bank’s 13 percent core 
tier one capital goal stood up well.

In Denmark, a property bubble has al-
ready burst and Clausen said the country 
was moving nicely out of crisis mode.

“Consumer confidence is coming back 
for many reasons. House prices have 
dropped a lot, but are now moving up a bit.”

He likened it to the recovery in the 
United States.

“House prices went up, consumption 
went up and all of a sudden we had 2.5 per-
cent growth out of nowhere. And that will 
happen here as well, although maybe not 
2.5 percent,” he said.

Asked about acquisition opportunities 
in Denmark, Clausen said it was cheaper 
for the bank to grow organically.

“It is cheaper to open the door Monday 
morning and customers come in than it is 
to pay another bank for customers... Buying 
them is not the preferred route.”

Clausen expects Nordea to benefit from 
moderate growth in its main markets in the 
next two years and for the region’s safe-hav-
en status to remain despite a rising appetite 
for risk.

“I think for the foreseeable future the 
Nordics, and Nordea in particular, will be 
regarded as a safe haven, or a very strong 
and trustworthy entity.”

Reporting by Mia Shanley; Editing by Alistair 
Scrutton

http://www.reuters.com/news/video?videoChannel=118109
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BY METTE FRAENDE

COPENHAGEN, OCT 2, 2013

Two weeks into his new job as head 
of Danske Bank (DANSKE.CO), 
Thomas Borgen is confident he can 

repair the bank’s bruised image and revive 
returns for shareholders through keeping 
costs down, being more efficient and by 
sheer hard work.

Danske, Denmark’s biggest bank, has 
had a tough time along with its peers partly 
due to a burst property bubble as well as 
a struggling agriculture sector and a weak 
overall economy. On top of that, an adver-
tising campaign last year backfired and hurt 
the bank’s image with customers.

Borgan has his work cut out as a result. 
The bank’s profit growth has stagnated and 
its return on equity - a measure of profit-
ability - is half that of some rivals.

The new CEO, who took over when 
predecessor Eivind Kolding was ousted last 
month after less than two years in the job, 
said winning back customers would be key 
and that there was scope for more efficien-
cy and cost-cutting.

“We cannot over the long term accept to 
run a bank with sub-standard return to the 
shareholders,” Borgen said at the Reuters 
Nordic Investment Summit on Wednesday. 
“Through hard work every day, the image 
will slowly return.”

“The safest way for us to create share-
holder return, is to make sure that we have 
satisfied clients,” Borgen said. Once cus-
tomers are won over, investor returns would 
follow, he said.

Borgen said this would be achieved 
partly through keeping up with new tech-
nology to ensure customers can shop and 
pay bills on their phones or tablets.

Danske’s image with customers suf-
fered after its advertising campaign in the 
autumn of 2012 was widely criticized on 
social media for using the image of an “Oc-
cupy” anti-capitalist protestor to promote 
the bank.

The bank said in August it had lost 
40,000 customers in the first half of the 
year.

Danske’s image rating was the 10th 
highest in Denmark in 2005, according to 
an annual banking image rating carried out 
by Berlingske Business Magasin. This year it 
had fallen to 125th in the Berlingske ratings.

CATCHING UP
In terms of profitability, Danske Bank has 
a long way to go catch its Nordic peers. Its 
return on equity in the second quarter of 
the year was 6.2 percent, compared with 
rival Nordea’s 11.5 percent.

The bank, which has not paid a divi-
dend in five years, has set a number of tar-
gets including a return on equity above 12 
percent in 2015 and a dividend payout to 
shareholders of about 40 percent of annual 

results in 2015.
“I have no doubt that we will be able to 

achieve attractive returns to the sharehold-
ers,” Borgen said. “It is our ambition to pay 
(a) dividend as soon as possible, he said.

The bank had flagged plans to restart 
payouts this year, but those were thrown 
into doubt in June when the country’s fi-
nancial regulator asked it to use tougher 
measures to calculate risk in its corporate 
loan book.

EFFICIENCY SCOPE
While the bank has already announced big 
job cuts, Borgen said he had no doubt that 
costs could be reduced further and efficien-
cy improved.

“There is always room for improvement,” 
he said. “To some extent, I need to see if we 
can be more efficient on non-customer re-
lated items,” Borgen said.

Last year, the bank had said it would cut 
a further 1,000 jobs in addition to the 2,000 
cuts in the 2013 to 2015 period that it had 
already flagged.

Borgen also aims to get Danske’s credit 
rating upgraded. In July this year, Standard 
& Poor’s became the latest to cut the bank’s 
credit rating outlook.

“It is a clear ambition to get upgraded. 
We are working on all the levels necessary 
to get that,” Borgen said.

Borgen has no plans for a new advertis-
ing campaign for the bank. “If you ask me 
directly whether I will launch a new cam-
paign, the answer is no,” he said.

“You will not create customer experience 
or even shareholder value by launching a 
new campaign.”

Reporting by Mette Fraende. Editing by Jane 
Merriman

Danske CEO aims to repair bank’s 
image, boost returns

A man walks past a Danske bank branch in Riga 

August 1, 2013. REUTERS/INTS KALNINS
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BY BALAZS KORANYI AND JOACHIM 

DAGENBORG

OSLO, OCT 1, 2013

Budget carrier Norwegian Air Shut-
tle (NWC.OL) said its grounded 
Boeing (BA.N) Dreamliner could 

return to short haul service as soon as this 
week and is so confident in the plane it will 
probably order more.

Norwegian chief executive Bjoern Kjos 
said the Dreamliner was a better aircraft 
than advertised but Boeing was unprepared 
to cope with its teething problems.

Other budget airlines will flock to it 
once the jet’s reliability is improved because 
it has performed so well the business case 
for long haul flights is better than expected, 
he said.

Norwegian, Europe’s third biggest bud-
get airline, grounded one of its two $212 
million Dreamliners on Saturday, a month 
after delivery, calling in Boeing to fix the 
plane after a string of hydraulic and elec-
trical issues left passengers stuck at long-
haul destinations including New York and 
Bangkok.

The plane’s return to long-haul service 
depends on how it goes on short journey’s, 
he said.

“I believe that the 787 is an incredibly 
good aircraft,” Kjos said in an interview. 
“It’s even better on performance than we 
anticipated, the fuel burn is lower.”

“I feel we have been extra unlucky,” said 
the 67-year-old who once flew Cold War-
era jet fighters.

The grounding was just the latest trial for 
an aircraft that was supposed to be a game 
changer for the industry, as its light weight 
and more efficient engines were set to re-
duce fuel consumption by up to 30 percent.

But a string of electrical problems, in-
cluding battery meltdowns, forced regula-
tors to ban the jet from flight for more than 
three months this year.

Kjos said that Boeing was surprised by 
the plane’s difficulties and the firm under-
estimated how much work was required 
during its early phase of operations.

“Boeing is increasing parts stocking at 
all the airports where Norwegian flies its 
787s,” Boeing said in a statement. “Norwe-
gian will be receiving this increased parts 
stocking as an enhancement to the services 
Boeing is providing and the parts are ex-
pected to be in place in the days ahead.”

RUSHED
Norwegian started long haul operations 
this year, becoming the only European 
budget airline with flights to North Ameri-

ca and Asia but the launch was first marred 
by the delayed delivery of aircraft, then by 
the repeated breakdowns with hydraulic 
and power issues.

Norwegian may have also rushed the 
plane too quickly into service after receiv-
ing it, not scheduling a transition period 
after the delivery delay created a schedule 
crunch, he said.

Critics say Norwegian should have done 
more testing on the plane before putting it 
into long-haul service and required Boeing 
to hold spare parts at more locations. The 
delays were mainly due to Boeing having 
to ship parts to the airports were the pas-
sengers were stranded.

Better preparation by Norwegian could 
have limited the damage to the company’s 
reputation, they say.

“This is not just bad luck. It is clear that 

Norwegian’s grounded Dreamliner 
may fly again this week

CEO of Norwegian Air Shuttle, Bjoern Kjos, poses at a news conference where he spoke about the low-

cost airline’s plans to buy 222 new aircraft in Oslo 25 January 2012.  REUTERS/HEIKO JUNGE/SCANPIX
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they were not as prepared for the move into 
the more complex long haul market as they 
should have been,” Norwegian daily paper 
Aftenposten said.

Norwegian had hoped to use the advan-
tage of early access to the new large jets to 
bring a budget service to compete with es-
tablished and more expensive airlines.

But critics say fuel, which costs the same 
for all airlines, is a disproportionately high 
cost in long haul and will erase some of 
budget carriers’ advantage and eventually 
all operators will have the Dreamliner or 
the rival Airbus (EAD.PA) A350.

“Oh, 99 percent of the people said the 
exact same thing when low cost airlines 
started flying short haul,” Kjos said. “They 
said Ryanair (RYA.I) and EasyJet (EZJ.L) 
were a joke. Now the low cost carriers have 
50 percent of the market in Europe.”

Analysts were also more forgiving.
“As of today, Norwegians long distance 

flights only make out about one percent 
of the total number of passengers. So the 
attention this has gotten in the media has 
been relatively speaking, very excessive 
compared to the small part of Norwegian’s 
passengers this actually represents,” Ivar 
Andreas Lemmechen Gjul at brokerage 
Fondsfinans said.

The stock has also been resilient, falling 
just 1 percent over the past month and ris-
ing 105 percent in the past year.

Kjos said he would aim to fly his Dream-
liners 18 hours a day, more than traditional 
carriers who fly 12-13 hours, to keep his 
advantage while other budget airlines are 
still far from entering the market.

“As far as I know the Dreamliner or 
the Airbus A350 isn’t available until 2016, 
2017 at the earliest. More than likely you 
won’t get it before 2018,” he said. “So we 
have a 4 to 5 year lead on the rest of the 
pack. That’s the time frame we envisage 
that we can build up a strong operation on 
long haul.”

Editing by Anna Willard

Danish Economy Minister Margrethe Vestager, whose country currently holds the rotating Presidency 

of EU, holds a news conference at the end of an EU finance ministers meeting in Brussels February 21, 

2012. REUTERS/SEBASTIEN PIRLET

BY ERIK MATZEN

COPENHAGEN, OCT 2, 2013

The Danish economy is picking up 
more speed than expected, albeit 
from a low level, and the govern-

ment will not add fresh stimulus, Minister 
for Economic and Interior Affairs Mar-
grethe Vestager told Reuters.

The influential cabinet member, who 
is also head of the Danish Social Liberal 
Party in a three-party coalition, told the 
Reuters Nordic Investment Summit it 
would be important to limit deficit spend-
ing when negotiating the 2014 budget later 
this autumn.

The national statistics office this week 
revised second-quarter gross domestic 
product growth to 0.6 percent year-on-year 
from an original reading of 0.4 percent.

“The new figure ... showed that there is 
solid foundation for optimism and that the 
growth in the Danish economy now will 
go better than we expected in August,” Ve-

stager said.
“For the whole year of 2013 we expected 

growth of 0.2 percent compared to last year. 
I now think it can go slowly better in the 
second half of this year and continue to do 
so in 2014.”

The Danish economy was hit hard by 
the financial crisis, and banks took large 
losses when the property market crumbled, 
with several smaller financial institutions 
going bankrupt.

The central bank has forecast a fiscal 
deficit for the euro outsider of 2.0 percent 
of GDP for next year, just below the Euro-
pean Union’s 3 percent ceiling.

“The government has already gone as far 
as we can in stimulating the private sector,” 
Vestager said. “We can’t go any further if we 
want to keep the confidence of the financial 
market and by that keep the interest rate 
level low.”

Writing by Terje Solsvik; Editing by Ruth 
Pitchford

Danish economy better than 
expected, minister says
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BY RITSUKO ANDO

HELSINKI, OCT 1, 2013

Finnish pension fund Ilmarinen plans 
to cut the proportion of its equities 
portfolio it invests in domestic com-

panies over the next 10 years so it can shift 
more into emerging markets, its chief in-
vestment officer said.

Timo Ritakallio also told the Reuters 
Nordic Investment Summit that the fund 
was happy with its current stake of nearly 
2 percent in Nokia (NOK1V.HE) and that 
it planned no major change after the sale of 
the company’s handset business to Micro-
soft (MSFT.O).

Ilmarinen, the country’s second-biggest 
pension fund after Varma, has about 31 bil-
lion euros ($41.96 billion) in investments, 
and stocks form almost a third of its port-
folio. Its investment decisions are closely 
followed by the region’s financial market 
players.

Finnish firms account for about 30 per-
cent of its equities holdings, but the fund 
plans to eventually lower that proportion to 
around 20 per cent, Ritakallio said.

He said the fall in domestic equity al-
location would mean more funds would 
be invested in emerging markets such as 
China and South America.

“It is going down,” he said. “From 30 
(percent), over the next decade or the rest 
of this decade, to 20 percent or something 
like that.”

“In emerging markets, I see that in the 
long run, we will increase our investments 
there,” he said.

 The Finnish economy is one of the few 
triple-A rated economies in the euro zone, 
but fell into recession earlier this year as 
Europe’s slowdown hurt exports.

Many economists say it may be stuck in 
slow growth for years, with former technol-
ogy flagship Nokia selling off its handset 
business to Microsoft and its paper and 
metals industries struggling with sluggish 
European demand.

Ilmarinen’s top Finnish shareholdings 
include Pohjola Bank (POH1S.HE) and 
elevator maker Kone (KNEBV.HE) as well 
as Nokia.

Ritakallio said investors would likely ap-
prove Nokia’s sale of the handset business, 
noting the surge in the company’s shares, 
which have risen over 60 percent since the 
deal was announced early last month.

He added that Nokia Solutions and 
Networks (NSN), the telecom equipment 
unit that will account for around 90 percent 
of sales after the deal is closed, would make 
a solid investment.

“We are happy with our current owner-
ship. And we are owning two percent of 
Nokia,” he said. “And I see that NSN is a 
strong, global player in their own business.”

Ilmarinen’s second-quarter report 
showed it held a 1.6 percent stake in Nokia 
as of the end of June. ($1 = 0.7387 euros)

Additional reporting by Terhi Kinnunen and 
Jussi Rosendahl; Editing by Pravin Char

Finnish fund Ilmarinen to shift more to 
emerging markets

Chief Investment Officer of Ilmarinen Timo Ritakallio presents the company’s interim report in Helsinki 

August 29, 2013. REUTERS /MARKKU ULANDER/LEHTIKUVA

Follow us on Twitter:  
Twitter@reuters_summits

http://www.reuters.com/summit/Nordic13
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BY CAMILLA KNUDSEN AND BALAZS KORANYI

OSLO, OCT 2, 2013

Norway’s economic competitive-
ness is under threat so next year’s 
budget must be tight even though 

oil revenues could allow the government to 
stimulate growth, Finance Minister Sigb-
joern Johnsen said on Wednesday.

Growth this year will be slower than 
earlier thought, but it is still healthy by Eu-
ropean standards so Norway needs to save 
money for rainy days, Johnsen said at the 
Reuters Nordic Investment Summit, add-
ing the authorities should not be afraid 
to tighten banking regulations to make 
growth more sustainable.

Norway runs budget surpluses year after 
year thanks to oil revenues and has saved 
up $780 billion, or more than $150,000 
for each of its 5.1 million citizens, in an oil 
fund. Budget rules allow the government 
to spend 4 percent of the fund’s value each 
year but spending, as a portion of the fund, 
has been declining for years.

“We are in a period of reasonably good 
growth with high oil prices so ... in a situa-
tion like that, we should spend well below 4 
percent,” said Johnsen, who will present his 
last budget on October 14. “It’s important 
to take advantage of the present situation 
to build reserves and spend far less than 4 
percent.”

Johnsen’s Labor party lost elections to 
the centre-right opposition last month 
but new governments have little flexibility 
in amending budgets so incoming Prime 
Minister Erna Solberg will be for the most 
part stuck with Johnsen’s budget.

Although Norway was Europe’s best 
performing economy last year, the central 
bank has cut its 2013 mainland growth 

forecast to 1.75 percent from 2.5 percent, a 
big drop from last year’s 3.4 percent.

“Norway’s still in a very strong position 
and it would have been quite remarkable if 
one time or another low growth in Europe 
didn’t have a bigger impact on the Norwe-
gian economy,” Johnsen said.

“The weakening of the krone so far this 
year is an advantage for export industries 
that have suffered from the high cost level 
and the weak international development, 
especially in Europe,” he said.

NO BUBBLE
Johnsen welcomed the slowdown in the 
housing market, the biggest problem for 
an otherwise strong economy, but said it 
needed to slow more and there was no risk 
of a bubble bursting.

“The debt ratio in households is very 
high and a lot of households are vulnerable 
to even slight raises in interest rates,” John-
sen said. “The sharp rise in housing prices 
that we have seen the last years is not sus-
tainable for a long period of time.”

House price growth has already started 
to cool more than expected, raising fears 
among economists that the slowdown 
could lead to deflation. Property price 
growth slowed to an annual 2.6 percent in 
August from 5.7 percent in June and 8.8 
percent last December.

Still, Johnsen defended the govern-
ment’s plans to further increase capital 
requirements for banks, even if that risked 
making mortgages more expensive, cooling 
the property market further and dampen-
ing consumer spending.

“It’s been my priority to build a strong 
financial sector in Norway and the capital 
requirements that were adopted in May 
were part of that,” Johnsen said. “Drawing 
experience from our own banking crisis in 
1991 to 1993, and the global financial crisis 
from 2008, we clearly see the need to have 
strong banks.”

Additional reporting by Terje Solsvik; Editing 
by Ruth Pitchford

Norway needs tight budget despite 
economic dip: minister

EU Commissioner Michel Barnier (L) met with Norwegian ministers Sigbjoern Johnsen (C) and Trond 

Giske in Oslo March 4, 2011.REUTERS/BERIT ROALD/SCANPIX NORWAY
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BY METTE FRAENDE

COPENHAGEN, OCT 1, 2013

BlackRock Inc (BLK.N), the world’s 
largest money manager, predicts 
that Nordic countries will lead 

the way as investment in exchange-traded 
funds (ETFs) achieves unstoppable growth 
over the next few years.

ETFs are a relatively new instrument 
in the Nordics and will benefit from rising 
investor demand for multi-asset products, 
which will help to drive strong double-digit 
growth throughout Europe, BlackRock’s 
head of institutional business in Europe 
and head of Nordics said on Tuesday.

“The general growth in Europe will be 
of 20 to 30 percent per year in the next 
three to five years, and that growth is un-
stoppable,” Peter Beske Nielsen said at the 
Reuters Nordic Investment Summit.

“In the Nordics, I believe we will even 
see stronger growth as we are coming from 
a lower starting point and have some catch-
up to do. Growth could be around 40 per-
cent in the next few years.”

The $220 billion European ETF market 
lags a long way behind the $1.5 trillion in 
the United States, though BlackRock be-
lieves that there is the potential to hit $1 
trillion as the market matures over the next 
three to five years.

BlackRock had nearly $3.9 trillion in 
assets under management at the end of 
June and is the largest U.S. provider of 
ETFs through its iShares subsidiary, which 
it bought from Barclays in 2009 and now 
manages $815 billion of assets.

The iShares business controls about 39 
percent of a global ETF market that Black-
Rock believes has the potential to grow to 
$5 trillion.

EUROPEAN STOCKS YET TO PEAK
BlackRock’s optimism for Europe is not 
limited to ETFs, however. About two 
months ago it said that companies that 
make their money in Europe should out-
perform globally-focused stocks in the 
coming months. It is particularly upbeat on 
prospects for the car, airline, retail and con-
struction sectors.

“I think European shares are approach-
ing fair value, but they have emerged from 
a low starting point. I think there is still a 
little way to go,” Nielsen said.

However, market volatility remains a 
concern for BlackRock’s clients, Nielsen 
added. With uncertainty still lurking in 
many parts of Europe and in the United 
States, he said that the Nordic countries 
are still viewed as a safe haven for corporate 
bond investors.

“Investors start to focus on corporate 

bonds, and there are some healthy compa-
nies in the Nordics,” he said.

Nielsen added that navigation of tight-
ening global regulation in the wake of the 
financial crisis presents a major challenge 
for BlackRock, though he thinks that the 
proposed financial transaction tax will not 
be passed in its present form.

“There may be a much milder version,” 
he said, adding that he expects to see a new 
proposal soon. Follow Reuters Summits on 
Twitter @Reuters_Summits

Editing by David Goodman

BlackRock sees strong ETF growth 
as Nordics catch up

A screen displays the trading price for Bank of America and Black Rock stocks on the floor of the New 

York Stock Exchange, January 17, 2013. REUTERS/BRENDAN MCDERMID

http://www.reuters.com/summit/
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BY SIMON JOHNSON

STOCKHOLM, OCT 4, 2013

Widely praised for budget disci-
pline during the financial cri-
sis, cracks are appearing in the 

economies of the Nordic region.
Five years after the collapse of Lehman 

Brothers the economies of Sweden, Fin-
land, Denmark and Norway are grow-
ing sluggishly as weak euro zone demand 
crimps exports - and there are increasing 
worries about rising debts.

The IMF and central bankers have 
warned that overheated housing markets in 
Sweden and Norway threaten the kind of 
trouble that pushed Denmark into reces-
sion three times in five years.

Finland’s decline is epitomised by the 
sale of mobile phone giant Nokia to Mi-
crosoft.

“We have taken some measures but I 
believe those measures are not enough to 
change the game,” Kari Jarvinen, manag-
ing director of Finnish state fund Solidium, 
told the Reuters Nordic Summit. “We have 
to be smarter and we have to work more.”

Nordic governments have sought to hold 
down public debt and euro zone member 
Finland, whose economy contracted nearly 
a tenth during the crisis, has been particu-
larly critical of bailout recipient Greece. 
The Nordics were among a handful of Eu-
ropean countries to retain AAA status in 
their credit ratings.

Thanks to oil wealth, Norway only needs 
to issue debt to provide a benchmark for 
its corporate borrowers. Sweden’s debts are 
heading down to around 25 percent of out-
put in 2017 against an average level of 90 
percent in the euro zone.

But easy credit, mortgage tax breaks and 

housing shortages in major cities have left 
households in Norway and Sweden with 
debt levels among the highest in the devel-
oped world.

A sharp drop in prices would hit con-
sumption and push up unemployment 
while rising defaults would hurt lenders, the 
International Monetary Fund has warned.

It reckons house prices are as much as 
40 percent too high in Norway and overin-
flated by more than 15 percent in Sweden.

“The debt ratio in households is very 
high and a lot of households are vulnerable 
to even slight raises in interest rates,” Nor-
wegian Finance Minister Sigbjoern John-
sen said in an interview at the summit.

“The sharp rise in housing prices that we 
have seen the last years is not sustainable 
for a long period of time.”

Neighbour Denmark is an example of 
what happens when bubbles burst. House 
prices have dropped around 20 percent on 

average since mid-2007, dozens of smaller 
banks have failed or been forced to merge 
and GDP has yet to recover to pre-crisis 
level.

Five years after the crisis, Denmark’s 
economy is set to grow a paltry 0.3 percent 
this year.

“We are positive in the sense that we 
think we have reached the bottom,” said 
Thomas Borgen, chief executive of Den-
mark’s largest bank, Danske.

To avoid a similar crash, Norway and 
Sweden have tightened rules for borrowers 
and lenders in recent months.

Banks have to hold more capital for pos-
sible losses from mortgage lending. Bor-
rowers have to stump up more in deposits.

But such measures risk weighing on an 
already weak upturn and there is little in-
centive in Sweden to squeeze home owners 
before an election next year.

Sweden’s economy shrank 0.2 percent in 

Nordic economies showing strain as 
household debts weigh

Finland’s state investment fund Solidium Managing Director Kari Jarvinen poses for the media in 

Helsinki October 4, 2012. REUTERS /JARNO MELA/LEHTIKUVA
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the second quarter. Company bankruptcies 
there are running nearly 10 percent higher 
this year than last and up 16 percent in 
Norway.

Although Norway was Europe’s best 
performing economy last year, the central 
bank has cut its 2013 mainland growth 
forecast to 1.75 percent from 2.5 percent.

Sweden’s and Norway’s central banks 
have resisted calls to ease policy, fearing it 
would encourage households to borrow.

“The financial crisis has taught us that 
high debt levels, either in the private or 
public sector, are poison for an economy,” 
said Swedish central bank deputy governor 
Cecilia Skingsley.

CURRENCY WEIGHING ON 
COMPANIES
For exporters, this means a stronger cur-
rency has made their exports more pricey 

just when demand is weak.
Jan Johansson, CEO of Swedish tissue 

and hygiene firm SCA , said the firm’s Ort-
viken plant, where it makes publication pa-
per, was one of the world’s most productive.

“If not even that can be run profitably, 
then you have a problem. And that is all 
down to the crown,” he said.

Erik Olsson, CEO and founder of the 
Erik Olsson Fastighetsformedling, a real 
estate agency in Sweden, said measures 
under discussion such as forcing borrowers 
to pay down debt rather than just interest 
could hurt household spending.

“House prices would then drop signifi-
cantly, not because you had a bubble, but 
because of unemployment,” he said. “You 
can see how you could push the economy 
into a negative spiral.”

In Finland, industries such as paper have 
struggled to compete with Asian rivals.

Borrowing is expected to breach the Eu-
ropean Union’s limit of 60 percent of gross 
domestic product next year and rather than 
stimulating growth, the government plans 
spending cuts and tax hikes of 5 billion eu-
ros ($6.8 billion).

“The change in competitiveness between 
Germany and Finland has been quite dra-
matic and now we’re suffering from that,” 
Solidium’s Jarvinen said. 

Additonal reporting by Mette Fraende, Erik 
Matzen and Teis Jensen in Copenhagen, 
Mia Shanley, Niklas Pollard, Daniel Dickson, 
Oskar von Bahr and Johannes Hellstrom in 
Stockholm, Balazs Koranyi in Olso and Ritsuko 
Ando in HelsinkiReporting by Christina 
Fincher; London newsroom +44 207 542 7748

Nordic Housing market on the edge: The IMF has warned that housing prices are overinflated by 40 percent in Norway and 15 percent in Sweden. 

REUTERS/LEIF R JANSSON/SCANPIX
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