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The Riksbank’s business survey in
May 20221

According to the major Swedish companies, economic activity continues
to be strong. The manufacturing sector is particularly satisfied with the
situation. Many respondents, mainly in the manufacturing sector, men-
tion that they have never experienced such a favourable economic situa-
tion as now. The economic situation in the construction sector is gener-
ally weaker than in other sectors, but it is still somewhat better than nor-
mal. At the same time, there is an overall emphasis on the current uncer-
tainty, which is making it difficult to assess future developments. The
economic situation in six months’ time is expected to be weaker than to-
day.

Production and supply disruptions are continuing to affect the compa-
nies” operations. In addition, Russia’s invasion of Ukraine and the subse-
guent sanctions are deemed to have exacerbated the situation, as have
the closures of China’s ports and factories, aimed at curbing the pan-
demic. Most respondents now also believe that the disruptions will last
at least six more months.

For almost all companies, costs are continuing to increase sharply, partic-
ularly for purchasing and transport. There is also concern that the

2023 wage bargaining rounds will lead to higher wage costs than in previ-
ous collective agreements. According to the companies, the outcome of
the wage bargaining rounds is expected to determine whether inflation
remains high.

Many respondents believe that they will be able to continue to raise
sales prices in step with rising costs, and price plans one year ahead re-
main on a high level. However, scope for raising prices is largely deter-
mined by how demand for goods and services will develop. It is uncertain
how large the effects of the high inflation and economic policy will be on
household consumption. Many companies are therefore doubtful about
how much they will be able to raise prices in the future.

L During the period 28 April-11 May, the Riksbank held interviews with 41 companies in the manufacturing,
construction, trade and service sectors, as well as trade associations. The Riksbank’s Business Survey is pub-
lished on the Riksbank’s website. All quotations in this report are from companies participating in the sur-
vey.
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“We're at full throttle”

Companies general consider that the current economic situation is strong. The situa-
tion remains largely unchanged since the February survey, but it continues to be sig-
nificantly stronger than normal (see Figure 1). Manufacturing companies in particular
are satisfied with the situation. Many respondents also mention that they have never
experienced such a favourable economic situation as now. The economic situation in
the construction sector is generally weaker than in other sectors, but it is still some-
what better than normal.

Diagram 1. Economic situation and economic risks
Index (left scale) and net figures (right scale)
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Note. The index figures show a standardised value (mean = 100 and standard deviation = 10) of
the net figures for companies that say that the economic situation is currently good or bad and
those that say that the economic situation will be better or worse in six months’ time. The red
line, the economic situation in six months’ time, has been moved forward two quarters. The
series for the economic situation has been smoothed out with a moving average based on
three observations. The columns show the net figures for companies that say that the risks to
economic development are currently greater or smaller than normal. As more business surveys
than normal were conducted in 2020, there are observations for all quarters.

“We’re in tricky territory right now”

Companies consider that the risks to economic development have increased since the
survey in February (see Figure 1). As in the past, companies mention risk factors such
as the future development of the pandemic, problems with logistics and supply
chains, and the lack of semiconductors and other input goods. Russia’s invasion of
Ukraine occurred shortly after the end of the interview period in connection with the
February business survey. The war and the subsequent sanctions are now mentioned
as a significant uncertainty factor for the economic situation in the future, as are
closed ports and production facilities in China aimed at curbing the pandemic. All of
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these risk factors are exacerbating uncertainty and making it difficult for companies to
plan and take decisions on their operations.

Many respondents in the manufacturing sector are finding it difficult to imagine that
the economic situation can get much stronger than it is now. However, when the
economy is peaking, or at least close to it, the risks of the situation deteriorating also
increase: “There is a greater risk of change now.” There are also concerns about how
the high inflation and economic policy may affect the development of demand and
the economy, particularly in the trade sector. This uncertainty is also making it more
difficult to assess how economic activity will develop and respondents are therefore
cautious in their long-term forecasts. Overall, however, they expect that the economic
situation in six months’ time will be weaker than today (see Figure 1).

“Despite the disruptions, results are exceptionally good”

Companies are generally satisfied with profitability (see Figure 2). The strong demand
has contributing to it largely being possible to transfer the increased costs to custom-
ers. In addition, some companies in the manufacturing and transport industries point
out that the production and supply disruptions have increased customer acceptance
of price increases. They have thus been able to raise sales prices more than costs have
increased, which has improved profitability. For the temporary employment sector,
the disruptions, together with the uncertainty about economic developments, have
strengthened the demand for several of their services and thus also profitability.
These include hiring out labour, such as warehouse workers and drivers, to deal with
disruptions. Demand and profitability are continuing to develop strongly for IT con-
sultants and consultants focused on the manufacturing industry.

Companies’ investment plans remain above the historical average (see Figure 2).
There are several reasons for this. Firstly, there is a reluctance to cancel large and
longer-term investment projects, especially if they are expected to increase productiv-
ity and profitability. Secondly, companies are discussing a continued need for invest-
ment in IT and logistics, together with investments to speed up the green transition.
For example, they mention investments in battery factories and the production of en-
vironmentally friendly fuels, wind power and other renewables. Investments in IT and
logistics are expected to increase companies’ productivity, while green investments
are aimed more at meeting demand. Investments associated with fossil fuels, on the
other hand, are being met with little interest from financiers. The fact that companies’
investment plans are in a higher gear than normal could also to be interpreted as
showing a degree of optimism about economic developments, at least in the longer
term.
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Diagram 2. Companies’ overall response patterns
Index
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Note. The responses to the questions are plotted along ‘spokes’ in the figure, where an index
figure closer to the centre is worse. Increased risks to economic activity are assumed here to
be deteriorations and thus entail a lower index figure. Stocks refer to stocks of finished goods
and reduced stock size means a higher index figure. The historical average is calculated from
the date when the question concerned was first included in the survey. The terms -3m and
+3m refer to the most recent three months and the coming three months respectively. The
term +6 m refers to the coming six months.

“An upswing of a rarely-seen type”

Demand for companies in the manufacturing industry started to fall in early 2019 and
the pandemic outbreaks over the following year weakened economic activity further.
Subsequently, at the end of 2020, industrial activity recovered “surprisingly quickly”
and several respondents have described the last year as “a strong upswing”. Some re-
spondents that have long been active in the sector mention that they have never ex-
perienced such a favourable economic situation as now. Several are experiencing gen-
erally good demand from all regions and markets. Nevertheless, the strongest de-
mand is being seen from North America, while it is not as strong from Europe, alt-
hough companies are generally satisfied with this level too.

New orders for manufacturing companies have generally increased over the past
three months (see Figure 2). Several respondents also say that they currently have
more orders than normal. There is a frustration that manufacturing is not able to
meet demand: “We have a huge backlog and the orders are continuing to arrive.” De-
layed or missed deliveries are continuing to disrupt production and one respondent
states, “as positive as our new orders are, things are equally problematic on the deliv-
ery side”.
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Increased demand for housing is boosting construction
activity

The economic situation in the construction industry is generally considered satisfac-
tory, but is still lower than during the boom years of 2016-2018. At the start of 2019,
construction activity began to deteriorate and this continued until the beginning of
2021, when there was a renewed upturn. As in the past, increased demand for hous-
ing has improved economic activity. Demand for public construction, including schools
and care and retirement homes, has continued to develop steadily. During the pan-
demic, demand for commercial construction declined sharply but is now increasing,
primarily for logistics properties but also for offices. Demand for infrastructure and fa-
cilities, which was sustained by increased public sector orders during the pandemic, is
continuing to develop steadily. Overall, the inflow of orders developed well over the
start of the year, but companies fear that it may weaken in the period ahead. The
large construction companies currently have no stopped orders, which can occur dur-
ing periods of higher prices for construction materials and uncertain economic devel-
opment. In general, the order stock extends into 2023, but companies are keen for
more “long-term” construction projects to come in to stabilise operations further.

“Put simply, we’ve had two years of disruptions”

Companies are continuing to report various disruptions that are affecting their opera-
tions. Like previously, they are finding it difficult to obtain certain goods within a rea-
sonable period of time, including various input and electronic goods. They are also
concerned about the strong price development of many goods. Similarly, the logistical
problems are continuing, with a shortage of containers, port capacity, container ships
and road transportation, for example. The ongoing supply and production shocks are
seen as the lingering effects of the pandemic, at the same time as these are generally
considered to have been aggravated by Russia’s invasion of Ukraine, as well as by the
closures of ports and factories in China in recent months.

Slightly more companies than in February feel that the disruptions have affected op-
erations to a major extent over the past three months, while slightly fewer are experi-
encing a minor impact and the number of companies considered unaffected has in-
creased slightly. Overall, the situation has not changed much since the February sur-
vey. A majority of companies estimate that this disruption will last at least six more
months, as shown in Figure 3. The companies’ view of the situation is made clear by
the quote “we expect things to be difficult all this year, at least”. This is partly due to
new events such as the war and lockdowns. At the same time, companies assess that
it will take more time to address logistics problems and shortages of goods, vehicles,
ships and warehouses. For example, one respondent mentions that it will take at least
three years for production to start up at a new semiconductor factory. It also takes a
long time to manufacture new container ships and rebuild ports to remove conges-
tion. Sometimes, this is also something of a Catch-22. More goods vehicles are
needed for transportation but, at the same time, there is a lack of semiconductors
and other input goods for them. Several respondents believe that the war may be
prolonged and that sanctions against Russia and Belarus will remain in place for a long
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time. Even if it is a long time before the disruptions disappear, many people believe
that they will gradually decrease.

Diagram 3. How long do you think the disruptions will continue to affect your
business?

Percentage of companies
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W Up to six months
M Six months or longer

Note. The figure shows the responses from all companies stating that they have experienced
disruptions in the past three months. The actual question is given in the figure heading.

“In the past we planned, now we react”

Over time, companies have generally become better at dealing with disruptions but,
in many cases, it is a question of countering them in the best possible way. Orders are
now being placed earlier, the monitoring of orders has increased, contracts have been
signed with new suppliers and transport companies, and certain technical adjust-
ments are being made to new input goods when necessary. Several business leaders
in the manufacturing sector point out that recent years’ disruptions show the im-
portance of having a “broad supply chain”, which is defined as several independent
and geographically dispersed subcontractors for the same input good. One respond-
ent believes that “we will never go back to being as lean as we were before”. In order
to reduce vulnerability further, respondents are seeking to reduce dependence on
China and the rest of Asia, which is considered a “very large shift” from previous busi-
ness strategies. This is also a question of reducing geopolitical risks and speeding up
the green transition within production. It is also noted that good shock management
requires not only relocation but also increased flexibility in organisations and in-
creased use of new technologies and data.
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“The war has exacerbated the prevailing situation”

Russia’s invasion of Ukraine and the subsequent sanctions have mainly affected Swe-
dish companies indirectly. In addition to a general increase in uncertainty, the indirect
effects mainly consist of shortages of raw materials, metals, food, wood products,
electricity, fuel and other more or less processed input goods and higher prices for
these. In addition to oil and natural gas, mention is made of nickel, aluminium, palla-
dium, steel, wood floors, plywood, packaging materials, wheat, maize, sunflower oil,
feed and fertiliser. Many lorry drivers are from Ukraine and the war therefore means
an increased shortage of this occupational group in the European transport market.
Increased efforts have been required of lawyers and purchasers to interpret the sanc-
tions rules correctly and to make adequate sanction assessments when purchasing
various input goods. Care is required in this work to avoid ‘reputational risks’ that may
arise in the event of a misjudgement. At the same time, the sanctions mean a larger
supply of goods for other countries, which is seen as positive for the electronics trade,
for example.

The direct effects are considerably less, since most respondents have only had small
operations in Russia, Ukraine and/or Belarus, which they have quickly been able to
close down or pause. However, a few have had quite extensive operations there that
have been phased out over a short period of time, which has resulted in costs in the
form of write-downs of accounts receivable, and cancellation of employment and
rental contracts. They are still paying rent and wages in Russia, while they lack reve-
nue from it. It is also highly uncertain whether companies will be able to extract their
existing stocks from Russia. However, most respondents have managed to redirect
goods on their way to Russia, even though customs, administration and relabelling of
goods have been costly: “It was a simple decision to leave Russia, but a complicated
decision in other ways.”

“Customers only have one wallet”

Many trading companies are uncertain about how much of an impact high inflation
and economic policy will have on demand for goods and services. There is clear con-
cern that households will consume less in the future. One business leader says, “Cus-
tomers only have one wallet.” With increases in the prices of non-durables, housing
costs and other necessities, the scope for consumption of durable goods may be re-
duced. One respondent in the non-durable goods segment believes that “households
will have it tougher” and that they will have to prioritise between different purchases
and expenditures to a greater extent. At the same time, the trade sector’s costs, par-
ticularly for purchasing and transport, are continuing to rise. Several companies are
also concerned about the development of the krona and the effects it may have on
purchasing costs.
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Household-related trade in consumer electronics and construction materials, which
had strong sales figures during the pandemic, is now facing somewhat weaker de-
mand. At the same time, the corresponding trade directed at companies is facing con-
tinued strong demand. In the non-durable goods segment, whose sales also increased
during the pandemic, a return to more normal demand is expected. In addition, de-
mand for cheaper goods is increasing. The shift from luxury to budget, so-called ‘trad-
ing down’, is also visible in the clothing trade.

Sales of travel, restaurant visits and hotel nights, which developed weakly during the
pandemic, have increased and are expected to continue to do so. There is talk of a
pent-up need for this type of service and it is expenditure that households will priori-
tise to a fairly high degree going forward, according to the tourism industry. The fol-
lowing quote is very telling: “It is clear that customers are now allowing themselves a
little more luxury than usual.” Ahead of the summer, companies in this sector note
that the current uncertain geopolitical situation may lead to a slightly higher domestic
demand than normal. Last summer, many people chose to spend their holidays in
Sweden because of the pandemic. At the same time, it remains to be seen whether
foreign travellers will return to Sweden to the same extent as before the pandemic.

“We get plenty of applications, but they don’t match the
skills requirements”

The workforce is considered appropriate in relation to production and demand. The
uncertain economic situation going forward is contributing to a certain degree of cau-
tion in the recruitment plans of companies that “do not want to be left with too many
employees” if the economic situation deteriorates. The general shortage of labour is
not considered excessive, but there is a significant shortage of specialists, experienced
staff and skilled professionals. These include “skilled salesmen”, drivers, engineers
and data engineers. Several respondents point out that in many cases, applicants for
vacancies do not match the requirements. Many of them also talk about a high turno-
ver of staff. They find it difficult to retain staff who can easily change jobs because of
favourable conditions in the labour market and thus increase their salaries.

The high turnover of personnel, shortage of skills in high demand and uncertainty
about the future are driving demand for the services of temporary workers and, in
particular, demand for staffing services. There is also strong demand for recruitment
services, which can be interpreted as indicating “Our customers have confidence in
the future because they are daring to recruit.” At the same time, customer companies
are signalling uncertainty about how much of the staffing companies’ services they
will be demanding in the future.

“The 2023 wage rounds will decide whether we remain
in a high-inflation economy”

Wages are largely locked in existing collective agreements, which will help to keep
wage increases back this year and at the beginning of next year. However, some wage
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drift will be added and this is expected to continue to increase in the next

twelve months. Companies testify, among other things, to job seekers requiring
higher entry wages to compensate for the high inflation. One company manager
notes, “With high inflation and several collective agreements in principle locked for
another year, one can only adjust one’s salary by changing jobs or threatening to do
so.” It is a situation that not only helps to drive up wage drift but also staff turnover.
Another explanation for the increased wage drift is that, at present, companies are
paying a lot for IT staff and other specialist skills that are highly competitive. There is
concern among companies over large wage increases in the forthcoming collective
agreements, and wage bargaining is expected to be both “tough” and “sweaty”. “We
will not be able to resist” assesses one respondent.

Costs have “increased, increased, increased”

Almost all companies say they have experienced a sharp increase in costs over the
past three months. One manager says, “I have never before experienced such high
cost inflation”. The increases are described as both large and individual, but also as
smaller and frequent, which is caught by the quotes “100% cost increases” and “a
steady stream of price notifications”. The manufacturing industry mainly mentions in-
creased costs for input goods, commodities, transport and energy. In the retail trade
too, companies are talking about increased purchasing and transport costs. Addition-
ally, the weak Swedish krona is considered an important explanation for their in-
creased costs. They also mention that purchasing costs have increased in most prod-
uct groups and the fact that, at supply level, there are “many companies who are tak-
ing their chance” to raise prices. In the services sector, the development of costs is
particularly affected by rising wages due to the shortage of labour and the fierce com-
petition for it. Moreover, companies report that the war and lockdowns, which have
resulted in additional shortages of certain goods, are also an important explanation
for the increased costs.

“We are raising prices much more frequently now than
we’ve ever done”

Companies are planning for further increases in sales prices over the next

twelve months and the one-year price plans remain at a high level (see Figure 4). How-
ever, price plans vary slightly between companies. Some envisage broad increases
over more or less the whole range in future, while others see more selective ones. To
avoid the risk of losing customers, it is primarily sales prices for more unique and less
competitive products that are being raised. Some believe that price differentiation
will become more important when inflation increases, since households will then seek
lower prices to a greater extent. Keeping certain prices down will be a way of attract-
ing customers and gaining market shares when prices in general are increasing. Many
also point out that they are increasing prices more frequently than usual, while at the
same time having fewer discounts, promotions and reduced prices.
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Diagram 4. The companies’ assessment of sales prices for the coming twelve months
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“Going forward, customers will not accept price
increases so easily”

Strong demand and rising purchasing costs are expected to contribute to higher sales
prices going forward (see Figure 5). Competition is again mentioned as a dampening
factor for price developments in the period ahead, especially among household-re-
lated companies. They point out that today’s broad price increases are making house-
holds more aware of prices, which in turn is contributing to tougher competition be-
tween companies, for example in the non-durable goods and clothing trade. Ulti-
mately, this leads to somewhat subdued price plans. There is a clear concern about
households’ reduced scope for consumption and how they may choose to change
their consumption behaviour when “wallets are shrinking”. The non-household re-
lated companies state that there has been no concern regarding raising prices so far,
but given the recent sharp increases, some are now doubtful as to whether it will be
equally easy to increase prices further in the future.

10



THE RIKSBANK’S BUSINESS SURVEY MAY 2022

Diagram 5. Driving forces behind pricing in the twelve months ahead
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panies. Household-related companies refers to the trade sector and those companies that

mainly sell services to households. The item ‘Other’ includes, among other things, spare capac-

ity, marginal changes, productivity growth, exchange rates and transport costs.
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About the Riksbank’s Business Survey

The Riksbank’s Business Survey aims to reflect developments in prices and economic activity in the
manufacturing, construction and trade sectors and some service sector segments. As only a few
players account for a very large part of the Swedish business sector, relatively few interviews can
provide information about a large part of the sector. Many of the interviewed companies also pro-
vide information about other parts of the business sector through their contacts with, for example,
small and medium-sized enterprises.

Over 300 companies have taken part in the survey since it was started in 2007. In the surveys carried
out during the period 2007-2019, around 30 companies were interviewed in February every year
and around 45 companies in May and November. The interviews were carried out by Riksbank staff
during visits of around one hour. Because of the pandemic and its effects on the economy, the Riks-
bank held a total of eight rounds of telephone and video interviews with companies and trade asso-
ciations in 2020. Nowadays, between 30 and 50 companies and trade associations are interviewed
on each occasion. As of May 2022, part of the interviews are once again being conducted in the form
of visits. The interviews are, as a rule, conducted with members of the company's management. The
discussions give the companies an opportunity to develop their answers and the interviewer the
chance to ask more detailed follow-up questions. From time to time, specific questions are asked
about current issues in monetary policy. The response rate for the survey is high and is often around
95 percent.

The results of the survey are usually presented in a report published on the Riksbank’s website
three times a year. The report for May 2022 presents the results of interviews with 41 companies
and trade associations, which were mainly held in the period 28 April-11 May. Unless otherwise
stated, the figures in the report present the companies' responses weighted in terms of the respec-
tive companies’ number of employees in Sweden. The indexes in the diagrams capture upturns and
downturns in the pattern of responses well. These responses are then combined with the compa-
nies’ reflections during the interviews.

A more detailed description of the survey can be found on the Riksbank’s website: Hokkanen, Melin
and Nilson (2012), “The Riksbank’s Business Survey — a quick indicator of economic activity”, Sveri-
ges Riksbank Economic Review 2012:3.

http://archive.riksbank.se/Documents/Rapporter/POV/2012/rap pov_artikel 3 121017 eng.pdf
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