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					Basic statistics of Denmark, 2014


					
					 (Numbers in parentheses refer to the OECD average)*

				

				
					
						
							
									
									
										LAND, PEOPLE AND ELECTORAL CYCLE
									

								
							

						
						
							
									
									Population (million)

								
									
									5.6

								
									
									

								
									
									Population density per km²

								
									
									129.9

								
									
									(34.9)

								
							

							
									
									Under 15 (%)

								
									
									17.4

								
									
									(18.1)

								
									
									Life expectancy (years, 2013)

								
									
									80.4

								
									
									(80.5)

								
							

							
									
									Over 65 (%)

								
									
									18.2

								
									
									(16.0)

								
									
									Men 

								
									
									78.3

								
									
									(77.8)

								
							

							
									
									Foreign-born (%, 2013)

								
									
									8.5

								
									
									

								
									
									Women

								
									
									82.4

								
									
									(83.1)

								
							

							
									
									Latest 5-year average growth (%)

								
									
									0.3

								
									
									(0.6)

								
									
									Latest general election

								
									
									June

								
									
									2015

								
							

						
					
					
						
							
									
									
										ECONOMY
									

								
							

						
						
							
									
									Gross domestic product (GDP)

								
									
									

								
									
									

								
									
									Value added shares (%)

								
									
									

								
									
									

								
							

							
									
									In current prices (billion USD)

								
									
									346

								
									
									

								
									
									Primary sector

								
									
									1.1

								
									
									(2.5)

								
							

							
									
									In current prices (billion DKK)

								
									
									1943

								
									
									

								
									
									Industry including construction

								
									
									23.3

								
									
									(26.4)

								
							

							
									
									Latest 5-year average real growth (%)

								
									
									0.7

								
									
									(1.9)

								
									
									Services

								
									
									75.6

								
									
									(71.1)

								
							

							
									
									Per capita (000 USD PPP)

								
									
									46.4

								
									
									(40.2)

								
									
									

								
									
									

								
									
									

								
							

						
					
					
						
							
									
									
										GENERAL GOVERNMENT
									

									Per cent of GDP

								
							

						
						
							
									
									Expenditure

								
									
									56.0

								
									
									(42.3)

								
									
									Gross financial debt

								
									
									60.0

								
									
									(115.5)

								
							

							
									
									Revenue

								
									
									57.4

								
									
									(38.5)

								
									
									Gross financial debt (Maastricht definition)

								
									
									44.8

								
									
									

								
							

							
									
									

								
									
									

								
									
									

								
									
									Net financial debt

								
									
									4.9

								
									
									(71.7)

								
							

						
					
					
						
							
									
									
										EXTERNAL ACCOUNTS
									

								
							

						
						
							
									
									Exchange rate (DKK per USD)

								
									
									5.6

								
									
									

								
									
									Main exports (% of total merchandise exports)

								
									
									

								
									
									

								
							

							
									
									PPP exchange rate (USA = 1)

								
									
									7.5

								
									
									

								
									
									Machinery and transport equipment

								
									
									26.4

								
									
									

								
							

							
									
									In per cent of GDP

								
									
									

								
									
									

								
									
									Food and live animals

								
									
									16.7

								
									
									

								
							

							
									
									Exports of goods and services

								
									
									53.4

								
									
									(53.8)

								
									
									Miscellaneous manufactured articles

								
									
									14.6

								
									
									

								
							

							
									
									Imports of goods and services

								
									
									47.3

								
									
									(49.8)

								
									
									Main imports (% of total merchandise imports)

								
									
									

								
									
									

								
							

							
									
									Current account balance

								
									
									7.7

								
									
									(0.01)

								
									
									Machinery and transport equipment

								
									
									31.2

								
									
									

								
							

							
									
									Net international investment position

								
									
									43.1

								
									
									

								
									
									Miscellaneous manufactured articles

								
									
									15.9

								
									
									

								
							

							
									
									

								
									
									

								
									
									

								
									
									Manufactured goods

								
									
									13.4

								
									
									

								
							

						
					
					
						
							
									
									
										LABOUR MARKET, SKILLS AND INNOVATION
									

								
							

						
						
							
									
									Employment rate for 15-64 year-olds (%)

								
									
									72.8

								
									
									(65.7)

								
									
									Unemployment rate, Labour Force Survey (age 15 and over) (%)

								
									
									6.6

								
									
									(7.3)

								
							

							
									
									Men

								
									
									75.8

								
									
									(73.6)

								
									
									Youth (age 15-24, %)

								
									
									12.6

								
									
									(15.1)

								
							

							
									
									Women

								
									
									69.8

								
									
									(57.9)

								
									
									Long-term unemployed (1 year and over, %)

								
									
									1.7

								
									
									(2.5)

								
							

							
									
									Participation rate for 15-64 year-olds (%)

								
									
									78.1

								
									
									(72.7)

								
									
									Tertiary educational attainment 25-64 year-olds (%)

								
									
									35.8

								
									
									(33.5)

								
							

							
									
									Average hours worked per year

								
									
									1 436

								
									
									(1 770)

								
									
									Gross domestic expenditure on R&D (% of GDP)

								
									
									3.1

								
									
									(2.4)

								
							

						
					
					
						
							
									
									
										ENVIRONMENT
									

								
							

						
						
							
									
									Total primary energy supply per capita (toe)

								
									
									2.9

								
									
									(4.1)

								
									
									CO2 emissions from fuel combustion per capita
										(tonnes, 2013)

								
									
									6.9

								
									
									(9.6)

								
							

							
									
									Renewables (% of TPES)

								
									
									27.8

								
									
									(9.1)

								
									
									Water abstractions per capita (1 000 m3)

								
									
									0.1

								
									
									

								
							

							
									
									Fine particulate matter concentration (PM2.5, μg/m3, 2013)

								
									
									11.4

								
									
									(13.8)

								
									
									Municipal waste per capita (tonnes)

								
									
									0.8

								
									
									(0.5)

								
							

						
					
					
						
							
									
									
										SOCIETY
									

								
							

						
						
							
									
									Income inequality (Gini coefficient, 2012)

								
									
									0.249

								
									
									(0.308)

								
									
									Education outcomes (PISA score, 2012)

								
									
									

								
									
									

								
							

							
									
									Relative poverty rate (%, 2012)

								
									
									5.4

								
									
									(10.9)

								
									
									Reading 

								
									
									496

								
									
									(496)

								
							

							
									
									Median equivalised household income (000 USD PPP, 2012)

								
									
									27.3

								
									
									(22.1)

								
									
									Mathematics

								
									
									500

								
									
									(494)

								
							

							
									
									Public and private spending (% of GDP)

								
									
									

								
									
									

								
									
									Science

								
									
									498

								
									
									(501)

								
							

							
									
									Health care, current expenditure (2013) 

								
									
									10.4

								
									
									(8.9)

								
									
									Share of women in parliament (%, December 2015)

								
									
									37.4

								
									
									(27.7)

								
							

							
									
									Pensions (2011)

								
									
									8.5

								
									
									(8.7)

								
									
									Net official development assistance (% of GNI)

								
									
									0.85

								
									
									(0.37)

								
							

							
									
									Education (primary, secondary, post sec. non tertiary, 2012)

								
									
									4.7

								
									
									(3.7)

								
									
									

								
									
									

								
									
									

								
							

						
					
				
					
					Better life index: www.oecdbetterlifeindex.org

				

					
					* Where the OECD aggregate is not provided in the source database, a simple OECD average of latest
						available data is calculated where data exist for at least 29 member countries.

				

					
					Source: Calculations based on data extracted from the databases of the following organisations: OECD,
						International Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary Union.
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							High living standards but slow growth
						

					

						
						
							New structural reforms to improve the balance between inclusiveness and work incentives needed
						

					

						
						
							Current monetary conditions call for more action in prudential policy
						

					

				

			

			
				
					High living standards but slow growth

				
				Danes enjoy high living standards and well-being, not the least because of the reform willingness of their
					governments. Yet, the economic recovery has been fragile and GDP per capita is still below its pre-crisis levels, although Gross National Income has received a boost from favourable term of
					trade developments. Investment has been subdued and North-Sea oil production has been a drag on growth. Sluggish productivity growth continues to be a challenge, undermining long-term growth
					prospects of an economy with an ageing population. In many areas such as domestic services and retail more competitive pressure and innovation would be a boon to growth. A number of reforms
					have been launched, but more can be done, for instance boosting competition in retail and pharmacies.

				
					
						Productivity and economic growth lag behind OECD best performers

					
					
						Gap to the performance of upper half of OECDcountries

					
					[image: graphic]
					
						Source: OECD, Going for Growth database.

					
					StatLinkhttp://dx.doi.org/10.1787/888933352714

				

			

			
				
					New structural reforms to improve the balance between inclusiveness and work incentives needed

				
				To enhance inclusive growth, barriers to work for some groups at the margin of the labour market need to
					be removed. The agreed extension of work lives will need to be accompanied by appropriate measures. The welfare system, though costly, provides generous support for those in need. Public
					finances are sustainable as long as labour force participation and work incentives remain high and the cost of welfare institutions can be held in check. To this end, generous benefits
					should be provided in a way which does not reduce work incentives and the effectiveness of integration measures for marginalised groups needs to be improved. On the expenditure side, cost
					pressures can be contained by further integration of welfare services and opening them to private suppliers.

				
					
						Social spending is high

					
					[image: graphic]
					
						Source: OECD Social Expenditure database.

					
					StatLinkhttp://dx.doi.org/10.1787/888933352728

				

			

			
				
					Current monetary conditions call for more action in prudential policy

				
				The current expansionary monetary conditions may lead to rising internal imbalances. Negative interest
					rates are contributing to the risk of building-up a new bubble in the housing market and may be encouraging excessive risk-taking by households and the financial sector. However, credit
					growth remains subdued. To mitigate future risks, macro-prudential tools should be extended across the whole country and tax policy of the property market needs to play its counter-cyclical
					role. Also, the debt-bias in favour of housing and credit should be lowered, in order to limit the vulnerability of households to rising interest rates.

				
					
						Households hold large balance sheets and their debt is among the highest in OECD

					
					[image: graphic]
					
						Source: OECD Analytical database. 

					
					StatLinkhttp://dx.doi.org/10.1787/888933352730

				

				
					
						
							
								
										
										
											MAIN FINDINGS 
										

									
										
										
											KEY RECOMMENDATIONS
										

									
								

							
							
								
										
										
											Ensuring macroeconomic stability
										

									
								

								
										
										Monetary conditions are very accommodative and automatic stabilisers in the housing market
											cannot work fully.

									
										
										Reform property taxation, including by decreasing mortgage interest rate deductibility and
											regularly updating valuations in order to establish neutrality across different asset classes. 

									
								

								
										
										High household debt poses vulnerabilities.

									
										
										Encourage mortgage institutions to strengthen the use of debt-service-to-income ratios. 

									
								

								
										
										Give consideration to extending some of the locally targeted “Best
												practices” introduced by the regulator for granting a mortgage in hotspot areas to the whole country.

									
								

								
										
										Private rental market is underdeveloped.

									
										
										Support a bigger private rental housing market by easing rent regulation while striking a
											balance between landlord and tenant protection.

									
								

								
										
										
											Maintaining inclusive growth and sustaining the coverage and generosity of social institutions
										

									
								

								
										
										Inactivity and the number of social benefit recipients have increased. For some groups
											incentives to return towork or prolonging careers at older ages are low. 

									
										
										Reduce the effective taxation of returning to work by reforming benefits in order to make work
											pay.

									
								

								
										
										Allocate a permanent disability pension only to those with permanent incapacity to work
											regardless of age.

									
								

								
										
										Reduce disincentives and barriers to work at older ages originating from public and
											occupational pension design.

									
								

								
										
										Improve the quality and implementation of integration programmes for migrants. 

									
								

								
										
										Monitor work requirements for social assistance recipients. 

									
								

								
										
										Social institutions are costly. In order to stay sustainable they need to become more
											efficient. 

									
										
										Use autonomy of local governments better for drawing lessons from the diversity of approaches
											in providing social services, which should also strengthen accountability for outcomes.

									
								

								
										
										Integrate welfare, prevention and rehabilitation services to improve provision of public
											services. 

									
								

								
										
										Make general practitioners more responsible for the continuity of care. 

									
								

								
										
										Encourage the private supply of welfare services to offer more choice while at the same time
											reaping efficiency gains. 

									
								

								
										
										Productivity growth has been slow. 

									
										
										The government should reintroduce overall quantitative targets for the effects of productivity
											measures on GDP.

										Further analysis of productivity enhancing measures should be carried out in some areas, while
											in others reforms could go further, notably in non-export oriented services and retail. 

									
								

							
						
					
				


			

		

				Assessment and recommendations1


			
				
						
						
							Economic prospects have improved recently
						

					

						
						
							Monetary conditions are very accommodative
						

					

						
						
							Fiscal policy is sustainable but could let automatic stabilisers work more freely
						

					

						
						
							Balancing inclusiveness, work incentives and sustainability in an ageing society
						

					

						
						
							Cost effective policies to manage environmental pressures
						

					

				

			

			Denmark’s population enjoys high material living standards, extensive social welfare, and scores highly on a
				number of dimensions of well-being (Figure 1). The economy is finally set to recover from a
				protracted recession, and households are enjoying private sector jobs growth and rising real incomes. Unemployment is low and the “Nordic Model”, combining
				efficiency enhancing market forces, high quality public services, and an encompassing social net, is still working well.

			
				
					
Figure 1. Denmark scores well in OECD’s Better Life Index 

				
				[image: graphic]
				
					Source: OECD, Better Life Index 2015.

				
				StatLink  http://dx.doi.org/10.1787/888933352227

			

			Yet, during the global recession the economy lost ground to other OECD countries, in particular its regional
				peers, measured by GDP per capita. By other measures, such as GNI that take into account income from abroad, it has done better (Figure 2). Furthermore persistent terms-of-trade gains also add to domestic incomes. Weak productivity growth, a major challenge prior to the recent
				downturn, continues to weigh on longer-term economic prospects, and current expansive monetary conditions contribute to the risk of internal imbalances building up, particularly via the
				housing market.

			
				
					
Figure 2. GDP growth has been weak though other measures paint a better picture 

				
				[image: graphic]
				
					Source: OECD, National Accounts database.

				
				StatLink  http://dx.doi.org/10.1787/888933352239

			

			Against this backdrop, the main messages of this Survey are:

			
					
					Mitigating risks of building-up internal imbalances. Now that the
						economy has recovered further from a property price crash, and before imbalances reappear, it is time to put policies in place to bolster financial stability and stabilise the housing
						market. A prolonged period of low, and recently negative, interest rates has the potential to trigger another boom-bust cycle in an unchanged policy environment.

				

					
					Safeguarding social welfare. Social protection is high, but
						expensive. Removing obstacles to employment for all benefit recipients with some capacity for work would make growth more inclusive and improve long-term sustainability of the welfare
						system.

				

			

			Despite a strong business environment, the Danish economy, and specifically business services, has suffered
				from weak labour productivity since the second half of the 1990s (Figure 3). The housing boom
				of the late 2000s contributed to a misallocation of resources in the economy, and it is likely that some of that misallocation continues given the large size of the financial sector and its
				wage premiums. The economy is not as well connected to global value chains as some comparable smaller open economies, and a relatively high level of investment in knowledge-based capital does
				not bring expected outcomes (OECD, 2014a). Denmark’s potential growth was oscillating between 1-2% during the last economic upswing of the 2000s, and the financial crisis has in all likelihood
				weakened it. An estimate of the permanent medium-term loss to output is 2.6% in 2014 for Denmark (Ollivaud and Turner, 2014).

			Continued increases in living standards and well-being hinge on reviving productivity and maintaining high
				employment. A number of measures to improve labour force participation have already been implemented with good results, particularly for older workers. Nevertheless, because of long lags
				involved, close monitoring and timely action are warranted.

			
				
					
Figure 3. Lagging productivity growth 

				
				
					Indices, different scales

				
				[image: graphic]
				
					Source: OECD, National Accounts database.

				
				StatLink  http://dx.doi.org/10.1787/888933352241

			

			Productivity has been on the policy agenda for some time. Following recommendations of a temporary
				productivity commission established in 2012, a series of “growth plans and packages” have been launched. These measures included a lowering of the corporate income
				tax; harmonisation with international standards; strengthening the independence of the Competition Council and Consumer Protection Authority; streamlining construction permit procedures and
				opening up the construction industry to more competition; removing entry barriers in various services such as real estate and maritime pilots. The most recent package, Growth and Development Across Denmark, launched in late 2015, contains over a hundred detailed measures. A key initiative is to lift some strict retail sector regulations, in
				particular rules concerning shop size and location contained in the Planning Act. The package also mandates an estimation of cost for business and impact on competition for all legislative
				proposals from now on.

			Such measures are welcome and many of these have been identified in previous Surveys that looked at productivity issues in great length (Box 1). As planned,
				implementation and regular reporting on progress made on reform initiatives needs to continue. The previous government presented an overall quantitative target of how much productivity
				enhancing initiatives where to contribute to GDP growth towards 2020. The current government should reintroduce the use of overall quantitative targets for the effects of productivity measures
				on GDP. In some areas, further analysis has been agreed on and should be carried out (e.g. in network industries), while in others, reforms could go further (for instance in retail, liberal
				services, and pharmacies). A recent OECD review lists many specific recommendations to improve competition law (OECD, 2015a). Existing legislation could be screened with a focus on barriers to
				competition, for instance using OECD’s Competition Assessment Toolkit.

			Continued development of skills is key in ensuring future productivity growth. A reform of public primary
				and lower secondary education (Folkeskole) is being implemented, focusing on a longer and varied school day, including more and improved teaching; better
				professional development of teachers, pedagogical staff and school principals, and the simplification of rules and regulations. Also, a new unit analysing productivity issues and coordinating
				productivity and growth enhancing policy initiatives has been established at the Ministry of Finance, which is welcome. 

			
				
					
						
Box 1. Areas for reviving productivity growth

					
					Productivity issues have been analysed in great detail in previous Surveys (OECD, 2014a; 2009; 2006;
						2005). These have identified a need to:

					Reduce entry barriers in the economy notably for pharmacies, taxis and public transportation (OECD,
						2005; 2009), by easing regulations on the size and placement of new suppliers (OECD, 2005; 2009).

					Strengthen policies to promote innovation, for instance by moving towards a more balanced mix of project
						and institutional funding, by making sure that public funding is accessible to young and dynamic firms and by regular evaluation of effectiveness of public programmes in place (e.g. loan
						guarantee scheme, recent merger of innovation funding programmes) (OECD, 2014a). 

					Improve business angel investor training networks and enhance an entrepreneurial culture, including
						among women, via media and the educational system (OECD, 2014a).

					Make a better use of skills, by strengthening the assessment framework of primary and secondary
						education, by including teacher and principal appraisal, making vocational education and training more attractive to students, raising the performance of adult learning programmes and the
						efficiency of active labour market policies (OECD, 2014a).

				
			

			
				
					Economic prospects have improved recently

				
				GDP growth has been weak in recent years (Table 1), and declining North Sea oil production continues to be a drag. Broad based job creation in the private sector and a decline in the
					unemployment rate since 2011, in spite of a meagre headline GDP performance, are helped by the overall supportive environment (Figure 4). Private consumption continues to be aided by a strong labour market, ultra-supportive monetary conditions, recovering housing wealth and
					low energy prices. Exports, which led the recovery in earlier years, have lost momentum during 2015, in part because of a slowdown in Europe and Asia. Nevertheless, the current account
					surplus as a share of GDP is one of the largest in the OECD.

				
						
Table 1. Macroeconomic indicators and projection 


						
						Annual percentage change unless specified otherwise, volumes at 2010 prices

					

					
						
							
								
										
										
									
										
										2012 billion DKK

										Current prices 

									
										
										2013

									
										
										2014

									
										
										2015

									
										
										2016

									
										
										2017

									
								

							
							
								
										
										GDP

									
										
										1 883

									
										
										-0.2

									
										
										1.3

									
										
										1.2

									
										
										1.0

									
										
										1.8

									
								

								
										
										Private consumption

									
										
										909

									
										
										-0.1

									
										
										0.5

									
										
										2.1

									
										
										1.8

									
										
										1.9

									
								

								
										
										Government consumption

									
										
										502

									
										
										-0.7

									
										
										0.2

									
										
										0.6

									
										
										0.3

									
										
										0.6

									
								

								
										
										Gross fixed capital formation

									
										
										357

									
										
										1.1

									
										
										3.4

									
										
										1.2

									
										
										1.4

									
										
										2.8

									
								

								
										
										
											Of which: Housing
										

									
										
										77

									
										
										-1.1

									
										
										3.1

									
										
										-0.5

									
										
										0.4

									
										
										4.0

									
								

								
										
										
											Business
										

									
										
										210

									
										
										2.4

									
										
										2.1

									
										
										2.6

									
										
										2.3

									
										
										3.4

									
								

								
										
										
											Government
										

									
										
										70

									
										
										-0.4

									
										
										7.4

									
										
										-1.0

									
										
										-0.1

									
										
										-0.1

									
								

								
										
										Final domestic demand

									
										
										1 767

									
										
										0.0

									
										
										1.0

									
										
										1.5

									
										
										1.3

									
										
										1.7

									
								

								
										
										Stockbuilding1

									
										
										13

									
										
										-0.2

									
										
										0.2

									
										
										-0.3

									
										
										0.2

									
										
										0.0

									
								

								
										
										Total domestic demand

									
										
										1 780

									
										
										-0.2

									
										
										1.3

									
										
										1.2

									
										
										1.4

									
										
										1.7

									
								

								
										
										Exports of goods and services

									
										
										1 009

									
										
										0.9

									
										
										3.1

									
										
										-1.0

									
										
										0.0

									
										
										2.9

									
								

								
										
										Imports of goods and services

									
										
										906

									
										
										1.1

									
										
										3.3

									
										
										-1.4

									
										
										0.7

									
										
										2.8

									
								

								
										
										Net exports1

									
										
										102

									
										
										-0.1

									
										
										0.1

									
										
										0.1

									
										
										-0.3

									
										
										0.2

									
								

								
										
										
											Other indicators (growth rates, unless specified):
										

									
										
										
									
										
										
									
										
										
									
										
										
									
										
										
									
										
										
									
								

								
										
										Potential GDP

									
										
										
									
										
										0.6

									
										
										0.7

									
										
										0.8

									
										
										0.8

									
										
										0.8

									
								

								
										
										Output gap2

									
										
										
									
										
										-2.7

									
										
										-2.1

									
										
										-1.7

									
										
										-1.5

									
										
										-0.5

									
								

								
										
										Employment

									
										
										
									
										
										-0.0

									
										
										1.0

									
										
										1.4

									
										
										1.2

									
										
										0.9

									
								

								
										
										Unemployment rate3
										

									
										
										
									
										
										7.0

									
										
										6.5

									
										
										6.2

									
										
										6.1

									
										
										6.1

									
								

								
										
										GDP deflator

									
										
										
									
										
										1.4

									
										
										0.8

									
										
										1.0

									
										
										1.1

									
										
										1.6

									
								

								
										
										Consumer price index 

									
										
										
									
										
										0.8

									
										
										0.6

									
										
										0.5

									
										
										0.4
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						1. Contributions to changes in real GDP.

					

						
						2. As a percentage of potential GDP.

					

						
						3. As percentage of the labour force.

					

						
						4. As a percentage of household disposable income.

					

						
						5. As a percentage of GDP.

					

						
						Source: OECD STEP 99 database.

					

				


				
					
						
Figure 4. Recent macroeconomic developments 
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						Source: OECD STEP 99 database; Danmarks Nationalbank.

					
					StatLink  http://dx.doi.org/10.1787/888933352252

				

				Economic growth is projected to be 1% in 2016 rising to just under 2% in 2017, when the economy will be
					close to full employment. Activity will be supported by a rise in investments and stronger world trade. Consumption is projected to pick up, but will be held back by the need for a further
					reduction in household debt. Given fiscal consolidation needs – of reducing the existing structural deficit to the target of at least balance by 2020 – growth of both public investment and
					consumption will be weak. Inflation is well below 1%, driven by falling energy prices and continued moderate wage growth. Nevertheless, core inflation started to edge up this year, albeit
					from a low level, and stood at 1% in 2015. The pick-up came from higher import prices, given the weak currency (Danmarks Nationalbank, 2015a). Inflation is projected to rise slightly towards
					the end of the projection period as the effects of falling oil prices fade and the labour market gradually tightens further.

				The current account is hovering around an all-time high of 7-8% of GDP, with the balance for goods,
					services, and returns on investments contributing to the surplus (Figure 5). While to some
					extent this is a result of the cyclical position (due to low investment and consumption ratios), the underlying drivers are primarily linked to high gross private sector savings (largely in
					second pillar pensions) and positive returns on foreign assets. National estimates of the structural current account, i.e. when the output gap closes and consumption and investment
					normalise, is around 4-5% of GDP (Danmarks Nationalbank, 2015a).

				
					
						
Figure 5. Current account at a historical high
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						Source: OECD STEP 99 database; OECD National Accounts database.

					
					StatLink  http://dx.doi.org/10.1787/888933352266

				

				Continued trade weakness linked to a slowdown in emerging markets, in particular in China, or
					disappointing growth in the euro area pose the main downside risks to exports. Financial market turbulence, be it global or regional, can have spill-over effects into the Danish economy,
					given the size and openness of the financial sector. Due to the safe haven status of the krone, there can be potentially substantial capital inflows, as
					experienced in early 2015, when the size of the central bank balance sheet exceeded 30% of GDP (Figure 6). On the domestic side, stronger debt reduction among Danish households would weaken domestic demand in the short term, but would provide
					room for stronger consumption and investment later on. The very supportive monetary policy stance, and rising property prices, could boost domestic demand, but may also lead to another
					housing boom-bust cycle (Box 2). Indicators of macro-financial vulnerabilities have improved
					considerably since 2007 (Figure 7).

				
					
						
Figure 6. Danish and Swiss central banks’ foreign reserves 
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						Source: Danmarks Nationalbank; Swiss National Bank; European Central Bank.

					
					StatLink  http://dx.doi.org/10.1787/888933352279

				

				
					
						
							
Box 2. Shocks that might affect economic performance

						
						
							
								
									
										
												
												
													Vulnerability
												

											
												
												
											
												
												
													Possible outcome
												

											
										

									
									
										
												
												Decline of free movement of goods and labour in the EU

											
												
												
											
												
												Denmark is a trading nation, and the EU is a destination for a large share of its exports,
													with Germany, the USA, the United Kingdom and Sweden being the most important trading partners. The imposition of any trade barriers would therefore have an impact. The
													reintroduction of identity checks at Schengen borders is already imposing an additional cost on cross-border activities. 

											
										

										
												
												Household indebtedness

											
												
												
											
												
												Households are among the most indebted in the OECD, though they also hold very large
													pension assets. Most mortgages have variable interest rates, and interest-only periods are also common. Household exposure to rising interest rates, house-price fluctuations
													and losses in income are therefore of concern. A repeat of the 2005-08 housing cycle would again damage the economy. 

											
										

									
								
							
						


					
				

				
					
						
Figure 7. Potential macro-financial vulnerabilities have diminished

					
					
						Deviations of indicators from their real time long-term averages (0), with the highest deviations representing the greatest
							potential vulnerability (+1), and the lowest deviations representing the smallest potential vulnerability (-1)

					
					[image: graphic]
					
						Note: Each aggregate macro-financial vulnerability indicator is calculated by aggregating (simple average)
							normalised individual indicators. Growth sustainability includes: capacity utilisation of the manufacturing sector, total hours worked as a proportion of the working-age population
							(hours worked), difference between GDP growth and productivity growth (productivity gap), and an indicator combining the length and strength of expansion from the previous trough (growth
							duration). Price stability includes: the average of overall inflation and core inflation (consumer prices), the average of house prices-to-rent ratio and house prices-to-income ratio
							(house prices), stock market index for all Danish shares adjusted by nominal GDP (stock prices), and the difference between long-term and short-term government bond interest rates (term
							spread). External position includes: the average of unit labour cost (ULC) based real effective exchange rate (REER), and consumer price (CPI) based REER (cost competitiveness), relative
							prices of exported goods and services (price competitiveness), export performance and net international investment position (NIIP). Net saving includes: government, household and
							corporate net saving. Financial stability includes: banks’ size as a percentage of GDP, non-banks’ size as a percentage of GDP, external bank debt as percentage of GDP, and capital and
							reserves as a proportion of total liabilities (leverage ratio).

					
					
						Source: OECD calculations based on OECD (2015), OECD Economic Outlook: Statistics and Projections (database),
							December and Thomson Reuters.

					
					StatLink  http://dx.doi.org/10.1787/888933352280

				

			

			
					Monetary conditions are very accommodative

				
				By and large, the monetary policy stance depends heavily on ECB’s decisions and expectations of future
					developments of the euro area, since the Danish krone is pegged to the euro. Danish official interest rates have fallen below ECB rates to contain surges
					in demand for the krone. Supportive monetary policy in the euro area is expected to continue into 2017 and this may become too loose for the Danish
					economy, given the already currently...
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			Éditions e-pub de l’OCDE – version bêta

			
			Félicitations et merci d’avoir téléchargé l’un de nos tout nouveaux ePub en version bêta.


			
			Nous expérimentons ce nouveau format pour nos publications. En effet, même si l’ePub est formidable pour des livres composés de texte linéaire, le lecteur peut être confronté à  quelques dysfonctionnements  avec les publications comportant des tableaux et des graphiques  – tout dépend du type de support de lecture que vous utilisez.


			Afin de profiter d’une expérience de lecture optimale, nous vous recommandons :


			
						D’utiliser la dernière version du système d’exploitation de votre support de lecture.


						De lire en orientation portrait.


						De réduire la taille de caractères si les tableaux en grand format sont difficiles à lire.


			


			Comme ce format est encore en version bêta, nous aimerions recevoir vos impressions et remarques sur votre expérience de lecture, bonne ou autre,  pour que nous puissions l’améliorer à l’avenir. Dans votre message, merci de bien vouloir nous indiquer précisément quel appareil et quel système d’exploitation vous avez utilisé ainsi que le titre de la publication concernée. Vous pouvez adresser vos remarques à l’adresse suivante :
			sales@oecd.org


			Merci !
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