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Assessment of Short-term Economic Trends and Special Topics 
 

Chapter I  Short - term  Econom ic Trends Assessm ent  Autum n 2017  

The Econom ic Council and Stat ist ics Faroe I slands have joint ly est im ated growth in GDP in current  

pr ices for the years 2016 – 2018.  Provisional figures for GDP for the years 2014 – 2015 are now 

available as well, the compilat ion of which was based on the supply/ product ion side of the GDP. 

According to the most  recent  data, the growth in GDP in actual pr ices for 2014 is som ewhat  higher 

than est im ated in the previous report .  On the other hand, the est im ated growth for the years 

2015 – 2018 is som ewhat  lower than projected last  Spring. The am ended est im ates for econom ic 

growth for the years 2016 – 2018 are based on new condit ions that  stem  from the consequences 

of a decline in the price of oil and new est im ates regarding the export  of services.  I n the m ain, 

econom ic growth in 2017 in current  pr ices is dr iven by pr ivate consum pt ion, public investm ent  and 

export .   

      2014 2015 2016 2017  2018 

    Estimated growth of GDP in current prices  7.5% 5.6% 6.8% 6.0%  4.1% 

This econom ic t rends assessm ent  follows the demand side (expenditures side)  of the GDP. The 

dem and for goods and services is derived from two sources:  from  dom est ic dem and for 

consum pt ion and investm ent , and foreign dem and for net  export  ( i.e. export  m inus im port ) .       

Consum pt ion has been the m ost  stable elem ent  of dom est ic dem and, while investm ent  has been 

the m ost  inconstant  com ponent .     

At  the beginning of the 2008 financial crisis, the balance of t rade was a negat ive DKK 1.517 

m illion, excluding vessels.  Today, the balance of t rade has recovered to a posit ive DKK 1.895 

m illion, excluding vessels.  This represents an im provem ent  of som e DKK 3.4 billion.      

Econom ic indicators over the last  half-year clearly suggest  an upward m oving business cycle t rend, 

characterized by low unem ploym ent , high em ploym ent , im m igrat ion, housing shortages in the 

cent ral region of the count ry and econom ic growth.  The prospect  is for a surplus in the nat ional 

accounts for 2017 and 2018.  

Chapter I I  Analyses of Special Condit ions I m pact ing Short - term  Econom ic Trends  

I n this report , the Econom ic Council has explored the condit ions present  in the const ruct ion 

indust ry and the housing m arket , and, in addit ion, the special circum stances relat ive to the 

financial m anagem ent  of the m unicipalit ies.       

During the recent  year, the Faroese const ruct ion indust ry has experienced significant  wage drift .  

Const ruct ion com panies have so m uch work in the pipeline that  they are now engaged in a 

com pet it ive bidding war to at t ract  the most  skilled and experienced workers.  This is indicat ive of a 

m ajor bot t leneck within the const ruct ion indust ry that  im pacts the current  econom ic t rends.        

The m ajor populat ion growth observed over the last  few years has resulted in a surge in the 

Faroese populat ion in 2017 to over 50,000 with a concom itant  increase in the dem and for housing.  

The data indicates that  this populat ion growth can m ainly be explained by the the upward m oving 

business cycle t rend.  We can never exclude that  this soaring econom ic t rend shift s to a declining 

t rend, such that  net  im m igrat ion swings to net  em igrat ion with the consequent ial result  that  the 

populat ion of the Faroe I slands again declines. Undoubtedly, this net  im m igrat ion is one of the 
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condit ions that  has exacerbated the pressure on the housing m arket , especially because the 

growth in populat ion happened so quickly. 

After 2012, the num ber of new-built  hom es declined, while at  the sam e t im e the num ber of 

em ployees in the const ruct ion indust ry increased. One possible explanat ion for this dichotom y 

could be the m ajor public and private investm ent  projects that  occurred throughout  the count ry 

since 2013, which were not  focused on investm ent  in housing.  These investment  projects engaged 

a growing num ber of carpenters and related t rades people, both local Faroese and foreigners. 

Thus, we can state that  the substant ial com bined private and public investm ent  occurr ing since 

2013, to a large degree, has curtailed hom e const ruct ion, while at  the sam e t im e accelerat ing the 

growth in costs associated with housing const ruct ion and renovat ion.  

The const ruct ion indust ry work force can be subdivided into three m ain groups, nam ely those who 

work and reside in the Faroe I slands, those who reside in the Faroe I slands and work abroad, and 

foreigners who work in the Faroe I slands.  The Econom ic Council notes that  foreign workers 

account  for around 240-300 or 12-15%  of the nearly 2,000 wage earners in the const ruct ion 

indust ry.        

Analyses of the nat ional and m unicipal accounts, grounded in data from  the Faroese financial 

m anagem ent  system  for the public sector, reveals that  there is a need for  a coordinated and 

harm onized m anagem ent  of the ent ire public econom y. I t  is especially im portant  to ensure that  

the econom y of the m unicipalit ies com es under the spending ceiling fram ework that  now only 

applies for the econom y of the cent ral governm ent . 

The data suggests that  fiscal policies that  correlate posit ively with the econom ic cycles are once 

again present . The Econom ic Council did not  warn against  the average yearly size of the 

investm ent  expenditures. What  the Econom ic Council did warn against  was the uneven levels of 

annual investm ent  that  follows from  a fiscal policy that  correlates posit ively with the economic 

cycles.  Such a policy reduces the m acro-economic stabilit y of the count ry by m aking the swings in 

the econom ic t rends greater than they otherwise would be.      
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