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Fast Comment Sweden

Moderates' party leader announces deal to form coalition

¢ Right-wing bloc strikes deal to form minority government
e Government response to energy crisis

o Little risk Sweden will find itself in a similar situation to the UK

Right-wing bloc strikes deal to form minority government

UIf Kristersson, party leader of the centre-right Moderates will form a new government with the Christian Democrats and
Liberals - the first right-wing government in eight years - and rely on support in parliament from the far-right Sweden Democrats.
The party leaders have presented an agreement on how the country should be governed for the next four years. The agreement
includes both policy and forms for how the cooperation between the parties is to be conducted. The new government will among
other things take a tougher approach on law and order, and a more restrictive view on immigration. The Parliament will vote on
Kristersson as Prime Minister on Monday. After that, he will present his ministers and the government must submit the budget
bill on no later November 15.

Government response to energy crisis

Among the first things the new government will decide on is compensation to households and companies for the record-high
energy prices. The right-wing bloc intends to introduce a cost cap on electricity. They will also lower the energy tax on gasoline
and diesel. The high energy prices have increased government revenue in the form of higher VAT revenues, bottleneck fees
(according to the latest estimate, this amounts to SEK 90 billion) and higher profits for state-owned energy companies. We
expect a large part of these abnormally high revenues to be redirected to households and companies, which will alleviate the
effects of the economic slowdown and, depending on how this reallocation is achieved, may also force inflation down.

Little risk Sweden will find itself in a similar situation to the UK

Sweden's low public debt means that the government has considerable scope to alleviate the effects of the economic slowdown.
However, adopting a fiscal policy that is too expansionary could backfire, as it could drive inflation up further, which could in turn
force the Riksbank to increase rates even more. This has contributed to a relatively restrained approach to election campaign
promises. Unlike in many other countries, neither weak parliamentary support for the government nor the crises of the past
decade have pushed up public debt.

All parliamentary parties want to compensate households and companies for the record-high energy prices. However, the
compensation will be financed by the government's extra income from the high energy prices (see above). Hence, despite fairly
extensive support to households, the total borrowing requirement could be limited. In addition to this payback, we believe that a
neutral fiscal policy will be adopted (neither tightening or expansionary) next year, with unfinanced reforms of around SEK 40bn.
Overall, we therefore expect public debt to fall back further next year to around 30 percent of GDP.
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Disclosures

Handelsbanken Capital Markets, a division of Svenska Handelsbanken AB (publ) (collectively referred to herein as ‘SHB’), is
responsible for the preparation of research reports.

All research reports are prepared from trade and statistical services and other information that SHB considers to be reliable.
SHB has not independently verified such information and does not represent that such information is true, accurate or complete.
Accordingly, to the extent permitted by law, neither SHB, nor any of its directors, officers or employees, nor any other person,
accept any liability whatsoever for any loss, however it arises, from any use of such research reports or its contents or otherwise
arising in connection therewith. In no event will SHB or any of its affiliates, their officers, directors or employees be liable to any
person for any direct, indirect, special or consequential damages arising out of any use of the information contained in the
research reports, including without limitation any lost profits even if SHB is expressly advised of the possibility or likelihood of
such damages. The views contained in SHB research reports are the opinions of employees of SHB and its affiliates and
accurately reflect the personal views of the respective analysts at this date and are subject to change. There can be no
assurance that future events will be consistent with any such opinions. The information in the research reports does not
constitute a personal recommendation or personalised investment advice and such reports or opinions should not be the basis
for making investment or strategic decisions. This document does not constitute or form part of any offer for sale or subscription
of or solicitation of any offer to buy or subscribe for any securities nor shall it or any part of it form the basis of or be relied on in
connection with any contract or commitment whatsoever. No part of SHB research reports may be reproduced or distributed to
any other person without the prior written consent of SHB. The distribution of this document in certain jurisdictions may be
restricted by law and persons into whose possession this document comes should inform themselves about, and observe, any
such restrictions.
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Please be advised that you should read our complete research disclaimer at the Handelsbanken Capital Markets website:
https://www.researchonline.se/desc/disclaimers
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