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Norges Bank’s financial stability reporting
Initsbi-annualFinancial Stability Report,NorgesBankdiscusses
developmentsinfinancialmarkets,theNorwegianeconomy,banksand
otherfinancialinstitutionsandassessesthefinancialstabilityoutlook.
TheReport forH1emphasisesanalysesoffinancialinstitutions,including
astresstestofthebankingsector.InH2,emphasiswillnormallybeon
analysesofhouseholdsandfirms.Assessmentsofthecountercyclical
capitalbufferandotherrecommendationsformeasurestosafeguard
financialstabilityaremadeonthebasisoftheassessmentsandanalyses
intheReport.IntheFinancial Infrastructure Report,NorgesBank
assessesvulnerabilitiesandrisksinthefinancialinfrastructure.The
reportNorway’s financial systemprovidesacomprehensiveoverviewof
Norway’sfinancialsystem,itstasksandtheperformanceofthesetasks.

NorgesBank’sMonetaryPolicyandFinancialStabilityCommittee
discussedthecontentsofFinancial Stability Report 2024H2atseminars
andmeetingson29September,29Octoberand25November2024.

Financial stability and Norges Bank’s role
FinancialstabilityisoneofNorgesBank’sprimaryobjectivesinitswork
onpromotingeconomicstability.NorgesBank’stasksandresponsibili-
tiesinthisareaaresetoutintheCentralBankAct,whichstatesthat
NorgesBankshall“promotethestabilityofthefinancialsystemandan
efficientandsecurepaymentsystem”and“beanexecutiveandadvisory
financialstabilityauthority”.

NorgesBankworkstoensurethatthefinancialsystemisabletoabsorb
shockssothatitcanfunctionefficientlyinbothnormalandturbulent
times.Astableandwell-functioningfinancialsystemisessentialfor
makingpayments,forsavingandborrowingandforinsuringagainst
financialrisk.Aneffectivefinancialsystemisalsoapreconditionforthe
transmissionofthepolicyratetootherinterestrates.

Throughitsanalyses,adviceandactions,NorgesBankseekstocounter
thebuild-upofvulnerabilitiesandhelpstoensurethesolvencyand
liquidityofbanksandotherfinancialinstitutionsandensurethattheycan
performtheirtasks.TheBankmonitorsdevelopmentsinfinancial
marketscloselyandispreparedtoprovideassistanceintimesofmarket
stressorinafinancialcrisis.TheBank’sactionsmaytargetindividual
banksorbeimplementedtoimprovemarketconditionsmorebroadly
whenliquiditydemandcannotbesatisfiedfromalternativesourcesand
thereisathreattofinancialstability.Asthelenderoflastresort,Norges
Bankmonitorsthefinancialsystemasawhole,withparticularfocuson
theriskofsystemicfailure.

NorgesBank’sMonetaryPolicyandFinancialStabilityCommittee
contributestotheworktopromotefinancialstabilitybyusingthe
instrumentsatitsdisposalandprovideadvicewhenmeasuresneedto
betakenbyanyotherpartythantheBank.TheCommitteedecideson
thecountercyclicalcapitalbufferrequirementfourtimesayearand
providesadviceonthesystemicriskbufferatleasteveryotheryear.
TheCommitteeshallalsoinformthepublicofitsdecisionsandthebasis
formakingthem.

Introduksjon

https://www.norges-bank.no/en/news-events/news-publications/?tab=publication&newstype=66
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In a nutshell
Households are able to service debt
Norwegianhouseholdsarehighlyindebted.Highinflationandhigherinterestrateshaveledto
tighterfinancesformosthouseholdsinrecentyears,andforsomethishasbeendifficultto
manage.Eventhoughcostshaveincreased,avastmajorityofhouseholdsareabletoservice
theirdebt,primarilyreflectingthatmanyhouseholdsareemployedandmosthadfinancial
bufferstheycoulddrawonwhencostsrose.

Inflationhasdeclinedmarkedlysincethepeakandthereareprospectsforlowerinterestrates
furtherout.Thiswillmakeiteasiertoservicedebt.

Somewhat improved commercial real estate prospects, but still challenging for real estate 
developers
Firmsinallsectorshavebeenaffectedbyrisinginterestratesinrecentyears.Firmsinthereal
estatesectorhavebeenparticularlyaffectedbyhigherinterestratesastheyoftenhavehigh
debt-to-earningsratios.HighemploymentandrentalincomegrowthenablemostCREfirmsto
coverhigherinterestexpenseswithcurrentearnings.Thisismoredifficultforrealestate
developers,whicharealsofacinghigherconstructioncosts,lowerresidentialconstruction
activityandsluggishnewhomesales.

Risk of negative events
Futuredevelopmentsarehighlyuncertain.Geopoliticaltensionsarehigherthantheyhave
beenforalongtime.Shocksabroadmayhaveconsequencesforthefinancialsystemin
Norway.

Inaturbulentworld,theriskoftargetedcyberattacksincreases.Attacksurfacesexpandasa
resultofrapidtechnologicaladvancesandincreasingfinancialsysteminterconnectedness.

Climatechangealsomakestheeconomymorevulnerable,boththroughthetransitionneeded
tocutemissionsandbecauseclimatechangeincreasesthefrequencyofextremeweather
events.

Banks are resilient
Norwegianbanksaresolid.Thisisimportantforfinancialstability.Banks’lossesarelow,and
bankssatisfycapitalandliquidityrequirements.Creditworthyfirmsandhouseholdshave
ampleaccesstocredit.

NorgesBanksetsthelevelofthecountercyclicalcapitalbuffereachquarter.The
countercyclicalcapitalbufferrateof2.5%helpsmaintainbankresilience.
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 Financial stabilty 
assessment
NorgesBank’sMonetaryPolicyandFinancialStability
Committeeconsidersthefinancialsystemtobe
robust.Householdsandfirmshavesofarbeenable
toservicedebtinthefaceofhighinflationandhigher
interestrates.Inflationhasslowedandthereare
prospectsforalowerpolicyrate.However,thereisa
riskofnegativeeventsthatcouldweakenfinancial
stability.Itisimportanttomaintaintheresilienceof
thefinancialsystemsothatvulnerabilitiesdonot
amplifyaneconomicdownturn.

Lower inflation, but also a risk of negative events that could weaken 
financial stability
Higherinterestratesandhighinflationhavehadanimpactontheglobal
financialsysteminthewakeofthepandemic.Theriseininterestrates
hasdampenedeconomicactivity,butemploymenthasheldupwell.In
Norway,thefinancialsystemhasprovenrobust.Borrowershavebeen
abletoservicedebt,andbanks’creditlosseshavebeenlow.

Inflation hasdeclinedmarkedlyoverthepasttwoyears.SincetheMay
2024Financial StabilityReport,short-terminterestrateshavefallen.Many
centralbankshavecommunicatedincreasedconfidencethatinflationwill
beclosetotheirtargetsahead,andseveralhavestartedtoreducepolicy
rates.NorgesBank’sforecastinMonetary Policy Report3/2024indicates
thatthepolicyrateinNorwaywillbegraduallyreducedfrom2025Q1.

Atthesametime,thereisariskofnegativeeventsthatcouldweaken
financialstability,andgeopoliticaltensionsarehigherthantheyhave
beeninalongtime.Newshocksabroadcanimpactthefinancialsystem
inNorway.Financialsystemvulnerabilitiescouldamplifyadownturnin
theNorwegianeconomyandleadtobanklosses.

Many households are highly indebted
Thehighindebtednessofmanyhouseholdsisakeyvulnerabilityinthe
Norwegianfinancialsystem.Norwegianhouseholds’debt-to-income
ratiosareamongthehighest.Thisvulnerabilityhasbuiltupovertimeon
thebackofahighproportionofhomeownershipinNorwayanddebtand

Financialstability

https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
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housepricesrisingfasterthanhouseholdincomeoveralongperiod.High
andrapidlyrisingdebtcanamplifyeconomicdownturnsandincreasethe
riskoffinancialcrises.Indebtednesshasrisenlessthanincomeinrecent
years.Overtime,suchdevelopmentscouldreducethevulnerabilityofthe
householdsectortointerestrateincreasesoralossofincome.Onthe
otherhand,householdvulnerabilitiescouldincreaseagainiflooser
financialconditionsresultinrapidlyrisinghousepricesanddebt.

Households have so far been able to service debt in the face of higher 
costs
Mosthouseholdshavealsofacedtighterfinancesowingtohighinflation
andhigherinterestrates,andforsomethishasbeendifficulttomanage.
However,defaultrateshaveremainedlow,partlyreflectinghigh
employmentandthesoundfinancialbasisofmosthouseholdsprovided
byfinancialbuffers.Manyhighlyindebtedhouseholdshavereducedtheir
bankdepositssomewhatinrecentyears,buttheyarestillhigherthan
beforethepandemic.TheanalysesinthisReportshowthatthevast
majorityofhouseholdsareabletoservicedebtandcoverordinary
consumptionexpenditure,housingexpensesandelectricityoutof
currentearningsbyanamplemargin.

Therearenowprospectsforbothrealwagegrowthandlowerinterest
rates(seeMonetary Policy Report3/2024),whichwillboosthouseholds’
purchasingpowerandmakeiteasiertoservicedebt.Atthesametime,
unemploymentwilllikelyedgeuptoapproximatelypre-pandemiclevels.
Ifunemploymentweretorisemarkedly,manyhouseholdswouldneedto
reduceconsumptionsubstantially.Firms’earningsanddebt-servicing
capacitywouldthenfall,andbanks’creditlossesrise.

Somewhat improved commercial real estate prospects, but still 
challenging for real estate developers
Banks’highcommercialrealestate(CRE)exposuresareanotherkey
financialsystemvulnerability.HigherinterestrateshaveweakenedCRE
firms’profitabilityandledtoafallincommercialpropertyprices,but
pricesnowappeartohavelevelledoff.Highemploymentandrental
incomegrowthenablemostCREfirmstoservicehigherinterest
expensesoutofcurrentearnings.Weakerprofitabilityandsolvencymay
poseproblemsforfirmsthatneedtorefinancedebt.Sofarin2024,credit
premiumsonCREfirms’bankandbondfinancinghavefallen,whichis
likelytoreducerefinancingriskfordebtmaturinginthecomingyears.
Furtherdevelopments,however,remainuncertain.Ifemploymentwereto
fallmarkedlyandrentalincomeprovetobemarkedlyweakerthan
expected,manyfirmscouldfacedebt-servicingproblems.

TheshareofbankruptciesamongNorwegianfirmshasrisensincethe
beginningof2023.Therisehasbeenparticularlypronouncedamongreal
estatedevelopers,whoseprofitabilityhasbeenimpairedowingtohigher
interestrates,highconstructioncosts,lowerresidentialconstruction
activityandsluggishnewhomesales.Thismakesitdifficultformany
developerstoservicedebtoutofcurrentearnings.Bankruptcyratesin

https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
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Financialstability
mostothersectorshavealsoincreasedsomewhatbutarestilllowerthan
beforethepandemic.TheanalysesinthisReportindicatethatthe
corporatebankruptcyrateinNorwayislikelytoedgeupfurtherahead,
especiallyintherealestatesector.

The banking sector is resilient
Resilientbanksareimportantforfinancialstability.Norwegianbanks
satisfycapitalandliquidityrequirementsbyasolidmarginandhave
ampleaccesstobothdepositsandwholesalefunding.Bothcreditworthy
firmsandhouseholdshaveampleaccesstocredit.

Banks’profitabilityisthefirstlineofdefenceagainstlosses.Norwegian
bankshavebeenhighlyprofitablethroughthepost-pandemictightening
cycle,primarilyreflectinghighnetinterestincomeandlowcreditlosses.
Intheperiodahead,alowerpolicyrateisexpectedtopulldownnet
interestincomesomewhat.Ifnegativeeventsoccur,lossescould
increasemorethanexpected,profitabilitycouldweakenandthefunding
situationcouldrapidlydeteriorate.

Maintaining financial system resilience is important
Banks’capitalbufferrequirementsreflectthevulnerabilitiesinthe
Norwegianfinancialsystemandbolsterresilience.Intheeventofasharp
downturn,bufferrequirementscanbereducedtomitigatetheriskof
tighterbanklending.ThesolvencystresstestinFinancialStabilityReport
2024H1showsthatbankscanabsorblargecreditlosses,whilestill
maintaininglending.

NorgesBanksetsthecountercyclicalcapitalbufferrateeachquarter.At
itsmeetingon25November2024,theMonetaryPolicyandFinancial
StabilityCommitteedecidedtokeepthecountercyclicalcapitalbuffer
rateunchangedat2.5%.

NorgesBankalsoprovidesadviceonthesystemicriskbufferrateevery
otheryear.InMay2024,theMonetaryPolicyandFinancialStability
CommitteedecidedtoadvisetheMinistryofFinancetomaintainthe
systemicriskbufferrateat4.5percent.InAugust,theMinistryofFinance
decidedtokeeptherateunchangedat4.5percent,inlinewithNorges
Bank’sadvice.

NorgesBank’sconsultationresponsetotheMinistryofFinanceabout
changestotheLendingRegulationssupportsFinanstilsynet’s(Financial
SupervisoryAuthorityofNorway)proposaltocontinueallelementsofthe
Regulations.However,NorgesBankisoftheopinionthatsomeofthem
canbeadjustedsomewhat.TheLendingRegulationshavesetlimitson
banks’lendingpracticesanddampenedthebuild-upofhousehold
sectorvulnerabilities.PermanentRegulationswillhelpcontributeto
predictabilityandcounteranyfutureslippageincreditstandards.
However,theLendingRegulationsshouldbeassessedatregular
intervals.Itisimportanttoexpandtheknowledgebaseontheeffectsof
theRegulationsandtheconsequencesoftheirindividualelements.

Ida Wolden Bache 
Pål Longva 
Øystein Børsum 
Ingvild Almås 
Steinar Holden

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
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1. Risks, vulnerabilities 
and resilience

Section1

1.1 Lower inflation, but risk of negative events 
that could weaken financial stability
Lower inflation and expectations of a further decline in interest rates
Globalinflationhasslowedmarkedlyoverthepastfewyears.Since
Financial Stability Report2024H1waspublishedinMay,short-term
interestrateshavefallen.Manycentralbankshavecommunicated
increasedconfidencethatinflationwillbeclosetotheirtargetsahead
andthatcurrenttightmonetarypolicystancesarenolongerwarranted.A
numberofcentralbankshavereducedtheirpolicyrates,andmarket
expectationsindicatefurthercuts.NorgesBank’sforecastinMonetary 
Policy Report 3/2024indicatesthatthepolicyratewillremainat4.5%to
theendof2024beforebeinggraduallyreducedfrom2025Q1.

Long-termgovernmentbondyieldsfelloversummerbuthavesincerisen
again(Chart1.1).SincetheMayReport, lowerpolicyrateexpectations
havepusheddownlong-termyields.Atthesametime,elevateduncer-
taintyassociatedwithgovernmentborrowingrequirementsinmany
countrieshaslikelypushedupthepremiumsrequiredbyinvestorsto
holdlong-datedratherthanshort-datedbonds,measuredastheterm
premium.Thispullsuplong-termyields.Eventhoughinflationhaseased,
theoutlookforglobalgrowthandinflationremainsuncertain.

Chart 1.1 Long-term government bond yields fell this summer, but have 
recently increased
10-year government bond yields in selected countries. Percent
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Source: Bloomberg

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
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Financial market conditions in Norway are little changed since the May 
Report
FinancialmarketconditionsinNorwayarelittlechangedsincetheMay
Report.TheOsloBørsbenchmarkindexremainsbroadlyunchanged,the
moneymarketpremiumhasremainedstableandcreditpremiumsinthe
bondmarketshowlittlechange.Thekroneexchangerateisaroundthe
samelevelprevailingatthetimeofthepublicationoftheMayReport.

Chart 1.2 Increased equity market volatility in August
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Source: Bloomberg

Short-lived turbulence in international financial markets in August
InearlyAugust,financialmarketswereinfluencedbyturbulenceandlargemarketmovements.Themove-
mentswereprimarilylinkedtoarapidappreciationoftheJapaneseyen,inparticularfollowingtheBankof
Japan’spolicyratehikeandexpectationsoflowerinterestratesintheUSonthebackofweakemployment
figuresandrecessionfears.Thisinturncontributedtorapidcarrytradeunwindingandsalesinequity
markets.Acarrytradeisastrategywherebyamarketparticipantborrowsinacurrencywithalowinterest
rate,suchastheJapaneseyen,andtheninveststhatmoneyinacurrencywithahigherinterestrate.A
successfulcarrytradestrategydependsontheloandenominationcurrencynotstrengtheningbeyond
whattheinvestorcanearnfromtheinterestratedifferential.WhentheJapaneseyenappreciatedconsid-
erablyagainsttheUSdollar,carrytradepositionsthereforecameundergreatpressure.

Inconnectionwiththemarketturbulence,globalequityindexesfellsharply,andvolatilityindicatorsroseto
levelsnotseensincetheoutbreakofthepandemic(Chart1.2).However,theturbulencesubsidedaftera
fewdaysfollowing,amongotherthings,theBankofJapan’sstatementsthatthepolicyratewouldnotbe
raisedfurtheruntilmarketvolatilitysubsided.Thishelpedstabilisethesituation.TheJapaneseyendepre-
ciatedandthedeclineinequitymarketsrapidlyreversed.

Severalinternationalinstitutionshavelaterpointedouttheresilienceshownbythemarketsduringthedays
oflargemarketmovements.1Inspiteofthevolatilityandpoorerliquidity,tradingcontinuedacrossasset
classes,andcentralcounterpartiesandtheirparticipantswereabletomanagesubstantialchangesin
margincalls.However,theeventsofearlyAugustillustratehowshiftsinmarketsentimentandincreased
volatilitycanhavearapidandmarkedimpactonassetvaluations.

1 SeeegThemarketturbulenceandcarrytradeunwindofAugust2024(bis.org).

https://www.bis.org/publ/bisbull90.htm
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Section1
USequityindexeshaverisenconsiderablyoverthepastsixmonths,while
EuropeanindexesareatapproximatelythesamelevelasinMay.Equity
marketsinAsiaaresomewhathigher(Chart1.2).Creditpremiumsarelittle
changedinternationally.AtthebeginningofAugust,turbulenceandlarge
marketmovementsinfluencedfinancialmarkets,albeitbriefly(seeboxon
page9).

Looser financial conditions may contribute to a renewed build-up of 
financial vulnerabilities
Theexpecteddeclineinpolicyratesgloballyandotherlooserfinancial
conditionshelpmaintainapositivefinancialstabilityoutlookintheshort
term.Inthelongerterm,however,suchconditionsmaycontributetoa
renewedbuild-upoffinancialvulnerabilities.IntheOctober2024Global 
Financial Stability Report,theInternationalMonetaryFund(IMF)points
outthatlooserfinancialconditionscancontributetostronggrowthin
assetvaluationsandprivateandpublicdebtglobally,whichincreases
financialsystemvulnerabilitiesinthelongerterm.Thebuild-upofsuch
vulnerabilitiescanamplifyeconomicdownturns.Seeboxonpage16
forareviewofthemostimportantvulnerabilitiesintheNorwegianfinan-
cialsystem.

Low growth in the Norwegian economy, but prospects for higher 
household purchasing power
GrowthintheNorwegianeconomyhasbeenlowsincethebeginningof
2023,andincreasedlivingcostshavedampenedhouseholdconsump-
tion.Employmentratesarehigh,butunemploymenthasrisensomewhat
fromalowlevel.Inflationhasfallensubstantiallyfromthepeakinautumn
2022butremainsabovethe2%inflationtarget.InMonetary Policy Report 
3/2024,inflationisprojectedtograduallydeclineandapproachthetarget
towardstheendof2027.Labourforcegrowthisprojectedtooutpace
employmentgrowth,andunemploymentisprojectedtorisesomewhatto
aroundthepre-pandemiclevel.Furthermore,realwagegrowthis
expectedtorisesubstantiallyin2024,andincombinationwithhigher
employment,thiswillstrengthenhouseholdpurchasingpower.

Risk of negative events that could weaken financial stability
Inspiteofreduceduncertaintyrelatingtoinflationdevelopmentsanda
higherlikelihoodofasoftlandingfortheglobaleconomy,considerable
uncertaintypersistsabouteconomicdevelopmentsahead.Inthe
October2024Global Financial Stability Report,theIMFpointsoutthatthe
likelihoodofsubstantialeconomicshockshasrisenduetoheightened
economicandgeopoliticaluncertainty.Theheighteneduncertaintymust
beviewedinthecontextofongoingmilitaryconflictsanduncertain
outcomesofpoliciesthatwillbeimplementedinthemanycountries
holdingelectionsthisyear.Policyuncertaintyrangesfromfinancialpolicy
andbudgetdeficitstotradepolicyandgeopolitics.TheEuropeanCentral
Bank(ECB)highlightsinitsFinancialStabilityReviewfromNovemberthat
risingglobaltradetensions,inadditiontogeopoliticaluncertainty,
elevatetheriskofnegativeevents.Substantialuncertaintyitselfcanalso

https://www.imf.org/en/Publications/GFSR/Issues/2024/10/22/global-financial-stability-report-october-2024
https://www.imf.org/en/Publications/GFSR/Issues/2024/10/22/global-financial-stability-report-october-2024
https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
https://www.imf.org/en/Publications/GFSR/Issues/2024/10/22/global-financial-stability-report-october-2024
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/html/index.en.html


Norges Bank Financial Stability Report 2024 H2 11

Section1

impactfinancialstabilityinseveralareas(seeboxonpage11).Sofar,
thereislittleevidenceofthisinNorway.

Inaddition,theIMFemphasisesthatthehighlevelofuncertainty,particu-
larlyrelatedtogeopoliticalrisk,thusfarappearsnottohavematerialised
inincreasedfinancialmarketvolatility.Furthermore,theynotethatthis
mayincreasetheriskoflargemovementsinfinancialmarketsandprice
correctionsintheeventoffutureshocks.Thefinancialmarketturbulence
inearlyAugustillustrateshowchangesinmarketsentimentcanquickly
increasemarketvolatility(seeboxonpage9).

Uncertaintyregardingdevelopmentsinglobalcommercialrealestate
(CRE)persists.Fromafinancialstabilityperspective,CREisimportantas
suchfirmsareoftenhighlyindebtedandthebankingsystem’sexposure
tothissectorissubstantial.Higherinterestrateshavedrivendown
commercialpropertypricesinrecentyears.Althoughtherearesignsthat
pricesarestabilisinginmanycountries,thereisstillariskofapricefall.
Thisriskisamplifiedbystructuralchangesindemand,suchasincreased
remoteworkingfollowingthepandemic.However,thereisnosignof
significantlyweakerdemandforofficespaceinNorwayasaresultof
employeesworkingremotely.

TheIMFalsoemphasisesthattechnologicalchangesmayimpactfinan-
cialstabilityindifferentways.Artificialintelligence(AI)mayboostfinan-
cialstabilityprospectsthroughimprovedriskmanagement,increased
marketliquidityandenhancedmarketmonitoring.Thismayalsoincrease
capitalmarketefficiencythroughimprovedprocessingofbothstruc-
turedandunstructuredinformation.Ontheotherhand,theuseofAImay
increasemarketvolatilityinconnectionwithunexpectedevents,particu-
larlyifmanymarketparticipantsrelyonalgorithmsthatrespondsimilarly
tonews.Furthermore,widespreaduseofAIcanincreaseoperationalrisk
asservicesaredeliveredbyarelativelysmallnumberofproviders.The
developmentmayalsoincreasetheriskofcyberattacksandmarket
manipulation.

Uncertainty and financial stability
Uncertaintycanimpactfinancialstabilityinseveralareas.First,changesinmarketsentimentcanhavea
greaterimpactonfinancialmarketswhenuncertaintyishigh.Thismaycontributetofundingand
financingproblemsforgovernments,banksandfirms.Increaseduncertaintymayalsocontributetothe
deferralofconsumptionandinvestmentbyhouseholdsandfirms.Suchtighteningmayinturncause
firms’earningsanddebt-servicingcapacitytodeclineandresultinhighercreditriskandthusamplifyan
economicdownturnthroughtighterbanklendingpractices.Furthermore,heighteneduncertaintyabout
economicdevelopmentsmaymakeassessingcreditriskmoredifficultforbanks,leadingtotighter
lendingpractices.Highuncertaintymayalsocontributetoreducingmarketliquidity,leadingtolesseffi-
cientredistributionofriskandcapitalandweakeningbanks’abilitytorealisesecuritiesfromtheirliquidity
reserveswithoutpushingdownmarketpricesandthusthevalueoftheirliquidityreserves.
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NorgesBank’ssystemicrisksurveyconductedinOctobershowsthat
Norwegianfinancialmarketparticipantsconsiderinternationalpolitical
tensionsandcyberattackstobeprimarysourcesofriskintheNorwegian
financialsystem(Chart1.3).Theoverallassessmentofrespondentsis
thattheprobabilityofanincidenthavingasubstantialimpactonthe
financialsystemoccurringinthenextthreeyearshasincreasedsome-
what,buttheyareconfidentthattheNorwegianfinancialsystemwill
remainstable.

Households and firms have ample access to credit
InNorway,householdcreditgrowthdeclinedsubstantiallythrough2023.
Ithasincreasedsomewhatsofarin2024butremainslow(Chart1.4).
Firms’creditgrowthisalsolowcomparedwithpreviousyears.Rather
thantightercreditstandards,thelowcreditgrowthlargelyreflects
moderatecreditdemand.Norwegianhouseholdsandfirmsstillhave
ampleaccesstocredit.InNorgesBank’slendingsurvey,banksreported
unchangedcreditstandardsinQ3.

Chart 1.3 Norwegian market participants consider international political 
tensions and cyber attacks to be the main sources of risk in the Norwegian 
financial system
Norges Bank’s systemic risk survey from October 2024. Which source of risk do 
you consider most likely?
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Chart 1.4 Credit growth is low
12-month change in credit to households and non-financial corporates (C2). 
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House prices increase due to low residential construction and higher 
household purchasing power
Foralongperiod,housepricesoutpacedhouseholdincome(Chart1.5).
Thishasincreasedhouseholdsectorvulnerabilityashouseholddebt
ratioshavealsoincreased(seeboxonpage13).Inrecentyears,
housepricesasashareofdisposableincomehavelevelledoff.Looking
ahead,housepricesareexpectedtorisesomewhatfasterthanincomes.

Housepricedevelopmentsaredeterminedbyanumberoffactors,
includinginterestrates,incomeandthetaxsystem.Inaddition,the
supplyofhousesisakeydriverofhousepricesovertime.Overalong
period,theincreaseinthenumberofhomeshasbeenlowerthan
suggestedbyhouseholdformation(Chart1.6).Thisappliesinparticularto
urbanhigh-demandareas,andthegaphasincreasedinrecentyears.

Higherinterestratesandhighconstructioncostshaveledtoamarked
fallinresidentialconstruction.Inrecentyears,priceshaveincreased
morefornewhomesthanexistinghomes,dampeningnewhomesales.
However,sofarin2024,priceshaveincreasedmoreforexistinghomes
thannewhomes.Inrecentmonths,turnoverofexistinghomeshasbeen

Chart 1.5 House prices are expected to outpace income in the years ahead
Index. 1998 Q4 = 100.
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The interaction between house prices 
and debt
Thehousingmarketiskeytotheassessmentoffinancialstability.
Thisprimarilyreflectsthemutualdependenceofhousepricesand
debt.Residentialmortgageloansaccountformosthouseholddebt.
Higherhousepricesraisethevalueofcollateralandthusincrease
borrowingopportunities.Higherhousepricescanresultin
increasedcreditdemandandimprovedaccesstocreditcanboost
housepricesthroughelevatedhousingdemand.
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high,ahighnumberofhomeshavebeenlistedforsale,andnewhome
sales,whilestilllow,havepickedupalittle.Recentlysoldresidential
constructionprojectswilltakesometimetobelaunched,whichalso
suggestsweakgrowthinhousinginvestmentinthecomingquarters.

Lookingahead,pricesforexistinghomesareexpectedtoriseonthe
backofalowsupplyofnewhomes,increasedhouseholdpurchasing
powerandlowerresidentialmortgageratesfurtherout.Reducedprice
differencesbetweennewandexistinghomesareexpectedtocontribute
toboostingnewhomesales.Overall,increasedsalesandhigherreal
housepriceswilllifthousinginvestmentfurtheroutintheprojection
period(See Monetary Policy Report3/2024).

1.2 Banks are resilient
Banks are solid and losses remain low
Norwegianbanksmeettheircapitalandliquidityrequirementsbyample
margins.Thebanks’fundingmarketshavefunctionedwellsincetheMay

Chart 1.6 Lower residential construction activity than household formation
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Chart 1.7 Norwegian banks are profitable
Return on equity after tax for large banks. Percent
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https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
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Report.Riskpremiumsonbanks’wholesalefundingarelittlechanged,
anddeposit-to-loanratiosarestable.

Currentearningsarebanks’firstlineofdefenceagainstlosses.Large
Norwegianbanks’returnonequityhasbeenhighoverthepasttwoyears
(Chart1.7)andsofarin2024,thisisontracktobehigherthanprojectedin
theMayReport.Highprofitabilityprimarilyreflectshighnetinterest
incomeandlowcreditlosses.1Increasednetinterestincomeislinkedto
higherinterestrates.2Thepolicyratehasbeenkeptunchangedsofarin
2024andnetinterestincomehasremainedelevated.Alowerpolicyrate
aheadisexpectedtoreducenetinterestincomesomewhat.

Itisuncertainhowmarginsandprofitabilitywillbeaffectedbycompeti-
tionandstructuralchanges.Competitionmaybeweakenedifthereare
fewersuppliersofbankingservices.However,shouldtheongoing
mergersprovideeconomiesofscale,eginITandcompliance,theycould
helplowercostsandmargins.Mergersmayalsobeafactorinenabling
morebankstocompeteforlargecustomers.

Banks’creditlossesremainlow(Chart1.8),butcorporatecreditlosses
haveincreasedsomewhatsofarthisyear.NorgesBankexpectslow
economicgrowth,continuedhighinterestexpensesandlowconstruc-
tionactivitytocontributetosomewhathigherdefaultratesandcorporate
creditlossesahead,inparticularinrealestatedevelopmentand
construction(formoredetails,seeSection3).CREprospectshave
improvedsomewhat,butfuturedevelopmentsremainuncertain.Ifrental
incomedevelopmentsintheCREsectorprovemarkedlyweakerthan
expectedandsellingpricesfallmarkedly,bankscouldfacesubstantial
losses.

1 TheincreaseinQ3iscausedprimarilybytherealisationofreturnsresultingfromthemergerofEika
ForsikringASandFremtindForsikringAS.

2 Whenthepolicyrateisraised,banks’interestincomeincreasesmorethantheirinterestexpenses
becausebankshavemoreinterest-bearingassetsthaninterest-bearingliabilities(equityeffect).In
addition,bankstendtoraisetheaveragelendingratemorethandepositrates(interestmarginincrease).

Chart 1.8 Banks’ losses remain low
Credit losses as a share of gross lending to customers. Percent
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Lossesonloanstohouseholdsarelow.Lookingahead,higherreal
householddisposableincomeisexpectedtostrengthendebt-servicing
capacityandthelossrateonhouseholdexposuresisexpectedtoremain
atalowlevel.

Norwegianbanks’financialstrengthgivesthemtheflexibilitytoextend
loanstocreditworthyfirmsandhouseholds,evenintheeventofmarket
stressandhigherlosses.CommonEquityTier1(CET1)ratiosarewell
abovetotalcapitalrequirementsandabovebanks’owntargetratios.In
January2025,amendmentswillbemadetotheEU’sCapitalRequire-
mentsRegulation(seeboxabove).Finanstilsynet’s(FinancialSupervisory
AuthorityofNorway)proposedimplementationoftheregulatoryframe-
workinNorwayreducesthecapitalrequirementforbanksthatusethe
standardisedapproachandisexpectedtoincreasetherequirement
somewhatforIRBbanks.

ThestresstestinFinancial Stability Report 2024H1showedthatthe
largestNorwegianBanksoverallarecapableofabsorbinglargelosses,
whilestillcontinuingtomaintainlendingtohouseholdsandfirms,and
therebywillnotcontributetoamplifyinganeconomicdownturn.

Amendments to the Capital Requirements Regulation (CRR III)
Witheffectfrom1January2025,extensiveamendmentswillbemadetotheEU’sCapitalRequirements
Regulation(CRRIII).Theseamendmentscomplete,amongotherthings,measuresproposedbytheBasel
CommitteeonBankingSupervisiontoincreasebanks’resiliencetocrises.TheMinistryofFinance’saimis
toenablecorrespondingEEArulestosimultaneouslyenterintoforceinNorway.Theamendmentsinclude
amorerisk-sensitivestandardisedapproachforestimatingcapitalrequirementsforcreditrisk,limitsfor
theuseofIRBmodelsandtheintroductionofanIRBfloor.Withthisfloor,from1January2030,thecapital
requirementcannotbebelow72.5%ofwhatitwouldhavebeenunderthestandardisedapproach.Anew
commonapproachforcapitalrequirementsforoperationalriskisalsoincluded.

Underthestandardisedapproachtypicallyusedbysmallbanks,thechangeswillmeanlowercapital
requirementsforlow-riskexposures.Thestandardisedapproachusesriskweightssetbytheauthorities,
whichwillbereducedformortgageswhenthenewregulationsareintroduced.IRBbanks,whichusetheir
ownorinternalmodelstocalculatecapitalrequirementsandareusuallylargebanks,willhavelessflexi-
bilityunderthenewrules.

Theamendmentsareexpectedtoreducethecurrentdifferencesincapitalrequirementsbetweensmall
andlargebanksandmaystrengthenthecompetitivenessofsmallbanks.

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
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Key vulnerabilities in the Norwegian financial system
Theeconomyisregularlyexposedtoshocksthataffectboththerealeconomyandthefinancial
system.Promotingfinancialstabilitymeansensuringsufficientfinancialsystemresiliencetoabsorb
suchshocks.Inthiswork,NorgesBankfocusesonassessingsystemicrisk.Thefinancialsystem
shouldcontributetostableeconomicdevelopmentsbychannellingfundsandofferingsavings
products,executingpaymentsandefficientlydistributingrisk.Systemicriskistheriskofdisruption
tothefinancialsystem’sabilitytoperformthesefunctions.

Thelevelofsystemicriskdependsonanumberoffactors.Theriskofeconomicshocks,suchas
geopoliticaltensions,pushesupsystemicrisk.Financialsystemvulnerabilitiesfurtherincrease
systemicrisk.Chart1.AsummarisesNorgesBank’skeyassessmentsofvulnerabilitiesinthe
Norwegianfinancialsystem.

Thehighindebtednessofmanyhouseholdsisakeyvulnerability.InNorway,householdDTIratios
areveryhigh,bothhistoricallyandcomparedwithothercountries.Thisvulnerabilityhasbuiltup
overtimeasdebtlevelsrosemorethanhouseholdincomeoveranextendedperiod.Intheyears
precedingthepandemic,debtgrowthslowedandwasmorecloselyinlinewithincomegrowth.
Overthepasttwoyears,debthasrisenlessthanincome.Furtherout,suchdevelopmentscan
reducehouseholdvulnerabilitytohigherinterestratesoralossofincome.Ontheotherhand,
vulnerabilitiescouldincreaseagainiflooserfinancialconditionsresultinrapidlyrisinghouseprices
anddebt.Foramoredetaileddiscussionofhouseholdvulnerabilities,seeSection2.

Anotherkeyvulnerabilityisbanks’highCREexposure.HigherfinancingcostshavereducedCRE
profitability,andlowerpropertyvalueshaveweakenedsolvency.Withsellingpriceslevellingoff
andlowerrefinancingrisk,CREsectorprospectsarenowsomewhatbetterthantheywereoneyear
ago.However,theoutlookstillremainsuncertain.Ifinterestratesandriskpremiumsrisemarkedly,
orrentalincomedevelopmentsprovemarkedlyweakerthanenvisaged,thenprofitabilityandprop-
ertyvalueswillweaken.SeeSection3foramoredetaileddiscussionoftheCREsector.

Furthermore,banksinNorwayareinterconnectedthroughinterbankexposuresandcommonor
similarsecuritiesintheirliquidityreserves(seeFinancial Stability Report 2024H1).Coveredbonds

Chart 1.A Assessments of key financial system vulnerabilities that may cause or amplify downturns and 
financial turbulence

Many households are highly indebted 

Banks exposures to CRE are high

One bank’s funding is another’s liquidity reserves

The financial system is vulnerable to cyber attacks

Banks have large exposures to customers vulnerable to climate transition

Key financial system vulnerabilities 
that may cause or amplify downturns and financial turbulence

There are three vulnerability levels, of which red is the highest:

Source: Norges Bank

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
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accountforasubstantialshareofbankinggroups’wholesalefunding.Atthesametime,banksown
over60%ofoutstandingcoveredbondsissuedinNOK.Intheeventofsimultaneousfiresalesof
coveredbondsbymultiplebanks,bondpricesmayfallsharply,reducingthevalueofbanks’
liquidityreserves.Moreover,itcouldthenbecomeevenmoredifficultforbankstoobtainfresh
funding,weakeningtheirresiliencetofurtherliquidityproblems.

Digitalisationmakesthefinancialsystemmoreefficientbutalsogivesrisetovulnerabilities.
Concentration,complexityandinterconnectednessmayamplifytheconsequencesofacyber-
attackthatthenspillsovertotherestofthefinancialsystem(seeFinancial Infrastructure Report 
2024).Iftheoverallconsequencesareextensive,financialstabilitycouldbethreatened.

Furthermore,banks’substantialexposurestosectorsthatareparticularlyvulnerabletoclimate
transitionareafinancialsystemvulnerability(seeFinancial Stability Report 2024H1).TheNorwegian
businesssectormustadapttoclimatechangeandtheuseofnewformsofenergy.Thereisconsid-
erableuncertaintyaboutthecostofsuchatransition,andsomefirmsmayseetheirearnings
weaken.Ifmanyfirmsareadverselyaffected,thismayresultinhigherbanklosses.

However,thefinancialsystemcanbedesignedtobemoreresilienttoshocks.Inresponseto
financialsystemvulnerabilities,anumberofmeasureshavebeenintroducedtostrengthenthe
system’sresilience,suchassolvencyandliquidityrequirementsandrequirementsforbanks’
creditstandards.

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Infrastructure-Report/financial-infrastructure-2024/web-report-financial-infrastructure-2024/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Infrastructure-Report/financial-infrastructure-2024/web-report-financial-infrastructure-2024/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
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2. Households are able 
to service debt in the 
face of higher costs
Norwegianhouseholdshavehighdebt-to-income(DTI)ratio,andNorges
Bankhaslongconsideredhighhouseholddebttobeakeyvulnerabilityin
theNorwegianfinancialsystem.Thecombinationofhighindebtedness
andfloating-rateloans1requiredmosthouseholdstospendaconsider-
ablylargershareoftheirincomeoninterestpaymentswhenlendingrates
rosethrough2022and2023.Highinflationandhigherinterestrateshave
ledtotighterfinancesformosthouseholds,andforsomethishasbeen
difficulttomanage.However,defaultrateshaveremainedlow,reflecting
highemploymentandthesoundfinancialbasisofmosthouseholds
providedbyfinancialbuffers.

2.1 Debt-to-income ratios decline from a 
high level
Norwegianhouseholds’DTIratio2roseovermanyyearsandishighboth
historicallyandcomparedwithothercountries(Chart2.1).TheDTIratio
hasdeclinedsomewhatinrecentyears.Thedeclineisbroadlydistrib-
utedacrossagegroups(Chart2.2,leftpanel).Finanstilsynet’sresidential
mortgagelendingsurveyfor2024alsoshowsaslightdeclineindebtasa
shareofgrossannualincomeamongborrowersthattakeoutnewresi-
dentialmortgages.3

Lowhouseholddebtgrowthisexpectedinthecomingyears(see
Monetary Policy Report3/2024)and,combinedwithprospectsforhigher
disposableincome,thiswillreducethehouseholdDTIratiofurtheroutin
theprojectionperiod.WithalowerDTIratioandanexpecteddeclinein
lendingrates,theinterestburdenandthedebtserviceratio4willalso
graduallydecrease.Thismaymakeiteasierforhouseholdstoservice
theirdebt.ShouldtheDTIratiodeclineovertime,householdsmay
becomelessvulnerabletointerestrateincreasesandalossofincome.

Inawell-functioningcreditmarket,householdshaveaccesstocreditin
periodswhenincomeislowandsaveinperiodswhenincomeishigher.

1 InNorway,floating-rateloansaccountfor94%oftotalhouseholddebt.

2 Debtasshareofdisposableincome.

3 Finanstilsynet’sresidentialmortgagelendingsurveyfollowsuptherequirementsintheLending
Regulationsandaskshouseholdsaboutdebtasashareofgrossincome.TheRegulationsrequirethattotal
debtdoesnotexceed500%.

4 Debtserviceratioisthesumofinterestexpensesandestimatedprincipalpaymentsasapercentageof
after-taxincome.

Section2

https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-22024/
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Thisresultsinadistributionofconsumptionoveralifecyclethatisbetter
adjustedtohouseholds’needs.Norwegianhouseholdshavehistorically
accumulatedsubstantialdebtduetosuchconsiderations,owing
primarilytohomepurchasesearlyinlife.Consistentwiththis,DTIratios
arefoundtobeparticularlyhighamongyoungeragegroupswhenmany
householdsbuytheirfirsthomeortradeupinthehousingmarket(Chart
2.2,leftpanel).

Atthesametime,therearewidedifferenceswithineachagegroup.Inthe
25–34agegroup,morethan10%ofhouseholdshadDTIratiosofmore
thansixtimesafter-taxincomein2023(Chart2.2,rightpanel).Withinthe
34–45agegroup,thereisalsoalargegroupwithhighdebtlevels.Both
thedifferenceswithinagegroupsandthepercentagewithhighdebt
levelsdeclinemarkedlywithage.Inthe45–54agegroup,10%haveDTI
ratiosofclosetofivetimesafter-taxincome,whileforthosewiththe
highestdebtlevelsinthe65–74agegroup,DTIratiosare3.5times
after-taxincome.

Chart 2.1 Debt-to-income ratios decline from a high level
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Chart 2.2 Debt-to-income ratios decline in most age groups

DTI ratio by age group. Percent DTI ratio by age group. 2023. Percent

Sources: Norwegian Tax Administration, Statistics Norway and Norges Bank
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Households are able to service debt in the face of higher costs
In2022and2023,alargenumberofhouseholdsexperiencedlessfinan-
cialflexibility.Purchasingpowerfellinresponsetohigherinterestrates
andbecausepriceinflationwashigherthanwageinflation.Household
consumptionfellin2023,butthedeclinewaslesspronouncedthanthe
fallindisposableincome.Thesavingratefelltoalowlevelin2023.
ChangesinsavingbehaviourarediscussedinmoredetailinSection2.3.

Theinterestrateincreaseshaveledtoariseinaveragehousehold
interestburdensfromabout4%attheendof2021toabout9%atthe
startof2024(Chart2.1).Theinterestburdenrosesubstantiallyforallage
groupsin2023(Chart2.3,leftpanel).Therisewasmostpronouncedfor
theyoungeragegroupswhereDTIratiosarehighest.However,thereare
alsolargegroupswithhighDTIratiosintheolderagegroups.Throughto
the65–74agegroup,morethan10%ofhouseholdshadinterestburdens
above15%ofafter-taxincomein2023(Chart2.3,rightpanel).

Inadditiontotheriseintheinterestburdeninrecentyears,othercosts
havealsoincreased.Foodexpenditureinparticularhasrisen(Chart2.4).

Chart 2.3 Marked increase in interest burden for all age groups

Interest burden by age group.  Interest burden by age group. 2023.  
Percent Percent
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Chart 2.4 Increased expenses have pulled down discretionary income
Expenses as a share of after-tax income. Percent
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Nevertheless,mosthouseholdshavebeenabletobothservicetheirdebt
andcovernormallivingexpensesoutofcurrentincome,butthe
remainingdiscretionaryincomehasbeensubstantiallyreducedinrecent
years.5In2021,averagehouseholddiscretionaryincomewasabouthalf
ofafter-taxincomebasedonthedefinitionsinthisReport.Highercosts
reducedthissharethrough2022and2023,whilelowerprincipal
paymentsowingtotherepaymentofself-amortisingmortgagesand
somewhatlowerestimatedelectricityexpensescushionedthedecline.
Thereductionindiscretionaryincomeresultsinlessroomforfinancial
saving,realinvestmentandotherconsumption.

Discretionaryincomealsocontinuedtoaccountforasubstantialshareof
mosthouseholds’after-taxincomein2023(Chart2.5).Atthesametime,
7%ofhouseholds’havediscretionaryincomebelow30%ofafter-tax
incomeandmanyofthesehouseholdshaveexperiencedarelatively
largereductionindiscretionaryincomeinrecentyears.Moreover,some
householdshavenegativeorverylowdiscretionaryincome.Households
withoutdiscretionaryincomeoraccumulatedsavingsmaybeatriskof
default(seeSection2.3).In2024,interestratelevelshaverisenslightly.At
thesametime,realwagegrowthisexpectedforlargegroupsofhouse-
holds.Mosthouseholds’discretionaryincomewilllikelyremainbuoyant
orriseslightlythrough2024.

2.2 There is a limited risk of mortgage default
Eventhoughthepurchasingpowerofmanyhouseholdshasbeen
reduced,NorgesBankhassofarnotobservedaparticularlypronounced
riseinthehouseholddefaultrate.Norhastherebeenanincreaseinthe
numberofpaymentremarksamonghouseholdsoverthepastyear.

5 Normallivingexpensesincludeexpenditurerelatedtofood,clothingandotherordinaryconsumption,
fixedhousingexpensesandelectricity,butnotrestaurantdining,holidaysorgifts.SeeLindquist,K.-G,H.
SolheimandB.H.Batne(2022)"Norskeboligeierehargodgjeldsbetjeningsevne."[Norwegian
homeowners’debt-servicingcapacityisadequate]Staff Memo8/2022.NorgesBank,foradetailed
descriptionofnormallivingexpensesanddiscretionaryincome.Notethattheanalysisislimitedto
householdsthatowntheirhome.Homeownersaccountforaboutthreequartersofthedataset.

Chart 2.5 Most households have substantial discretionary income
Share of homeowners in different discretionary income ranges. Percent
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DefaultratesamongNorwegianhouseholdshavebeenlowsincethe
bankingcrisisinthe1990s.Householdinterestburdensarenowattheir
highestlevelsincethebankingcrisis(Chart2.1).Theriskofextensive
defaultisneverthelessconsideredlimited,partlyowingtostrongreal
incomegrowthinrecentdecades.Higherrealincomehasprovided
householdswithmorefinancialflexibility,whichcanbeusedfor
consumptionanddebtservicing.Inaddition,theLendingRegulationsset
theframeworkforbanks’creditstandardsandhavehelpedpreventeven
higherdebtaccumulation(seeboxonpage30).Thebuild-upofboth
financialwealthandhousingwealthhasimprovedthehouseholdsector’s
financialposition.Inadditiontocurrentincome,accumulatedwealthcan
bedrawnupontocovernormalexpensesandservicedebt.Amarginis
thereforeestimatedthattakesintoaccountbothincomeandwealth,and
itisassumedthathouseholdshavebeengrantedinterest-onlyperiodsin
theeventofpaymentproblems.Anegativemarginmeansthathouse-
holdsareincapableofpayinginterestunlesstheyreduceconsumptionto
belowanormallevel(Chart2.6).Inthesample,1.4%ofhouseholdsmay
haveanegativemarginbasedontheresidentialmortgageratein2024.
Thisisanincreaseofabout20000householdscomparedwith2021.
Overall,thesevulnerablehouseholdsholdapproximately2.2%ofresi-
dentialmortgagedebt.

NorgesBank’sestimatesindicatethatthenumberofhouseholdswitha
negativemarginatcurrentinterestratelevelsissomewhatlowerthan
suggestedbythesensitivityanalysisinFinancial Stability Report 2023H2.
Theanalysiswasbasedonhouseholdincome,debtandwealthin2021
andindicatedthatjustbelow2%ofhomeownerswouldhaveanegative
marginataninterestrateof5.8%,andthatthesehouseholdsheld
approximately3%ofthedebt.

Theremaybeseveralreasonsforthisdifference.Despitehavingfallen
fortheaveragehouseholdinthisperiod,therealincomeofsome

Chart 2.6 Most households can handle higher interest rates or a loss of income
Share of homeowners that may experience payment problems (negative margin) at 
different interest rate levels and with a loss of income. Percent
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householdsrose.Alargenumberofhouseholdswithsmallmarginsare
young,butoftenhaveabove-averageincomegrowth.Furthermore,a
numberofhouseholdsthatwereclosetohavinganegativemarginin
2021mayhavedrawnonfinancialwealthtorepaydebtintheperiod,
whichinturnhasreducedtheirsensitivitytointerestrateincreases.

ThereisuncertaintyconcerningfuturedevelopmentsintheNorwegian
economy.NorgesBankhasconductedanewsensitivityanalysisshowing
that3.5%ofhouseholdsmayhaveanegativemarginatalendingrateof
8.8%,whichis3percentagepointshigherthanactualinterestratesin
2024.Thisisinlinewiththelendingrateassumedinthestresstest
presentedinFinancial Stability Report2022.Thestresstestwasbasedon
ascenarioofhighinflationandaseveredownturn(Chart2.6).These
householdsholdapproximately5.4%ofresidentialmortgagedebt.

Householdsmayalsobeaffectedbyhigherunemploymentandafallin
income.Ifresidentialmortgageratesremainat5.8%,afallingross
incomeof10%increasestheshareofhouseholdswithanegativemargin
bycloseto2percentagepointsto4%.

Othernegativeshocksmayalsoaffecthouseholdsahead.Climatetransi-
tionrequirementsandmoreextremeweatherareexamplesofeffects
thatmayincreaseinthecomingyears.Thismaypushuphomeownership
costsandreducehouseholds’debtservicingcapacity(seeboxonpage
33).

2.3 Households have drawn on accumulated 
savings, but debt repayment behaviour shows 
little change
Wheninterestratesrise,householdsmustspendmoreoftheirincometo
servicedebt,butiftheyexpectthedecreaseinpurchasingpowertobe
temporary,severaladjustmentscanbemadetoreducethefallin
consumption.Theycanreducefinancialsavingand,overaperiod,draw
onaccumulatedsavings,suchasbankdepositsandsomesecurities
funds.Forhouseholdswithself-amortisingmortgages,theshareofprin-
cipalrepaymentswillbereducedautomaticallywheninterestratesrise.If
ahouseholdexperiencesdebt-servicingproblems,theycanasktheir
banktoreducetheprincipalrepaymentsontheirloans.Figuresfor
householdincomeandwealthin2023showthathouseholdshave
adjustedtheirsavingbehaviourinrelationtobankdepositsanddebt
repaymentinthefaceofhighinflationandhigherinterestrates.

The average household saves primarily in bank deposits
Householdfinancialassetscanbebroadlydividedintothreemaincate-
gories.Bankdepositsarenormallyhighlyliquidandavailableatshort
notice.Securitiesfundsandsavingsinlistedequitiesandbondsarealso
normallyliquidfinancialassets,butsavingsinequitieswilloftenbe
subjecttoalatenttaxonhistoricalcapitalgains.Thethirdcategoryis

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2022-financial-stability-report/
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unlistedequities.Equitiesnotlistedonanexchangemaybedifficultto
sellatshortnotice.

Financialwealthisunevenlydistributed(Table2.1).Alargemajorityof
householdshavesomebankdeposits.Theownershipofsecuritiesfunds
andotherfinancialwealthislimitedtoasmallgroupofhouseholds,
predominantlyhigh-net-worthindividuals.Medianbankdepositsare
almostNOK200000,whilemedianholdingsofsecuritiesfundsand
otherfinancialwealthareclosetozero.Asubstantialpartoftheholdings
ofsecuritiesfundsandunlistedequitiesareownedbylessthan10%of
households.Developmentsinbankdepositsarethereforemostimpor-
tantforatypicalhousehold.

From2009to2021,bankdepositsincreasedmorethanincome(Chart
2.7).Householdsincreasedtheirbankdepositsparticularlyduringthe
firsttwoyearsofthepandemic.Savingslowedafterthisperiodandthe
12-monthriseinbankdepositsmoveddownthrough2022anduntil
autumn2023.Bankdepositsalsofellrelativetoincomeduringthis
period.Attheendof2023,incomegrowthstartedtopickup,andthe
12-monthriseinbankdepositswas4.9%inAugust.

Table 2.1 Distribution of financial wealth among households. 2022

Assetholdingsheldby
themedianhousehold.

InthousandsofNOK

Shareofhouseholds
withvariousfinancial

assets.Percent

Shareoftotalasset
holdingsheldbythetop
tenpercentiles1.Percent

Bankdeposits 205 98 54

Securitiesfunds 0 29 93

Otherfinancialwealth 9 58 94

1 Thetoptenpercentilesarecalculatedforeachtypeoffinancialasset.

Sources:NorwegianTaxAdministration,StatisticsNorwayandNorgesBank

Chart 2.7 Bank deposits have increased over time and the pace of the 
increase has picked up in 2024
Bank deposits relative to income, and growth in bank deposits. Households
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Highly indebted households have reduced their bank deposits 
somewhat
In2022and2023,bankdepositsfellthemostforhouseholdswithhigh
DTIratios(Chart2.8),whichwasthemostvulnerablegroupwheninterest
ratesrose.ThedeclineinbankdepositssteepensasDTIratiosrise,and
thereductioninbankdepositsin2023wasslightlybelow10%ingroups
withhigherDTIratios.Bycomparison,themedianhouseholdwillnormally
increasebankdepositsbyslightlymorethan5%inanormalyear.Bank
depositsarestillhigherthantheywerebeforethepandemic,but
depositshaverisenataslowerpacethanconsumerpricesduringthis
period.Thissuggeststhattheabilityofhouseholdstousebankdeposits
tocoverhigherlivingcostshasbeenreducedsomewhat.

Inlinewithexpectations,bankdepositsareunevenlydistributedineach
debtgroup(Chart2.9).About10%ofhouseholdshavelessthan
NOK20000inbankdeposits.Atthesametime,manyhouseholdshave
substantiallyhigherdepositsthanthemedianhousehold,alsointhe
groupswithhighDTIratios.

Chart 2.8 Households in high DTI ratio groups reduced their bank deposits the 
most in 2023
Median bank deposits. In thousands of NOK
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Sources: Norwegian Tax Administration, Statistics Norway and Norges Bank

Chart 2.9 Holdings of bank deposits vary substantially
Bank deposits by DTI ratio group. 2023. In thousands of NOK

1 2 3 4 5 6 7

0

400

800

1200

1600

0

400

800

1200

1600

DTI ratio

B
a

n
k

 d
e

p
o

s
it

s
 i

n
 t

h
o

u
s

a
n

d
s

 o
f 

N
O

K

Sources: Norwegian Tax Administration, Statistics Norway and Norges Bank



Norges Bank Financial Stability Report 2024 H2 27

Section2

Attheendof2023,mosthouseholdswithhighDTIratioshadbank
depositsthatwereapproximatelyequaltotheirinterestexpensesin2023
(Chart2.10).Asimplecalculation,inwhichinterestexpensesin2023are
projectedusingtheincreaseintheaverageresidentialmortgageratein
theperiodbetween2023and2024,showsthathouseholdsinthegroups
withthehighestDTIratioscancoverabouttwo-thirdsoftheirinterest
expensesin2024solelybyusingtheirbankdeposits.

Sofarin2024,aggregatedfiguresfromStatisticsNorwayindicatethat
householdsusebankdepositstocoverhigherlivingcoststoalesser
extentthantheydidin2023.Aggregatehouseholddepositgrowthhas
acceleratedsomewhatsincetheendof2023(Chart2.7).Higherreal
wagesonthebackofhighwagegrowthandfallinginflation,arenow
improvinghouseholds’abilitytocoverhighercostsoutofcurrent
income.

Households have made little change to debt repayment and borrowing
Householdsthatcannotordonotwishtospendtheirsavingstoreduce
thefallinconsumptionwhencostsrise,caninsteadopttoincrease
borrowingorreducedebtrepayment.Ontheotherhand,higherinterest
ratesmaymeanthatsomehouseholdschoosetorepaytheirloansfaster
thanbefore.

Householdsthatwishtochangetheirborrowingandprincipalrepay-
mentshaveseveraloptions.AsmostNorwegianhouseholdshavefloat-
ing-rateloans,bankscanadjustloantermsandpermitfasterrepayment
withouttheborrowerincurringpremiumordiscountrates.Households
withaccesstohomeequitylinesofcreditcaneasilyincreasetheloan
amountaslongastheloan-to-value(LTV)ratioisbelow60%.Many
householdscanalsoquicklyaccessconsumercreditatrelativelyhigher

Chart 2.10 Households with high DTI ratios had bank deposits that were 
approximately equal to their interest expenses in 2023
Median bank deposit relative to interest expenses
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interestratesiftheysowish.6Consumercredithasincreasedsomewhat
inrecentyears,butstillaccountsforlessthan3%oftotalhousehold
debt.Furthermore,underaself-amortisingmortgagerepaymentplan,
householdswillautomaticallypayrelativelylowerprincipalrepayment
instalmentswheninterestratesincrease.Inthe2024Q3lendingsurvey,
banksreportthatalmostallloanswithprincipalrepaymentsareself-
amortisingmortgages.

NorgesBankhasexploredhowhouseholdsin2023changedtheirdebt
levelsandhasfocusedonhighlyindebtedhouseholds–heredefinedas
householdswithDTIratiosabove3.5andLTVratiosabove40%.Most
changesindebtresultsfromhousingtransactions.AsNorgesBank’s
focusishouseholdresponsetohighinflationandhigherinterestrates–
nothousepurchases–householdsthathavecarriedoutahousingtrans-
actionhavebeenomittedfromtheanalysis.7

At2022and2023interestratelevels,ahouseholdwithaself-amortising
mortgagewitharepaymentperiodof30yearswillrepaybetween1.5%
and5%ofthedebtduringthefirsthalfoftherepaymentperiod(Chart
2.11).Amajorityofhouseholdsinthesamplearefoundtorepayupto7.5%
ofoutstandingdebtonanannualbasis(Chart2.12).Slightlymorethan
10%ofthedebtinanygivenyearisheldbyhouseholdsthatrepaymore
than7.5%ofdebt.Atthesametime,aboutone-thirdofthedebtisheldby
householdsthatincreasetheirdebtinanygivenyear,eveniftheydonot
buyahouse.Thereisreasontobelievethatthisgroupwillincludemany
householdswithhomeequitylinesofcredit.

6 InanewanalysisofdatafromthedebtregistryinNorway,NorgesBankexploreswhataffectshouseholds’
useofconsumercredit.Onekeyfindingisthathomeownershipandthusbeingabletofinance
consumptionbyborrowingagainstahomereducestheneedforconsumercreditseeGautan,Getz-Wold,
GulbrandsenogNenov(2024)"Thedrivingforcesbehindhouseholds’accumulationofconsumerdebt".
Staff Memo8/2024.NorgesBank.

7 Theremainingselectioncomprisesaround25%ofhouseholds.

Chart 2.11 The principal repayment share in self-amortising mortgages 
increases further out in the payment schedule and declines with higher 
interest rate levels
Principal as a share of outstanding debt in a 30-year self-amortising mortgage 
by the number of years into the repayment term at different interest rate levels. 
Percent
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https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2024/staff-memo-8-2024-household-accumulation-of-consumer-debt/
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Thefiguresindicatethatmanyhouseholdsfollowarepaymentplanthat
correlateswithwhatonewouldexpectfromaself-amortisingmortgage.
Forthegroupthatrepaidupto7.5%ofthedebtin2022,thereisaclearly
visibleshifttowardssmallerprincipalpaymentsin2023(Chart2.13).
Mediandebtrepaymentforthisgroupfellfrom3.0%in2022to2.3%in
2023.Thisreductioninmediandebtrepaymentbroadlycorrespondsto
thereductioninprincipalrepaymentsintherepaymentplanfora
self-amortisingmortgage,givenaninterestrateincreaseofslightly
above2percentagepoints,whichcorrespondstothechangeintheresi-
dentialmortgagerateintheperiodbetween2022and2023.

Thefiguresalsoindicatethattheuseofinterest-onlyperiodsincreased
somewhatin2023.In2023,therewasasmallincreaseinthesharethat
paidclosetozeroinprincipalpayments.NorgesBank’slendingsurveys
in2023showedanincreasingdemandforinterest-onlyperiodsthrough
theyear.However,banksreportedinthe2024Q2lendingsurveythat

Chart 2.12 Most households make small repayments
Distribution of changes in debt in the period 2018–2023
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Chart 2.13 Households repaid slightly less of their debt in 2023
Distribution of annual change in debt in 2022 and 2023
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applicationsforinterest-onlyperiodshavereturnedtoapproximatelythe
levelprecedingthetighteningcycle.

NorgesBankhasalsoobservedthathouseholdsinthegroupsthatmake
substantialchangestotheirdebtlevels,havemadeadjustmentsin2023.
Inthegroupthatmakeslargerepayments,themedianrepayment
increasedfromapproximatelyNOK700000tojustoverNOK800000
(Chart2.14).Inthegroupthatincreasestheirborrowing,mediandebt
accumulationfellfromapproximatelyNOK200000toapproximately
NOK150000.

Thefiguresindicatethatformanyhouseholds,reducedprincipalrepay-
mentshavehelpedreducethefallinconsumptionin2023.Inaddition,
morehouseholdsthanbeforehavechosentoincreasedebtrepayment
andreduceborrowing,makingthemlessvulnerabletohighinterestrates
ahead.Inaddition,householdsdonotappeartohavedrawnmoreon
homeequitylinesofcreditandshort-termcredit,suchasconsumer
credit,tomaintainconsumption.

Chart 2.14 Large debt repayments increased somewhat, and borrowing 
decreased somewhat
Median change in debt for different household groups. In thousands of NOK
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Sources: Norwegian Tax Administration, Statistics Norway and Norges Bank

About the data underlying the analyses in 
this section
Analysesofhouseholdsarebasedonstatistics,withtaxreturnsas
themostimportantdatasource.Taxreturnscontain,interalia,infor-
mationaboutincome,debtandfinancialwealthattheindividual
householdlevel.

Intheperiodto31December2022,StatisticsNorwaysupplies
completeincomeandwealthstatisticsforNorwegianhouseholds.
For2023,dataareusedfromtaxreturnsprocessedasof9July2024
bytheNorwegianTaxAdministration.Thedatasetfor2023
comprisesapproximately90%ofNorwegianhouseholds.
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Section2The Lending Regulations have dampened the 
build-up of vulnerabilities in the household 
sector
On3October2024,NorgesBanksentaconsultationresponse(inNorwe-
gianonly)totheMinistryofFinanceconcerningchangesintheLending
Regulationsthatexpireon31December2024.

FinanstilsynethasproposedacontinuationoftheRegulationsintheir
currentform.NorgesBanksupportsFinanstilsynet’sassessmentthatthe
Regulationshelppreventfinancialvulnerabilities,andintheBank’sview,
theRegulationsshouldbecontinuedwithsomeadjustments.

TheLendingRegulationshavesetlimitsonbanks’lendingpracticesand
helpedpreventanevenstrongerbuild-upofdebt.Theshareofhouse-
holdswithhigherDTIandLTVratiosthanthemaximumdefinedinthe
RegulationswassubstantiallyreducedaftertheRegulationsenteredinto
force.IntheviewofNorgesBank,theRegulationshavecurbedthe
build-upofvulnerabilitiesinthehouseholdsectorandcontributedto
fewerfamiliesfacingproblemsservicingdebtwhenbothpricesand
interestratesrosemarkedlyin2022.Theregulationofconsumercredit
from2019alsohelpedreducevulnerabilityinthehouseholdsector.

Accesstocreditisagood.Awell-functioningcreditmarketprovides
householdswiththeopportunitytoborrowinlow-incomeperiods
againstsavinginhigher-incomeperiods.Thisresultsinadistributionof
consumptionoveralifecyclethatisbetteradjustedtohouseholds’
needs.

However,basedonhistoricalexperience,unregulatedfinancialmarkets
mayresultinmoredebtthanisoptimalforsocietyasawhole.Highand
rapidlyrisingdebtcanincreasefinancialsystemvulnerability,amplify
economicdownturnsandraisetheriskoffinancialcrises.1Financial
crisesareverycostly,bothforindividualagentsandforsocietyasa
whole.2Inlightofexperiencesfromthebankingcrisisintheearly1990s
andlaterfromthe2008–2010financialcrisis,muchhasbeendoneto
regulatethefinancialsector,bothnationallyandinternationally,inorder
toimprovethefunctioningoffinancialmarkets.

Severalinternationalbodieshaveemphasisedthattheregulationof
lendingtohouseholdsisanimportantpartofthepolicymakingtoolkitto
promotefinancialstabilityandpreventfinancialcrises.BoththeEuro-

1 See,interalia,Schularick&Taylor(2012)“CreditBoomsGoneBust:MonetaryPolicy,LeverageCycles,and
FinancialCrises,1870-2008.”American Economic Review,102(2),p.1029–61,Jordà,Schularick&Taylor
(2015)“Leveragedbubbles.”Journal of Monetary Economics,76,Supplement,p.1-S20,Jordà,Schularick,&
Taylor(2016)“Thegreatmortgaging:housingfinance,crisesandbusinesscycles.”Economic Policy,31(85),
p.107–152,Eggertson&Krugman(2012)“Debt,Deleveraging,andtheLiquidityTrap:AFisher-Minsky-Koo
Approach*.”The Quarterly Journal of Economics,127(3),p.1469-1513,andKorinek&Simsek(2016)“Liquidity
TrapandExcessiveLeverage.”American Economic Review,106(3),p.699–738.

2 See,interalia,Reinhart&Rogoff(2009)This Time is Different: Eight countries of Financial Folly. Princeton,
NewJersey:PrincetonUniversityPress,andJordà,Schularick&Taylor(2013)“Whencreditbitesback.”,
Journal of money, credit and banking,45(2),p.3–28.

https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Brev-og-uttalelser/2024/2024-10-03-horing-utlansforskriften/
https://www.aeaweb.org/articles?id=10.1257/aer.102.2.1029
https://www.aeaweb.org/articles?id=10.1257/aer.102.2.1029
https://www.sciencedirect.com/science/article/pii/S0304393215000987
https://academic.oup.com/economicpolicy/article/31/85/107/2392378
https://academic.oup.com/qje/article/127/3/1469/1924252
https://academic.oup.com/qje/article/127/3/1469/1924252
https://www.aeaweb.org/articles?id=10.1257/aer.20140289
https://www.aeaweb.org/articles?id=10.1257/aer.20140289
This Time is Different: Eight countries of Financial Folly
https://onlinelibrary.wiley.com/doi/full/10.1111/jmcb.12069
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peanSystemicRiskBoard(ESRB)3andtheIMF4haveagreedthatthe
LendingRegulationsincreasefinancialsystemresilience.Manycoun-
tries,includingmostEU/EEAcountries,haveintroducedlendingregula-
tionsoverthepast10–15years.

Creditregulationmuststrikeabalancebetweenlimitingthebuild-upof
riskinthefinancialsystemandensuringefficientcreditmarkets.Stand-
ardisedrequirementsmayhaveundesirableconsequencesinindividual
casesandweakenbanks’incentivestoassumeindependentresponsi-
bilityforassessingrisk.Meetingrequirementsforadditionalcollateral
mayalsobeattheexpenseofotherfinancialbuffers.5Regulationmay
alsohaveunintendeddistributionaleffects.TheLTVratiorequirement
maypreventindividualswithlowequitybutotherwisesoliddebt-
servicingcapacityfromenteringthehousingmarketwithouthelpfrom
theirfamilies.6

Sucheffectsfromindividualrequirementsmustbeweighedagainstthe
economicbenefitsoflendingregulations.Thebenefitofreducingthe
probabilityoffinancialcrisesissubstantial.InNorgesBank’sview,there
areclearindicationsthattheRegulationshavereducedborrowing
withoutsignificantlypreventingcreditworthyhouseholdsfromentering
thehousingmarket.Forthatreason,NorgesBankisoftheopinionthat
theLendingRegulationsshouldbecontinuedindefinitely.Permanent
LendingRegulationswillcontributetopredictabilityandcounterfuture
deteriorationofbanks’creditstandards.TheRegulationsshould,
however,bereassessedatregularintervals.Itisimportanttoexpand
knowledgeabouttheeffectsoftheRegulationsandtheconsequencesof
theirindividualelements.

InlightoftheexperiencegainedsincetheintroductionoftheLending
Regulations,NorgesBankproposessomechanges.Assumingthatall
otherrequirementsremainunchanged,raisingthemaximumLTVratio
from85%to90%shouldbeconsidered.Giventhattheothercurrent
requirementsremainunchanged,inNorgesBank’sview,suchanadjust-
mentwoulddampenpotentiallyunfortunatedistributioneffectsofthis
requirementsomewhat,withoutasignificantincreaseinsystemicrisk.In
NorgesBank’sopinion,itshouldalsobeassessedwhethertheinterest
ratestresstestofdebt-servicingcapacityshouldgivegreaterconsidera-
tiontotherisk-mitigatingeffectsoffixed-rateloans.

3 SeeESRB(2024)Follow-up report on vulnerabilities in the residential real estate sectors of the EEA 
countries.February2024.EuropeanSystemicRiskBoard.

4 SeeIMF(2024)Norway: Staff concluding Statement of the 2024 Article IV Mission.InternatialMonetary
Fund.

5 SeeAastveit,Juelsrud,&Wold(2020)“Theleverage-liquiditytrade-offofmortgageregulation.”Working 
paper6/2020,NorgesBank.

6 Wold,Aastveit,Brandsaas,Juelsrud&Natvik(2023)“Thehousingchannelofintergenerationalwealth
persistence.”Working paper16/2023,NorgesBank,showthathelptobecomeahomeownerisoneofthe
mostimportantchannelsfortransferringwealthacrossgenerations.

https://www.esrb.europa.eu/news/pr/date/2024/html/esrb.pr240201~2abae96aef.en.html
https://www.esrb.europa.eu/news/pr/date/2024/html/esrb.pr240201~2abae96aef.en.html
https://www.imf.org/en/Publications/CR/Issues/2024/09/17/Norway-2024-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-555052
https://www.norges-bank.no/en/news-events/news-publications/Papers/Working-Papers/2020/62020/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Working-Papers/2023/wp-16-2023/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Working-Papers/2023/wp-16-2023/
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Section2Energy transition will entail costs for 
homeowners1

Toreachlowergreenhousegasemissiontargets,energyconsumption
mustchange.Fossilfuelsmustbereplacedwithnewenergysources
andenergyconsumptionmustbereduced.Thetransitionwillentailcosts
inatransitionperiod.Firmsandhouseholdsthatareunpreparedmay
faceproblemsservicingdebt,potentiallyposingchallengestobanksand
financialinstitutions.Anefficientenergytransitionrequiresthefinancial
systemtobeprepared.Inanumberofreports,NorgesBankhasquanti-
fiedhowclimatetransitioncouldaffectbanks’customers.Thepossible
consequencesforbanklossesarisingfromanincreaseincarbonprices
arediscussed inFinancial Stability Report 2024H1.2

ThisReportfocusesonhouseholds.Inmanysectors,itmaybedifficultto
reduceenergyconsumptionwithoutreducingactivitylevels.However,
thehousingsectorhasaconsiderablepotentialforreducingenergy
consumptionwithoutnecessarilyloweringhousingstandards,for
example,byimprovinginsulationandincreasingtheuseofairsource
heatpumps.Itmayalsobeappropriatetousebiofuelasanalternativeto
electricity.3

Newhomeshavelongbeensubjecttostrictbuildingstandards.Inrecent
years,manycountrieshavealsointroducedrequirementstoimprovethe
energyefficiencyofexistinghomes.IntheEU,thisissetoutintheEnergy
PerformanceofBuildingsDirective.4In2023,theNorwegianMinistryof
PetroleumandEnergypresenteditsactionplanforenergyefficiencyin
whichthegovernmentaskstheNorwegianWaterResourcesandEnergy
Directorate(NVE)toexploreatargetofreducingelectricityconsumption
inthebuildingstock(residentialandcommercialbuildings)by10TWhby
2030.5TheanalysisisbasedonthepremisethatNorwegianhomeowners
mayberequiredtomakeinvestmentsinthefuturetoimprovetheenergy
efficiencyoftheirhomes.

Toillustratethepotentialeffectsofnewenergyefficiencyrequirements,
itisassumedthathouseholdsmustcarryoutcomprehensiveenergyeffi-
ciencymeasureswithoutgovernmentsubsidies,iefinancedbydrawing
onaccumulatedsavingsorincreasingdebt.Higherdebtwillleadto
elevatedcostsandreducediscretionaryincome,whichcouldaffect

1 TheboxexpandsuponSolheim,H.andVatne,B.H.(2024),“Energiomstillingavbolig:konsekvenserfor
husholdningenesgjeldbetjeningsevneoggjeldsopptak”[Residentialenergytransition:consequencesfor
households’debt-servicingcapacityandborrowing”,Staff Memo7/2024.NorgesBank.

2 Hjelseth,I.N.,R.M.JohansenandH.Solheim(2024):“Firms’transitiontolowergreenhousegasemissions
andtheriskinNorwegianbanks”,Staff Memo3/24.NorgesBank

3 Itmustbenotedthatthemostefficientwaytoreduceenergyconsumptioninhomesistoacceptlower
indoortemperatureswhenitiscoldandsmallerlivingspacethantoday.Thesearemeasuresthatwill
reducequalityofliving.Inthefollowing,wedisregardsuchadjustments.

4 SeeEnergyPerformanceofBuildingsDirective.

5 “Handlingsplanforenergieffektiviseringialledeleravnorskøkonom”i(regjeringen.no)[Actionplanfor
energyefficiencyinallpartsoftheNorwegianeconomy](inNorwegianonly).ThetargetwassetinReport
No.25totheStorting(2015–2016)“Krafttilendring–Energipolitikkenmot2030”[Powerforchange–The
energypolicytowards2030](inNorwegianonly).

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2024/staff-memo-7-2024-energiomstilling/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2024/staff-memo-7-2024-energiomstilling/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2024/staff-memo-3-24/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2024/staff-memo-3-24/
https://energy.ec.europa.eu/topics/energy-efficiency/energy-efficient-buildings/energy-performance-buildings-directive_en
https://www.regjeringen.no/contentassets/76641946084c49e9910bf60cd7df5dd3/no/pdfs/handlingsplan-for-energieffektivisering.pdf
https://www.regjeringen.no/no/dokumenter/meld.-st.-25-20152016/id2482952/?ch=1
https://www.regjeringen.no/no/dokumenter/meld.-st.-25-20152016/id2482952/?ch=1
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housepricesandhouseholds’debt-servicingcapacity.Borrowingto
implementenergyefficiencymeasuresmayalsobreachexistingregula-
tionssuchasthecurrentLendingRegulations.

ThecalculationusesdataonenergyconsumptionperhomefromEien-
domsverdiandinformationonhomeownerincome,wealthanddebtfrom
theNorwegianTaxAdministration.Simpleassumptionshavebeenmade
regardingenergyrenovationcostspersquaremetreoflivingspaceto
calculatethenormforenergyusepersquaremetre.6Theestimated
averageenergyrenovationcostvariesfromaroundNOK450000fora
detachedhousetoaroundNOK150000foraflat(Chart2.A).

Theincome,debtandwealthofeachhomeownerisknown.Itisexplored
whethertheownerisabletofinancetheinvestment,eitherwithbank
deposits(wheretheremustbeatleastNOK100000remaininginthe

6 Thenormissetasenergyconsumptionpersquaremetreofthe15%mostenergy-efficienthomesofthe
samehousingtypeinthesamecounty.

Chart 2.A Renovation costs vary across housing types
Average estimated renovation cost per housing unit by type. In thousands of NOK
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Chart 2.B Approximately 90 percent of households can cover renovation 
costs with bank deposits or by borrowing
Possible forms of financing for residential renovation costs. Share of homeowners. 
Percent
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homeowner’saccount)orbyincreasingdebtwithoutbreachingthedebt-
to-incomeandloan-to-valuerequirementsintheLendingRegulations.

Theanalysisindicatesthataround40%ofhouseholdscanfinancethe
investmentsolelywithbankdeposits(Chart2.B).Around80%cancover
investmentexpensesbytakingoutloansinaccordancewiththeLending
Regulations,andafurther8%cancovercostsbyusingbankdepositsas
well.Around12%areunabletocoversuchinvestmentcostsunderthe
stipulatedassumptions.Aroundhalfofthesehouseholdshaveneither
bankdepositsnorthepossibilitytoborrowtocoverevenfairlysmall
investments.

Thesignificantdeclineinelectricityexpensesresultingfromthisinvest-
mentmustalsobeconsideredwhencalculatingfinancingcosts.Itis
assumedthatahome’spost-investmentenergyconsumptionwillequal
thecalculatednorm.Costsareconsiderablyreducedwhenelectricity
savingsaretakenintoconsideration,however,theinvestmentwillbea
netexpensefortheaveragehouseholdatcurrentresidentialmortgage
ratesandelectricityprices(Chart2.C).Thisisalsothecasewhen
assumingareductioninresidentialmortgageratesoftwopercentage
pointsoradoublingofelectricityprices,bothofwhichwillimprove
returnsoninvestment.Theinvestmentwillthereforeweakenhome-
owners’liquidityandfurthermoretheirabilitytoserviceexistingloans.

Atthesametime,thedemandforcreditisincreasing.Ifallhouseholds
covertheirinvestmentneedsbyborrowing,totalcreditneedswill
increasebyaround20%(Chart2.D).Bankswillthereforeplayakeyrolein
thetransitionprocess.

Itmustagainbeemphasisedthatthiscalculationassumestheintroduc-
tionofstrictrequirementswithinashorttimespanwithouttransitional
arrangementsorothergovernmentmeasures.Itisnotaprojectionfor
howatransitionwillplayout.Nevertheless,thecalculationmayilluminate

Chart 2.C Electricity prices must increase for energy efficiency measures to 
be profitable
Net cost of energy efficiency measures fully debt-financed. By income group. 
Percent of after-tax income
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somefinancialstabilityriskfactorsandbeseenasanorder-of-magni-
tudeestimateofthetransitioncosts.Thereisreasontobelievethat
energyefficiencyrequirementswillbeintroducedandthattheymay
carrysignificantcostsformanyhouseholds,evenwhenlowerenergy
consumptionreturnsaretakenintoconsideration.Othertypesofclimate
risk,suchasanincreasedfrequencyofextremeweatherevents,may
resultinsimilarconsequences.Theriskofhighercostsforhomeowners
mustbeconsideredbybanksintheircreditassessments.Toadequately
assesspotentialrisk,banksmusthavesufficientinformationonthe
energyconsumptionperhomeandpotentialimprovements.Homesare
requiredtohaveanenergylabelratinginNorway,butthereisroomfor
improvementinboththemethodologyandthescopeoftheassessment.
ThisanalysisalsosupportstheclimateanalysispresentedinFinancial 
Stability2024H1, whichnotesthathigheremissiontaxesmayleadto
somewhathigherbanklossesandamarkedriseintheneedfornew
loans.

Chart 2.D Fully debt financed renovations will increase household debt
Percentage increase in debt for different groups that finance renovations only by 
borrowing
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https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2024-1-finansiell-stabilitet/
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3. Somewhat improved 
CRE prospects but still 
challenging for real 
estate developers
Inthefinancialstabilityassessment,NorgesBankisparticularly
concernedwithdevelopmentsintheCREsectorandamongrealestate
developersbecauseNorwegianbanks’relativeexposuretothese
sectorsissubstantial.Whileallsectorshavebeenaffectedbyrising
interestratesinrecentyears,theimpactontherealestatesectorhas
beenparticularlypronouncedowingtooftenhighdebt-to-earnings
ratios.However,growthintheNorwegianeconomyhasremained
buoyant,whichhashelpedmostfirmscoverhigherinterestexpenses.
ProspectsfortheCREsectorarenowsomewhatimproved,butcondi-
tionsremainchallengingforrealestatedevelopers.

3.1 Firms are solid, but interest expenses 
erode profitability
Corporate financial positions were somewhat weaker at end-2023
Overall,corporatefinancialpositionsweresolidduringthepandemic
years2020and2021.1Developmentshavesinceweakenedsomewhatin
pacewithhigherinterestrates,particularlyinrealestate(CREfirms,
constructionfirmsandrealestatedevelopers).Thesefirmshavealso
beenaffectedbyalowlevelofconstructionactivity.Theinterestrate
increaseshavealsoinfluencedconsumer-facingsectorssuchasretail
tradeandhouseholdservicesthroughlowerhouseholdconsumption.
However,followingweakdevelopmentsin2023,consumptionhaspicked
upsofarin2024.

Forlistedcompanies,figuresfor2024indicatesomeimprovementin
financialpositionsbutdifferencesacrosssectorsarewide.Information
fromNorgesBank’sRegionalNetworkindicatesthateconomicgrowth
willpickupalittlefromcurrentweaklevelsinthesecondhalfof2024(see
Monetary Policy Report 3/2024).

1 ThefinancialstatementanalysiscoversNorwegiannon-financiallimitedcompaniesthathavesubmitted
annualfinancialstatementsfortheapplicableyear.Firmsinoilandgasextraction,andpowercompanies
areomittedfromtheanalysisowingtosubstantialearningsvolatilitythathasadisproportionatelylarge
impactonoveralldevelopments.Bankexposuretosuchfirmsisrelativelysmall.

Section3

https://www.norges-bank.no/en/news-events/news-publications/Reports/Monetary-Policy-Report/2024/mpr-32024/
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Overallcorporatesectorsolvencyisstrong.Equityratioshaverisen
steadilyoveranextendedperiodandhaveremainedrelativelystablein
recentyears(Chart3.1).However,profitabilityasmeasuredbyfirms’
operatingmarginsshowedsomewhatweakerdevelopmentsin2023.In
sectorswithhighdebt-to-earningsratios,suchasrealestatedevelop-
mentandCRE,thedeclineprimarilyreflectshigherinterestexpenses
(Chart3.2).Notsincethefinancialcrisisin2008hasrealestatedevelop-
mentprofitabilityadjustedforinterestexpensesbeenaslow.

Sofarin2024,profitabilityhasimprovedslightlyforsomelargereal
estatedevelopersandCREfirmsthatreportquarterly,butlessthanfor
othersectors.However,theprofitabilityofsomeconstructionfirmsthat
alsoreportquarterlywasslightlyweaker.InSeptember,construction
contactsinNorgesBank’sRegionalNetworkexpectedactivitylevelsto
declinein2024H2.

Liquidbuffersincreasefirms’resiliencetoperiodsofreducedearnings.
Duringthepandemic,corporatebankdepositsincreasedmorethan
firms’currentliabilitiesbuthavesincefallenback(Chart3.3).Forreal

Chart 3.1 Firms overall remain solid
Equity ratios. Percent
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Chart 3.2 Interest expenses erode profitability
Operating margins before and after interest expenses. Percent
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estatedevelopers,liquidbuffershavefallenmarkedlybelowtheirhistor-
icalaverage.

Higher number of real estate bankruptcies
Owingtoweakereconomicdevelopmentssincethebeginningof2023,
theshareofcorporatebankruptcieshasrisen.Bankruptcieshaverisen
moreintherealestatesectorthaninothersectors(Chart3.4),reflecting
thegreaterimpactontherealestatesectorofhigherinterestexpenses

Chart 3.3 Lower liquid buffer levels
Bank deposits as a share of current liabilities. Percent
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The real estate sector’s importance for financial stability
Thefinancialpositionofrealestatefirmsisimportantforfinancialstabilitybecausetheirproblemscan
resultinbanklosses.Bankshavehistoricallysufferedhigherlossesonloanstothecorporatesectorthan
tohouseholds.

Atyear-end2023,CREandrealestatedevelopmentloansamountedto55%ofNorwegianbanks’total
corporateexposures.Constructionfirmsaccountforasmallershareofbanks’corporateexposuresbuta
highershareofthoseemployedinrealestate.

Inaconstructionproject,realestatedevelopersnormallyowntheprojectandtakeoutloanssecuredon
theproject.Fordeveloperstobeabletoaccessfinancing,banksnormallyrequireeitheraconsiderable
shareoftheunitstobepre-soldorabindingleaseagreement.Thecontractorandsub-contractorsare
responsibleforbuildingconstruction.Whenaunitiscompleted,ownershipisnormallyhandedovertoa
householdifthepropertyisresidentialortoaCREfirmifthepropertyiscommercial.Thenewbuilding
usuallybecomesapartoftheCREfirm’sexistingportfolioofcommercialpropertiesforrent.Banksplaya
keyroleinfinancingbuildingpurchases,bothforhouseholdsandCREfirms.ForCREfirms,banksalso
playakeyroleinrefinancingloans.

Banks’creditriskonexposurestorealestatedevelopmentandCREiscloselylinkedtopricedevelop-
mentsintherealestatemarket.Forrealestatedevelopmentexposures,theriskalsoreflectsthedemand
fornewcommercialandresidentialbuildings,andthenumberofunsoldunitsinprojectsthathave
alreadybeenstarted.
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andlowconstructionactivity.Higherbankruptcyratesinothersectors
mayalsoreflectanormalisationfollowingaperiodofunusuallylowbank-
ruptcyratesduringthepandemic.

InCREandrealestatedevelopment,normallyonlyafewfirmsgobank-
rupt,althoughpost-pandemicbankruptcyratesinthesesectorsareup.
Sincethepandemic,realestatedevelopmenthasbeenthesectorwith
thehighestrelativeincreaseinbankruptcyrates,atover50%.Itisalso
thesectorwiththeweakesteconomicdevelopmentsin2023.Higher
bankruptcyratesaremorecommoninconstruction,wherefirmstypically
havesmallprofitmarginsandlowcapitalisation.Thismakesthemless
resilienttotemporarydeclinesindemand,aswitnessedinrecentyears.

Mostofthefirmsthathavegonebankruptoverthepastyeararerela-
tivelysmall,withanaverageofjustunderfiveemployeesandNOK1min
bankdebt(Chart3.5).Debtheldbyfirmsthatgobankrupthasincreased
somewhatinrecentyearsbutisatbroadlythesamelevelastheaverage
forthepasttenyearsandstillbelowtheaverageforallfirms.Inthereal
estatesector,however,theincreaseindebtheldbybankruptfirmsis

Chart 3.4 More bankruptcies in the real estate sector than in other sectors
Share of firms that have gone bankrupt over the past 12 months. Percent
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Chart 3.5 Firms that have gone bankrupt in 2024 are relatively small
Number of firms that have gone bankrupt over the past 12 months and average 
bank debt and employees in firms that have gone bankrupt
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substantial.Whiletheaveragedebtofbankruptrealestatedevelopers
andCREfirmsismorethantwiceashighasbeforethepandemic,the
averagenumberofemployeesremainsbroadlythesame.

Developments in debt collection cases indicate a somewhat higher 
bankruptcy rate ahead
Theshareoffirmsfacingdebtcollection2hasrisenconsiderablyin
recentyears(Chart3.6).Asalastresort,debtcollectioncasescanendin
bankruptcy,anddevelopmentsinbankruptcyratesmovedbroadlyin
pacewithdebtcollectioncasesupuntil2018.Sincethen,thenumberof
firmsfacingdebtcollectionhasrisenconsiderablyfasterthanbank-
ruptcyrates.Theremaybevariousreasonsforthischange.Thescopeof
debtcollectionstatisticsmayhavebroadened,andinadditionthe
NorwegianTaxAdministrationreduceditsbankruptcypetitionssubstan-
tiallyduringthepandemic.Overthepasttwoyears,bothdebtcollection
casesandbankruptcieshavepickedupagain,risingatbroadlythesame
rate.

AnewanalysisfromNorgesBankexaminestherelationshipbetween
debtcollectioncasesandbankruptcies,andparticularlywhetherdevel-
opmentsindebtcollectioncasescanindicatebankruptcyrisk.The
resultsconfirmthatthereisaclearcorrelationbetweendevelopmentsin
debtcollectioncasesandbankruptciesovertime.3Over85%offirmsthat
havegonebankruptwerefoundtohavehadatleastonedebtcollection
case.Amongthefirmsthathadatleastoneoutstandingdebtcollection
caseattheendofagivenmonth,14%wentbankruptwithinayearinthe
periodbetween2013and2018.Thissharedeclinedafter2018andduring
thepandemicbutappearstohavestabilisedaround10%inrecentyears.

2 Debtcollectioncaseswheretheclaimhasremainedoutstandinglongenoughforapaymentremarktobe
formallyregisteredwiththecreditreportingagencies.

3 SeeHjelseth,I.N.andK.Liaudinskas(2024)“RecordIncreaseinPaymentRemarks:ARedFlagfor
NorwegianFirms?”.Staff Memo9/2024.NorgesBank

Chart 3.6 Share of firms facing debt collection has increased more than the 
share of bankruptcies
Share of firms that have gone bankrupt over the past 12 months and share of firms 
with outstanding debt collection cases (Twelve-month moving average). Index. 
Jan. 2013 = 1
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https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2024/staff-memo-9-2024/
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Theshareoffirmsthatwentbankruptwithinthreeyearsfollowingtheir
firstdebtcollectioncasewas26%intheperiodbetween2013and2018.

Intheanalysis,awidedifferenceisfoundbetweenthenumberofdebt
collectioncasesamongthefirmsthatgobankruptandamongthefirms
thatdonot.Forfirmsthatgobankruptone,twoorthreeyearsaftertheir
firstdebtcollectioncase,thenumberofoutstandingdebtcollection
casesduringthisperiodincreasessubstantiallycomparedwiththefirms
thatdonotgobankrupt(Chart3.7).

Firmswithahighriskofbankruptcyaredefinedhereasthosewithat
leastfouroutstandingdebtcollectioncases.4Thesefirmsaccountfor
almost30%ofallfirmsfacingdebtcollectionandhaveanaverageof25

4 Followingthepandemic,22%ofsuchfirmswentbankruptwithinoneyear.Intheperiodbetween2013and
2024,thiscriterionreflects60%ofbankruptciesamongfirmsfacingdebtcollection.

Chart 3.7 Substantial increase in outstanding debt collection cases before 
bankruptcy
Average number of outstanding debt collection cases per firm declared bankrupt 
within 1, 2 and 3 years of the first debt collection case and per firm that did not go 
bankrupt
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Chart 3.8 Share of firms with high bankruptcy risk has recently increased
Share of firms with outstanding debt collection cases. Twelve-month moving 
average. Index. Dec 2019 = 1
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employees.Bycomparison,firmswithlowerbankruptcyriskhavean
averageof15employees.

Inordertoprojectbankruptcydevelopmentsahead,acloserexamination
iscarriedoutofwhethertheriseintheshareofdebtcollectioncasesin
recentyearsisdrivenbyfirmswithhighorrelativelylowbankruptcyrisk.
Iftherisehadprimarilybeendrivenbyfirmswithrelativelylowbank-
ruptcyrisk,itwouldhavebeenreasonabletoassumethattheresulting
riseinthebankruptcyratewouldnothavebeenashigh.However,the
analysisfindsthattheshareoffirmswithahighriskofbankruptcyhas
increasedjustasmuchastheshareofthosewithalowerrisksince
December2019,andparticularlyintherecentperiod(Chart3.8).These
developmentsindebtcollectionthereforesuggestasomewhathigher
bankruptcyrateahead.Asimplepredictionmodelindicatesariseinthe
bankruptcyratefrom1.4%to1.5%overthecomingyear.5

3.2 Somewhat improved prospects in the 
CRE sector
Commercial property prices have levelled off and financing costs have 
fallen
Owingtohigherinterestrates,commercialpropertypriceshavefallen
overthepasttwoyears(Chart3.9),andsofarin2024,sellingpriceshave
levelledoff.Sellingpricesdependonrentalpricesandtheyield.6Therise
ininterestrateshasledtomarkedlyhigheryieldsandlowersellingprices,
whileasharpriseinrentshascurbedthefallinprices.Long-terminterest
rateshavefallenslightlysinceFinancial Stability Report 2024H1was
publishedinMay,andcreditpremiumshavefallen.Theyieldistherefore
notexpectedtoincreaseasmuchaspreviouslyprojected.However,the

5 Thepredictionisbasedonthenumberoffirmswithoutstandingdebtcollectioncases,theshareoffirms
thathavegonebankruptafteratleastonedebtcollectioncaseinthepastyearandtheshareoffirmsthat
havegonebankruptwithouthavingreceivedanydebtcollectioncasesinthepastyear.Seefurther
discussioninHjelseth,I.N.andK.Liaudinskas(2024)“RecordIncreaseinPaymentRemarks:ARedFlagfor
NorwegianFirms?”.Staff Memo9/2024.NorgesBank.

6 Theyieldisbasedonpropertysaleinformationanddependsondevelopmentsinlong-terminterestrates
andriskpremiums.

Chart 3.9 Commercial property prices levelling off
Prime office space in Oslo. Estimated selling prices. In thousands of NOK per 
square metre
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yieldhasrisenlessthanlong-terminterestratesoverthepasttwoyears
andisthereforeexpectedtorisesomewhatahead.Employmentis
expectedtoremainhigh(seeMonetary Policy Report 3/2024),which
drivesupdemandforofficespaceandunderpinsexpectedgrowthin
rentstotheendoftheprojectionperiod.

Theprojectionsfortheyieldandrentinflationimplythatcommercial
propertysellingpriceswillremainfairlyflatintheyearaheadbefore
risingmoderatelyfortherestoftheprojectionperiod.Thisisanupward
revisionfromtheReportinMay,whenamorepronounceddeclinein
sellingpriceswasexpected.

Inrecentyears,CREfirms’financingcostshaveincreasedasaresultof
higherinterestratesandhighercreditpremiums.Mostofthesefirms’
debtisbankdebt,butovertimebonddebthasbecomeamoreimportant
sourceoffinancing.Creditpremiumsrosesharplyin2022and2023,both
inthebondmarketandonbanklending(Chart3.10,leftpanel).Higher
financingcostsandlowerequityratiosduetolowerpropertyvalueshave
posedchallengestoCREfirmsthathavehadtorefinancetheirdebt,
particularlyinthebondmarket,wheremuchofthedebthasmaturedover
thepastfewyears(Chart3.10,rightpanel).Sofarin2024,however,credit
premiumsonbondfinancinghavefallenconsiderably.Marginsonbanks’
CRElendinghavealsonarrowedsomewhat,whichhascontributedto
lowerfinancingcostsfornewloans.InNorgesBank’slendingsurveyfor
2024Q3,allbanksreportsomewhatincreaseduseofinterestrate
hedgingamongCREfirms,whichinisolationreducesuncertainty
regardingthefirms’financingcosts.

Withsellingpriceslevellingoffandlowerfinancingcosts,CREsector
prospectshaveimprovedsomewhatsinceayearago.However,thereis
stilluncertaintyaboutfuturedevelopments.

Chart 3.10 Lower premiums help reduce refinancing costs
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High interest rates have weakened the profitability and equity ratios of 
CRE firms
Higherfinancingcostshaveweakenedtheprofitabilityandequityratios
ofCREfirms.Theinterestcoverageratio(ICR),ameasureofafirm’s
currentearnings(EBITDA)relativetointerestexpenses,hasfallenin
recentyears(Chart3.11).In2023,theICRfellbroadlyasprojectedin
Financial Stability Report2023H2.Firms’overallICRcontinuedtoremain
wellabove1,whichiswhenearningscoverinterestexpensesexactlyand
alsoabovetheminimumrequirementof1.8,whichiswidelyusedbylend-
ers.7Inthe2023H2Report,theICRwasexpectedtofallbelow1.8in2024.
Owingtothecombinedeffectoflowercreditpremiumsandhigherrental
income,theICRisnowexpectedtofallto2.1in2024andremaintherein
2025(seebluelineinChart3.11).

TheprojectionsassumethatCREfirms’interestexpenseswillincrease
by15%in2024and4%in2025.Sincesomeofthefirms’debtsareatfixed
rates,higherinterestexpensesaregraduallyphasedintotheircash
flows.Lowercreditpremiumsnormallyonlyaffectcashflowsoncedebt
isrefinanced.Ariseinrentalincomeisalsoassumedowingtohigh
employment,theadjustmentofexistingleasesaccordingtotheCPIand
thefactthatnewleaseswilllikelybeenteredintoathigherrentsthan
expiringleasesinresponsetotherapidriseinrentsinrecentyears.

Inadownsidescenariowheretheaverageinterestraterisesmorethan
projected,creditpremiumsincreaseandrentalincomedevelopments
aremarkedlyweakerthanexpected,theoverallCREsectorICRislikelyto
fallbelow1.8(Chart3.11).

Estimatesbasedonconsolidatedfinancialstatements8showthatthe
vastmajorityofCREgroupswereabletocoverinterestexpensesoutof

7 Forfirmsthatrelyonbondfinancing,somecreditratingagenciesrequireanICRabove1.8toqualifyforan
investment-gradecreditrating.IftheICRfallsbelowthisthreshold,thebondsmaybedowngraded,witha
markedriseinyieldsonnewandexistingbonds.

8 Consolidatedfinancialstatementsprovideabroaderpictureofthefinancialsituationthanthoseatthefirm
levelandarethereforebettersuitedformicro-levelanalyses.

Chart 3.11 ICR for CRE firms is expected to fall less than previously projected
Interest coverage ratio (ICR)
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currentearningsin2023(Chart3.12).Approximately40of400CRE
groupshadICRsbelow1,comparedwith35groupsin2022.Thechart
alsoshowsthatthedebtlevelsofCREgroupswithICRsbelow1didnot
increasesignificantlythrough2023.In2023,9%ofdebtwasheldbysuch
groups,comparedwith7%in2022.9Somegroupshavereducedtheir
debtbysellingproperties,whichmayreflecttheunchangednumberof
groupswithICRsbelow1.InNorgesBank’slendingsurveyfor2024Q3,
halfofthebanksreportsomewhatincreasedCREsalesmotivatedby
borrowersimprovingtheirfinancialpositionorbyavoidingdefault.

EventhoughtheincreaseintheshareofdebtinCREgroupswithICRs
below1hasnotbeensignificant,theshareofdebtingroupswithICRs
below1.8almostdoubledintheperiodbetween2022and2023(Chart
3.12).ThislargelypertainstothegroupsthatoriginallyhadhighICRsin

9 SomeofthefirmswithICRsbelow1in2022havenotsubmittedtheirannualaccountsfor2023andarethus
nolongerincludedintheunderlyingdata.

Chart 3.12 Most firms can cover interest expenses out of current earnings
Share of debt in CRE firms within interest coverage ratio thresholds. Percent
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Chart 3.13 Interest rate increases in recent years have strained CRE equity ratios
Share of debt in CRE within interest equity ratio thresholds. Percent
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2022,whichreducedtheirICRsin2023,buttherehasalsobeena
substantialreductionforthegroupswithICRsbetween2and3.

Sincethefinancialcrisis,CREfirms’equityratioshavestrengthened,
partlyreflectingthefactthattheriseinCREpriceshasnotbeenmatched
byacorrespondingriseinlending.However,interestrateincreasesin
recentyearshaveweigheddownonCREfirms’equityratios(Chart3.13).

Inlinewiththefallinmarketcommercialpropertyprices,CREfirmshave
hadtowritedowntheirpropertyvalues.Thewrite-downsoftendepend
ontheaccountingstandardsusedbythefirms.In2023,over20%ofthe
debtwasheldbyCREgroupswithbookequityratiosbelow20%.This
sharewaslittlechangedfrom2022partlybecausethepropertiesof
manyfirmswithlowequityratiosarecarriedathistoricalcost,whichcan
oftenbelowerthanfairvalue.Bookequityratiosfellmorein2023for
firmsthatinitiallyhadhigherratiosin2022.Thiswaslikelydrivenbyfirms
thatholdtheirinvestmentsatfairvalueandthereforeoftenseeincreased
write-downsonpropertyvalueswhenmarketpricesfall.

3.3 Challenges persist in real estate 
development
High interest expenses and a low level of construction activity are 
weakening the profits and equity ratios of real estate developers
Highconstructioncostsandhigherinterestrateshaveweakenedthe
profitabilityofmanyresidentialandcommercialconstructionprojects.
Constructioncostsarestillhigh,eventhoughthepaceoftherisehas
slowedsince2022(Chart3.14,leftpanel).Inrecentyears,thepricesof
newhomeshaverisenmorethanthepricesofexistinghomes.Thishas
dampenednewhomesalesandresultedinasubstantialdeclineinresi-
dentialconstruction.Housinginvestmentfellmorethanprojectedin2023
(seeChart3.14,rightpanelandMonetary Policy Report 3/2024).Even
thoughnewhomesaleshavepickedupslightlyintherecentperiod,turn-
overisstilllow.

Chart 3.14 High construction costs and low housing investment
Construction costs. Index.  Housing investment. Seasonally 
2019 Q1 = 100 adjusted. In billions of NOK
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Lowerconstructionactivitymeanslowerincomeforbothrealestate
developersandbuildingcontractors,butrealestatedevelopersare
particularlyvulnerableasthesectoralsohassubstantialdebtandis
thereforemoresensitivetohigherinterestrates.InNorgesBank’slending
surveyfor2024Q3,mostbanksreportaslightlyhigherriskthatreal
estatedeveloperswillbreachthetermsofloancovenantsrelatingto
debt-servicingcapacity.

In2023,realestatedevelopers’interestexpensesincreasedsubstan-
tially,whileearningsfell.ThisresultedinamarkeddeclineintheICRfor
thesector(Chart3.15).TheICRisexpectedtodeclinefurtherin2024,to
0.7,iethatoverallinterestexpenseswillexceedtheearningsofreal
estatedevelopers.TheICRisfallingmorethanprojectedinFinancial 
Stability Report2023H2, reflectingweaker-than-expectedconstruction
activity.Whenearningsbecomeinsufficienttocoverinterestexpenses,
firmsmustdrawontheirfinancialbuffers.Manyfirmsarelikelytohave
sufficientliquiditytofaceaperiodoflosses.Itmaybenecessaryforfirms
withoutsufficientavailableliquiditytoselllandandpropertydevelop-
mentprojectsorraisemorecapital.

Chart 3.15 Real estate developers face difficulties covering interest expenses
Interest coverage ratio (ICR)
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Chart 3.16 Equity ratios of real estate developers have weakened
Share of debt in real estate development within equity ratio thresholds. Percent
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IntheBank’sprojections,itisassumedthatrealestatedeveloperincome
movesinlinewithhousinginvestmentandthatinterestratedevelop-
mentsfollowthepathprojectedinMonetary Policy Report 3/2024.This
generatesaslightincreaseintheICRin2025.Theprojectionslargely
dependonconstructionactivity.Ifconstructionactivitydoesnotpickup
asexpected,theICRsofrealestatedeveloperswilldeclinemorethan
currentlyenvisaged(Chart3.15).TheoverallICRfortherealestatedevel-
opmentsectormaythenfallto0.5%in2025,whichmeansthatinterest
expenseswillbetwiceaslargeasearnings.

In2023,theequityratiosofrealestatedevelopersweakened(Chart3.16).
Theshareofdebtheldbygroupswithbothmoderateequityratios
(between20%and30%)andweakratios(below20%)increased.Among
thegroupswithICRsbelow1,moreofthedebtwasheldbygroupswith
weakratiosin2023,andapproximately9%ofthedebtwasheldby
groupswithnegativeratios.Sofarin2024,interestexpensesand
constructionactivityindicateafurtherweakeningofrealestatedevel-
opers’equityratios.Thesedevelopmentsareunlikelytocontinueif
constructionactivitypicksupasexpectedin2025andthepolicyrateis
reducedfurtherout.

3.4 Higher default rates in real estate
Sofarin2024,banks’overallcorporatecreditlosseshaverisen(Chart
3.17).Thisisbecausetherehavebeennonetoil-relatedimpairment
reversals,whichhavepusheddownlossesoverthepasttwoyears,since
theywerenotashighasbanksexpectedin2020.Overall,creditlossesin
othersectorshavenotrisen.

In2023,defaultsonrealestateloansincreasedsubstantially,andin2024,
theshareofdefaultedloanshasrisenfurtherinCREandamongreal
estatedevelopers(Chart3.18).Inrealestatedevelopmentinparticular,
defaultedloanshaverisensharply.Thelevelisnowatitshighestsince
2009,whenfiguresforthissectorwerefirstrecorded.

Chart 3.17 Higher corporate credit losses so far in 2024
Recognised credit losses as a share of lending to the sector. Percent
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Somewhathighercorporatedefaultratesandcreditlossesareexpected
aheadowingtoweakeconomicgrowth,continuedhighinterest
expensesandalowlevelofconstructionactivity.10Theselossprojections
areunderpinnedbyNorgesBank’snewanalysisofdefaultandbank-
ruptcyrisk(seeboxonpage51).Bankloansforrealestatedevelop-
mentandconstructioncurrentlyappearmorevulnerablethanCREloans.
Ifthedeclineinrealestatedevelopers’earningsprovesmore
pronouncedthanexpectedandequityinthesectorcontinuestofall
markedly,banks’lossesinthissectormaybemorepronouncedthan
currentlyenvisaged.Nevertheless,thesectoronlyaccountsfor9%of
banks’corporateexposures,whichlimitstheextentofthesepotential
lossesrelativetototalcorporateexposure.

AsdiscussedinSection3.2,CREsectorprospectshaveimprovedsome-
whatbutdevelopmentsaheadremainuncertain.Commercialproperty
pricesmayprovetofallmorethancurrentlyenvisaged.Iflong-term
interestratesorriskpremiumsweretorisemarkedlyandrentalincometo
proveappreciablyweakerthanexpected,profitabilityandproperty
valueswouldthenweaken.Lowerequityratiosandweakerprofitability
maymakerollingovermaturingloansmoredemandingandtriggerfire
salesofproperties.Thiscouldinturnamplifyafallinpropertypricesif
manysuchsalesoccuratthesametime.Ifwritingdownpropertyvalues
resultsinnegativeequityinbanks’collateralandCREfirms’debtis
defaultedon,banksmayincurlosses.Experiencesofbankingcrisesin
NorwayandabroadhaveshownthatlossesonCREexposureshavebeen
animportantfactorbehindsolvencyproblemsinthebankingsector.

10 AmoredetailedassessmentofbanklosseswillbemadeinFinancial Stability Report2025H1,wherethe
focuswillbeonbanks.

Chart 3.18 Default rates in real estate development are subtantially higher 
than the average for the last 10 years
Defaulted loans as a share of lending to the sector. Percent
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Section3New microdata on corporate loan defaults 
improve the estimates of banks’ credit losses
NorgesBank’sassessmentofcreditriskrelatedtobanks’corporate
lendingusesmodels1toestimatebankruptcyprobabilityamongNorwe-
gianfirms.Themodelsindicateahigherriskofbankruptcyin2024and
2025(Chart3.A).However,banks’creditlossesarenotonlylimitedto
firmsthatgobankrupt.Significantlossesmayalsoariseiffirmsthatdo
notgobankruptdefaultonloans.2Loandefaultsarethusmoredirectly
linkedtocreditlossesthanbankruptcyratesandarethereforelikelya
betterindicatorofbanks’losses.Microdataonbothloandefaultsand
creditlosseshavelongbeenlimited.InanewanalysisfromNorgesBank,
newmicrodataondefaultisusedtoestimatetheprobabilityofdefault
(PD)forfirmsthatdonotgobankrupt,andNorgesBankusesthese
insightstoimproveitscorporateloanlossestimates.3

AsimplemodelforPDisestimatedbasedonexistingbankruptcyproba-
bilityestimatesandiscomparedwithawidelyusedruleofthumbstating
thatthedefaultrateisapproximatelytwicethebankruptcyrate.4Thedata
indicatethattherelationshipbetweenbankruptciesanddefaultsvaries
acrosssectorsandovertime.Sevensectoralmodelsarethereforeesti-
matedwithatimedummy.

1 SeeHjelseth,I.andA.Raknerud(2016)“Amodelofcreditriskinthecorporatesectorbasedonbankruptcy
prediction”.StaffMemo20/2016.NorgesBank,forKOSMO1andHjelseth,I.,A.RaknerudandB.H.Vatne
(2022)“Abankruptcyprobabilitymodelforassessingcreditriskoncorporateloanswithautomated
variableselection”.Working Paper7/2022.NorgesBank,forKOSMO2.

2 Forareviewofaccountingrulesforimpairmentrecognition,seeboxonpage23ofFinancial Stability 
Report 2024H1.

3 ForacompletedocumentationoftheanalysisseeHjelseth,I.,K.LiaudinskasandS.K.Thuve(2024)“Nye
mikrodataformisligholdteforetakslångirbedreanslagforbankenesutlånstap"[NewMicrodataforloan
defaultsprovidebetterestimatesofbanks’creditlosses].Staff Memo10/2024.NorgesBank

4 TherelationshipisbasedonanestimationfirstdocumentedinBernhardsen,E.(2001)“AModelof
BankruptcyPrediction”.WorkingPaper10/2001.NorgesBank.Examplesofdefaultriskanalyseswherethis
relationshipisusedincludeBernhardsen,E.andK.Larsen(2007)“Modelleringavkredittrisikoi
foretakssektoren–videreutviklingavSEBRA-modellen”.[Creditriskmodellinginthebusinesssector-
furtherdevelopmentoftheSEBRAmodel]Economic Bulletin /2007,pages60–66(inNorwegianonly);H.
AndersenandHjelseth,I.(2019)“HowdoesIFRS9affectbanks’impairmentrecognitioninbadtimes?“ Staff 
Memo9/2019.NorgesBank;I.Hjelseth,Johansen,R.M.andSolheim,H.(2024)“Firms’transitiontolower
greenhousegasemissionsandtheriskinNorwegianbanks”StaffMemo3/2024.NorgesBank.

Chart 3.A Models for bankruptcy risk signal increased risk ahead
Bankruptcy debt and estimated debt-weighted bankruptcy probabilities. Seven 
sectors in total. Percent
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Theresultsshowthatthemodelismoresimilartoactualdevelopmentsin
newloandefaultsthantheruleofthumb,especiallyafterthepandemic
(Chart3.B,leftpanel).Whenweightedbyfirms’debt,themodelestimates
aresomewhathigherthanactualdefaulteddebt(Chart3.B,rightpanel).
However,thenewmodelbettercapturestheriseindefaulteddebtin
2023,somethingtheruleofthumbdoesnotsignificantlycapture.The
modelestimatesindicatethatnewcorporateloandefaultswillincrease
somewhatin2024and2025(Chart3.C).

Intheeventofnewdefaults,bankssetasideloanlossprovisions(LLPs),
oftenreferredtoastheprovisionrateatdefaultorloss-given-default
(LGD).ToestimatetheratioofLLPstonewloandefaults,aprovisionrate
isassumed,whichisequaltotheaverageprovisionrateatdefaultfor
2024Q1andQ2foreachsector.

Intheestimates,newLLPsasashareoftotalcorporateloansincrease
slightlyin2024and2025comparedwith2023(Chart3.D),andthe

Chart 3.B New estimated model for the probability of default (PD) better 
captures post-pandemic developments than the rule of thumb
Average PD (lhs) and debt-weighted PD (rhs). Seven sectors in total. Percent

2018 2019 2020 2021 2022 2023

0

0.5

1

1.5

2

2.5

0

0.5

1

1.5

2

2.5

Actual

New model

Rule of thumb

2018 2019 2020 2021 2022 2023

0

0.5

1

1.5

2

2.5

0

0.5

1

1.5

2

2.5

Actual

New model

Rule of thumb

Sources: Brønnøysund Register Center, Dun & Bradstreet and Norges Bank

Chart 3.C Model estimates indicate somewhat higher new corporate loan 
defaults in 2024 and 2025
New loan defaults as share of total loans. Percent
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increaseismostpronouncedinconstructionandrealestatedevelop-
ment.

Thereisconsiderableuncertaintysurroundingtheestimates,andbanks’
lossassessmentsarenaturallymorecomplexthanaccountedforinthis
model.Nonetheless,themodelestimatesarewellinlinewiththefirm-
levelanalysesinthisReportandNorgesBank’soverallassessmentof
banks’riskoflossesandtheyalsoprovideaninitialestimateofannual
creditlosses.

Chart 3.D Model estimates indicate some increase in net new LLPs for firms in 
2024 and 2025
New LLPs for loan defaults as share of total loans. Percent
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