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ABSTRACT 

The price level on housing has nearly increased by 75 percent since 2005 to 20141, while oil 

prices have faced a large decline since late June 2014. House prices continued to increase 

after the oil price drop. We analyse if there is any impact on house prices after the decline of 

oil prices in the Norwegian market, by using an empirical model by Jacobsen and Naug. 

Findings indicate that oil prices have a significant direct effect on house prices, which 

supports that there is a link between oil prices and house prices. However, we find that oil 

prices have a larger indirect effect on house prices. Interest rates, unemployment, and 

household expectations are the fundamental factors that were most affected by oil prices. 

Interest rate reacts quickly and strongly to oil price fluctuations, and gives house prices a fast 

impact. Unemployment and interest rates are the most important fundamental factors that 

explain the house prices. In short term, Stavanger was the only city that was significantly 

influenced after the oil price declined in 2014. 

 

Prisnivået på boliger har økt med ca 75 prosent siden 2005 til 2014. Siden slutten av juni 2014 

var det en stor nedgang i oljeprisene, og i denne perioden fortsatte boligprisene å stige. Vi 

analyserer om oljeprisfallet har en effekt på boligpriser i det norske markedet ved hjelp av en 

empirisk modell utredet av Jacobsen og Naug. Funnene fra analysen tyder på en signifikant 

direkte effekt på boligprisene, som gir støtte for at det eksisterer en sammenheng mellom 

oljepriser og boligpriser. Videre finner vi at oljepriser har en større indirekte effekt på 

boligprisene. Renter, arbeidsledighet og husholdningenes forventninger er de fundamentale 

faktorene som ble mest påvirket av oljepris. Rente reagerer raskt og sterkt på oljesvingninger, 

og har en rask effekt på boligprisene. Arbeidsledighet og renter er de viktigste fundamentale 

faktorene som forklarer boligprisene. Funnene viser at på kort sikt er Stavanger den eneste 

byen hvor boligprisene blir signifikant p¬virket av oljepris fallet i 2014. 

 

Høgskolen i Oslo og Akershus, Fakultet for Samfunnsfag 

Oslo 2015  
 

                                                 
1 http://www.aftenposten.no/okonomi/Hvorfor-er-boligprisene-sa-hoye-7690498.html 

http://www.aftenposten.no/okonomi/Hvorfor-er-boligprisene-sa-hoye-7690498.html
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1 INTRODUCTION  

House prices in the Norwegian market have increased rapidly in the recent years, and this 

thesis is a result of our curiosity about the explanatory factors behind the huge increase of 

house prices. The main objective in this thesis is to investigate the relationship between house 

prices and oil prices in the Norwegian market. The relationship between house prices and oil 

prices are in focus because Norway is an oil nation and much of the country's revenues comes 

from oil activities. Oil is one of the main sources that have led Norway to become one of the 

world's richest countries. In the last few years, oil prices have increased significantly before 

the vast drop in June 2014. We find it interesting and want to investigate if this event would 

put a shift on the Norwegian economy, as well the impacts it has on the fundamental factors 

that drive the house prices. We are going to focus on the period after the oil price decline.  

Subsequently, we came to the following research questions ñIs there a significant effect 

between oil prices and house prices, and how does oil prices affect prices in the Norwegian 

housing market?ò 

We chose to use the house price model by Jacobsen and Naug in our analysis, because it is a 

well-used model in many published research articles and theses related to the housing 

market2. At the same time, there has been little research about the relationship between oil and 

house prices, and therefore we find it interesting to explore this bond.  

We are going to present the relationship between oil prices, the Norwegian economy and 

house prices. Thereafter followed by an introduction of the Norwegian housing market and 

the fundamental factors that drive house prices. Before we move to the empirical house price 

model by Jacobsen and Naug, we will have an overview of the oil market. In our estimation of 

the house price model, we have constructed models both with and without oil price factor to 

make a comparison. 

                                                 
2 See appendix 1.1 and 1.2 
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1.1 THE RELATION BETWEEN OIL PRICE S AND HOUSE PRICES 

 
Figure 1: Overview of the relationship between oil prices and house prices in the Norwegian market 

Source: Own figure 

The figure above illustrates the relationship between oil prices and house prices. The effect 

that oil prices have on house prices goes particularly through fundamental factors. Moreover, 

there are also influences between the fundamental factors in both the demand and supply side 

in the housing market. In chapter 3, we will get a deeper insight of these fundamental factors. 
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2 THE NORWEGIAN HOUSING MARKET  

In this chapter, we present an overview of the development of prices in the Norwegian 

housing market, the regional differences, and the supply and demand in the housing market. 

2.1 HOUSING POLICY  

The purpose of Housing Policy is that everyone should live well and safely. Housing policy is 

about making sure that people and households with a weak economy and special housing 

needs should have a good place to live. Financial loans and support schemes, legal regulation 

and provide competence initiatives are the key instruments in the implementation3.  

The Government establishes the national housing policy goals, sets the legal and financial 

framework and provides support to competence initiatives. Parliament adopts the annual 

budgets for the financial instruments. The Ministry of Local Government and Regional 

Development is responsible for implementing the national housing policy, with Husbanken as 

the main tool. The municipalities are responsible for the practical implementation, which may 

vary with local conditions. 4 

After 1945, the housing policyôs aim was to ensure that everyone could own his or her home. 

This would be possible by subsidized loans, municipal economic support and site-provision, 

price-regulation, and cooperative organizations building new housing. Today about 80 percent 

of all Norwegian households own their own homes.  

2.2 DEVELOPMENT IN HOUSE PRICES  

In the recent years, there has been a significant increase of house prices in the Norwegian 

market, and statistics in figure 2 show that it has never been higher. Since 2007, the 

Norwegian house prices have increased rapidly, and are ranked as number 28 in the global list 

of the fastest growing housing markets in year 20145. The price level on housing has in 

                                                 
3 http://www.husbanken.no/boligpolitikk/ 
4 http://www.husbanken.no/boligpolitikk/  
5 http://www.dn.no/nyheter/utenriks/2014/12/10/1905/Boligpriser/n-er-dette-et-av-verdens-sterkeste-

boligmarkeder 

http://www.dn.no/nyheter/utenriks/2014/12/10/1905/Boligpriser/n-er-dette-et-av-verdens-sterkeste-boligmarkeder
http://www.dn.no/nyheter/utenriks/2014/12/10/1905/Boligpriser/n-er-dette-et-av-verdens-sterkeste-boligmarkeder
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overall increased by approximately 450 percent from 1993 to 20126, and nearly 75 percent 

since 2005 to 20147. 

 
Figure 2: The development of house prices per square meter 

Source: Appendix 2.1 

Statistics shows that on the national level, average increase of house prices were 5.8 percent 

per quarter from Q4 2013 to Q4 20148. Since the decline of oil prices in June 2014, house 

prices continued to increase in most urban areas. Stavanger was the only among major cities 

with a decline in house prices in 2014.  

2.3 REGIONAL DIFFERENCES  

This section gives a brief overview of the development of house prices in our selected cities 

during the decline of oil prices in 2014. We selected cities from different regions, and will in 

this thesis focus on Bergen, Oslo, Stavanger, Tromsø and Trondheim.  

2.3.1 BERGEN, OSLO, TRONDHEIM AND TROMSØ  

 
Figure 3: Development of house prices in Bergen, Oslo, Stavanger, Tromsø, Trondheim and Norway  

Source: Source: Appendix 2.2 

                                                 
6 http://arkiv2.sv.no/Fylkes-og-lokallag/Oslo/Nyheter/Bolig-for-alle 
7 http://www.aftenposten.no/okonomi/Hvorfor-er-boligprisene-sa-hoye-7690498.html 
8 https://www.ssb.no/priser-og-prisindekser/statistikker/bpi/kvartal 

http://arkiv2.sv.no/Fylkes-og-lokallag/Oslo/Nyheter/Bolig-for-alle
http://www.aftenposten.no/okonomi/Hvorfor-er-boligprisene-sa-hoye-7690498.html
https://www.ssb.no/priser-og-prisindekser/statistikker/bpi/kvartal
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During 2014, house prices have increased in almost every city, the national average increase 

was 2.2%. House prices in major cities Bergen, Oslo, Trondheim and Tromsø increased 

respectively in average by 4%, 0.5%, 2.1% and 10.8%. These numbers were determined by 

comparing average prices for 2013 with the average prices for 20149. 

2.3.2 STAVANGER 

Stavanger is the largest oil city in Norway, and the only major city in which the house prices 

were negatively affected by the decline in oil prices. As the city dominates in the oil sector, it 

correspondingly carries more oil risk compared to other cities. Thus, Stavanger might 

undertake more risk of direct influence because of the drop in oil prices. Oppositely, other 

cities might undertake more indirectly influence that do not appear until sometime later. 

In the last few years, Stavanger had the largest increase in house prices until the steep fall of 

oil prices in 2014, as shown in figure 3.10During 2014, house prices in Stavanger declined in 

average by 1.6%.11 

For more information and overview of percentage changes in house prices in different cities 

and regions in 2014, please refer to appendix 2.3. 

2.4 SUPPLY AND DEMAND IN THE NORWEGIAN HOUSING MARKET  

House prices are determined by supply and demand in the housing market. An excess of 

demand will push up the house prices. Oppositely, an excess of supply will push down the 

prices. Furthermore, many underlying factors affect the housing demand that again is 

conclusive to the price setting of houses. We will in chapter 3 look at these factors. 

2.4.1 SUPPLY 

We distinguish the supply of houses in long and short-term. In the short-term, the supply of 

houses are given by the existing housing stock. Strong growth in housing demand pushes up 

house prices. Capacity constraints in the construction industry prevent the overall housing 

supply to quickly adjust to the increased demand. 

                                                 
9 http://www.smartepenger.no/2197-dette-er-boligprisvinnerne-i-2014 
10 http://www.dn.no/privat/eiendom/2014/06/12/Bolig/varsler-boligprisfall 
11 http://www.smartepenger.no/2197-dette-er-boligprisvinnerne-i-2014 

http://www.smartepenger.no/2197-dette-er-boligprisvinnerne-i-2014
http://www.dn.no/privat/eiendom/2014/06/12/Bolig/varsler-boligprisfall
http://www.smartepenger.no/2197-dette-er-boligprisvinnerne-i-2014
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The annual construction rate of houses is low because it takes time to build new houses. This 

implies that in the short run the house prices will largely fluctuate with the changes of supply. 

In the long-term, the housing stock will adapt to the demand of houses in the Norwegian 

market. 

2.4.2 DEMAND  

Housing demand consists of two components: 

- Householdôs demand of houses for living. 

- Householdôs demand of houses as an investment object.  

These components are based on householdôs personal preferences. The demand of houses for 

living is more common, and is larger than the demand of houses as an investment object12. 

This is because people intend to secure their living before making further investments. There 

has been great demand in the housing market in the recent years, which had led to steeply 

increasing house prices. This can be illustrated by the curve shown in figure 2.  

Although it is more common to buy houses for living, the amount of housing investments has 

also increased in recent years. An indicator of this is that the amount of houses rented out in 

Oslo May 2014, has increased compared to 2013. There were 2027 homes for rent at Finn.no 

in 2014, which is the highest number measured in May in any year, and about 300 dwellings 

more than May 201313. However, the number of houses bought in 2014 is still higher than 

houses rented out. 

According to Norges Eiendom, in 2014 the average sale period of houses was 38 days, and on 

average 14 751 ads were active. The demand in 2014 was relatively high with low turnover 

period per house on average. See appendix 2.4 for an overview of the sale period and active 

ads. 

                                                 
12 http://www.norges-bank.no/Upload/import/publikasjoner/penger_og_kredit/2004-04/jacobsen.pdf 
13 http://www.dn.no/nyheter/okonomi/2014/05/15/Boligpriser/-hvis-det-hadde-vrt-ubalanse-i-boligmarkedet-

burde-leieprisene-vrt-hyere 

http://www.norges-bank.no/Upload/import/publikasjoner/penger_og_kredit/2004-04/jacobsen.pdf
http://www.dn.no/nyheter/okonomi/2014/05/15/Boligpriser/-hvis-det-hadde-vrt-ubalanse-i-boligmarkedet-burde-leieprisene-vrt-hyere
http://www.dn.no/nyheter/okonomi/2014/05/15/Boligpriser/-hvis-det-hadde-vrt-ubalanse-i-boligmarkedet-burde-leieprisene-vrt-hyere
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2.4.3 EQUILIBRIUM  

Equilibrium in the housing market arises in the point of intersection between supply curve and 

demand curve. The equilibrium indicates the maximum price a household is willing to pay for 

a house. 

  



 16 

3 FUNDAMENTAL FACTORS  IN THE HOUSING MARKET  

Many factors influence the development of house prices. We will in this chapter look at these, 

and provide an overview of how they are related to house prices. We will first start with 

possible fundamental factors that affect the demand side in the housing market and see if they 

were affected after the oil price declined.  

3.1 FUNDAMENTAL FACTORS ON THE DEMAND  SIDE 

3.1.1 HOUSEHOLD EXPECTAT ION 

 

 
Psychology is important when predicting household economic behaviour. Finance Norway 

uses an indicator to measure household expectations, the ñConsumer Confidence Index 

(CCI)ò. This is a partnership between TNS Gallup and Finance Norway. The CCI measure 

Norwegians household confidence in their own and the countryôs economy in every quarter. 

The purpose of this indicator is to measure the expected future demand from the consumer 

side with the result of people's confidence in their own household and the country`s economic 

prospects.14 

Householdôs expectations has improved in Q2 2014 compared to Q4 201315. It was 

particularly the confidence about the country's economy that fell in 2013, while confidence of 

household`s own economy remained relatively high. The reason for this decrease of CCI is 

the fact that unemployment has risen for four consecutive months, and that house prices fell 

                                                 
14 https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/bakgrunn-og-formal-med-

undersokelsen/ 
15 https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-

2013/lavere-optimisme-og-rekordhoy-sparevilje/ 

Figure 4: Development of Household Expectation quarterly 

Source: Appendix 3.1 
 

https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/bakgrunn-og-formal-med-undersokelsen/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/bakgrunn-og-formal-med-undersokelsen/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2013/lavere-optimisme-og-rekordhoy-sparevilje/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2013/lavere-optimisme-og-rekordhoy-sparevilje/
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two months in a row at the end of 2013.16 However, most households still had strong 

confidence in their own economy and job security. The Norwegians economic expectations 

slowly went up in Q2 2014. Moderate wage growth, lower interest rates, rising house prices 

and better prospects for the global economy pulled the expectations up.17 The rise of house 

prices was both an effect and a cause of increased optimism among households, because in 

the short-term house prices is influenced by household`s expectations.18 

 
Figure 5: Development of household savings ï yearly from 1978-2014 

Source: Appendix 3.2 

The decline of oil prices started at the end of June 2014, and since this incident, household 

confidence in the country's economy next year (2015) has suffered a major blow. Severely 

falling oil prices and reports of downsizing, particularly in the oil and gas industry made 

many uncertain about the future developments. Household̀s was mainly uncertain about the 

country's economy, but also in some extent in their own economy. The response to this 

uncertainty is higher savings level, which is also the highest level ever measured in this 

quarter so far as figure 5 shows.19 Households may postpone their investment in houses 

because of higher unemployment rate, especially in oil related sectors. At the same time the 

relative low interest rate, increases householdôs intentions to expand loans and considering 

buying houses. 

                                                 
16 https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-

2013/lavere-optimisme-og-rekordhoy-sparevilje/ 
17 https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/noe-

okt-optimisme-etter-fem-kvartaler-med-fall/ 
18 https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-

2014/nordmenn-har-aldri-vart-sterkere-i-troen-pa-egen-okonomi/ 
19 https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/vi-

har-mistet-troen-pa-landets-okonomiô 

 

https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2013/lavere-optimisme-og-rekordhoy-sparevilje/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2013/lavere-optimisme-og-rekordhoy-sparevilje/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/noe-okt-optimisme-etter-fem-kvartaler-med-fall/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/noe-okt-optimisme-etter-fem-kvartaler-med-fall/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/nordmenn-har-aldri-vart-sterkere-i-troen-pa-egen-okonomi/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/nordmenn-har-aldri-vart-sterkere-i-troen-pa-egen-okonomi/
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/vi-har-mistet-troen-pa-landets-okonomi
https://www.fno.no/aktuelt/sporreundersokelser/forventningsbarometeret1/forventningsbarometeret-2014/vi-har-mistet-troen-pa-landets-okonomi
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3.1.2 POPULATION  

 
Figure 6: Population growth in Norway 

Source: Appendix 3.3 

Population growth is an important factor in economic activity. According to SSB, the 

population in Norway reached 5 165 802 people on 1 January 2015. During 2014, the 

Norwegian population grew with 56 746 people (1.1 percent), 18 690 were surplus in birth, 

and 38 155 were net immigration, see appendix 3.4 for statistics overview.20. Compared to the 

period 2008 to 2013, the population grew at a slower rate in 2014, which could be explained 

by the reduction of immigration from abroad. We are going to look at this in the coming 

subsection 3.1.2.1 

 
Figure 7: Quarterly population growth Q1 2006-Q4 2014 

Appendix 3.5 

                                                 
20 https://www.ssb.no/en/befolkning/nokkeltall 
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Figure 7 illustrates the quarterly population growth in the period Q1 2006 to Q4 2014. During 

2014, the population grew with 13 213 people in Oslo, 1 348 in Stavanger, 3 163 in Bergen, 2 

925 in Trondheim and 1091 in Tromsø. An increasing population means more pressure on the 

demand side of housing. 

3.1.2.1 IMMIGRATION AND EMIGRATION  

Immigration is one of the main drivers of the population growth in Norway. In 2014 the 

number of foreign citizens represented 9.9% (512 200 residents) of the total population 5 165 

802. Net immigration of foreign citizens decreased from 41 900 in 2013 to 38 155 people in 

2014. The population has increased due to immigration, but the number of immigrants has 

reduced compared to previous years. More and more people are moving to larger cities where 

there are better labour opportunities, which also increases the housing demand significantly 

and the need for infrastructure. Norway also has a stable economy that maintains an attractive 

welfare system. 

 

Figure 8: The development of immigration, quarterly 

changes from Q1 in 2010 to Q4 2014. 

Source: Appendix 3.6 

 

Figure 9: The development of emigration, quarterly 

changes from Q1 in 2010 to Q4 2014. 

Source: Appendix 3.7 

 
  Immigration Emigration Net immigration 

Oslo 15799 8715 7084 

Stavanger 3161 2017 1144 

Bergen 4506 2393 2113 

Trondheim 2692 1620 1072 

Tromsø 1211 452 750 

Norway 70030 31875 38155 

Table 1: Overview of net immigration in different cities and Norway 2014 

Source: Appendix 3.6 and 3.7 
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For more detailed overview of immigration and emigration for each city and Norway, refer to 

appendix 3.8. 

3.1.3 INTEREST RATE  

In Norway, the key policy rate is the interest rate on banks deposits up to a quota in the 

central bank of Norway21. This rate is the central bank of Norway`s most important 

instrument in the implementation of monetary policy. This interest rate can change quickly if 

the outlook for economic developments requires. Changes in the key policy rate will normally 

have a strong impact on short-term money market rates and on banks deposit and lending 

rates. 

The central bank of Norway lowered its key policy rate by 0.25 percentage points to 1.5 

percent in March 2012. The steep fall of oil prices has weakened the prospects for growth in 

the Norwegian economy and settled down the policy rate by a further 0.25 percentage points 

in December 2014 to 1.25 percent. Lower key policy rate normally means that banks adjust 

down the mortgage rates, which in turn leads to lower loan interest payments. Interest rates 

are therefore of great importance for people who consider investments on a new house and to 

expand loans. 

3.1.4 HOUSEHOLD INCOME  

House prices are related to the income of households, and the relationship between income 

and house prices partly reflects the healthiness of house price levels. Over the last 20 years, 

house prices have increased nearly six fold, and wages have increased by less than half of 

this.  

Salary is important for income, but interest rates are also of great importance. Housing 

investments are normally financed by some debt in addition to householdôs income. The 

question is which interest rate development the household expects in the future. A household 

can operate more debt when the interest rates and payments are low. The situation where costs 

and interest rates on loans increase at a higher rate than the income level might lead to loss of 

household̀s purchasing power. Householdôs financial vulnerability increases with the growth 

                                                 
21 http://www.norges-bank.no/pengepolitikk/Styringsrenten/ 

http://www.norges-bank.no/pengepolitikk/Styringsrenten/
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of house price, and it would not be sustainable if the growth of house prices surpasses 

householdôs income level over a long period.  

Disposable income is the sum of wage income, business income, capital income, government 

transfers and other income, minus the sum of taxes, capital expenditures and other expenses22. 

Household's expectation of solvency is dependent on disposable income. The higher the 

disposable income is, the higher solvency, and this gives better opportunity to larger loans and 

more investments. 

 

Figure 10: Disposable Real Income seasonally adjusted 2009 = 100 

Source: Appendix 3.9 

Statistics from figure 10 shows that the disposable income was higher than ever. There was a 

total increase of 5 percent in disposable income from 2013 to 2014. Higher wages was one of 

the main factors that pushed up disposable income. Higher capital income along with reduced 

capital expenditures also contributed to this income development. 

                                                 
22 https://ssb.no/nasjonalregnskap-og-konjunkturer/statistikker/knri 

 

https://ssb.no/nasjonalregnskap-og-konjunkturer/statistikker/knri
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3.1.5 UNEMPLOYMENT  

 

Figure 11: Registered unemployed in Norway 

Source: Appendix 3.10 

Unemployment has a close link with economic conditions. Poor economy level will raise 

unemployment23. Figure 11 shows that unemployment has varied between two to five percent. 

A small percentage change in unemployment does not lead to a large direct impact on demand 

in the house market, but it has a relatively great importance to optimism and pessimism. In 

other words, it has a larger importance than what percentage tells because it affects how most 

people look at the future. 

In periods of rising unemployment, more people can get worried and frustrated about the 

future. Increased unemployment can lead to lower expectations of wage growth and increased 

uncertainty about future income and solvency. The uncertainty about whether people retain 

their jobs, or if it is the right time to invest in a new house, tends to make people postpone 

their actions. Consequently, a possibly large percentage of the demand will be gone, because 

people rather invest when times gets better and less uncertainty is due. When the demand 

decreases, it affects the short-term house price level. On the other side, the long-term price 

level will be less affected. 

The rate of unemployment has in overall been low in Norway, this indicates a quite stable and 

healthy labour market. Although unemployment has in percentage increased during the fall of 

oil prices from 3.4% to 3.7% at the end of 2014, the house prices has continued to increase in 

all cities except from Stavanger.  

                                                 
23 https://www.ssb.no/nasjonalregnskap-og-konjunkturer/oa/_attachment/209620?_ts=14a1040b5e0 

https://www.ssb.no/nasjonalregnskap-og-konjunkturer/oa/_attachment/209620?_ts=14a1040b5e0
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Figure 12: Registered unemployed in Oslo, Stavanger, Bergen, Trondheim and Tromsø 

Source: Appendix 3.11 

Figure 12 shows percentage unemployment in each region from January 1999 until December 

2014. We can clearly see that unemployment rises in Stavanger, while decreasing in the other 

cities during the period when oil prices were tumbling. 

3.1.6 CREDIT MARKET AND CREDIT GROWTH  

 
Figure 13: Development of Householdôs debt 

Appendix 3.12 

Today many households have high debt. As mentioned earlier in section 3.1.4, it is common 

to finance housing with loans. According to ñFinancial developmentsò by Financial 

Supervisory Authority of Norway, over half of loans from Norwegian banks are granted to 

households.24 Householdôs debt is so far at a record with an amount of 2700 

billion Norwegian krone in December 201425. The loans are mainly used to purchase houses 

                                                 
24 http://www.finanstilsynet.no/PageFiles/44069/Finansielle_utviklingstrekk_2014_rapport.pdf?epslanguage=no 
25 

https://www.ssb.no/statistikkbanken/SelectVarVal/Define.asp?MainTable=GjeldBrutLantak&KortNavnWeb=k2

&PLanguage=0&checked=true (Tabell: 06715: Innenlandsk bruttogjeld, etter låntakersektor og utvalgte valutaslag (mill. kr)) 

http://www.finanstilsynet.no/PageFiles/44069/Finansielle_utviklingstrekk_2014_rapport.pdf?epslanguage=no
https://www.ssb.no/statistikkbanken/SelectVarVal/Define.asp?MainTable=GjeldBrutLantak&KortNavnWeb=k2&PLanguage=0&checked=true
https://www.ssb.no/statistikkbanken/SelectVarVal/Define.asp?MainTable=GjeldBrutLantak&KortNavnWeb=k2&PLanguage=0&checked=true
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or refinance existing mortgages from the same bank or other banks. As shown in figure 13, 

household`s debt has increased much over time, especially after the adjustment of lower key 

policy rate in March 2012 where it was downscaled from 1.75% to 1.5%. The further 

downscaling of the key policy rate to 1.25% in December 2014 brought the debt to top. It is 

speculated that householdôs debt will continue to increase in 2015 because of increased 

demand after loans. 

House prices and household debt are closely linked. Higher house prices lead to better 

collateral for banks and higher credit growth, which in turn may provide further increases in 

house prices and credit in a self-reinforcing spiral. Growth in household`s debt has long been 

higher than income, and it is still growing faster than the income level26. If the high house 

prices continue, it might constitute a risk to financial stability. High leverage compared to the 

property value and the granting of loans for people with poor solvency, increases the risk for 

householdôs economy and the solidity for financial institutions.  

Household`s debt burden shows the relationship between the household`s total debt and 

income before tax. This indicates the household`s vulnerability to interest rate fluctuations. 

According to Statistics Norway, about 15.8 percent of private households in 2013 had a total 

debt that amounts to more than three times of total household annual income before tax. This 

indicates a relative high household debt burden.27 

3.1.7 CURRENCY ON THE DEMAND SIDE  

The definition of currency is ña generally accepted form of money, including coins and paper 

notes, which is issued by a government and circulated within an economy. It is used as a 

medium of exchange for goods and services, and currency is the basis for tradeò28 

The Norwegian economy is sensitive to the developments in oil prices. According to Norges 

Bank, earlier experiences indicate that international financial turmoil also affects the 

Norwegian krone. In the international currency market, the Norwegian krone is considered as 

an unstable currency. In periods of high volatility in international financial markets, there is a 

                                                 
26 http://www.finanstilsynet.no/PageFiles/44069/Finansielle_utviklingstrekk_2014_rapport.pdf?epslanguage=no 
27 https://www.ssb.no/inntekt-og-forbruk/statistikker/ifhus/aar/2014-12-17 
28 http://www.investopedia.com/terms/c/currency.asp 

http://www.finanstilsynet.no/PageFiles/44069/Finansielle_utviklingstrekk_2014_rapport.pdf?epslanguage=no
https://www.ssb.no/inntekt-og-forbruk/statistikker/ifhus/aar/2014-12-17
http://www.investopedia.com/terms/c/currency.asp
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tendency for international actors wanting to reduce holdings of the Norwegian krone in their 

portfolios. This causes the Norwegian krone to weaken29. 

The exchange rate can affect the country's economy in many ways, including the export 

demand for Norwegian goods and services, returns on financial placements in Norway versus 

abroad and domestic price trends through prices of imported goods. The Norwegian economy 

is small and it is heavily exposed to foreign demand. Therefore, exchange rate has a relatively 

large impact on the economic development. This is the reason for why Norway traditionally 

had the goal of fixed or stable exchange rate. 

Ever since the fall of oil price in June 2014, the Norwegian krone has weakened.  The 

Norwegian krone was even more affected by the surprising cut of the key policy rate by 

Norges Bank in December 2014, which weakened the Norwegian krone further. The krone 

has not been weaker against the European common currency, EURO, since September 2009. 

Similarly, the krone is also very weak against the dollar after the incident of the oil price drop. 

The previous bottom line was in late April 2009, when the krone was at 6.84 against the 

dollar. The weakened Norwegian Krone led to increased export demand and reduced import 

demand of goods in Norway. Changes in the Norwegian exchange rate affects many 

fundamental factors as shown in figure 1, section 1.1. 

3.1.8 INFLATION   

Inflation is the persistent rise in the general price level, which is the same as a fall in the value 

of the Norwegian krone or other monetary unit calculated in goods and services. In other 

words, it relates to the purchasing power.30 

                                                 
29 http://www.norges-bank.no/Upload/import/publikasjoner/penger_og_kreditt/2000-03/bernh.pdf 
30 https://snl.no/inflasjon 

 

http://www.norges-bank.no/Upload/import/publikasjoner/penger_og_kreditt/2000-03/bernh.pdf
https://snl.no/inflasjon
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Figure 14: Key Policy Rate Effect on Inflation 

Source: Appendix 3.13 

The weak krone after the oil price drop means higher cost for importing goods from abroad. 

Oppositely, weaker krone makes Norwayôs exporting industries more global competitive. 

Higher importing costs push the general prices of goods, and products will be more expensive 

for households. By this, household purchasing power will be lower.  

Consumer Price Index (CPI) is ña measure that examines the weighted average of prices of a 

basket of consumer goods and services, such as transportation, food and medical careò31. 

This is one of the most effective statistics used to identify periods of changes in purchasing 

power, which is inflation or deflation. 

 
Figure 15: Development of consumer price index percentage changes monthly, 

Source: Appendix 3.14 

According to Statistics Norway (SSB), householdôs purchasing power has been lowered by 

0.2% after the oil price decline. The CPI was in June 2014 at 1.8% when the oil price 

declined, and increased to 2% in December 2014. The reason for increased CPI in this period 

is a weaker Norwegian krone that caused lower interest rates. This have further led to more 

                                                 
31 http://www.investopedia.com/terms/c/consumerpriceindex.asp 

 

http://www.investopedia.com/terms/c/consumerpriceindex.asp
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investments and increased consumption, which may again lead to higher wages and increased 

inflation as figures 14 and 15 show. It is speculated that the growth rate of wages may slow 

down compared to previous years, so the wage level in 2015 might either increase or remain 

the same as in 2014.32 

3.2 FUNDAMENTAL FACTORS ON THE SUPPLY SIDE 

3.2.1 THE HOUSING SUPPLY 

We will in the coming sections present fundamental factors that affect the housing supply. 

Factors that we will look at are currency, housing stock, building cost and regulations.  

3.2.2 CURRENCY ON THE SUPPLY SIDE 

As mentioned earlier in section 3.1.7, the exchange rate affects fundamental factors in the 

demand side of the housing market, but also in the supply side. Fluctuations in the exchange 

rate can affect both building costs and housing stock. Weaker Norwegian Krone will be less 

profitable to construct houses, because of increased building costs. Thereby, exchange rate 

plays an important role in the supply side. 

3.2.3 HOUSING STOCK 

 
Figure 16: Supply and Demand in the Norwegian Market 

Appendix 3.15 

                                                 
32 http://www.dn.no/privat/privatokonomi/2014/12/08/1838/Valuta/slik-rammes-du-av-kronefallet 
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In the last few years, the number of households has increased more compared to the amount 

of built houses. The reason for this may be hard to tell. There might be restrictions on 

building, increasingly certification requirements and standards, bureaucracy and changing of 

relative prices such as the working hours are disproportionately expensive. 

Housing stock is defined as the total number of dwelling units in an area 33. By analysing the 

completed housing units and the amount of new households in the Norwegian market, it can 

provide us information of the supply level of houses in the existing housing market. When the 

housing stock adapts to housing demand over time, it tends to draw house prices down. House 

prices may therefore have been higher in the short term than they would in the long term. 

Figure 16 indicates that the amount of new household`s on an annual basis is greater than the 

amount of completed house units per year. This could imply an increase on the demand side 

of the housing market. 

3.2.4 BUILDING COST  

 
Figure 17: Building Cost Index 

Appendix 3.16 

The cost of building new homes has increased sharply in recent years. Building cost is 

determined by different factors such as labour cost, building materials, machinery, transport, 

energy, regulatory requirements and the productivity in the industry. Building activity in 

Norway is abnormally high and this pushes costs up34. The reasons for higher costs can be 

increased quality requirements, more expensive materials, and more expensive land and 

centralization, stricter technical building requirements and low productivity growth in the 

                                                 
33 http://www.allbusiness.com/barrons_dictionary/dictionary-housing-stock-4964200-1.html 
34 http://www.dn.no/nyheter/okonomi/2014/05/15/Boligpriser/-hvis-det-hadde-vrt-ubalanse-i-boligmarkedet-

burde-leieprisene-vrt-hyere 

http://www.allbusiness.com/barrons_dictionary/dictionary-housing-stock-4964200-1.html
http://www.dn.no/nyheter/okonomi/2014/05/15/Boligpriser/-hvis-det-hadde-vrt-ubalanse-i-boligmarkedet-burde-leieprisene-vrt-hyere
http://www.dn.no/nyheter/okonomi/2014/05/15/Boligpriser/-hvis-det-hadde-vrt-ubalanse-i-boligmarkedet-burde-leieprisene-vrt-hyere
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industry. During the periods of capacity constraints and strong demand pressure in the 

housing market, high prices have also contributed to increase costs through higher land prices, 

higher wages, and higher profit margins. According to the graph in figure 17, the building 

cost has increased with a stable growth over time. Increased building cost makes it less 

profitable for the industry to build new houses. This might have led to higher house prices that 

make it more expensive for households to invest in new houses nowadays. There seems to 

exist a feedback effect between house prices and building costs in the Norwegian housing 

market. 

3.2.5 REGULATION  

Regulatory frameworks, law and municipal regulations in the housing market have been 

established to ensure that the construction of houses is set by standards. They contain for 

instance detailed construction planning, universal design, minimum requirements for building 

materials, the design and construction of houses have to fulfil satisfactory safety.  

The government and Regional Development introduced the regulation on technical 

requirements for construction works, TEK 10 in 26 March 2010. This regulation entered into 

force on 1 July 2010. TEK 10 is an improved version of the previous regulation in 2007. 

Regulation can affect the supply side of the housing market35. Stricter construction techniques 

and municipal regulations of new houses have increased building costs in the last few years. 

Because of increased building costs, these have been transferred to buyers and tentants in the 

housing market by increased house prices.  

3.3 CONCLUSION 

Chapter 3 gives an insight of how factors were affected by the decline of oil prices, and how 

they influenced each other both on the demand and on supply side in the housing market. 

Briefly summarised, changes in oil prices made a negative shock and impact on the 

Norwegian economy that lowered household̀s expectations both on their own and the 

country`s economy. Weaker Norwegian krone reduced householdôs purchasing power, 

increased building costs, less profitable for importing goods abroad and the Norwegian 

exporting industry became more global competitive. Unemployment rose into a higher level 

                                                 
35 http://heiskontrollen.no/index.php?option=com_content&view=article&id=85:gjeldene-byggteknisk-forskrift-

tek10&catid=45:languages&Itemid=56 

http://heiskontrollen.no/index.php?option=com_content&view=article&id=85:gjeldene-byggteknisk-forskrift-tek10&catid=45:languages&Itemid=56
http://heiskontrollen.no/index.php?option=com_content&view=article&id=85:gjeldene-byggteknisk-forskrift-tek10&catid=45:languages&Itemid=56
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by 0.3 percentage change, particularly in the oil and gas industry. Further, the central bank of 

Norway settled down the key policy rate by 0.25 percentage points in December 2014 from 

1.5 to 1.25 percent. This led bank to adjust down their mortgage rates and lenders got lower 

loan interest payments. Because of lower loan interest payments, household̀s debt was 

increased to a record level in 2014. Conclusively, impacts on factors after the decline of oil 

prices resulted with an increase of demand in the Norwegian housing market, while the supply 

side remained restricted. Increased housing demand and restricted housing supply in the 

market might be the cause of still increasingly house prices. Please refer to section 1.1 for full 

overview of how the fundamental factors affect each other. 
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4 INTRODUCTION TO THE OIL MARKET  

In previous sections, we have provided an overview of how the decline of oil prices 

influenced the fundamental factors and prices in the housing market. We will now look at the 

background for the decline of oil prices, and the consequences it had in the Norwegian 

economy. 

4.1 THE OIL MARKET  

Oil is a non-renewable natural resource that covers about 40 percent of the worldôs energy 

consumption. The majority of this is consumed by the many means of transportation of both 

goods and people around the world. It is vital to many other industries and thus a critical 

concern to many countries due to its importance in maintaining their industrialized 

civilizations.  

We can differentiate between sweet and sour crude oil. Crude oil that has low sulphur content, 

less than 0.5%, is called sweet, and crude oil with a high sulphur content, more than 1.5%, is 

called sour. To measure crude gravity, the American Petroleum Institute, API, standard is 

often used. Heavy crude is under API 22°, light crude is above API 33° and medium crude are 

in between. Some crude streams contain metals. All of these factors affect crude prices.  

The crude oil is recovered through drilling on land and at sea. Since it is non-renewable, there 

are concerns over the depletion of the earthôs oil reserves, and what effect this could have on 

future generations and societies36. In addition, the use of oil as an energy source has a 

damaging impact on the earthôs biosphere and nature. Examples are oil spills that might 

occur, and release of various pollutants in the atmosphere. According to British Petroleum 

(BP), the estimated remaining oil reserves is 1687.9 billion barrels, which is enough to last the 

world by 53.3 years with the current production rates.37. With other words, oil plays a vital 

role and is one of the driving forces of the global economy. 

                                                 
36 http://www.iea.org/publications/freepublications/publication/keyworld2014.pdf 
37 http://www.ibtimes.co.uk/world-energy-day-2014-how-much-oil-left-how-long-will -it-last-1471200 
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Figure 18: The development of oil prices, 1970 ï 2015 

Source: Appendix 4.1 

Figure 18 displays the development of Brent Crude Oil prices in USD per barrel, from 1970 

until 2015 in USD. The record low oil price was 2.23 USD in May 1970 and all-time high in 

July 2008 by 145.61 USD38. 

 
Figure 19: World Oil Demand 

Source: Appendix 4.2 

Figure 19 illustrates the global oil demand from 2012 until 2014, and estimated numbers for 

2015. In 2014, the demand for oil was 91.67 million barrels a day (mb/d) in Q1, 91.59 mb/d in 

Q2, 93.05 mb/d in Q3, and 93.73 mb/d in Q4. The figure shows that the global demand for 

crude oil in December 2014 grew by 2.2 million barrels per day. The oil price started to 

decline in June 2014, and this could be the explanation for increased global oil demand. 

                                                 
38 http://www.tradingeconomics.com/commodity/brent-crude-oil 
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Figure 20: World Oil Supply 

Source: Appendix 4.3 

Figure 20 illustrates the rapid rise in oil supply. However, the supply levels of oil for each 

quarter in 2014 was higher than the demand, which imply that oil inventories grew in this 

period39. Global strategic petroleum reserves (GSPR) refer to crude oil inventories held by the 

government of a particular country. The purpose of the reserves is to provide economic and 

national security during an energy crisis. Countries that participate in the GSPR and that are 

member of the International Energy Agency (IEA) are expected to have an oil reserve of at 

least 90 daysô worth of the previous year's net imports. If oil production decreases due to 

unexpected situations, for example physical disruption of the recovery or refinery process, the 

oil reserves are intended to meet daily energy requirements40. A falling oil price provides the 

opportunity to boost petroleum inventories at a lower cost to increase oil reserves and energy 

security. 

4.2 ORGANIZATION OF THE PETROLEUM EXPORTING COUNTRIES  

Organization of the Petroleum Exporting Countries (OPEC) is an international organization 

established in Baghdad, Iraq, in 10-14 September 1960. Today the organization consists of 12 

oil producing nations; Algeria, Angola, Ecuador, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, 

Saudi Arabia, United Arab Emirates and Venezuela41. OPECôs objective is to coordinate and 

unify petroleum policies among member countries in order to secure fair and stable prices for 

petroleum producers, an efficient economic and regular supply of petroleum to consuming 

                                                 
39 https://www.iea.org/oilmarketreport/omrpublic/ 
40 http://www.investopedia.com/terms/g/global-strategic-petroleum-reserves.asp 
41 http://www.opec.org/opec_web/static_files_project/media/downloads/publications/WOO_2014.pdf 
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nations. In addition, a fair return on capital to those investing in the industry42. The crude oil 

production by OPEC is an important factor that can affect oil prices. OPEC produces about 40 

percent of the world´s crude oil, and exports about 60 percent of the total petroleum traded 

internationally. Due to its large portion of market share, OPECôs actions can influence 

international oil prices by either cutting back or boosting oil production. OPEC aims to 

manage oil production in its member countries by setting production targets. In the past, when 

production targets were reduced, crude oil prices have increased. Saudi Arabia produces 10 

million barrels a day, which is a third of OPECs total, and changes in oil production in Saudi 

Arabia will often affect the oil prices43. 

4.3 THE DECLINE IN OIL PRICE  JUNE 2014 

 
Figure 21: Development of Oil Prices Brent ï Europe. Monthly 

Source: Appendix 4.4 

Over the past years, oil prices have been relatively stable, but in June 2014, the oil prices 

began to plummet. Figure 21 displays that the oil price was on a high level at $114.55 a barrel 

20th of June 2014, before it started to decline. Since then, the oil prices have fallen by over 50 

percent, ending up at $55.60 US dollars 30th December 2014. 

4.4 REASONS FOR DECLINE IN OIL PRICE  

America has become the worldôs largest oil producer. The high oil prices stimulated 

companies in the US and Canada to start drilling for new, hard-to-extract crude oil in North 

                                                 
42 http://www.opec.org/opec_web/en/about_us/24.htm 
43 http://www.eia.gov/finance/markets/supply-opec.cfm 
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Dakota's shale formations and Alberta's oil sands. According to U.S Energy Information 

(EIA), the U.S oil production growth in 2014 was the greatest in over 100 years44.  

 
Figure 22: Annual changes in U.S field production of crude oil, 1960-2014, million barrels per day 

Source: Appendix 4.5 

Figure 22 illustrates the large volume increase from 2008 until 2014. U.S. crude oil 

production increased by 1.2 million barrels per day (bbl/d) to 8.7 million bbl/d during 2014. 

On a percentage basis, output increased by 16.2% in 2014, the highest growth rate since 

194045. Most of the increase during 2014 came from tight oil plays in North Dakota, Texas, 

and New Mexico, where hydraulic fracturing and horizontal drilling were used to produce oil 

from shale formations. 

Annual increases in crude oil production regularly surpassed 15% in the first half of the 20th 

century, but those changes were relatively less in absolute terms, because production levels 

were much lower than they are now. Crude oil production in the United States has increased 

in each of the previous six years. This trend follows a period from 1985 to 2008 in which 

crude oil production fell in almost every year46. 

The production levels in USA alone has increased each year since 2009, and production 

reached 8 680 000 barrels per day in 2014. Import of crude oil has decreased every year since 

2007, and import levels were 7 337 000 barrels per day in 201447. The rise in crude oil 

production and the lower imports of crude oil increased the market supply as whole.  

OPECôs meeting in 27th of November 2014, on how to respond to the drop in oil price, failed 

to reach an agreement on production curbs. Oil prices were dependent on the decision of 

                                                 
44 http://www.eia.gov/todayinenergy/detail.cfm?id=20572 
45 http://www.eia.gov/todayinenergy/detail.cfm?id=20572 
46 http://www.eia.gov/todayinenergy/detail.cfm?id=20572 
47 http://www.eia.gov/dnav/pet/PET_SUM_SND_A_EPC0_MBBLPD_A_CUR.htm 
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production agreement. If OPEC had cut production levels, it might have led to higher oil 

prices in short term and increased extraction of oil from countries that are not member of 

OPEC. The increase in availability of oil in the market would lead to declining revenues for 

OPEC. If OPEC decided not to cut production levels, the oil prices would drop even more and 

the revenues of OPEC would decline, because energy trades, shapes their budgets. The 

outcome was that OPEC decided to not cut back on production, and it led to high oil supply in 

the market and sent the price tumbling.  

A possible explanation for this could be that Saudi Arabia does not want to sacrifice own 

market share to restore the oil price. They could curb production sharply to restore the price, 

but then the main benefits would go to Iran and Russia. Saudi Arabia has $900 billion USD in 

reserves and they have low extracting costs from 5-6 USD a barrel48. Overproduction of oil in 

the international market is the main reason for increased supply of oil, which drew the oil 

price down. 

4.5 NORWAY - AN OIL NATION  

In December 1969, the US oil company Phillips Petroleum informed the Norwegian 

government about the discovery of Ekofisk. The oil field came on stream in 1971 and this was 

the beginning of Norway as an oil nation. During the 1980s and 1990s, several oil and gas 

fields were discovered. This resulted in a steadily increasing workforce, increased research of 

oil and gas industry technology, and made Norway into a world leader in all aspects of oil 

industry. With more than 40 years of oil and gas production, Norway as a state has managed 

to receive an enormous sum of revenues. This led the country to becoming debt free in 1994, 

and the government pension fund global was established. Norway ranks as one of the world´s 

best places to live, and provides a welfare system that benefits all its inhabitants. Today 

Norway is Europe's largest oil producer, the world's third-largest natural gas exporter, and an 

important supplier of both oil and natural gas to other European countries49. Norwegian crude 

oil extraction peaked in 2001 at 3.12 bbl/d and in 2014; it was 1.52 bbl/d50. 

                                                 
48 http://www.economist.com/blogs/economist-explains/2014/12/economist-explains-4 

 
49 http://www.eia.gov/countries/cab.cfm?fips=no 
50 http://fractionalflow.com/2015/03/10/norwegian-crude-oil-reserves-and-extraction-per-2014/ 

http://www.economist.com/blogs/economist-explains/2014/12/economist-explains-4
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4.6 NORWEGIAN GROSS DOMESTIC PRODUCT 

The gross domestic product (GDP) isò an aggregated measurement of total economic 

production for a country that is all the finished goods and services produced within a 

country's borders in a specific periodò.51  

 
Table 2: National Accounts Quarterly Norway 

Source: Appendix 4.6 

Mainland Norway is defined as all economic activity in Norway, excluding petroleum 

activities and ocean transport. Petroleum activities constitute a major part of value added in 

the Norwegian economy52, where the GDP grew by 2.2% in Q4 2014. This contributed to an 

increase in total GDP of 0.9% in Q4 2014.  

According to SSB, the export grew by 1.7% during 2014, due to higher exports of machinery 

and other equipment, chemicals, and mineral products. Export increased after the decline in 

oil price. It was a decrease of 0.5% in Q2, while in Q3 exports increased by 1.4% and 3.4% in 

Q4 2014. In the other side, it was a decline of imports after the decline of oil price in June 

2014. In Q2, imports increased by 1%, in Q3 with 2.8 percent and fell with 3.7% in Q4. In 

overall, import increased by 1.6% during 2014. The weakening of the Norwegian krone partly 

due to the oil price drop could explain some of the increase in export and decrease in import.  

National accounts illustrate the overall figures of a countryôs economy. It is used to track the 

countryôs development over time and for comparisons internationally. The Norwegian 

national accounts in table 2 display the percentage changes in 2014. The GDP increased by 

                                                 
51 http://www.investopedia.com/terms/g/gdp.asp 
52 http://www.statsbudsjettet.no/Upload/Statsbudsjett_2015/dokumenter/pdf/national_budget2015.pdf 

http://www.investopedia.com/terms/g/gdp.asp
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0.5% in Q1, 1.1% in Q2, 0.5% in Q3 and 0.9% in Q4. In 2014, the total GDP was 2.2% 

compared to a GDP of 0.6% in 2013. The Norwegian economy is vulnerable to the 

development of oil prices because of the different sources of income from petroleum 

activities. 

4.7 NORWEGIAN GOVERNMENT REVENUES AND EXPENSES 

The state budget consists of estimates on anticipated revenues and expenditures. In Norway, 

the government prepares a budget proposal for an in-depth treatment in the state 

administration. The first budget proposal will be submitted at the beginning of October in the 

year before the budget year. 

 

Figure 23: Revenues on the state budget, excluding 

loan transactions in 2014 

Source: Appendix 4.7 

 

Figure 24: The expenditure of the National budget, 

excluding loan transactions in 2014 

Source: Appendix 4.8 

The governments revenues for 2014 was estimated at 1 295 billion Norwegian kroner. 

Revenues are derived from petroleum revenues, employerôs contribution, social security 

contribution, value added tax, tax on fortune, and tax on income. All of these constitute 88 

percent of total revenues. Other revenue sources are taxes related to vehicles, tobacco, 

alcohol, interest earnings and dividends as shown in figure 23. 

Government revenues from the petroleum sector are estimated at 297 billion in 2014, which is 

a decrease of 50 billion compared to 2013. The reduction started in 2013, when petroleum 

revenues also fell by 50 billion from the year before. This is because of lower production in 

the petroleum sector and lower prices of oil and gas compared to previous levels.  


