
STATEMENT 
 

Page 1 of 2 

DANMARKS NATIONALBANK’S COMMENTS ON  
THE ECONOMIC COUNCIL’S DISCUSSION PAPER 
AUTUMN 2022 
 

 
 

 

 

Danmarks Nationalbank concurs with the Chairmanship’s assessment that 

Danish and international economy are entering a slowdown with damp-

ened demand resulting from high inflation and higher interest rates from 

a tighter global monetary policy, among other factors. However, the 

downturn in the labour market is significantly larger in the Chairman-

ship’s forecast than in Danmarks Nationalbank’s latest assessment. Dan-

marks Nationalbank predicts a gradual slowdown, with some continued 

pressure in the labour market, while the Chairmanship expects a signifi-

cantly larger decline in employment, so that actual employment will be 

approx. 1 per cent below the structural employment level in 2024 (rela-

tive to the current level of almost 4 per cent above the structural employ-

ment level). Despite a significant downturn in employment, the Chairman-

ship estimates higher wage increases next year than Danmarks National-

bank. Danmarks Nationalbank agree with the Chairmanship’s expectation 

that consumer price increases will remain very high the coming months 

and will gradually fall throughout 2023. 

The Chairmanship notes that fiscal policy is estimated to contribute posi-

tively to growth by just below 1 per cent in 2022 relative to 2019, and 

that a tighter fiscal policy would have been expedient to dampen de-

mand and inflation this year. Based on an imminent slowdown and the 

prospect of a negative employment gap within the next 1½-2 years, the 

Chairmanship finds that fiscal policy should be approximately neutral for 

economic growth in the coming year, and that the planned fiscal policy 

for 2023 therefore is appropriately aligned with the economic situation.  

Danmarks Nationalbank shares the view that it would have been expedi-

ent with a tighter fiscal policy this year. There is a risk that the combina-

tion of very high inflation and a tight labour market will trigger a self-rein-

forcing wage-price dynamic and deanchor inflation expectations in the 

long term. Therefore, Danmarks Nationalbank finds it necessary to 

tighten fiscal policy markedly and by significantly more than what is set in 

the Government’s proposed budget for 2023.  
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The risk of a wage-price spiral weighs more heavily in the current situa-

tion than the likelihood of a drop in employment of the magnitude that is 

projected by the Chairmanship and the resulting risk of tightening the fis-

cal policy during a sharp slowdown. 

Danmarks Nationalbank supports the Chairmanship’s three general prin-

ciples for the design of relief measures, if there is a political wish to com-

pensate selected population groups for high price increases on, for ex-

ample, energy. It is crucial that such measures as a whole do not increase 

activity, and thus the pressure in the economy. At the same time, 

measures should not distort prices, as the incentives to reduce energy 

consumption must be maintained, seeing that this is necessary to counter 

the declining energy supply. Subsidies or tax reductions designed to miti-

gate the impacts of high energy prices should be avoided, as they will 

support energy consumption and may further increase prices. Danmarks 

Nationalbank thus agrees with the Chairmanship that the temporary re-

duction of the electricity tax in the agreement on ‘winter aid’ is not expe-

dient. Targeted, temporary transfers are more appropriate short-term 

tools, although repeated disbursements must be expected to weaken the 

incentive to shift away from expensive sources of energy. Danmarks Na-

tionalbank also agrees with the Chairmanship that the energy loan 

scheme maintains the price signals as long as households take into ac-

count the future payment. However, seen in isolation, the scheme may 

prolong the normalisation of inflation to the extent that it allows for 

higher consumption than would otherwise be the case. 

The Chairmanship notes that the ‘Agreement on Green Tax Reform for In-

dustry etc.’ from June 2022 and the Government’s proposal ‘Green Avia-

tion for All’ from September 2022 levy unequal carbon taxes across indus-

tries. Seen in isolation, this will increase the costs connected with meet-

ing the objectives of the Danish Climate Act (Klimaloven). Danmarks Na-

tionalbank agrees with this assessment. A uniform tax on all net green-

house gas emissions is the most cost-effective way of reducing Denmark’s 

emissions. The Chairmanship also notes that the situation is unclear re-

garding future support for carbon capture and storage and taxation of 

emissions in the agricultural sector, which also increases the costs con-

nected with the objectives. Danmarks Nationalbank also agrees with this. 

The taxation should be announced over a time horizon that is relevant to 

investment-making decisions, which is not the case today. Such an an-

nouncement supports the stability of the financial system, as knowledge 

about future framework conditions helps clarify the risks connected with 

polluting companies. 


