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Economic summary
FIGURE 1. IKEM INDEX FOR THE PERIOD Q3 2016–Q1 2020 FOR DOMESTIC SALES AND EXPORTS.
AN INDEX VALUE BELOW 100 INDICATES A SLOWDOWN (CONTRACTION) IN VOLUME.
Source: IKEM
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Slowdown caused by the coronavirus crisis – wide variation in the
impact on companies

85

There is a marked slowdown for the IKEM industries in the first quarter of 2020
as a result of the coronavirus crisis. The index for exports (volume) was 94, which
indicates a slowdown (an index value above 100 indicates growth). The overall
picture for the next quarter is also pessimistic, with the reservation that there is a
great deal of variation between companies. Many are experiencing major problems, while other companies are benefiting. For those companies affected, state
aid measures are vital to help them survive the crisis.
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Weak growth was expected within the IKEM industries for the
first half of 2020. This was the forecast made by IKEM’s member
companies in late January. No one could have predicted what
happened next and it has torn up all the forecasts. As a result,
the overall picture of the first quarter for IKEM’s main sectors in
the plastics, chemical, pharmaceuticals and petroleum industries is a negative one. The index for exports (volume) was 94,
which indicates a slowdown.
However, it was in March, of course, that the huge impact of
the coronavirus hit Europe and the USA. It was also during the
final third of the first quarter that IKEM’s industries suffered an
obvious negative impact from the coronavirus crisis.

REDUCED DEMAND AND SIGNIFICANT
UNCERTAINTY

Looking at the production side, both nationally and globally,
there are significant indications that the direct effects of the
production stoppage in March could lead to a fall in the level of
production of 20–25% in many of the world’s economies. This,
in turn, is based on the assumption that consumer demand has
fallen globally by around a third. In addition to the direct effects
of measures restricting movement, there are also indirect
consequences for the world’s economies that remain difficult to
predict or calculate.
In Sweden, the impact of the coronavirus crisis is being felt in
all sections of society. For the vast majority of business sectors,
this has meant reduced demand and considerable uncertainty.
The clearest effects have so far been seen in the hospitality
industry, the transport sector, hotels and restaurants, as well as
large sections of retail. For a small number of industries, however, the crisis has led to increased demand, including the food,
grocery and construction industries. There was a large fall in
sales on average for IKEM’s member companies in March. The
sales index for the month fell to a low figure of 85, well below
the value of 100 that indicates unchanged performance.
At the same time, IKEM’s member companies have been
affected by the coronavirus crisis in very different ways. The big
losers are mainly small to medium-sized companies that make
a large proportion of their sales to the automotive industry.
Production here has basically ground to a halt. For the pharmaceuticals industry and parts of the chemical industry, as well
as plastics companies that supply industries such as food and
pharmaceuticals, demand has been much more stable, even
rising in some areas.

TOUGHER TIMES AHEAD

In slightly generalised terms, the situation can be summed up
by saying that IKEM’s various sectors of industry have not been
on the front line and taken the first hit from the coronavirus
crisis, but that the effects of sections of the global and national economy coming to a standstill are now starting to be felt
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TABLE 1. DEMAND SIDE, FORECAST: HOW DO YOU
THINK DEMAND FOR THE COMPANY’S PRODUCTS
WILL DEVELOP IN THE COMING MONTH?
Source: IKEM
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Reduce significantly

39%

39%

Reduce

23%

42%

Remain unchanged

28%

11%

Increase

3%

7%

Increase significantly

7%

1%

refineries

TABLE 2. HOW HAVE DELIVERIES OF RAW MATERIALS/INPUTGOODS TO YOUR PRODUCTION FACILITIES BEEN AFFECTED BY CORONAVIRUS? HOW
DO YOU THINK THEY WILL BE AFFECTED IN THE
FUTURE?
Source: IKEM

Current

Forecast

Not at all

34%

52%

Some disruption

64%

38%

Significant disruption

2%

10%

Extreme disruption

0%

0%

further and further along the value chains. This is apparent in
the companies’ forecasts for demand over the coming month.
Excluding refinery and pharmaceuticals, 81% of the IKEM
companies are predicting falling demand for the coming month,
with 39 percentage points of these forecasting a major collapse
in demand. Many companies are indicating a fall in production
of up to 80%. Some individual companies are pointing to the
virtual closure of production units.
The very fact that the Swedish IKEM industries often represent small cogs in a much larger global production chain has
raised the question of their vulnerability when the international
value chains are struggling. Put simply, have the IKEM companies been forced to cut production as a result of distribution
difficulties on the input side? A very large proportion of 64%
of companies indicate that they have noticed some disruption
to incoming raw materials and input goods, but only a small
proportion of 2% have experienced significant disruption. It
therefore seems that, with some delays, the companies have
still been able to maintain production and deliver their own
orders. The companies are also forecasting that the situation
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will improve in this area, although there is a radical increase in
the proportion of those who envisage major problems in the
future to 10%.
Staff absence levels have been high at many companies as a
result of the coronavirus outbreak, with many people on sick
leave, caring for a sick child or following quarantine rules. All
workers have been advised to stay at home if they show the
slightest symptoms that may indicate coronavirus, even though
in most cases they have had other kinds of infection.
Staff absence levels have been higher than usual for the
time of year at half of the companies. The current situation is
already strained, but 60% of companies believe that absence
will increase still further during the coming month. What does
this mean for future production conditions? An overwhelming
majority of companies are coping with the high absence levels
as best they can, but expect it to be a strain.

FIGURE 2. IN RELATION TO THE CURRENT RATE OF
ABSENCE, WHAT IS YOUR ASSESSMENT OF HOW
STAFFABSENCE (ILLNESS, QUARANTINE AND CARE
FOR A SICK CHILD) WILL DEVELOP IN THE COMING
MONTH?
Source: IKEM

working has instead been used to quickly reduce the companies’
costs as liquidity deteriorates. One third of companies have used
short-time working so far. The companies also expect to have little need to give staff notice of termination in the coming month.
However, the proportion of companies using short-time working
increases by a further 20 percentage points, which means that
half of all IKEM companies will have short-time working for some
or all of their staff by the end of the month.

SHORT-TIME WORKING AN IMPORTANT
FACILITY BUT NOT ENOUGH

Liquidity has deteriorated sharply at a quarter of the companies
and has worsened at a further 10% of the companies during
the past month. The quarter that have seen a severe deterioration in liquidity are now in need of a rapid capital injection. It is
important that finance providers process applications for new
borrowing promptly and on reasonable terms, otherwise there
is a risk that well-run industrial companies will be forced to apply for restructuring or, in the worst- case scenario, bankruptcy.

FIGURE 3. WHAT IS THE COMPANY’S LIQUIDITY
POSITION AS A RESULT OF CORONAVIRUS?
Source: IKEM
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At the same time, many companies have seen a significant drop
in demand and expect this to weaken further in the near future.
In other words, they are overstaffed. Few companies have
given their staff notice of termination, however, and short-time
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TABLE 3. DO YOU THINK YOU WILL BE ABLE TO
MAINTAIN PRODUCTION, DESPITE THE HIGH
STAFF ABSENCE RATES?

Yes, without any difficulty	

10%

M
 uch worse
Worse

It is clear that the government’s various bridging packages to
support business during this difficult time have been welcome,
albeit not sufficient in all areas. For industry, the government’s
shared cost responsibility for short-time working appears to
be the single most important support measure so far. Other
key measures for the companies are the government assuming
responsibility for the first two weeks of sick pay and the virtual
abolition of employer’s contributions.

FURTHER STATE AID MEASURES ARE
NEEDED

More than half of IKEM’s member companies are calling for
further state aid measures, however, to help them through the
difficult current situation. The proposals they would like to see in
place involve the government further increasing its responsibility
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for staff wage costs. The government’s latest additional measure,
announced on 14 March, which allows short-time working of up
to 80% and where the companies’ wage costs are reduced by
72%, was therefore a welcome improvement. It buys more time
for many companies. Those companies that have been faced with
more or less choked off demand, however, would need help with
their entire staff costs for a limited period. There is otherwise a
risk that these companies will be forced to make redundancies as
a last resort to offset lost revenue.

COMPANIES’ CONCERNS ABOUT THE
FUTURE

It is difficult to give a completely accurate description of the
reality facing many companies today. It is full of challenges and
uncertainties at all levels. When the companies freely describe
the most difficult obstacles they face both now and in the
future, loss of demand and a serious deterioration in liquidity

are recurring themes. Alongside their fear of bankruptcy. There
is concern about global air freight being cancelled as a result of
flight cancellations. About the companies not knowing when
demand will recover. About the risks of accounts receivable not
being paid on time and about how they will cope with the high
level of staff absence. Last but not least, concern that many
countries around the world are now entering a depression.
There is no clear historical precedent for the situation in
which Sweden and the rest of the world now find themselves. It
is a case of before and after coronavirus. It is also becoming increasingly clear that the world after coronavirus will be screaming for new products and innovations from plastics, chemical
and pharmaceuticals companies in order to be better equipped
the next time we are threatened by a global pandemic. This will
undoubtedly create a raft of opportunities for all prominent
Swedish IKEM companies. Now they just have to ride out the
storm despite not yet knowing when it will end.

FIGURE 4. WHAT ARE AND DO YOU EXPECT TO BE THE BIGGEST CHALLENGES FOR THE COMPANY?
Source: IKEM

IKEM’s member companies operate across a broad range in
the production of plastics, rubber, chemicals and pharmaceuticals. The total value added by the industry represents
almost one-fifth of total industrial production in Sweden.
The value of exports was SEK 325 billion in 2019. Unless
otherwise indicated, all the responses reported from the
economic survey are weighted according to the company’s
turnover. The economic summary is reported every quarter.
If you have any questions, please contact:

Carl Eckerdal, Chief Economist
070-497 11 98
carl.eckerdal@ikem.se
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