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The Riksbank has no reason to act
We expect the policy rate to be unchanged at 0.00% at the upcoming monetary policy meeting. We expect
the Riksbank to await further information on how its December rate hike has affected the economy before
making substantial changes to the rate forecast. This means we expect it to continue to signal that the
policy rate will stay at zero for the next two years.
Our expectations. We assess the data since the monetary policy meeting in December to be a mixture of
positives and negatives. However, there have been no drastic developments that would make the Riksbank
change its rate path at this meeting. Rather, we expect the Riksbank to remain on the same path and await
further information before making an assessment of how the December rate hike has affected the economy.
January was a mixed month. CPIF did not increase but did not take a turn for the worse, and stayed at 1.7%.
Key indicators for domestic demand, like consumer confidence and retail sales, were on the disappointing side.
However, real household consumption for December continued on a strong upward trend, making the overall
picture for domestic demand less clear. According to the Riksbank’s monetary policy report in December, “a precondition for the forecast to be accurate is that confidence among households recovers and does not continue to
fall.” So far, a conclusion cannot be reached as to whether domestic demand is improving. Also on the positive
side was the rising manufacturing confidence and falling unemployment rate. Furthermore, the SEK has not
strengthened as projected, but was on a weak trend in the second half of December and throughout January.
Current monetary policy. At the previous policy meeting in December, the Riksbank raised the key policy rate to
0.00%, as expected. The forecast for the policy rate was to keep it at 0.00% for at least two years, with a hawkish
bias towards the end. The verbal communication stated, “In the longer term, it is reasonable to expect the repo
rate to be higher than zero per cent. But lower rates and uncertainty about economic and inflation development
abroad and in Sweden make it difficult to say at present when it will be appropriate to raise the rate next time.”
Minutes from the December meeting. All except two members of the executive board were in favour of the rate
hike in December. Per Jansson commented that, while he supported the macro forecast, he was not in favour of a
rate hike at the present meeting. He would prefer a rate hike somewhat later in the forecast horizon when inflation
forecast risks had been resolved and the negative trend had turned for certain. In December, his view was that
inflation, and inflation expectations, was declining. In addition, he was concerned about conducting stricter
monetary policy when the Fed and the ECB were being expansionary, causing the SEK to appreciate further.
Anna Breman was the second member not in favour of the rate hike. She also did not agree on the rate path. In
her view, the Riksbank should wait until economic activity had stabilised further and pointed to factors indicating
that the Swedish economy was still in a downturn. Furthermore, she argued that structural changes like
demographics, digitalisation and climate change were factors changing the conditions for monetary policy, making
it difficult to assess and conduct well-balanced monetary policy.
News since the December meeting
Inflation in line with projection. Inflation (annual growth in CPIF) was 1.7% in December, in accordance with the
central bank’s expectation. Inflation excluding energy prices was also 1.7% in December, 0.1%-point above the
Riksbank’s forecast for 2019 of 1.6%.
SEK strengthened towards the end of December and has since weakened. The KIX is now roughly 122.5, which
is weaker than the Riksbank’s projection of 120.9. However, FX-markets have been volatile lately so the Riksbank
will be likely to assess the current development to be close to expectation.
Unemployment rate was lower than expected. Seasonally adjusted unemployment fell in December, to 6.6%,
lower than the Bloomberg consensus of 7.0% and the Riksbank’s projected 6.9%.
Manufacturing PMI rose in January. Manufacturing PMI rose to 51.5 against the Bloomberg consensus
expectation of 47.6.
Economic tendency: Consumer confidence down, manufacturing up in January. Although not expansive, the
Sweden Economic Tendency indicator came up from 93.3 to 97.1 in January. Manufacturing showed significant
signs of improvement, going from 94.5 to 101.8, however, consumer confidence was down from 94.1 to 92.6.

Oddmund Berg, DNB Markets
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DISCLAIMER
This note (the “Note”) must be seen as marketing material and not as an investment recommendation within the meaning of
the Norwegian Securities Trading Act of 2007 paragraph 3-10 and the Norwegian Securities Trading Regulation 2007/06/29
no. 876.
The note has been prepared by DNB Markets, a division of DNB Bank ASA. DNB Bank ASA is a part of the DNB Group. The
Note is based on information obtained from public sources that DNB Markets believes to be reliable but which DNB Markets
has not independently verified, and DNB Markets makes no guarantee, representation or warranty as to its accuracy or
completeness. Any opinions expressed herein reflect DNB Markets’ judgement at the time the Note was prepared and are
subject to change without notice. The Note should not be relied on and is not a substitute for the skill, judgment and
experience of the user, its management, employees, advisors and/or clients when making investment and other business
decisions. No DNB Party is acting as fiduciary or investment advisor in connection with the dissemination of the Note.
The Note is for clients only, and not for publication, and has been prepared for information purposes only by DNB Markets.
The Note is the property of DNB Markets. DNB Markets retains all intellectual property rights (including, but not limited to,
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reproduction and redistribution) of the Note contents, either partially or in full, without DNB Markets’ explicit and prior written
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investment advice given to clients on the Note. Such use is dependent on the buy-side investment firm citing DNB Markets as
the source.
The Note shall not be used for any unlawful or unauthorized purposes. The Bank, its affiliates, and any third-party providers,
as well as their directors, officers, shareholders, employees or agents (individually, each a “DNB Party”; collectively, “DNB
Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the Note. DNB Parties are not responsible
for any errors or omissions, regardless of the cause, nor for the results obtained from the use of the Note, nor for the security
or maintenance of any data input by the user. The Note is provided on an “as is” basis. DNB PARTIES DISCLAIM ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE NOTE’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE NOTE WILL
OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall DNB Parties be liable to any party
for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use
of the Note, even if advised of the possibility of such damages.
Confidentiality rules and internal rules restrict the exchange of information between different parts of the Bank and this may
prevent employees of DNB Markets who are preparing the Note from utilizing or being aware of information available in DNB
Markets/the Bank that may be relevant to the recipients of the Note. Please contact DNB Markets at 08940 (+47 915 08940)
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The Note is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy.
Distribution of material like the Note is in certain jurisdictions restricted by law. Persons in possession of the Note should seek
further guidance regarding such restrictions before distributing the Note.
The note has been prepared by DNB Markets, a division of DNB Bank ASA, a Norwegian bank organized under the laws of
the Kingdom of Norway and under supervision by the Norwegian Financial Supervisory Authority, The Monetary Authority of
Singapore, and on a limited basis by the Financial Conduct Authority and the Prudential Regulation Authority of the UK, and
the Financial Supervisory Authority of Sweden. Details about the extent of our regulation by local authorities outside Norway
are available from us on request.
Information about DNB Markets can be found at www.dnb.no/markets.
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The Note has been distributed by the Singapore Branch of DNB Bank ASA. It is intended for general circulation and does not
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