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Riksbank set to hold but further easing
still in play

We expect the Riksbank to keep rates on hold at 2.0% on 23
September, in line with expectations. Markets are pricing in a less than
one-in-three chance of a cut. Rate projections may well be kept
unchanged but could still suggest some possibility of another cut. Our
call for now is for no more easing. Sweden's krona has room to
appreciate into year-end
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Inflation news should keep Riksbank on hold

Sweden’s Riksbank meets on 23 September, and we share the market's view that rates will be kept
on hold, with pricing implying only a 30% chance of a cut. But the tone of the meeting will be
important, especially after August's inflation surprise.

CPIF rose to 3.2% in August, the highest reading since the start of 2024, and 0.5pp above the
Riksbank’s forecast. Admittedly, core inflation, a less volatile measure, is a little more reassuring.
CPIF excluding energy fell to 2.9%.
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Still, the recent uptick in headline inflation and growing signs that the European Central Bank's
cutting cycle may be over reduce the pressure on the Riksbank to lower rates further. We're not
expecting any further cuts from here.

But the labour market is still a concern

That said, the much-anticipated economic recovery this year, driven by lower interest rates, has
yet to fully materialise.

There are some bright spots, including the latest manufacturing PMIs, which have risen to the
highest levels this year. Monthly GDP fell 0.2% in July, but consumer confidence has been rising
since April, with July consumption up 2.4% year-on-year and business sector production is up 4%
Yoy.

The major concern is the jobs market, where the unemployment rate is still elevated at 8.8% (even
if the data has been horrendously volatile recently).

That alone suggests that another rate cut is a tangible risk at some point down the line. But for
now, we think the Riksbank's easing cycle is done.

SEK outlook remains solid

The rebound in EUR/SEK above 11.0 is in line with our latest call on the pair based on the short-
term undervaluation shown in our model. Upward momentum can take EUR/SEK up to the 11.15
level into the Riksbank meeting.

As we expect no change in rates and markets are pricing in roughly 7bp of easing for September,
there are some upside risks to SEK on the day of the announcement. However, it's likely that the
Riksbank will keep its rate path unchanged, signalling a 1.88% average rate ahead, which embeds
some chance of another cut and should prevent large hawkish repricing.

We continue to expect EUR/SEK to return below 11.0 by year-end and target 10.50 for the summer
of 2026.
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instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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