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Norges Bank hikes and promises one
more in December
Norges Bank delivered a well-telegraphed 25bp hike today, but
surprised markets by signalling rates will likely be increased again to
4.50% in December and left at that level throughout 2024. Despite the
hawkish surprise, EUR/NOK has remained attached to the 11.50
gravity line. This will continue to be the case until the external
environment swings

Oslo, Norway. Higher
oil prices and the rise in
global market rates
have convinced
Norway’s policymakers
to add in another rate
hike in December

One last hike in December
Norges Bank has hiked rates by another 25 basis points, which won’t come as much of a surprise
given that this is what it told us it would do back in August.

What’s more surprising, perhaps, is that Norges Bank has added an extra rate hike for later this
year. Previously, the central bank had been signalling that 4.25%, where rates are at as of today,
would probably mark the peak. And since then, the trade-weighted NOK, while weaker than it was,
is still stronger than had been assumed in the June projections. Core inflation has been largely as
expected too.
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Instead, it appears to have been higher oil prices and the rise in global market rates over the
summer that has convinced Norway’s policymakers to add in another hike for December. Unlike
some other central banks, Norway has a history of following through with precommitments, so
there’s little reason to doubt what has been signalled today. December’s rate hike, assuming it
comes through, is likely to be the last.

Krone still waits for external cues to rally (or move at all)
This was a hawkish surprise, but the reaction in the FX market was small. EUR/NOK traded lower
after the announcement but remains stubbornly tied to the 11.50 mark. This is quite unusual: NOK
is the least liquid currency in the G10 and normally one that experiences some of the largest
swings.

The collapse in NOK's historic volatility appears to signal that markets are on a holding pattern
when it comes to the krone. The still-uncertain risk environment and higher-for-longer promise by
the Federal Reserve is not good for the high-beta NOK, but oil is higher, and as we saw today
Norges Bank continues to offer support to its currency via tighter monetary policy. Lower FX
purchases would be a very welcome development for the krone, but it seems likely those will be
kept quite elevated into year-end.

Once the US story and the dollar turn lower, NOK should be at the forefront of the rally in pro-
cyclical currencies, and today’s hawkish hike by Norges Bank endorses this view. For now, however,
11.50 is the gravity line, and only a change in external conditions seems likely to shake NOK from
its low-volatility torpor.

Authors

James Smith
Developed Markets Economist
james.smith@ing.com

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
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

mailto:james.smith@ing.com
mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Snap | 21 September 2023 3

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 BR000341) 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 http://www.ing.com.

http://www.ing.com

