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Riksbank still in wait-and-see mode
No change from the Riksbank leaves the timing of the first interest rate
increase uncertain. We continue to see a February hike as somewhat
more likely than a move in December
The Riksbank left both the policy rate and the forecast for interest rates unchanged today. The
policy statement is also broadly similar to September, indicating that the policy rate “will be raised
by 0.25 percentage points either in December or February”. Two monetary policy committee
members are now voting for an immediate rate hike (Martin Floden joining Henry Ohlsson in the
hawkish dissenter’s camp).
The forecasts for GDP have been revised down following the statistics office’s major revision to the
Q2 GDP figure, and now indicates somewhat weaker momentum in the Swedish economy.
Unemployment has also been revised up following weaker employment growth figures.
Set against that, the inflation forecast is largely unchanged, and the statement is somewhat more
optimistic that underlying price pressure is consistent with inflation remaining around the 2%
target.

In our view, a December or February hike looks like a
genuine 50-50 decision at this point and probably comes
down to the data between now and the December
meeting
In effect, the economic situation has reversed from the first half of this year, when GDP growth
was very strong, but inflation looked anaemic. Now, price pressure look reasonably solid, at least in
the near term, but growth is clearly slowing down. Similarly, global risks have shifted towards the
downside and increasingly look like a factor that could nudge the inherently cautious Riksbank
governors towards (an even more) gradual tightening path.
The fact that there is no indication that a December hike has become more likely, which to some
extent had been expected after the strong September inflation reading, means today’s stance is
very marginally more dovish than anticipated. As a result, the krona has weakened slightly, and
near-term forward rates have shifted down a touch.
In our view, a December or February hike looks like a genuine 50-50 decision at this point
and probably comes down to the data between now and the December meeting.
We still see the Riksbank's forecast for GDP as somewhat on the optimistic side. Combined
with further turbulence on global markets, this suggests to us that the cautious majority
on the Riksbank board are likely to push the first rate hike into February, but it is a close call.
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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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). 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.
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