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Sweden’s Riksbank ends QE in the most dovish
way
The policy rate and interest rate forecast remain unchanged, but the
main news is the end of the QE programme, albeit in a very gradual
manner that will see net asset purchases continue in 2018

The QE is ending, but asset purchases continue in 2018
The main news in the Riksbank's statement today is the decision not to add to its QE programme
further, although the decision to front-load reinvestments means that asset purchases will
continue in 2018 and the first half of 2019. This means the Riksbank's balance sheet will continue
to expand in 2018 and early 2019, providing a very gradual path towards exiting the programme.
The policy rate and the forecast for interest rates were both kept unchanged. This means the first
rate hike is planned for autumn next year. However, we continue to believe the Riksbank's final
decision on when to start to increasing policy rate depends largely on how the ECB times its policy
normalisation. That will probably only become clear by next summer. If the ECB extends QE
beyond the current end-date of September 2018 (which would push its deposit rate hike in mid2019), the Riksbank is likely to delay its first hike into early 2019 or, perhaps, start with a 10bps
hike in late 2018.

The policy rate and the forecast for interest rates were
both kept unchanged. This means the first rate hike is
planned for autumn next year
The other key forecasts in the Riksbank's report remained largely unchanged, with near-term
inflation slightly higher due to currency and oil prices and slightly lower towards the end of the
forecast. The GDP path was very slightly revised (lower in 2019 but higher in 2020).
More importantly, the forecast for the KIX currency index continues to indicate a gradual
appreciation, and the statement maintains the warning that is it "important that the krona does
not appreciate too quickly." This suggests the fundamental concern around inflation weakness due
to currency strength is unchanged by the recent depreciation of the KIX.

SEK: The Riksbank won’t drive krona sharply higher
The very careful and SEK dependent future policy normalisation supports our view that SEK
gains next year should be only limited and not necessary driven by a sharp change in the
Riksbank policy stance - and today's price action provides a case in point. We look for a oneoff adjustment in EUR/SEK lower in early 2018 (due to the mix of factors such as a
normalisation of the front-end rates and the current oversold SEK levels) but a range bound
EUR/SEK after that - for the rest of 2018 (around EUR/SEK 9.50-9.60).
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This is also due in part to our bullish EUR/USD view which will contribute to KIX strength,
thus decreasing the need for a materially lower EUR/SEK.
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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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