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Norges Bank Preview: May 2022 
  

Details:  

 

Monetary policy decision: 0900BST/1000CET/0400ET, Thursday 5th May 2022. 

- No new Policy Report due at this meeting, with just the decision and accompanying statement scheduled. 

 

MNI Point of View  
 

The Norges Bank stuck to their guidance and raised rates by 25bps to 0.75% in March. The bank also name-

checked the June meeting as the next most opportune time to tighten policy and signalled a further three 

hikes this year, bringing end-2022 rates to 1.50%. This makes a policy change at this meeting unlikely, 

despite mounting inflationary pressures and buoyant wages. A rate hike at each quarterly policy report 

meeting is infitting with their preference for ‘gradual’ normalisation.  

 

The 2023 rate path (new at the March meeting) was modestly more hawkish than forecast, with policy now seen 

rising well north of neutral, to 2.50% by end-2023. Despite the marked steepening in the rate path projections, the 

Bank again leant heavily on the exogenous judgement factor to supress the front-end of the rate path. This is inline 

with the Bank’s preference for ‘gradual’ normalization of policy and leaves little chance of either a 50bps rate rise, or 

a rate rise at a non-forecast round meeting. 

 

This reinforces expectations that the Bank will follow through with a rate hike at each policy report meeting (March, 

June, September, December) across both 2022 and 2023, leaving rates at 2.50% - a cyclical peak - at end-2023. 

 

Figure 1: Norges Bank path projections reach peak of 2.52%, before declining into year-end 2025 

 
Source: MNI/Norges Bank 

 

The median sell-side forecast now sees four hikes in total this year, and three further hikes in 2023. For the first 

time since the COVID crisis, a number of sell-side analysts now see the Norges Bank as potentially too hawkish 

across the forecast horizon, with some predicting the Bank will be unable to proceed with the four planned hikes 

next year. 
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There is little precedent for larger rate rises than 25bps in Norway, although the bank conducted a series of back-to-

back rate rises in 2009 and – more notably – in 2007. In the lead-up to the Global Financial Crisis, the board were 

particularly concerned about higher-than-expected growth in wages, inflation indices, house prices and consumer 

indebtedness. All of these are now familiar themes in a post-COVID economy, but the much lower starting point for 

this tightening cycle makes the bar for faster rate rises out of reach for now.  

 

Norges Bank Central Bank Watch 
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Analyst Views (Alphabetical Order)  

Barclays: Expects no change given Russian gas supply/China COVID risks 

• Expects Norges to keep its rate unchanged at the May meeting, as Russia gas supply and China’s Covid-

19 situation pose downside risks to growth especially in Europe. 

• However, we expect the bank to maintain credibility on containing inflation, and to continue to raise rate by 

25bp per quarter to a 2.5% terminal rate at end-2023. 

Danske Bank: Expects Norges Bank to leave policy rates unchanged 

• Expects the bank to reiterate that it will most likely be raised in June. This would be consistent with the 

guidance put out in March, and as it is only an “interim” meeting followed by nothing more than a press 

release, the threshold for deviating from plan would normally be high. 

• The risks to inflation have increased somewhat on both sides, but nowhere near enough for Norges Bank to 

depart from its plan for a gradual normalisation of monetary policy. 

DNB: Rate hikes to continue in 2022 and 2023 

• We expect the policy rate to be increased by 25bp per quarter in 2022 and 2023. 

• Norges Bank looks set to remove monetary policy stimuli and raise the policy rate above the neutral level. 

On the other hand, the pace of rate hikes must be assessed against the negative effects for households 

and unemployment. 

• Our forecasts for the economic trend and marked change in the inflation outlook call for further rate hikes. 

The low level of unemployment and surveys indicating that private businesses are struggling to find 

qualified labour suggest that capacity utilisation is higher than normal. Along with core inflation currently in 

line with the inflation target these are arguments to remove the current monetary policy stimuli.  

• In March, Norges Bank forecast rate hikes of 25bp per quarter in 2022 and 2023. Based on our own 

forecasts, we find such a rate path most likely. In 2025, we expect inflation to abate and unemployment to 

have risen, leading to the policy rate being lowered by 50bp in total. 

Goldman Sachs: Expects Norges Bank on hold 

• We expect Norges Bank to remain on hold, following their guidance at the March meeting that the policy 

rate will most likely be raised in June again. Inflation data has come in slightly weaker than expected in 

March, but we continue to expect Norges Bank to follow their guidance, and look for two 25bp hikes at the 

June and December meetings this year. 

• Beyond this year we look for two hikes every six months until the terminal rate of 2.5% is reached in mid-

2025. We continue to see risks as two-sided: a larger consumer demand shock could delay further hikes, 

while a bigger boost from oil prices to activity could accelerate the hiking schedule. 

JPMorgan: Clues about a potential faster tightening pace will be in focus 

• This week’s meeting is a “small” meeting and hence neither a monetary policy report is released nor a press 

conference held. Markets see a limited risk of Norges Bank hiking rates and we also attach a very low 

probability to such an outcome - especially since the March core inflation printed well below expectations. 

We thus project an unchanged rate at 0.75%, with the statement reiterating that “the policy rate will most 

likely be raised in June”. 

• The last statement in March also included the sentence that “if there are prospects of persistently high 

inflation, the policy rate may be raised more quickly”. Markets will therefore be looking for clues of whether 

Norges Bank sees an increasing probability of either hiking rates at one of the upcoming smaller meetings 

(on top of the flagged rate hikes at MPR meetings) or going by 50bps at a single meeting. However, as 

news has been mixed since March, we do not think Norges Bank will change its forward guidance. 

• Our main scenario is though that Norges Bank will continue hiking only at MPR meetings until the policy 

rate reaches 2.25% in 2023. In our view, the bar to breaking the quarterly pace is still relatively high. This 

was demonstrated by the March rate path showing the “judgment component” lowering rate expectations in 

2022 by 27bps on average, reflecting concerns related to households’ response to higher interest rates. 
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• In essence, Norges Bank fears moving more quickly could have a large adverse effect on the housing 

market. Also, our macro forecast does not suggest an urgent need to raise rates more quickly, as e.g. core 

inflation should fall back toward the end of 2022 and continue sliding into in 2023.  

SEB: To reiterate the message from March 

• The rate decision is an intermediate decision and will thus not include any new macro projections or rate 

path. An unchanged policy rate at 0.75% is widely expected. We expect the bank to reiterate that “the policy 

rate will most likely be raised further in June” while refraining from sending any new policy hints. 

• We believe developments since the last rate decision, although mixed, have not deviated substantially from 

the bank’s trajectory and thus expect a neutral policy statement. 

• Following a surprisingly large rise in February, CPI-ATE inflation surprised on the downside in March. The 

year-on-year rate was unchanged at 2.1% while Norges Bank expected a rise to 2.5%. Monthly volatility 

can be high, but we have revised our CPI-ATE forecast a tad lower though it remains above Norges Bank’s 

trajectory in 2022.  

Svenska Handelsbanken: Bank to reiterate plans for another rate hike in June 

• We strongly believe that Norges Bank will reiterate its call that the next hike is likely to come in June. Note 

that at these interim meetings (unless dramatic events have unfolded) Norges Bank tends to balance its 

public statements so that they are fairly in line with the message from the previous Monetary Policy Report. 

We believe that this is also likely to be the case this week. 

• We see a range of factors that suggest that risks are skewed to the upside in terms of Norges Bank’s 

further rate plans; at least at the front-end of the curve.  

• In sum, we believe the factors that are pointing towards upside risks to the rate path, are outweighing the 

downsides. Having said that, there are probably some limits to how much further upwards Norges Bank 

may push the longer-end of the rate path. Thus, net upside risks to the rate path could instead materialise in 

terms of further front-loading, and not a parallel upward shift across the entire rate path. 

Swedbank: Possibility of May hike should be close to non-existent 

• Not much should be expected from Norges Bank. The main message this coming Thursday will be that the 

policy rate “most likely” will be hiked by another 25 bps to 1.0% in June, as was communicated in March. 

But we will keep an eye out for any hints whether double or interim hikes could be on the cards, should 

inflation dynamics continue to firm ahead. 

• Put simply, Norges Bank would prefer to already have the policy rate at a ‘normal’ level. Indeed, should 

Norges Bank have published a new rate path this week, our calculations suggest they could have added 

another 40 bps to the rate path. And as the pressure to normalize is immediate, it would add little value to 

pencil in further hikes in 2024. Hence, there will be a continued front-loading bias for Norges Bank ahead. 

• The possibility of a May hike should be close to non-existing. Nonetheless, we believe Norges Bank prefers 

to hike at interim over doing 50 bps hikes, as this would be more in line with their preferred ‘gradual 

approach’. 

TD Securities: Recent data does not suggest need for policy shift 

• With no MPR, we think Norges Bank will stick to its guidance and hold its policy rate at 0.75% as recent 

data does not suggest the need for a hawkish shift. 

• February GDP growth came in slightly below the Bank's most recent forecast and underlying CPI-ATE 

inflation remained at 2.1% y/y in March, 0.4ppts below what Norges Bank expected, and well below other 

countries' readings. 
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MNI STATE OF PLAY: Norges Bank Seen Holding To June Hike Line 

By David Robinson 

Norges Bank is likely to leave policy on hold at May’s interim meeting this week, and to continue to signal that it will 

hike at each quarterly forecast round meeting. 

The Monetary Policy and Financial Stability Committee raised the policy rate by 25 basis points in March to 0.75% 

and said it was most likely to be raised further in June. Since then March inflation surprised to the downside and 

pay negotiations matched Norges Bank’s forecasts, suggesting little pressure for a surprise hike with policymakers 

instead free to reassess the picture in the June forecast round. 

Inflation in March on the target CPI-ATE measure, which excludes energy prices, came in at 2.1% compared with 

the 2.5% forecast in Norges Bank’s March Monetary Policy Report. Headline CPI in March also undershot 

expectations, coming in at 4.5% against the projected 4.9%. 

Economists at Norway’s central bank have highlighted how core measures that exclude energy prices are less 

reliable guides to trend inflation if there are enduring increases in energy bills for consumers and businesses. 

FASTER TEMPO IF NECESSARY 

In a MNI interview after the March hike Norges Bank’s new Governor Ida Wolden Bache left the door open to hiking 

more rapidly than 25 basis points a quarter. The trigger for accelerating the pace of hikes, however, would be 

evidence of inflation rising faster than expected, something not happening so far. 

Having moved ahead of other advanced economy central banks in the tightening cycle, Norges Bank looks like it 

will be able to proceed with its gradualist approach, at least for now. 

The latest manufacturing sector pay deals came in at 3.7%, matching Norges Bank’s forecast for 2022 annual wage 

increases. 

One change feeding into upside inflation, though, is that the Norwegian krone has weakened on the import-

weighted I-44 measure used by the central bank. On May 2 it stood at 108.99 compared to the Bank’s 105.1 

forecast for 2022, where a lower reading indicates an appreciation. 

The announcements by Norges Bank of purchases of foreign exchange on behalf of the government equivalent to 

NOK 2 billion per day in April and May have weighed on the currency, but the moves so far appear marginal for 

monetary policy purposes. 


