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Riksbank Review: June 2022 
  

Executive Summary:  

  

• Raises rates by 50bps to 0.75%, alongside expectations 

• Policy rate path aligns to previous ‘alternate’ scenario 

• Front-loaded assessment of rates puts policy on pause from mid-2023 
 

Links: 
  

• Monetary Policy Report: https://www.riksbank.se/en-gb/monetary-policy/monetary-policy-

report/2022/monetary-policy-report-june-2022/ 

 
 

Key Takeaways: 

The Riksbank’s 50bps hike in June was inline with both sell-side forecasts as well as market pricing, and 

the bank used their policy rate path projections to portray a bank that will tighten quickly over the coming 

quarters, before leaving policy on pause across the rest of the forecast horizon. 

Adding a hawkish edge, the bank also flagged an accelerated withdrawal of stimulus via the QE 

reinvestment channel, cutting bond purchases to SEK 18.5bln, instead of the SEK 37bln flagged in April. 

The bank flagged that tweak to bond markets would reduce the expansiveness of monetary policy and 

contribute to inflation returning to target. 

The bank’s new policy path projections suggest further rate rises are a certainty for this year, with 50bps rate rises 

at the September and December meetings now all but nailed-on. From there on, the slope of the path projections 

moderates considerably, with the peak in the tightening cycle in mid-2023 holding across the entirety of the forecast 

horizon. 

Figure 1: Policy rate path shows a front-loaded approach to tightening 

  April June Change 

Q2'22 0.16  - 

Q3'22 0.51 0.76 +25bps 

Q4'22 0.81 1.36 +55bps 

Q1'23 1.01 1.75 +74bps 

Q2'23 1.18 1.9 +72bps 

Q3'23 1.31 1.94 +63bps 

Q4'23 1.42 1.97 +55bps 

Q1'24 1.5 1.98 +48bps 

Q2'24 1.57 1.99 +42bps 

Q3'24 1.64 2.01 +37bps 

Q4'24 1.7 2.03 +33bps 

Q1'25 1.76 2.04 +28bps 

Q2'25 1.81 2.06 +25bps 

 

Source: MNI/Riksbank 

In April, the considerable uncertainty surrounding inflation outcomes prompted the bank to present an ‘alternate’ 

scenario for CPI and rates – this element of the report was dropped in June, in favour of an uncertainty band/fan 

chart approach to allow for flexibility going forward. 

https://www.riksbank.se/en-gb/monetary-policy/monetary-policy-report/2022/monetary-policy-report-june-2022/
https://www.riksbank.se/en-gb/monetary-policy/monetary-policy-report/2022/monetary-policy-report-june-2022/
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This approach gives the bank some leeway on policy rates going forward, and allows for more sizeable steps if the 

inflation outlook requires it in the future. Ingves said as such in the subsequent press conference, stating that “if 

necessary at some point, we will hike by 75bps”. Given the lengthy gap between meetings in the Riksbank 

schedule, some sell-side analysts had floated the idea that the bank could move inter-meeting with unscheduled 

policy moves. Ingves talked down such a possibility, however, seeing a CPIF forecast deviation as insufficient to 

warrant extra policy steps. 

Figure 2: Riksbank’s Uncertainty Band Approach 

 
Source: Riksbank 

As such, markets and sell-side analysts are eyeing 100bps in further rate rises this year, with 25-50bps following 

across the first half of 2023. That said, a 75bps hike should be taken off the table across the coming 12 months, 

with the sizeable gap between meetings as well as the bank’s concern surrounding a wage-price spiral evident in 

the report (“Greater price and wage increases are becoming more accepted and a self-reinforcing inflation spiral 

may be triggered”). A further building of these pressures could prompt the board to accelerate this front-loading 

strategy. 

Figure 2: Projections show high likelihood of rates on pause from mid-2023 onwards 

 
Source: MNI/Bloomberg 
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Analyst Views (Alphabetic Order): 

Danske Bank: New rate path in line with forecast 

• The new policy rate path is very much in line with our own forecast for the Riksbank, but lower than we 

expected the Riksbank to present at this point (we expected an end point closer to 2.5%). The rate path 

signals a rate of 1.75% in Q1 2023, which means continued likelihood of 50bp hikes during 2022, but 

notable the path only implies 23bp of hikes during 2023 and has an end point in the rate path in Q2 2025 

around 2.1%. This implies a gap of around 100bp compared to market pricing (SEK FRAs). 

• No new alternative scenario was presented in the MPR. The Riksbank however still has the door open to 

"raise the policy rate faster if needed to ensure inflation is returned to the target". 

• The somewhat frontloaded rate path, closer to our own call, still falls short of market pricing going in to the 

event and is thus no game-changer for the SEK.  

DNB: Underlying assessment of inflation largely unchanged 

• The rate path was lifted, being steeper in the short term and being close to 2% at the start of 2023. The 

terminal rate of the rate path is close to 2% as well. 

• The inflation forecast was lifted, which is partly a mechanical feature after having received two readings 

above their April forecast. However, inflation is now projected to remain above target until the start of 2024. 

• While the Riksbank now paints a picture of higher rates and inflation, the underlying assessment of inflation 

and its drivers looks to be largely unchanged: The labour market is not projected to become much tighter 

and the wage growth forecast is not much changed. Thus, it looks to be the Riksbank’s assessment that 

fast rate hikes in the coming 6-8 months will be enough to stop any price-wage spiral tendencies. 

Goldman Sachs: Now expects two further 50bps hikes this year 

• Given today's hawkish message, we now expect another two 50bp hikes at the September and November 

meetings (both revised up from 25bp hikes previously), followed by three consecutive 25bp hikes next year. 

This leaves our terminal rate estimate unchanged at 2.5%, above our estimate of the neutral rate in Sweden 

of 2%. 

• We see two-sided risks to this call: faster wage growth or a continued rise in inflation expectations could 

push the Riksbank to hike more aggressively, given the Executive Board's concern about a wage-price 

spiral. But a material slowdown in European activity, caused by a continuation of the gas shortage, could 

lead to a slower hiking pace, as the Riksbank seeks to balance supporting economic activity with countering 

inflation pressures. 

• The hawkish tone was further reinforced by the Executive Board's concern over a price-wage spiral, with 

the MPR noting that the Riksbank needs to make "it clear to price- and wage-setters that the inflation target 

can continue to be used as a benchmark."  

ING: Signals more is coming 

• Another 50bps move in September is highly likely, although there's more of a question mark over what 

happens thereafter. SEK is set to remain detached from the monetary policy story in the near term 

• Officials have also used the new interest rate projection published alongside the announcement to signal a 

further two 50bp rate hikes at the remaining meetings this year – although importantly these new forecasts 

suggest that's likely to be essentially it.  

• We expect the Riksbank to stick to its hawkish rate path in September. But the November meeting has a 

bigger question mark surrounding it, given mounting fears of a global recession (or at least a slowdown) 

and the prospect of other influential central banks pausing their tightening cycles towards the end of the 

year.  
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JP Morgan: Keeps forecasts unchanged, sees another 50bps in September 

• The rate path was raised primarily in the front, showing high probabilities of further 50bps rate hikes in 

September and November. This was in line with our view. The terminal rate was lifted to 2.06%, below our 

expectation of 2.25%, but in line with our own policy rate forecast. We keep our forecast unchanged. 

• The Board stated that the policy rate will be close to 2% at the start of next year, which we interpret as 

1.75% at the November meeting, as their most likely scenario. The terminal rate was raised from 1.81% to 

2.06%, slightly less than our expectation of 2.25%, however, a terminal rate of roughly 2% is in line with our 

own policy rate forecast (i.e. we had expected the Riksbank to eventually deliver slightly less than implied 

by the rate path). 

• In the monetary policy report, it was stated that “the high interest-rate sensitivity in the Swedish economy 

caused by comprehensive indebtedness among households and companies means that a tightening of 

monetary policy would affect the real economy faster and more substantially than otherwise”. This is a 

subject we have recently touched upon and, in our view, the high interest rate sensitivity is one of the key 

reasons why the terminal rate is significantly lower than market pricing. 

• Interestingly, the Riksbank decided not to include a new alternative scenario as has otherwise been the 

case at the two previous meetings. As discussed in our preview, we believe markets have seen these 

scenarios as actual forward guidance and thus, by not including a new one, the Board achieves more 

flexibility. In our view, this should be viewed as dovish and could indicate that the bar is high for rate hikes 

of 75bps at upcoming meetings. 

• In sum, we maintain our forecast of the Riksbank raising rates by 50bps in September before slowing to 

25bps in November, as the Board should become more sensitive to growth. We do see the risk to the 

upside for the policy rate, either by hiking rates between meetings (e.g. in August), or delivering rate hikes 

of 50bps in both September and November.  

Nordea: Frontloaded 

• The Riksbank is hitting the brakes, but today’s message was nevertheless slightly more dovish than 

expected. The Riksbank seems to be taking the economy’s sensitivity to higher interest rates into account.  

• The rate path has around 75% probability for 50bp rate hike in September, and even higher probability for 

an additional 50bp rate hike in November. Thus, the rate path has a high probability for a policy rate at 

1.75% year-end this year. The end-point was lifted to 2.06% for Q2 2015 (1.81% in the April report). Thus, 

the rate path is indeed frontloaded with many rate hikes this year but only 30bp higher policy rate from Q1 

2023 to Q2 2025. 

• However, the Riksbank’s report is slightly more dovish than we had expected as we saw some probability 

that the Riksbank would be more stressed about the very high spot inflation. The Riksbank seems to be 

taking the economy’s interest sensitivity into account somewhat more than expected in the monetary policy 

considerations, and thus focus somewhat less on the high spot inflation. 

• The report strengthens our view that will hike rates by 50bp in September and by 50bp in November so that 

the policy rate will be 1.75% year-end. The risk for larger rates hikes as well as rate hikes between ordinary 

monetary policy meetings has been reduced. Today’s message also is in line with our view that the 

Riksbank will stay on hold during 2023. 

RBC: Sees repo rate path as disappointing relative to expectations 

• The Riksbank hike was in line with expectations and they revised their forward guidance higher – again as 

expected. On balance, however, we think the outcome was slightly disappointing. 

• The new path is consistently higher than the previous projection, but the Riksbank stopped well short of 

revising the path up to the levels in the alternative scenario and the implied terminal rate rose only around 

20bp. 

• Incoming data, CPI outcomes in particular, need to keep surprising to the upside to maintain the divergence 

between market pricing and Riksbank guidance or the risk is that expectations drift lower, driving SEK 

underperformance. 
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SEB: Mixed signals in the June report 

• Compared to our forecast the rate path was slightly more hawkish in the near term while thereafter the rate 

path is lower than expected.  

• The economic forecast is revised largely in line with our forecast but inflation is raised a bit more than 

expected while GDP and the labour market are lower, most notably in 2023.  

• Our forecast is that the repo rate will be raised by 50bps in September and another 25bps in November and 

today’s rate decision implies upside risk to this forecast. Also, we continue to see upside risks to the 

Riksbank’s forecast for CPIF ex energy in the near term, even if the deviation is small compared to the 

sharp upturn in inflation. 

• The rate decision implies that risks to our near- term rate forecast are skewed to the upside and that a 

75bps hike in September is possible. Still, even though upside risks to inflation continue to dominate risks 

for growth are clearly skewed to the downside. Also, the Riksbank and other central banks are likely to 

accept weak growth and rising unemployment but possibly resulting financial turmoil would be more difficult 

to ignore. 

• We stick to our forecast for now but will consider making our rate hike forecast more front loaded. 

Svenska Handelsbanken: Balanced front-loading, but no soft landing for economy 

• The Riksbank tore up its April decision on H2 2022 decreases in asset holdings, to speed up the process – 

instead of SEK 37 billion in partial reinvestments of maturing bonds, the quantitative tightening "QT" will 

now see reinvestments of only half that amount. 

• Hence, the balance sheet shrinks faster than previously decided. While it is not communicated by the 

Riksbank today, we think this QT decision implies that purchases will be terminated at year-end, apart from 

a possible symbolic amount to keep the Riksbank's trading desk active and ready for future needs. 

• Instead of several further hikes up to an above 2.5 percent peak, the Riksbank sends a more dovish signal 

and now anticipates not more than some additional 25bp hike in 2023, taking the policy rate to just above 2 

percent. This is rather closely aligned with our own forecast, but we have still decided to change our call 

from 25bp to 50bp hike in November, while keeping our 2 percent "terminal level" (which is now reached in 

February 2023, rather than April).  

Swedbank: Expects interim meeting hike 

• As we had expected, the Riksbank hiked the policy rate by 50bp up to 0.75%. The policy rate path was also 

revised up and indicates 75bp of additional hikes this year, and the path reaches 1.36% in Q4 2022 and 

ultimately ending up at 2.06% in Q2 2025. 

• Given that inflation has surprised on the upside lately, we foresaw them hiking by 50bp at this meeting and 

to revise the policy rate path upwards. We note that in the press release, the Riksbank stressed that they 

are prepared to raise the policy rate faster if this is needed to ensure that inflation returns to the target. 

• We think that risks for the Riksbank near-term inflation forecast are tilted to the upside and therefore we 

expect that the Riksbank will announce an extra meeting either in July or August where the policy rate will 

be hiked by 25bp. 

• Furthermore, we expect another 25bp hike at the September, November and February meetings. 

Alternatively, if the Riksbank do not hike in the summer, we expect a 50bp hike in September. June CPI will 

be released July 14th and the July CPI on August 12th. 
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MNI STATE OF PLAY: Riksbank Hikes 50bps, Front-Loads Tightening 

By David Robinson 

Sweden’s central bank hiked its policy rate by 50 basis points in June to 0.75% as expected and signalled rapid 

further tightening before pausing at around 2.0% from early 2023. 

The Riksbank Executive Board's collective rate path points to tightening again by 50-bps in September and 

November, the two remaining meetings this year. Then, after hitting 2% quickly, the policy rate is seen drifting to 

2.06% by the end of the three-year forecast period, 25 bps above the 1.81% peak foreseen in its main scenario in 

April. 

"By raising the policy rate more now, the risk of high inflation in the longer term is reduced and thus also the need 

for greater monetary tightening further ahead," the Board stated. 

The Riksbank will also halve the pace of asset purchases in the second half of this year from SEK37 billion to 

SEK18.5 billion, below the quarterly SEK38 billion level of redemptions, allowing its balance sheet to shrink. 

Detailed analysis in its Monetary Policy Report highlighted early signs that price setting and wage formation are 

factoring in above-target inflation, increasing the risk of a price spiral. 

KRONA STRENGTH 

The Report's projections, however, showed that if the central bank acts early and fast inflation could return fairly 

swiftly to target. With the policy rate rising rapidly to around 2.0% the target CPIF measure was shown falling from 

an average 6.9% in 2022, and over 7% through the rest of this year, to 2.0% in 2024. 

The krona, having depreciated by around 4% on its trade-weighted index since the start of the year, was expected 

to appreciate gradually as policy tightens, favouring rate differentials. 

The MPR also highlighted some weak spots in the economy. Unemployment was shown edging up from 7.5% this 

year to 7.9% in 2024, but the central bank thinks that there is little spare capacity left in the labour market and that 

equilibrium joblessness is now higher now than prior to Covid, with the pool of idle workers seemingly less suited to 

jobs available. 

The MPR also put the spotlight on housing market weakness, predicting that prices would fall as mortgage rates 

rose and as higher demand for larger living spaces during the pandemic faded. While the central forecast was for 

house prices to remain above pre-pandemic levels, "one risk is that the adaptation process will be abrupt and that 

housing prices will fall considerably," the MPR stated. 

In April, the Board had also published an alternative interest rate path, showing the policy rate peaking at 2.55% in 

2024. It provided no alternative path this time. 


