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Norges Bank Preview: November 2020 
  

Details:  

 

Monetary policy decision: 0900GMT/1000CEST/0400ET, Thursday 5th November 2020. 

 

No new rate path or economic projections will be released, just a short policy statement.  

 

MNI Point of View  
Higher COVID caseload adding pressure, but November no more than a placeholder 

With no new rate path projections, economic forecasts or accompanying press conference, the Norges Bank are 

likely to follow the rate path dictated in their September meeting and keep policy unchanged Thursday. 

As is the case with central banks from Australia to the US and the Eurozone, the Norges Bank are dealing with an 

economy still subject to COVID containment measures, restrained economic activity and an uncertain outlook for 

key trade partners. Nonetheless, there is little threat of the financial market fragmentation or rising instability that 

would prompt action at this month’s Norges Bank meeting.  

Figure 1: NB only made minor changes to rate path projections in September 

  

June Rate 
Path 

September 
Rate Path 

Change 

31/12/2020 0 0 - 

31/03/2021 0 0 - 

30/06/2021 0 0 - 

30/09/2021 0 0 - 

31/12/2021 0 0 - 

31/03/2022 0.02 0.02 - 

30/06/2022 0.05 0.06 +1bps 

30/09/2022 0.09 0.12 +3bps 

31/12/2022 0.16 0.21 +5bps 

31/03/2023 0.26 0.32 +6bps 

30/06/2023 0.39 0.42 +3bps 

30/09/2023 0.52 0.50 -2bps 

31/12/2023 0.65 0.57 -8bps 

 

Source: MNI/Norges Bank 

In September, the bank made only minor tweaks to the policy rate path and revised both inflation and output gap 

estimates higher. Notably, the Bank kept their view of financial imbalances unchanged, indicating that the Norges 

Bank do not currently see any spill over risk from higher-than-expected house price or household debt growth. 

It was this factor that had led many to suspect that the Norges Bank could act to slow and potentially reverse their 

expectations of mortgage rates falling further across the forecast horizon. The fact that they didn’t change their 

outlook on financial stability reinforces the cautious tone the Bank are looking to strike and their continued concern 

over the downside risks of the global pandemic. 
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Figure 2: Steeper medium-term, flatter long-term 

 

Source: MNI/Norges Bank 

Most of Western Europe is suffering under the weight of an increasing COVID case count and declining ICU 

capacity. Norway is no exception. Nonetheless, the uptick in Norway’s positive case count is, as of the beginning of 

November, far shallower and less pronounced against global peers.  

While this is far from good news, it suggests the Norwegian economy could be more well placed for any post-

lockdown recovery relative to its international counterparts. We expect these thoughts to be fed into the December 

Monetary Policy Report, at which we receive new economic forecasts and rate path projections. So, while the Bank 

will certainly take note of the recent rise in COVID cases and retrenchment of global growth, a cautious, albeit not 

activist, approach will likely be maintained. 

Figure 3: Norway faring far more favourably over international counterparts 

 

Source: MNI/European Centre for Disease Prevention and Control 
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Norges Bank Central Bank Watch 

 

 

Summary of Analyst Views  

• All analysts forecast see no change in core policy rates at this meeting, with a minority of those 

surveyed seeing a strengthening of language in the accompanying statement to stress further the 

downside risks to the economy. 

• Those surveyed see more focus resting on December’s press conference, at which the Norges Bank 

provide new economic forecasts and rate path projections. 

• On markets, none surveyed see a notable market reaction to this week’s rate decision.  

 

Analyst Views (Alphabetical Order)  

Barclays: Expects no change to policy, to convey dovish message 

 

• Sees policy rate unchanged, Bank to convey a dovish message given the lack of domestic recovery 

momentum, asset market volatility, and global uncertainties related to the second waves of COVID-19. 

 

Danske Bank: Expects no new signals 

 

• Danske Bank do not expect any new signals from the Bank's monetary policy meeting. They expect the 

committee to reiterate the message from the September that the policy rate 'will most likely remain at 

today's level for some time ahead.' Over the past years, Norges Bank has tended to give very little news to 

markets at these interim meetings, which is also why market impacts have been very modest. 

• They add that the risk of inflation becoming 'too low' seems very limited. However, house prices again 

surprised on the upside in September, taking annual growth to 5.7% versus Norges Bank's estimate of 

4.5% in the September MPR, which still shows the long-term risks of expansionary policy. Higher Nibor 
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fixings have brought NOK FRA/OIS to 40bps, significantly above Norges Bank's 30bp assumption. 

However, the FRA/OIS widening is limited to 2020, so they believe the Norges Bank will deem it temporary. 

Danske Bank still see the risk of negative rates as very small. 

• On COVID, despite increasing cases, Danske write that at this stage, the economic implications are still too 

uncertain to expect a specific change in rhetoric from Norges Bank beyond a recognition that downside 

risks have increased. 

 

DNB: No new signals expected, with the Bank guiding for an unchanged policy rate until H2 2022 

 

• While most economic indicators have been more or less as Norges Bank expected, the rising infection rates 

now pose a more severe downside risk for the economy than in September. However, Norges Bank has 

retained its May statement that “Norges Bank does not envisage making further policy rate cuts from the 

current level”. In the current circumstances, a negative policy rate would likely not benefit the Norwegian 

economy, and fiscal policy will be a more important form of support. 

• All in all, the economy is evolving broadly in line with what we and Norges Bank expect, meaning there are 

no major changes to our policy rate expectations. 

 

Goldman Sachs: Expects policy unchanged with no tweak to rates language 

 

• In terms of activity, the pace of recovery has started to slow and year-over-year core inflation (CPI-ATE) 

also slowed in September. Given this deterioration in the outlook, Goldmans expect Norges Bank to be 

more pessimistic about the near-term outlook. 

• In terms of policy, they look for similar language to that in the September decision and see the Bank re-

iterating that the policy rate forecast “[…] implies a rate at the current level over the next couple of years” 

and that “[the] Committee does not envisage making further policy rate cuts.” 

 

ING: No change in rates expected 

 

• With the NB previously pouring cold water on expectations of policy tightening (saying the policy will stay at 

current level over the next couple of years) the scope for a dovish surprise is limited, particularly when the 

NB seems unwilling to move into the negative territory (and rates are already at zero).  

 

JP Morgan: Expects policy unchanged, September message reiterated 

•  

They expect the Norges Bank to keep policy unchanged at 0%, and to reiterate the message from 

September “the policy rate will most likely remain at today’s level for some time ahead”. 

• They think Norges Bank will refrain from sending any new clear policy signals. However, since the last 

meeting downside risks to the economic outlook have significantly increased as a result of the quick pick-up 

in new COVID-19 infections in Europe and related restrictions that are now being implemented.  

• In addition, oil prices have dropped and September core inflation came in below expectations. The press 

release is therefore likely to have a slightly dovish tone and to highlight these downside risks. 

• As such, they think there is a high probability that the policy rate path will be lowered at the December-

meeting, to push the first rate hike, currently projected by end-2022, further out. 

 

Nordea: Sees policy unchanged, with meeting a non-event for markets.  

 

• The marked increase in new corona cases and the corresponding new containment measures argue for the 

key rate to be on hold for longer. Moreover, next year’s government budget seems to be less expansive 

than they assumed, and oil prices are lower too. The other side of the coin is that the NOK is weaker, which 

argues for a higher rate path. 

• Overall, Nordea expect that the Committee will reiterate their message from September. Markets are 

currently pricing a first rate hike in late 2022 in line with the rate path from Norges Bank. Market reactions 

should thus be muted. 
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SEB: Sees policy unchanged, but with a dovish twist 

• They write that despite widespread expectations of unchanged policy rates, the Committee may give 

important clues on how rising infections and new restrictions will impact the monetary policy outlook in the 

Dec MPR. 

• They see the bank emphasizing downside risks to growth coupled with large uncertainty, while reiterating 

that the outlook and balance of risks imply a very expansionary monetary policy stance though “the policy 

rate will most likely remain at today’s level for some time ahead”. With limited new input the decision should 

not have major impact on markets, though risks are skewed towards a dovish message. 

• Despite both unemployment and home prices having surprised positively, SEB believe that downside risks 

will dominate the message. As domestic restrictions combine with new lockdowns in many European 

countries, risks of a prolonged economic downturn have increased. 

 

Dates to Watch: 

November 5th – Speech from Exec Director of Monetary Policy Wolden Bache 

November 6th – Speech from Governor Olsen 

November 10th – October CPI 

November 12th – Q3 GDP 

November 27th – October Retail Sales 

December 10th – November CPI 

December 17th – Rate Decision with new rate path & economic projections 

 

MNI Policy 

PREVIEW: Norges Bank On Hold, No Change Seen To Statement 

By David Robinson 

The Norges Bank is set to keep its policy rate at zero percent on Thursday and to leave its policy statement 

substantially unchanged in the absence of a fresh quarterly forecast round. 

While global political uncertainty is elevated and a second Covid-19 wave could hit Norway's export markets, 

housing market strength has been a factor tilting the scales towards tightening down the line. 

Its current guidance is that "the policy rate will most likely remain at (the zero percent) level for some time ahead," 

but collective rate projections in the September Monetary Policy Report showed it starting to rise very gently from 

the start of 2022. A first 25 bps hike was largely priced in by the end of that year, but the path was flattened to show 

only one more hike over the three-year forecast horizon. 

Recent data showed a marked pick-up in economic activity through the summer but the Norges Bank has forecast 

falling consumption and rising savings rates. 

The Bank's hybrid financial stability and policy committee contrasts with the more common central bank mode of 

detaching monetary policy and stability wings and puts housing in the policy spotlight. 

Policymaker decisions over other support measures in response to the Covid shock, primarily providing cheap 

funding to the banking sector through F-loans, are not linked to the regular policy meeting, with Thursday's 

announcement only likely to amount to an unchanged policy decision and a run through recent economic 

developments. 


