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Norges Bank Review: January 2021 
  

Executive Summary:  

  

• The Norges Bank kept rates unchanged, alongside expectations, at 0%. 

• The bank retained their language on rates, stating that rates will “most likely remain at today’s level 

for some time ahead” 

• Rate path remains contingent on smooth immunisation program, but the path could steepen further 

from here 
 

Links: 
  

• Monetary Policy Statement: https://www.norges-bank.no/en/topics/Monetary-policy/Monetary-

policy-meetings/2021/january-2021/   

 

Key Takeaways: 

January a placeholder, risks of a steeper rate path at March, June MPRs 

This month’s rate decision and press release from the Norges Bank had little impact on markets, with the Bank 

keeping policy wholly unchanged, alongside expectations. The Bank carried over their language on rates, pledging 

that rates will “most likely remain at today’s level for some time ahead”. 

In the accompanying policy statement, the Bank acknowledged that economic developments had been broadly 

inline with the projections and forecasts laid out at their December report and, as such, there was no requirement to 

tweak policy. 

Nonetheless, there remain considerable risks that the Norges Bank will steepen the rate path projection further at 

either (or both) the March and June Monetary Policy Report meetings. Their current path projections sees rates at 

0% throughout 2021, with the first full rate hike now likely at the mid-point of 2022, but there remain considerable 

hawkish risks to this outlook. 

Figure 1: December’s rate path could go steeper still 

 

Source: MNI/Norges Bank 
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Firstly, the path of vaccinations in Norway is critical to the economic outlook. Norway are aiming for the general 

population will begin being immunised from the second quarter, after all vulnerable and at-risk groups are 

vaccinated first. As further vaccines are approved and delivered, this timeline could accelerate into Q2, helping 

Norway closer to fully reopening and triggering an economic response. 

Secondly, the Bank clearly remain cautious of the risks to financial stability from the continued rise in domestic 

house prices. This phenomenon has been clearly observed elsewhere, but is far stronger in Norway relative to 

neighbouring economies which should continue to chip away at the Bank’s ‘judgement factor’ in suppressing the 

rate path headed into H2 this year. In December they noted “Turnover in the housing market has been high, and 

house prices have risen more than projected. Growth in credit to households has risen a little”. 

Thirdly, the Bank remain optimistic about economic prospects later in the year. Should strong household demand 

persist throughout the vaccination period, this will help the economy tackle the Norges Bank’s cited barrier to rate 

rises, namely output and employment. The unemployment rate is already within 1.5 percentage points of pre-

pandemic levels.  

Figure 2: Output gap projections with upside, baseline, downside scenarios 

 

Source: MNI/Norges Bank 

Should these three factors continue to support the economy through the (hopefully) final waves of COVID-19 this 

year, the Bank will be forced to steepen the path further, as soon as March. 

 

Dates to Watch: 

January 28th – December Retail Sales 

February 1st – January Manufacturing PMI 

February 10th – January Inflation 

February 12th – Q4 GDP 

February 18th – The Governor’s annual address 

March 18th – Rate Decision, Monetary Policy Report 
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Analyst Views (Alphabetic Order)  

Barclays: Balanced tone, hike in H1 22 

• They expect the Norges Bank to hike in H1 22 and forecast EURNOK depreciation and NOKSEK 

appreciation, with a further steepening of the NOK IRS curve. 

• The bank maintained a balanced tone in its press release, reiterating that the policy rate will most likely 

remain at today’s level for some time ahead and highlighting continued confidence in rate normalisation. 

• Overall, the bank is optimistic on domestic growth, expecting a strong rebound later this year and closing of 

the output gap in 2022. The bank is also relaxed about inflation edging down given lower wage growth and 

krone appreciation, as it will remain close to target (underlying inflation was projected to fall over the next 

year and a half, before stabilising at slightly above 1.5% at end-2023). 

• Barclays are in line with Norges in expecting the first rate hike in H1 22 (at Norges Bank’s December 

MPR4, a c.25bp hike was pencilled in for June 2022 with a terminal rate of 0.93% at end-202). 

• They are of the view that strong household demand is likely to be the main reason for a pronounced 

domestic recovery in 2021, as household savings increased during the pandemic, while household income 

remains solid with the help of the stimulus and furlough schemes. 

 

Danske Bank: Still believes NB will hike rates in September 

• Overall, the Monetary policy Committee gave little news and as expected concluded with the same verbal 

guidance as in December: ‘The Committee’s assessment of the outlook and balance of risks suggests that 

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

• Also the committee reiterated the phrase that policy rates will remain on hold until ‘there are clear signs that 

economic conditions are normalising.’ 

• On economic developments since December NB stated that they have been ‘broadly in line with 

projections’. If we look at the details, NB acknowledges that the new coronavirus restrictions will slow 

growth down into 2021, but at the same time it points out that the slowdown in growth in Q4, both globally 

and in Norway, was smaller than expected. 

• Importantly, NB points out that vaccinations have now started, and that the reopening of the economy will 

cause growth to pick up later in 2021. This is reinforced by an expansive fiscal policy in the United States. 

• They also note that NB sees the stronger NOK mainly as a result of higher oil prices and increasing risk 

appetite. Although inflation has been somewhat lower than expected, it is still well above target. Finally, NB 

points out that the money market mark-up has increased somewhat, without seeming particularly worried 

for that reason.  

• Danske Bank still believe that Norway, most European countries as well as the USA will vaccinate a 

sufficient part of the population during H1 21 that most of the restrictions can be removed from the summer 

and the fear of infection will have little effect on mobility. Hence, they still believe that NB will increase 

interest rates in September this year.  

 

Goldman Sachs: Policy meeting unchanged, as expected 

• Norges Bank kept its policy rate on hold today at 0.00%, as expected. The decision was unanimous and the 

press release states that the "[...] policy rate will most likely remain at today's level for some time ahead". 

The press release stresses that the economic recovery is being held back by elevated Covid infection rates 

and stricter containment measures. With vaccinations under way, Norges Bank continues to expect a pick-

up in growth further out in 2021. 
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Handelsbanken: Policy contingent on vaccination path, first rate rise still most likely in Q1 2022 

• As widely expected, Norges Bank kept the policy rate unchanged at zero. Also in line with their expectation, 

it said that the outlook for the policy rate was largely unchanged. 

• They note that vaccination programmes are well under way, and the rollout could possibly be faster than 

previously assumed. 

• Handelsbanken note that the policy rate trajectory from December indicates a likelihood of around 70 

percent that the first rate rise will come in March next year. Then, another increase will likely follow during 

the second half of 2022, with two more in 2023. The central bank has emphasised that it wants to see the 

economic upturn taking a proper hold before the policy rate is increased. 

• Therefore, they believe that the central bank will stick to its current plan and that the first rate rise will come 

in March next year. Needless to say, the pace of the rate rises ahead will depend critically on the rollout of 

vaccines and the winding down of containment measures, as is also illustrated in Norges Bank’s two 

alternative scenarios from December. 

 

Nordea: A hawkish statement if you read between the lines  

• They write that the statement from Norges Bank was surprisingly hawkish if you read between the lines. 

Nordea expect Norges Bank to turn more hawkish in March and move forward the first hike to December 

2021. 

• Two sentences contained hints that Norges Bank will become even more hawkish ahead. 

• The first hint of Norges Bank becoming more hawkish was contained in this sentence: "On the other hand, 

vaccination is well under way, and it appears that the vaccination rollout will be somewhat faster than 

assumed earlier." This is the key upside risk for the Norwegian economy, and a key prerequisite for Norges 

Bank to start their hiking cycle . 

• In another somewhat unusual sentence, which Nordea note isn’t seen often, NB state: "Estimated 

Norwegian forward rates are little changed and indicate expectations of a policy rate hike towards the end 

of 2021." We interpret this as Norges Bank saying between the lines that they could come with the same 

message in March. 

• Overall, Nordea remain convinced that if Norges Bank had published a new rate path today, it would have 

been steeper compared to the one from December. And the hints in this month’s statement from Norges 

Bank point in the same direction. Hence, they expect Norges Bank to become more hawkish in March. 

 

SEB: A hawkish steepening of the rate path 

• Norges Bank stayed put at 0% at yesterday’s intermediate decision as widely expected, while reiterating 

that “the sharp economic downturn and considerable uncertainty surrounding the outlook suggest keeping 

the policy rate on hold until there are clear signs that economic conditions are normalising”. 

• Developments have been broadly as projected in the Dec MPR, but they note that the Committee appears a 

tad more optimistic on the near-term growth trajectory and the vaccine roll-out. Hence, though the rate path 

from December is validated risks are skewed to the upside. SEB stick to their forecast of two rate hikes per 

year starting in March 2022. 
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MNI Policy 

Norges Leaves Rate Hike Guidance Unchanged 
 
Norges Bank left its policy rate unchanged at zero percent at its January meeting and left guidance over the likely 
timing of its first rate hike unchanged. 
 
"The policy rate will most likely remain at today's level for some time ahead," Norges's Monetary Policy and 
Financial Stability Committee said in a statement, adding that conditions suggested keeping it at zero percent "until 
there are clear signs that economic conditions are normalising." The guidance matched that in December, when it 
published its full set of quarterly economic projections. 
 
The January meeting, with no updated forecasts, was expected to result in unchanged policy and a holding 
statement. 
 
The analysis accompanying the decision again noted stability risks posed by strong house price inflation, which 
could tilt the scales to tightening further down the line. 
 
"House prices have risen markedly since spring, and a long period of low interest rates increases the risk of a build-
up of financial imbalances," it said. 
 
--STRONG KRONE 
 
The committee noted the marked appreciation of the krone, likely driven higher by a mix of a rise in oil prices and 
increases in global asset prices. 
 
The near-term outlook has deteriorated for Norway, as a result of a further wave of Covid infections and associated 
lockdowns hitting domestic and export markets, but the rollout of vaccines has reinforced the likelihood of a 
recovery in the latter half of 2021. 
 
"Owing to the increase in infection rates and stricter containment measures from the beginning of January, the 
slowdown in the economy may persist somewhat longer than projected in the December Report," the committee 
stated. 
 
With inflation above target the rise in the krone should only serve to push inflation back towards the goal, and the 
committee gave no indication that it would alter the likely timing of a rate hike. 
 
The December MPR showed the policy rate climbing to within touching distance of 1.0% by the end of the three-
year forecast horizon. 


