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Norges Bank Preview: May 2021 
  

Details:  

 

Monetary policy decision: 0900BST/1000CEST/0400ET, Thursday 6th May 2021.  

 

No monetary policy report or new rate path projections will be released at this meeting. 
 

MNI Point of View  
Board to Stand Pat, No New Rate Path Signals 

 

With no new rate path projections or policy report at this week’s decision, markets expect no new signals from the 

bank board, leaving market focus on June’s policy update.  

 

March’s rate path projections were slightly more hawkish than expected, with the first rate hike now flagged for 

December (brought forward by around a quarter from the December MPR) and there is now a possibility of a rate 

hike as early as September, effectively ruling out May’s update as a live meeting.  

 

Figure 1: March 2021 rate path steepened relative to the December MPR 

 

  
Mar'21 
MPR 

Dec'20 
MPR 

Change 

31/03/2021 0.00 0.00 - 

30/06/2021 0.00 0.00 - 

30/09/2021 0.01 0.00 +1bps 

31/12/2021 0.13 0.00 +13bps 

31/03/2022 0.31 0.09 +22bps 

30/06/2022 0.48 0.21 +27bps 

30/09/2022 0.63 0.36 +27bps 

31/12/2022 0.75 0.51 +24bps 

31/03/2023 0.86 0.66 +20bps 

30/06/2023 0.96 0.77 +19bps 

30/09/2023 1.03 0.86 +17bps 

31/12/2023 1.09 0.93 +16bps 

31/03/2024 1.16 - - 

30/06/2024 1.23 - - 

30/09/2024 1.30 - - 

31/12/2024 1.36 - - 

Source: MNI/Norges Bank 

 

The Bank’s positivity surrounding the domestic vaccine rollout was evident in the assumptions made at the March 

policy report, in which the bank noted that further support for economic growth and inflation will stem from a faster 

vaccine roll-out, stronger fiscal stimulus in the US as well as higher commodity prices, freight rates and increased 

capacity utilization. 

 

The picture has changed somewhat since then, with the Norwegian health authority’s decision on whether to 

recommend the use of the AstraZeneca/Oxford vaccine still pending. This decision is expected by the 10th May, 

ahead of which the Board will have difficulty assessing re-opening and the impacts on the economy.  
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According to infection and vaccination data in March, Norway’s re-opening path had been edging closer toward the 

bank’s upside scenario. This is now no longer the case, with full vaccination targets likely delayed by several weeks, 

if not months. This puts Norway on the baseline path as outlined in the December report. 

 

Figure 2: Slowing vaccination programme could put re-opening path back to baseline 

 

 
Source: MNI/Norges Bank 

 

House prices and the financial stability mandate remain a thorn in the bank’s side. As was the case throughout the 

second half last year and the first few months of 2021, house prices remain ahead of forecast (Q1 average is 

running at 10.3% y/y vs. the March forecast of 10.1%). This price growth is expected to slow, however, for the rest 

of 2021 and most notably throughout 2022 and 2023 – but this is contingent on a steeper rate path. Delaying 

tightening at this stage would put their financial stability mandate further under pressure. The board may have 

taken confidence in their view after Q1’s residential mortgage lending data showed a slight decline in residential 

mortgage demand. 

 

In previous policy statements, the bank stated they would not begin to tighten policy until there are “clear signs that 

economic conditions are normalizing”. A baseline re-opening scenario certainly puts this closer to the end of the 

year, which leaves December as the most ‘live’ meeting, rather than September.  
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Norges Bank Central Bank Watch 

 
 

Summary of Analyst Views  

• All analysts see no change in core policy rates at this meeting, with the bank likely sticking to their 

March communication strategy.  

• All analysts see the first rate hike by the end of 2021, however opinions are split between a September 

and December move.  

Analyst Views (Alphabetical Order)  

Citi: Sees little reason to deviate from March guidance 

 

• Despite some soft activity data, inflation is well above target, inflation expectations are well anchored and 

lofty house prices feed into their financial stability mandate. 

• They expect a September hike but think that without new forecasts the Norges are likely to wait until the 

June MPR to guide towards this outcome. 

 

Danske Bank: To stick to March signals 

 

• Expects Norges Bank to keep rates unchanged. At the main meeting in March, NB signalled that the policy 

rate will most likely be raised in the second half of the year, with a 50/50 distribution between September 

and December. 

• Since then, developments have moved in different directions, but the main picture has hardly changed 

sufficiently for NB to deviate from the 'plan' that was communicated in March. 

• A clear deviation from the picture NB painted in March is of course in the rise in new infections, with 

associated higher pressure on the health system and new national restrictions. As a result, GDP growth fell 

both in February and March, and the level of mainland GDP in March was about 0.4pp lower than NB had 

assumed in PPR in March. 
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• At the same time, there has been some negative news on the vaccine front related to the use of vector 

vaccines. The uncertainty surrounding the use of these vaccines has of course increased the uncertainty 

surrounding the vaccination process. This could have a major impact on the reopening pace and in turn 

affect the timing of the first rate hike. 

• Danske Bank tilt towards expecting Norway to recommend using J&J but not AZ. If this proves to be 

correct, this would leave a better vaccination outlook than assumed by NB in the latest monetary policy 

report. 

• However, as the uncertainty is very high, it probably means that NB will not alter the assumption regarding 

the vaccination process at this upcoming meeting.  

• They ultimately still pencil in the first rate hike in September. 

 

Goldman Sachs: Expects NB on hold, to re-affirm the positive growth outlook 

 

• GS expect Norges Bank to remain on hold at this week’s meeting. 

• They expect the monetary policy assessment to note that new coronavirus cases have started to fall since 

late-March, providing a more favourable near-term outlook. 

• While vaccination progress has slowed a little over the last two weeks, daily administered doses remain 

higher than at the last meeting in mid-March. 

• On the back of this, they expect Norges Bank to re-affirm the positive growth outlook, and expect the 

Committee to restate their intentions to raise the policy rate as activity continues to normalise. 

 

Handelsbanken: Sees outlook for policy rate largely unchanged 

 

• Expects the central bank to keep the policy rate unchanged at zero percent and judge the outlook for the 

policy rate to be largely unchanged from March. 

• Their new policy rate forecast implies that the policy rate will be raised during the second half of this year. In 

the forecast, there is a technical likelihood of some 30 percent for a rate hike in September, and the hike is 

fully priced by December. However, Governor Olsen said after the March meeting that the central bank 

thinks a rate hike is as likely in September as in December. The policy rate forecast implies two rate hikes 

next year and three more hikes in the years 2023-24. 

• Norges Bank is widely expected to keep the policy rate unchanged at zero. When it comes to the outlook for 

the policy rate, they expect the NB will repeat the message from March, that the first rate hike probably will 

come some time during the second half of this year. Their expectation is that Norges Bank will have to wait 

until December to hike the policy rate. Handelsbanken think the somewhat weaker start to the year, as well 

as short-term risks connected to the vaccination plan and infection numbers, will imply that September is a 

little too soon to start the hiking cycle. 

 

JP Morgan: Sees key rates unchanged, as signalled in March 

 

• Expects Norges Bank to keep policy unchanged, and thinks the Bank will refrain from sending any new 

signals until the June meeting. Instead, JPM think Norges Bank will conclude that the policy rate path from 

the March meeting still holds, by reiterating that “the policy rate will most likely be raised in the latter half of 

2021”. 

• In their view, the most interesting thing will be to see how Norges Bank is interpreting the latest news on the 

vaccine rollout, and the reopening process, and whether it assess these factors to proceed in line with its 

March assumptions. 

• They think these factors will be key for the timing of the first rate hike, as Norges Bank is waiting to see 

evidence of an economic normalization in data before raising the policy rate. 

• JPM expects the somewhat weaker current economic conditions to have limited implications for monetary 

policy. They think the conditions are still in place for economic activity to take off, and the easing of 

restrictions will be key for this.  

• They conclude that financial stability will remain a concern for the Bank.  
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Morgan Stanley: Expects unchanged policy guidance 

 

• MS see the Norges Bank guiding to a hike in the latter part of this year. Commentary around the vaccination 

programme which has slowed given issues with the AstraZeneca and Johnson & Johnson vaccines will be 

a focus too, with downside risks on the COVID-19 front countered by upbeat surveys     

 

Nordea: Sees NB on hold and will not send any new signals 

 

• There have been few data points since March, but NOK is somewhat stronger than Norges Bank assumed. 

However, Nordea are most interested in how they assess the latest vaccine news and the outlook for the 

reopening of the Norwegian economy. 

• This is clearly the most important factor for when the first rate hike will occur as Norges Bank has stated 

that they want to “see clear signs that economic conditions are normalising” before they hike the key rate. 

• Overall, they expect that the Committee will reiterate their message from March; that “the policy rate will 

most likely be raised in the latter half of 2021.” Markets rates are currently priced in line with the rate path 

from Norges Bank. Market reactions should thus be muted. 

 

Scotiabank: Not expected to alter policy 

 

• The timing of potential rate hikes may be further informed by the tone of the communications and any 

alterations to forward rate guidance. The NB brought forward rate hike guidance at the March meeting when 

it said that “The policy rate forecast implies a gradual rise from the latter half of 2021.” 

• Norway’s much greater reliance upon oil than Canada coupled with the fact that proxies like Brent crude 

have nearly doubled since the pandemic low leaves a greater share of its economy more exposed to 

greater upside risk. 

 

SEB: Unchanged policy expected, retains expectation of first hike in December 

 

• SEB write that an unchanged policy rate is widely expected but given another hawkish shift in the rate path 

in March focus will be on any hints regarding the timing of the first hike in 2021. 

• Growth data have been somewhat weaker than Norges Bank’s forecasts, but sentiment indicators suggest 

better momentum ahead. 

• Uncertainty related to the vaccination progress and reopening of the economy is a downside risk to Norges 

Bank’s forecast of a fast rebound during late spring/summer. However, the bank will likely await more 

information before eventually adjusting its policy signals. 

• SEB expect a first hike in December 2021 followed by two rate hikes in 2022. The market is still pricing a 

40% probability of a September hike and a key rate at 0.83% by end 2023, which is a bit more optimistic 

than their forecast. 

 

Svenska Handelsbanken: Outlook largely unchanged 

 

• Expects the central bank to keep the policy rate unchanged at zero percent and judge the outlook for the 

policy rate to be largely unchanged from March. 

• The new policy rate forecast implies that the policy rate will be raised during the second half of this year. In 

the forecast, there is a technical likelihood of some 30 percent for a rate hike in September, and the hike is 

fully priced by December. However, Governor Olsen said after the March meeting that the central bank 

thinks a rate hike is as likely in September as in December. The policy rate forecast implies two rate hikes 

next year and three more hikes in the years 2023-24. 

• Since March, there have been fluctuations in high-frequency market data, such as the NOK exchange rate, 

money market spreads, oil price and international interest rate expectations, but nothing that should alter 

the outlook for the policy rate. 

• Expects Norges Bank will repeat the message from March, that the first rate hike probably will come some 

time during the second half of this year. Their expectation is that Norges Bank will have to wait until 

December to hike the policy rate. They think the somewhat weaker start to the year, as well as short-term 
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risks connected to the vaccination plan and infection numbers, will imply that September is a little too soon 

to start the hiking cycle. 

 

Dates to Watch: 

May 6th – Governor Olsen gives Regional Network Speech 

May 10th – April inflation  

May 11th – Deputy Governor Wolden Bache gives Spring Speech 

May 12th – Q1 GDP  

May 28th – April Retail Sales  

June 8th – Regional Network Survey 

June 10th – May inflation 

June 17th – Rate Decision, Monetary Policy Report 


